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Executive summary

Strategic Case
Peterborough is a recognised cold spot for Higher Education. To address this,

Cambridgeshire and Peterborough Combined Authority (the Combined Authority) and
Peterborough City Council (PCC) are committed to supporting the development of a new
higher education provider for the City on its journey to becoming the University of
Peterborough to:

e increase the skills levels of local people; and

e increase highly skilled employment opportunities, principally by generating and
accelerating an innovation ecosystem centred on artificial intelligence, digital and
advanced manufacturing technologies that enable new products and systems that
contribute to a net-zero carbon and healthier future.

The principal partners in the phase 3 of the University of Peterborough development project
are the Combined Authority, PCC and Anglia Ruskin University (ARU)( the Academic Delivery
Partner (ADP) for the new University).

The new university campus is to be delivered in 5 phases:

e Phase 1: First Teaching Building.

e Phase 2: Peterborough Research and Innovation Incubator

e Phase 3: Second Teaching Building and Living Lab.

e Phase 4: Inward Investing Research Institute & SPF-Funded R&D Programme.
e Phase 5: Third Teaching Building & Sports Science Facility.

Phases 1 and 2 are underway. Phase 1, ARU-Peterborough will open the first teaching
building to its first students in September 2022. This first teaching building was approved
for funding in late 2019 and is under construction with completion confirmed for July 2022.
It will provide space for 2,000 students from September 2022, rising to 3,000 by 2025,
studying Health, Social Care, Education, Management, Finance and Law. Phase 2, Net Zero
Innovation Incubator was approved for funding in mid-2020, received planning permission
earlier this year and commenced construction in October 2021. Completion is forecast for
December 2022.

This Business Case is concerned with the phase 3 development of the new University
campus, which comprises a Living Lab, University Quarter Cultural Hub and expanded
university teaching space in Peterborough, to meet cultural, regeneration and economic
levelling up priorities for the region. Phase 3 will allow ARU Peterborough (the higher
education provider which will become the University) (“the HEP”) via a second teaching
building supporting 1,700 more students from 2024, expanding its curriculum into STEM
fields and embedding the HEP in Peterborough through the Living Lab and Cultural Quarter.
The Living Lab will be a public-facing, high-quality interactive science centre for
Peterborough with public space for exhibitions and events, designed to stimulate and inspire
more young people into STEM sectors.

The strategic policy framework within which the Combined Authority works and the
rationale for the University for Peterborough project flows from the Cambridgeshire and
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Peterborough Independent Economic Review and related documentation including in the
Combined Authority Employment and Skills Strategy, Local Industrial Strategy and Local
Economic Recovery Strategy. The project supports wider national objective including the
Government’s Industrial Strategy, Levelling Up, the UK Innovation strategy, Net Zero and the
Oxford-Cambridge Arc.

As previously acknowledged as part of the CPCA’s approvals for Phase 1, a new University
will make a substantial positive economic impact in Peterborough and the wider sub-region,
enabling the region and the UK to compete in an ever more dynamic global economy
through innovation and creating knowledge-intensive businesses. It will deliver significant
cultural and social benefits. It is a Mayoral priority within the Combined Authority’s Business
Plan and a key intervention within the Local Industrial Strategy and Employment and Skills
Strategy, to address the current disconnect between work and qualifications. Expanded HE
provision will be an essential component in realising ambitions to: establish the foundations
for raising aspirations and attainment; support business skills needs; improve productivity;
stimulate structural economic change; and enhance well-being.

The top-line objectives for the new University are:

e Improve access to better quality jobs and improve access to better quality
employment, helping to reverse decades of relative economic decline, and
increasing aspiration, wages and social mobility for residents.

e Make a nationally significant contribution to Government objectives for levelling up,
increase regional innovation, and accelerate the UK's net zero transformation.

e Accelerate the renaissance of Peterborough.

e Translate the resulting increase in individual opportunity, prosperity and social
mobility into outcomes across wellbeing, health and healthy life expectancy from
the programme, and on into people living happier, healthier lives.

The main benefits of establishing phase 3 of the University Campus in Peterborough, for an
additional 1,700 students from September 2024 and include: 264 temporary construction
jobs, 157 created over the first 4 years (98 academic staff and 59 professional services), 16
indirect and induced jobs created and as result of increased footfall and increased local
economy spend by additional students and university employees: 67 jobs.

Economic Case
Three options have been considered in the economic case as follows:

1. Phase 1 stand alone: The first phase of the project to establish the new University
Campus in Peterborough with capacity for 3,000 students by September 2022. As
this Phase is currently under construction and fully committed to by the partners it
is regarded as the ‘Do minimum’ option.

2. Phase 3 stand alone: this option compares the merits of investing in the Living Lab,
University Quarter Cultural Hub and expanded University in Peterborough on its
own merits (operating independently from Phase 1). This option reviews the costs
and benefits solely attributable to Phase 3.
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3. Phase 1 and 3 combined: this option reviews the proposal contained in this Business
Case of establishing a second teaching building for occupation by ARU Peterborough
and a high-quality interactive science museum for Peterborough (The Living Lab).
For the purposes of this Business Case this is regarded as the ‘Recommended
option’.

Quantitative economic appraisals of the remaining three options show that the
Recommended option has a Benefit Cost Ratio of 6.7 (compared with 10.1 for the Do
minimum option and 2.7 for the Phase 3 standalone), based on four direct quantifiable
benefits from the proposed options:

1. Increased employment as a direct result of the creation of additional teaching space
for the University as staff are recruited.

2. Employment created in the wider economy as an indirect result of the creation of
the new University.

3. The economic benefits from the salary uplift from studying on one of the additional
HE courses which would be possible as a result of the Phase 3 expansion and gaining
graduate level employment as new graduates enter the workforce and graduate
level jobs are created, attracted or retained within the region.

4. Benefits to the exchequer from increase wages, personal and corporation taxes.

When coupled with the qualitative analysis of each option (which included student numbers,
net present costs and benefits, and BCR calculations) against the project objectives, this
confirms the Recommended option as the preferred option and this conclusion easily
survives sensitivity testing of assumptions on the scale of the costs and benefits of the
Recommended option (including student numbers).

Commercial Case

Procurement of the phase 3 infrastructure is split into the following categories:

1. Land: the proposed development plot
Professional team procurement to be complete by mid-February 2022, following
approval of this FBC.

3. Main Contractor: procurement of the main contractor will be required to deliver
the physical capital works.

Procurement of the infrastructure will involve selection of a Main Contractor to deliver the
physical works via a Design & Build procurement route utilising a competitive tender and an
industry standard form of contract (JCT). There is a wealth of potential main contractors and
subcontractors who operate in the region and therefore interest in this scheme is expected
to be high, which will typically result in competitive pricing. Signing of the contract with the
Main Contractor for construction is scheduled to allow for start in March 2023 and
completion by September 2024.

The building will be based on a 2,900m? Gross Internal Area (rounded up); a multi-use
educational facility suitable for a mixed use of working, learning, teaching, collaborating
inclusive of 1,000m2 GIA Living Lab, and will include all associated external landscaping and
infrastructure, delivered within the available cost envelope (currently £27.9m).
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The land on which this phase 3 building will be located is notionally defined based on logical
physical boundaries (back of footpath) etc. and logical extension of the current
infrastructure strategy for phase 1 & 2. The actual red line will be subject to finalisation of
RIBA 2 design by the appointed consultant team and legal due diligence.

The site location taken forward as part of this Business Case has been selected following
evaluation of a number of options outlined in the RIBA 1 report, option 1 to the east of the
current phase 1 and 2 developments and option 2 to the south of the phase 2 development
emerged equal in overall scoring. Option 2 to the south of the phase 1 and 2 buildings
remains the preferred option but given the planning difficulties option 1 (Regional Pool Car
Park) is considered the most deliverable at this stage. This decision will be reviewed on
appointment of the consultant team for phase 3.

Costings for the project have been benchmarked and the building, which is an appropriate
size for a building of this nature and allows more flexible use as an adaptable asset for the
future, is considered to be deliverable within the available budget.

Financial Case
The agreed budget of £28.87m the phase 3 capital build will be funded as follows

Funding Source Amount (£)
LUF Investment Funding 20,000,000
Combined Authority 2,000,000
ARU Capital Investment 4,000,000
PCC- contribution of land 1,870,000

Total Funding (Phase 3 only) 27,870,000

Project affordability is critically dependent on:

1. Securing the transfer of LUF funding as well as all other investment capital
funding.
2. Risks associated with income (student numbers) and expenditure being able to

be mitigated through cost control, increased income and/or use of the
contingency provision.

3. Risks associated with enabling works, Land transfer, planning approval and
agreement of contract sum being able to be mitigated through management of
each workstream within the required timeline and budget while continuing to
meet the outcomes of the LUF.

Subject to these considerations, at this stage of project development and implementation, it
is anticipated that funds will be available to meet the project budget. No cash-flow
implications are anticipated for the Combined Authority or ARU as they have sufficient funds
to meet the payments for shares in to PropCo1, relative to the cash demands on the
Company required to pay its creditors associated with the construction of the Phase 3
building. However, PCC will need to negotiate terms with the Department of Levelling-Up
Housing & Communities (DLUHC), to cash flow PCCs payments for shares, in to Propcol,
from the LUF funding. Currently the terms of the LUF funding are payments 6 months in
arrears of actual expenditure on the project by PCC. This cashflow and capability to make
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payments for shares will need to be resolved prior to conclusion of the amendments to the
Shareholders Agreement.

No cash-flow implications are anticipated for the Combined Authority, ARU or PCC as all
funding to be provided by them (including LUF grant) will be in place before the construction
phase goes ahead.

A key project objective is to create a sustainable operating model for ARU Peterborough/the
University such that, after initial start-up costs, it will operate on a self-sufficient basis. The
operating model shows sufficient revenues are generated throughout to cover operational
costs, on a broadly breakeven basis from 2022/23 and revenues generated appropriately
thereafter to fund the ongoing operational expenditures, with a marginal profit delivered
year on year.

The model shows that the key financial risks for the ADP and its ability to fully establish ARU
Peterborough as a University are:

e The need to recruit at least the student numbers anticipated by the model and
maintain target per student fee levels to generate sufficient income (particularly in
the light of the impacts of Covid-19).

e Potential increased costs, particularly for asset maintenance.

The potential mitigations for these risks include contingency provision throughout the ten-
year period, as well as a suite of measure to control costs and/or increase incomes. Subject
to these considerations it is anticipated that funds will be available to meet the Phase 3
project budget.

To ensure appropriate funds are available, all necessary steps will be taken to ensure each
party makes the required financial contribution into PropCo1 bank account by mid-February
2022. This will include negotiations on payment terms for the LUF funding from DLUHC to
PCC. This will ensure that PropCo1 has the required funds to cover the construction costs,
providing certainty of payment for the Main Contractor and their supply chain, and ensuring
that cash funds are readily available for PropCol to make payments as required.

Following approval of this Business Case, should the members of PropCo1 require funding to
be approved based on the required cashflow such that PropCo1 can continue to develop
design, procurement, planning and secure legal advice up to contract award, the cashflow
and apportionment of costs will, based on cash subscriptions outlined in this Business Case,
for Phase 3be ARU 15.4%, CPCA 7.7% and PCC 76.9%.

Management Case

The project has a number of stakeholders including: planning consultees; neighbours;
Members of Parliament; PCC, the Combined Authority and ARU. These key internal and
external stakeholders will be managed under a strategy agreed between PCC, ARU and the
Combined Authority, outlined in the established communications strategy.



A new University for Peterborough: Phase 3 Business Case

The Combined Authority and PCC have put in place the resources needed to manage the
work streams required to deliver the project, based on an understanding of the shared
goals. The Combined Authority will appoint external consultants on behalf of Propcol to
ensure the necessary capacity and capability is available for successful implementation of
the project.

Project governance has been established to reflect the current arrangements within each
organisation. Responsibility for the project will be mandated to the joint venture between
the main Partners (PropCo1) and ultimately to the Combined Authority and subsequently
the operation of the university by ARU Peterborough.

The key principles are that PropCo1l will delegate authority to the Combined Authority and
its agent to manage the delivery of phase 3 under the Development Management
Agreement, reporting to PropCol. Should change be required then authority will need to be
sought from PropCol.

ARU Peterborough will occupy the Phase 1 and 3 buildings as tenant, reporting to PropCo1l
on an annual basis in respect of the building condition and maintenance. The parties agree
to review each of the roadmap, milestones and steps towards them on an annual basis to
consider whether the build plan remains achievable and compliant and where it is not
believed to be so, to agree changes to be made.

The project plan has been developed within the following constraints and assumptions:

e Delivery of the phase 3 building to be in operation for September 2024 in line with
the LUF funding milestone, noting that the memorandum for agreement between
Department for levelling up Housing and Communities and the local authority
(currently being drafted) states in clause 4.10 that the Council must spend all grant
funding by the end of the funding period, 31 March 2024.

e Inalignment with the Planning strategy that considers the requirement for a full
planning application for phase 3 only that is not reliant on any outline planning
permission being determined being undertaken by the combined authority, by a
date to be agreed (not part of this Business Case), and the wider masterplan for the
embankment being undertaken by PCC for conclusion in Q1 2022.

e Approval of the Business Case in January 2022 to allow funds to be approved to
maintain programme to achieve the delivery milestones outlined in the LUF.

e Appointment of the consultant team to commence design and legal advice at the
start of February 2022

A detailed project risk register (including control strategies) has been developed based on
the following risk categories: surveys and site constraints; commercial viability; design; legal;
procurement; operational; governance; construction logistic and programme.

The responsibility for management of risk for the delivery of the Phase 3 building will lie with
PropCo1l, which will delegate authority to the Combined Authority for the management of
risks associated with the design, procurement and delivery of the phase 3 building.
Authority for the management of risk will remain with PropCo1 up to completion of the
phase 3 building. Day to day responsibility for risk management will be the responsibility of
the Project Manager, who will hold quarterly risk workshops with members of the project
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team. The risk register will be reviewed at least monthly by PropCol. These monthly risk
reviews will be an integral part of monthly reporting to PropCol. Where management of
risk requires interventions beyond the authority delegated to the Combined Authority by
PropCol, decisions will be referred by exception to PropCo1l for agreement on how risks are
to be mitigated in line with the governance and agreed terms of reference outlined above
and to be set out in the Development Management Services Agreement

Covid-19 impacts and opportunities

A wealth of established and emerging evidence predicts that as a result of the Covid-19 crisis
Peterborough and the Fens, will be one of the hardest hit economies in the UK. This is partly
due to education deprivation and partly due to the region’s low-tech industrial base; factors
that combine to increase risks of the region also being one of the slowest to recover.

Therefore, a more inclusive recovery and regrowth strategy is needed for region’s economy;
one which increases higher value, more knowledge intense and more productive growth and
shifts the spatial distribution of economic growth and to support an increase in innovation-
based business growth across the whole the Combined Authority economy. This will be
more important than ever in the recovery following the Covid-19 crisis.

In common with a number of cities in the UK, the establishment of the university and
associated innovation eco-system aims to produce the knowledge engine to drive these
changes and ensure Peterborough is not one of the “left-behind” towns following the Covid-
19 crisis.

ARU'’s business model is less exposed to the potential impacts of Covid-19 than other HEls
for a variety of reasons including pre-existing blended delivery, lower reliance on
international students, low buildings overheads, low gearing and a broad curriculum offer
that is likely to be more resilient to the impacts of Covid-19. ARU has developed the
portfolio of courses for ARU Peterborough/the new University in Peterborough with due
consideration of suitability post Covid 19, including engagement with key stakeholders.
ARU's course portfolio and delivery model have proved extremely resilient to the effects of
Covid thus far, such that ARU is currently showing an 18% yoy growth in its student
population.

Local demographics indicate HE is about to enter a period of growth in the market, not least
due to the latent demand in the “cold spot” identified in the strategic case. It will
particularly target:

e First generation HE students of all ages.
e People who are unemployed, retraining or upskilling (esp. post COVID-19)
e Large Corporates and bespoke apprenticeship programmes.

ARU also has a strong track record in Degree Apprenticeships, built on a reputation for
vocational based HE provision (ARU is the largest provider of Degree Apprenticeships in the
UK and a thought leader in their development); a brand that will be further carried into
Peterborough. They are undertaking a wide range of preparatory activities to develop the
ARU-Peterborough offer taking full account of the impacts of (and opportunities presented
by) Covid-19 as they become clearer which will encompass the growth targeted through
Phase 3.

10
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A key potential impact of Covid-19 is that it might make young people who live locally, more
likely to study nearer to home; ARU-Peterborough is designed to fill the gap identified
through the “cold spot” and Phase 3 will, therefore, enable more students in the region to
study from home should they wish to do so.

11
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1 Strategic Case

1.1 Introduction

Peterborough has been recognised for many years as a cold spot for Higher Education.
Cambridgeshire and Peterborough Combined Authority (the Combined Authority), working
with Peterborough City Council (PCC), is committed to supporting the development of a new
higher education provider for the City, on its journey to becoming the University of
Peterborough, to:

e increase the skills levels of local people; and

e increase highly skilled employment opportunities, principally by generating and
accelerating an innovation ecosystem centred on artificial intelligence, digital and
advanced manufacturing technologies that enable new products and systems that
contribute to a net-zero carbon and healthier future.

These two objectives will support local people to gain access to long-term employment
opportunities and support local businesses to grow by making it easier to hire skilled
employees, invest in innovation and attract new high value firms to the city and surrounding

area.
The University project (as defined below) is being developed in phases.

“The University of Peterborough will be a high-quality employment-focused
University for the city and region. It will acquire an international reputation for
innovative technological approaches to face-to-face learning and in applied
technology and science. It will be characterised by outstanding student
satisfaction and response to local needs. The curriculum will be led by student
and employer demand as well as developing opportunities in the technological,
scientific and business areas. Its buildings will be architecturally leading, flexible
and environmentally friendly. The curriculum, academic community and
buildings will reflect a desire to be the greenest university possible”.

The principal phases of development of the new campus to host the University are as

follows:

e Phase 1: First Teaching Building - Establish the University campus in the city via the
first teaching building, providing space for 2,000 students from September 2022,
rising to 3,000 by 2025, studying Health, Social Care, Education, Management,
Finance and Law.

e Phase 2 Peterborough Research and Innovation Incubator - Build a base of
innovative and collaborative start-ups to support bottom-up development of the
innovation ecosystem: 20 hi-tech start-ups and scale-ups building an indigenous
innovation ecosystem specialising in net zero technologies in an innovation
incubator on the campus with Photocentric Limited as anchor tenant.

e Phase 3: Second Teaching Building and Living Lab - Grow the University via a second
teaching building supporting 1,700 more students from 2024, expanding its
curriculum into STEM fields and embedding the University in Peterborough through
the Living Lab and Cultural Quarter. The Living Lab will be a public-facing, high-

12
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quality interactive science centre for Peterborough with public space for exhibitions
and events, designed to stimulate and inspire more young people into STEM sectors.

e Phase 4: Inward Investing Research Institute & SPF-Funded R&D Programme —
Establish an innovation ecosystem focused on net zero technologies by attracting a
major Research Institute onto the university campus in Peterborough, and develop
an R&D Programme which facilitates the dissemination of research from the
Research Institute into local businesses, enabling collaboration in the ecosystem and
creating opportunities for local businesses to link into the Research Institute’s global
network of major net zero-focused businesses, ultimately stimulating local business
growth and demand for higher-level skills.

e Phase 5: Third Teaching Building & Sports Science Facility — Expand further the
teaching capacity with space for an additional 2,250 students on the embankment
campus for a total student headcount of 7,000 by 2031. This phase will include the
relocation and enhancement of the current Embankment Athletics Track to an
alternative site, with agreement of PCC and the Peterborough & Nene Valley
Athletic Club (PANVAC), to produce a Sports Science Facility in Peterborough. Like
the Living Lab within the Phase 3 building, these sports facilities will be open to the
public and play an active role in increasing sports and fitness engagement across the
city.

The intention is for the new University be fast-growing between 2022 and 2032 with a
review to be undertaken by ARU and the Combined Authority expected to take place in 2028
to evaluate the benefits and feasibility of the University becoming independent from ARU
with its own degree awarding powers and ultimately University Title. Progress has been
made by ARU-Peterborough in relation to its governance arrangements and academic
infrastructure, including the appointment of a Chair and set of governors, due to meet in
February 2022. Also, the appointment of an Inaugural Principal and management team to
lead operations of ARU-Peterborough and the development of the curriculum to be
delivered in the Phase 1 building, including 27 courses registered with UCAS.

The building development programme in already underway:

e Phase 1 has begun, and ARU-Peterborough will open to its first students in
September 2022. This first teaching building was approved for funding in late 2019
and is under construction with completion confirmed for July 2022.

e Phase 2 construction work has also commenced with Photocentric as joint venture
partner and the building’s anchor tenant. This Net Zero Innovation Incubator was
approved for funding in mid-2020, receive planning permission earlier this year and
commenced construction in October 2021. Completion is forecast for December
2022.

This Business Case is concerned with phase 3 of the University campus development, which
comprises a Living Lab, University Quarter Cultural Hub and expanded university campus in
Peterborough, to meet cultural, regeneration and economic levelling up priorities for the
region.

13
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It is recognised that there remains uncertainty around a number of elements of the project
that are the subject of this Business Case and robust mitigation measures are in place to
ensure the costs will not exceed the allocated budget and that Phase 3 of the project will be
delivered on time. These are described in other chapters of this Business Case.

1.2  Principal partners

1.2.1 Public sector partners

Cambridgeshire and Peterborough Combined Authority was established in 2017 under a
Devolution Deal with central Government. Its purpose, defined by the Devolution Deal, is to
ensure Cambridgeshire and Peterborough is a leading place in the world to live, learn and
work. The Combined Authority’s Devolution Deal, which runs for 30 years, also sets out a list
of specific projects which the Combined Authority and its member councils will support over
that period. A university for Peterborough is one of the major commitments in that list, and
the Combined Authority has already invested £43.5m through its devolved Gainshare,
Delegated Local Growth Fund and the Getting Building Fund, for which it was Local Lead
Authority.

Peterborough City Council (PCC) was formed as a unitary authority in 1998, having
previously been part of Cambridgeshire County Council. The council’s strategic priorities are
to: drive growth, regeneration and economic development; improve education attainment
and skills; safeguard vulnerable children and adults; implement the Environment Capital
agenda; support Peterborough’s culture and leisure; keep communities safe, cohesive and
healthy; and achieve the best health and wellbeing for the city. As well as a central role in
the University Programme, PCC is leading the regeneration of Peterborough via a range of
programmes, including through its Town Investment Plan, a £49 million programme of
projects encompassing business and skills, regeneration and infrastructure and visitor
attractions. During the creation of the Combined Authority, PCC was instrumental in
ensuring that the inclusion of a university for Peterborough was specified in the Devolution
Deal. As Local Lead Authority for the Levelling Up Fund (LUF), PCC secured the £20m of LUF
that forms the majority of the financing for this Phase 3 Project.

1.2.2 Academic Delivery Partner

Anglia Ruskin University Peterborough (ARU) is the Academic Delivery Partner (ADP) for the
University Project. ARU will work to develop a curriculum for ARU-Peterborough/the
university with flexible modes of delivery to address the characteristics of the region, its
communities and the Higher Education cold spot. Locally based, ARU is one of the fastest
growing universities in the UK with strong performing Science and Technology and Business
Faculties, several research institutions classified by the Research Excellence Framework as
world-leading and has a wide range of established international partnerships. On the basis
that ARU would be given the right to occupy both the first and second, majority public
funded, teaching buildings rent free, to conduct the business of offering higher education in
Peterborough, they were required to compete for the role of ADP through a procurement
that took place in 2019.

14
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1.3 Strategic context
1.3.1 About the Combined Authority

The Combined Authority has statutory powers and a budget for transport, affordable
housing, skills and economic development, made up of funding devolved from central
Government. The Mayor also has powers to raise monies through local taxes, although
these have not been used to date.

Under its new Mayor, the Combined Authority’s strategy is driven by the values the Mayor
wishes to be the hallmark of his term in office:

1. Compassion
2. Cooperation
3. Community

These frame how the Combined Authority will pursue the Devolution Deal’s overall aim of
achieving sustainable growth and integral human development, and give rise to an
investment programme that has the following six themes:

1. Health and Skills: building human capital to raise both productivity and the quality
of life.

2. Climate and Nature: restoring the area’s depleted natural capital and addressing the
impact of climate change on our low-lying area’s special vulnerabilities.

3. Infrastructure: from digital and public transport connectivity, to water and energy,
building
out the networks needed to support a successful future.

4. Innovation: ensuring this area can continue to support the most dynamic and dense
knowledge economy in Europe.

5. Reducing inequalities: investing in the community and social capital which
complement skills
and connectivity as part of the effort to narrow the gaps in life expectancy and
income
between places.

6. Financial and systems: improving the institutional capital which supports decision-
making and delivery.

The university project supports all of these, with specific emphasis and impacts on 1, 4 and
5.

The strategic policy framework within which Combined Authority works is summarised
below (CPIER is the Cambridgeshire and Peterborough Independent Economic Review).

15
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The Combined Authority’s Board brings together the Leaders of the councils in the area
under the chairmanship of the Mayor and is also attended by the Police and Crime
Commissioner, Chairman of the Fire Authority, Chairman of the Business Board and a
representative of the NHS.

1.3.2 About Peterborough City Council

Peterborough City Council is a unitary local authority for the City of Peterborough, which has
a population of just over 200,000 people. PCC’s five core values are:

e Expertise - recognise and value the differences, skills, knowledge and experience of
all colleagues

e Trust - honest and open in all dealings and deliver on promises

¢ Initiative - proactive and use creativity to identify and resolve problems

e Customer Focused - understand and aim to meet customer's diverse needs, treating
them fairly and with respect

e Work together/One team - work with colleagues and partners to deliver the best
services possible.

PCC’s constitution sets out how the council works, how decisions are made, and the
procedures it follows to make sure its work is efficient and accountable to local people.

The council is made up of 60 councillors and has a leader and cabinet model of decision
making. The Cabinet is responsible for running council services and ensuring best value is
delivered. They are also responsible for implementing policies, delivering services, approving
new policies other than major policies, playing a leadership role and generally promoting the
economic, environmental and social well-being of the city.

PCC’s vision is to ‘create together a Peterborough resident are proud to live, work and
grow up in and where services deliver what local people need and give value for money’.
PCC’s Corporate strategy 2021-25 signals a strong commitment to:

e Our communities — seeking engagement and contribution, ensuring everyone can
play a part in improving their own lives and the lives of others and

e Our environment — which is central to how we think and act. Reversing the trend of
increasing consumption and delivering on our commitments to becoming a truly
sustainable city,

Priority outcomes for the Corporate Strategy include:
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e Pride in our communities, our places and our environment

e  First rate futures for our children and young people, quality support for our adults
and elderly

e Better jobs, good homes and improved opportunities for all

PCC's Corporate Strategy 2021-2025 strategic priorities are:
1. Drive growth, regeneration and economic development

o To bring new investment and jobs
o To support people into work and off benefits
o To boost the city's economy and the wellbeing of all people

2. Improve educational attainment and skills

o To allow people to seize opportunities of new jobs and university provision
o To keep talent and skills in the city's economy

3. Safeguard vulnerable children and adults
4. Implement the Environment Capital agenda

o To position Peterborough as a leading city in environmental matters
o Toreduce the city's carbon footprint

5. Support Peterborough's culture and leisure trust Vivacity

o Todeliver arts and culture to all people

o

Keep all our communities safe, cohesive and healthy
7. Achieve the best health and wellbeing for the city
The new university programme particularly supports priorities on 1 and 2.

1.3.3 About Anglia Ruskin University

ARU is an innovative global university with students from 185 countries, based in
Cambridge, with campuses in Chelmsford, London and Peterborough offering a wide range
of courses in ‘computing and technology, engineering, law, business, economics, life
sciences, health and social care, the arts and education.

ARU includes six high-profile research institutes, StoryLab (originally known as the Culture of
the Digital Economy Research Institute), the Global Sustainability Institute, the Veterans and
Families Institute for Military Social Research, the Policing Institute for the Eastern Region,
the Cambridge Institute for Music Therapy Research and the Vision and Eye Research
Institute. Alongside these institutes ARU is engaged in a range of research groups, dedicated
to subjects as diverse as ecology, finance and economics, cyber security, and political
history.

ARU’s vision is transforming lives through innovative, inclusive and entrepreneurial
education and research and its values are

e Ambition
e [nnovation
e Courage
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Community
Integrity
Responsibility

ARU’s 2017 strategy sets out a 10-year vision, priorities and ambitions and is built around

three central themes.

Creating a leading learning and innovation ecosystem to deliver an outstanding
educational experience, combining the best of face-to-face and digital learning;
increase work-based opportunities; and activities that enhance academic success
and employability.

Building and nurturing vibrant university communities that are inclusive and
welcoming of all and with a particular focus on continuing to attract and retain
international students and growing postgraduate student communities.

Strengthening the underpinning operations of the University, building on its
reputation for enterprise, to be known for use of innovative, user-focused
approaches to problem-solving and putting the needs of those who study and work
with ARU at the forefront of the way it designs its activities.

The ARU Peterborough/university project supports all of these.

134

Policy alignment

National Policy
The UK needs a dual training system where vocational education and training is well known

and highly recognised worldwide due to its combination of theory and applied training,

embedded within real-life work environments. Central Government has outlined in its

Industrial Strategy the need to see more people equipped to acquire intermediate and

higher-level technical skills that the economy needs now and in the future. The Combined

Authority’s Skills and Jobs Transformation Programme, of which the new University and its

campus development is a key element, supports these wider national objectives including:

Levelling Up is the government’s pledge to increase opportunities in all parts of the
UK, “levelling up” all regions to align them with those most prosperous regions of
London and the South East. The specifics of the strategy are expected to be outlined
in a Levelling Up White Paper by the end of 2021, however several funding initiatives
aimed at Levelling Up have already been launched, including the Levelling Up Fund
and the UK Community Renewal Fund. Innovation and R&D funding will play a
significant role in rebalancing the economy, so addressing the existing innovation
imbalance, by changing the approach to funding and support, will be crucial for the
Government in delivering its levelling up agenda. The Council has secured £20m of
funding from the Levelling Up Fund to invest in Phase 3 of the University for
Peterborough project .

UK Innovation Strategy - Released in July 2021, setting out the Government’s
ambition for an innovation-led economy. The primary objective is to boost private
sector investment across the UK, creating the conditions for businesses to innovate
across the UK, addressing the existing regional innovation imbalance and driving the
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“levelling up” of the UK economy. As part of this, Government has committed to
increasing UK investment in R&D to 2.4% of GDP by 2027. The UK Innovation
Strategy states:

“We need to embed innovation across the country, drawing on geographical and
sector strengths in places and creating markets on a scale large enough to have a
global impact. To do this, we need to ensure more places in the UK host world-
leading and globally connected innovation clusters, creating more jobs, growth and
productivity in those areas.”

The model for place-based innovation developed in this programme will meet the
challenge set through the Innovation Strategy, to help create “a surge of business-
led innovation and an increase in firms’ adoption and diffusion of innovation”. In
particular, phase 2 and phase 4 help to establish a place-based innovation
ecosystem at pace and scale with the University at its centre: an innovation
ecosystem that attracts, supports and retains innovative manufacturing businesses,
enabling spin-out, start-up and scale-up firms to leverage technology and funding
through a Joint R&D Programme, to grow and establish themselves in the
Peterborough region. This is achieved by attracting global research institutions,
currently located in successful innovation ecosystems like Cambridge and elsewhere,
to relocate into left-behind cities with innovation potential, where they act as an
integrator of large groups of global companies to fund research programmes linked
to local industrial sector clusters. In the case of Peterborough, this will focus on Al,
digital and advanced manufacturing technologies related to the enablement of net
zero products, processes and power generation systems.

e Net Zero —including the recently announced 68% emissions reduction by 2030 and
the Prime Minister’s 10 Point Plan for a Green Industrial Revolution through
investment in innovative technologies and the creation of 250,000 green jobs.

e Oxford-Cambridge Arc — The Oxford-Cambridge Arc is already home to a booming
and varied economy that contributes significantly to the success of Global Britain.
Over the last 20 years, it has grown faster than any region outside London, and
employment and wages are above the national average. It is home to some strong
and innovative sectors, world-leading companies, internationally recognised
research and development centres and research universities. Peterborough, the
largest city in the Arc’s north, is important to unlocking future growth across the Arc,
driven by the region’s strong sector clusters of advanced manufacturing and future
energy technologies.

The Government’s proposed Post 16 education reforms aim to streamline qualifications for
students through the Post 16 Review of qualifications at level 3 and below in England to
create a coherent system with clear, high quality progression routes for students of all ages,
including the National Retraining Scheme. These need to support the recommendations of
the Augar Review into Post-18 Education funding and the review of Higher Technical
Education. The Government’s Level 4 and 5 reforms present an opportunity to ensure that
technical/vocational learning is available in Peterborough.
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Itis clear that Government HE policy is concerned with increasing the supply of higher-level
technical skills, ensuring genuine inclusiveness in higher education provision and
participation and supporting the expansion of agile modes of learning including distance and
virtual learning approaches to enable increased participation. All of these are strong drivers
for the approach to be adopted for the development of a new University for Peterborough.

This in turn supports the UK Government’s Industrial Strategy which articulates the national
strategy to achieve a vision of:

e The UK having the world’s most innovative economy.

e Good jobs and greater earning power for all.

e A major upgrade to the UK’s infrastructure.

e The UK being the best place to start and grow a business.
e Prosperous communities across the UK

A new University will make a substantial positive economic impact not only in the City but in
the wider sub-region supporting these national policy frameworks, enabling the region and
the UK to compete in an ever more dynamic global economy through innovation and
creating knowledge-intensive businesses. At the same time, it will deliver significant cultural
and social benefits that are inherent in the aims of these national policies.

Regional strategies
The new University project responds to key regional strategies, of which the following are

particularly relevant for phase 3:

e Cambridgeshire and Peterborough Independent Economic Review (CPIER) — The
2018 CPIER made a clear recommendation for the development of a university for
Peterborough and The Fens. The project is seen as crucial to addressing “uneven
access to higher education” and lower educational attainment figures for areas
geographically close to - but economically isolated from - existing centres of
education, by creating more pathways to higher education for local communities.
The CPIER stated that the university should be strongly rooted in the local and sub-
regional economy by drawing on established strengths in manufacturing and
engineering - citing the fact that the local economic benefits of university research
are magnified when local firms are “technologically close” to a university. The CPIER
also recommended high levels of investment to ensure a clearly defined educational
offer centred around subjects that integrate with the local economy and embrace
new technologies.

e The draft 2022 Cambridgeshire and Peterborough Combined Authority
Employment and Skills Strategy sets out a vision for Cambridgeshire and
Peterborough to be a “successful, globally competitive economy offering high-
skilled, well-paid, good quality jobs, delivering increased productivity and prosperity
to support strong, sustainable and healthy communities and enabled by an inclusive,
world-class local skills system that matches the needs of our employers, learners and
communities.” The Strategy explicitly references the priority for a new University in
Peterborough which raises regional higher education participation, and delivers
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technical courses aligned to local employers’ needs and jobs of the future. See
below for further details.

e Cambridgeshire and Peterborough Local Industrial Strategy (LIS) — The 2019 Local
Industrial Strategy identifies the northward expansion of the innovation clusters and
networks from Cambridge, as the primary route to improving the knowledge
intensity and quality of employment for Peterborough and the Fens. A specific goal
within the LIS is to scale growth further to benefit the whole area, building on
Cambridge’s World class assets to create inclusive growth across the regional
economy. The strategic approach the LIS defines to achieve this includes to:

o Improve the long-term capacity for growth in Greater Cambridge to support
the expansion of this innovation powerhouse and, crucially, reduce the risk
of any stalling in the long-term high growth rates that have been enjoyed for
several decades.

o Increase sustainability and broaden the base of local economic growth, by
identifying opportunities for high growth companies to accelerate business
growth where there is greater absorptive capacity, beyond the current
bottlenecks to growth in Greater Cambridge.

o Todo this by expanding and building upon the clusters and networks that
have enabled Cambridge to become a global leader in innovative growth,
creating an economy-wide innovation and business support eco-system for
inclusive growth

A key intervention specified for enabling this is a new university for Peterborough to
fill the higher-level skills gap in the north of the regional economy, support
accelerated business growth and raise individual opportunity and prosperity

e Cambridgeshire and Peterborough Local Economic Recovery Strategy (LERS) — This
2021 strategy responds to the economic impacts of Covid-19 and establishes the
goal for the region to make a leading contribution both to the UK’s recovery from
the Covid-19 pandemic and to its future global success. It sets out how CPCA will
accelerate the recovery, rebound and renewal of the economy, helping people
effected and achieving the ambition to double GVA by 2042 in a digitally enabled,
greener, healthier and more inclusive way.

The Combined Authority 2019 Skills Strategy provided a framework for expenditure against
strategic priorities focused on learning that delivers sustained job outcomes, productivity
and economic growth. Devolution of skills budgets provides scope to embed an approach
that coordinates local resources and establishes priorities.

The Cambridgeshire and Peterborough region plays an important role in the UK economy.
Although the area is home to large and globally significant businesses, small/medium
businesses dominate the local landscape. The region comprises three distinct economies
with differing sector specialisms and differing social and economic skills needs:

e Peterborough and surroundings (including north Huntingdonshire).
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e The Fens (including Fenland, some of East Cambridgeshire and part of
Huntingdonshire).

e Greater Cambridge (Cambridge and South Cambridgeshire, including southern parts
of Huntingdonshire and East Cambridgeshire)

Broadly speaking, Greater Cambridge has the highest levels of skills and the best educational
outcomes; Greater Peterborough and the surrounding area experiences lower levels of
employment and greater economic inactivity (suggesting an economy marked by longer
term issues relating to engagement and long-term alienation) and the Fens has lower labour
market performance, related to the accessibility of both jobs and training. Levels of
education deprivation are shown in the figure below and are concentrated in the north and
north-east of the region in particular.

Based on recent economic data/evidence collected from the CPIER and the Hatch Regeneris’
Skills Strategy Evidence Base Report, the Combined Authority’s 2019 Skills Strategy
identified a need for a University for Peterborough, which was included in the 2019 Skills
Strategy and reinforced in the draft 2022 Skills Strategy. The Combined Authority is
committed (as a devolution priority) to supporting the establishment of expanded HE
provision in Peterborough, with a course mix driven by the requirements of residents and

businesses.
Education deprivation is concentrated in the north-eastern areas of the CPCA. Peterborough and Fenland in particular
although there are small clusters in Huntingdon and Cambridge. By contrast significant areas of Huntingdonshire, South
Cambridgeshire and Cambridge are lowest in education deprivation.

Figure 4 17 Education, Tranieg Deprivaton M g 3 dasl 2o
LUL o = Distribution of qualification outcomes

Figure 4 14 Highest level of qualfication across CPCA (16-64 yr olds)

Sowce Aval Poputation Servey 2017

Peterborough is a recognised cold spot for HE provision in the region, which results a higher-
level skills gap amongst the working population (see section 1.3.5 below):

It is imperative that, to achieve inclusive growth, the Combined Authority concentrates
efforts on closing the skills gaps, and overcomes the barriers and challenges to progression
by developing bespoke life-long learning for all ages through a tailored approach. Key to
success will be growing local talent (alongside attracting new talent to the area). The
Combined Authority 2019 Skills Strategy, therefore, set a strategic direction to enable
sustainable futures by creating a culture of positive change within the skills arena following
three key themes:

1. Achieve a high-quality offer tailored to the needs of the three sub-economies.
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2. Empower local people to access education and skills to participate fully in society, to
raise aspirations and enhance progress into further learning or work.

3. Develop a dynamic skills market that responds to the changing needs of local
business.

The draft 2022 CPCA Employment and Skills Strategy sets out a vision for Cambridgeshire
and Peterborough to be a “successful, globally competitive economy offering high-skilled,
well-paid, good quality jobs, delivering increased productivity and prosperity to support
strong, sustainable and healthy communities and enabled by an inclusive, world-class local
skills system that matches the needs of our employers, learners and communities.”

Going further than the 2019 Skills Strategy, the draft 2022 Employment and Skills Strategy
sets out what this vision means for each of the groups interacting with the skills system:
people, employers, providers and place leaders:

experience fulfilment and good
physical and mental health with
productive, quality working lives.
They drive their own learning and
career journeys and feel confident to
enter and re-enter the labour market
over the course of their lives. They
can access support and learning to
meet their personal and work
ambitions when and how they need.

work collaboratively across

Cambridgeshire and Peterborough in

an integrated education and skills

system to deliver learning,

gualifications, careers education and

support to enable people to enter

the labour market in the ways that
suit individual's needs and ambitions.

are providing good quality jobs;
have the skills they need in their staff
and can recruit the right person for
the right job. They understand their
skills needs and their inputs shape an
agile, responsive skills system that
delivers a regional pipeline of talent,
matched to job opportunities to
support strong businesses and
enable business growth.

secure outcomes for the
whole place, convening and
supporting collaboration between
employers and the integrated skills
system, as well as linking into other
local services for people across
Cambridgeshire and Peterborough to
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lead healthy lives and fulfilling
careers.

As an essential part of achieving this vision the 2022 Employment and Skills Strategy
explicitly includes the priority for a new University in Peterborough which raises regional
higher education participation, and delivers technical courses aligned to local employers’
needs and jobs of the future. It also highlights the requirement to ensure that high-quality
employment opportunities are created in the region which the university’s graduates can
then fill, if the Strategy’s objectives for delivering increased productivity and prosperity are
to be achieved.

The 2022 Employment and Skills Strategy finds that current participation in higher education
varies across Cambridgeshire and Peterborough, including being just 6.7% in Peterborough
and 3.2% in Fenland. It also notes that the region’s education providers, whether on a
campus or operating from a satellite site, play an important role as anchor institutions in
their community, providing civic leadership, collaborating, driving investment to renew
localities and raise aspirations. However, patchy engagement with post-16/18 education is
exacerbated by education estate and access cold-spots — including in Peterborough — and
physical and digital access challenges for rural and deprived communities. The ‘Education
Cold Spot’ has long been recognised as a major challenge holding back prosperity in the
Combined Authority’s more deprived areas, particularly in the north around Peterborough.

These have been updated in the draft 2022 Skills Strategy which is built on four core themes:

1. Pre-work learning and formal education: ensuring people can access learning and
experiences during formal education that provide a strong foundation for labour
market entry and future working lives.

2. Employer access to talent: ensuring employers both drive and consume a dynamic
market of skills provision, which shapes the current and future workforce.

3. Life-wide and lifelong learning: ensuring people are aware of their learning needs
and opportunities and able to access provision that enables their development.

4. Supportinto and between work: ensuring coordinated support is available for those
who need additional assistance to transition into or between work.

The university project will catalyse action under all these themes. It is a Council and Mayoral
priority as well as a key intervention within the Local Industrial Strategy and the Skills
Strategy, to address the current disconnect between work and qualifications. Furthermore,
expanded higher education provision will be an essential component in realising the
ambitions set out in the Cambridgeshire and Peterborough Independent Economic Review
(CPIER) to: establish the foundations for raising aspirations and attainment in Peterborough
and the surrounding region; support business skills needs; improve productivity; stimulate
structural change in the sub-regional economy; and enhance the well-being of the local
population.

Moreover, young people in Peterborough and surrounding areas often leave school/college/
university without possessing some of the practical skills to function in the modern
workplace. There is concern also that the teachers/academics lack knowledge of vocational
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career pathways and technical curriculums and that there is currently a disconnect there is
between schools/colleges and employers/businesses. The Combined Authority’s strategies
focus on activity-based transitions that are outcome based and business-focussed within the
key sectors of Construction, Logistics, Agriculture/Food, Life Sciences, ICT/Digital, Health and
Social Care to create pathways to further study in either FE or HE.

The ARU Peterborough/University curriculum offer has been designed to support raising
aspirations to grow the student numbers from the local area, meet student expectations and
meet the needs of the local economy. Combined Authority’s policy is to prioritise skills
interventions, including supporting the establishment of a new University for Peterborough
with provision driven by local employer demand for skills in both public and private sectors,
encouraging apprenticeships. Through the LIS and LERS, The Combined Authority is also
working to activate employer demand and motivate learners and their families to raise their
aspirations.

1.3.5 Objectives

The Partners’ (the Combined Authority, PCC & ARU) ambition is to create a new University
for Peterborough that will deliver a step-change in life-chances for young people in
Peterborough and beyond. Key to the success of the new University will be its ability to
grow and retain local talent alongside attracting and retaining new talent to the area.
Through this project, the Partners are committed to raising personal and community
aspirations along with improving social-mobility and contributing to inclusive social and
economic growth. The Partners’ will continue to promote and support skills provision that
meets employer demand and motivates learners and their families to aspire to building
prosperous futures for themselves and their communities, harnessing lifelong learning.

The top-line objectives for the new University are:

e Improve access to better quality jobs and improve access to better quality
employment, helping to reverse decades of relative economic decline, and
increasing aspiration, wages and social mobility for residents.

e Make a nationally significant contribution to Government objectives for levelling up,
increase regional innovation, and accelerate the UK's net zero transformation,
while also helping to fulfil the growth ambitions of the Ox-Cam Arc and radiating
prosperity northward from Cambridge into north Cambridgeshire, the Fens and
Peterborough.

e Accelerate the renaissance of Peterborough as a knowledge-intensive university city,
increasing civic pride and satisfaction with Peterborough as a place offering a good
quality of life with improved public facilities, and providing a tangible example of
levelling up and a pilot for place-based innovation in left behind cities, that could
be adopted and adapted nationally.

e Translate the resulting increase in individual opportunity, prosperity and social
mobility into outcomes across wellbeing, health and healthy life expectancy from
the programme, and on into people living happier, healthier lives.
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Specific quantitative academic objectives for the new University are to commence provision
of education at the start of Academic year 2022/23 for a student headcount of 2,000, rising
to 3,000 through the first building and then onto 4,700 through this second teaching
building. The aspirational target is to rise further to a student headcount of 7,000 by the
academic year 2027/28.

Improving higher-level skills and the knowledge capacity must be accompanied by parallel
stimulation and supply of higher value jobs to provide opportunity for the increased number
of higher-level skilled people, including development of an innovation eco-system in the
region.

Replicating the “Cambridge Phenomenon” that has taken decades to evolve organically and
develop requires a specifically designed and long-term programme of interventions that
balance supply of improved human capital with demand for it. This in turn requires
indigenous and inward business growth that is more knowledge intensive and higher value,
requiring higher level skills.

In the case of Peterborough and The Fens, this means addressing the HE cold spot to
generate more level 5, 6, 7 & 8 skills, focused on key, higher value growth sectors such as
high-value manufacturing and digital. In comparison to the average city in the UK, and
within a workforce of 103,000, Peterborough needs be able to mobilise 17,000 more
workers at these higher skills levels, to become competitive as a place, and arrest four
decades of decline in prosperity and health outcomes.

Filling the higher-level skills gap in Peterborough and The Fens, will have limited impact
without effective measures to grow significantly the business and industrial demand for
those skills. This will require, concurrent development of the innovation and business
support eco-system to grow indigenous high-value firms and attract new ones to the city.

Employers both drive and utilise a dynamic education and skills system, which shapes the
current and future workforce. This will be addressed by establishing and expanding the new
university for Peterborough through the delivery of Phase 3, providing an increased pipeline
of graduates for employers.

There is considerable evidence of best practice in developing and managing place-based
innovation ecosystems, which has been used by the Partners to build a strategy to develop
such an eco-system for Peterborough and the Fens. It includes actors and components able
to:

e build on the regional master plan provided by the LIS, which identifies the threats
and challenges facing the regional economy and its key sector-clusters, along with
the potential skills and innovation interventions to overcome those challenges. It
has clear targets for ecosystem-level innovation outcomes in terms of inputs, such
as volume of R&D and knowledge generation, and outputs such as the value and
volume of new products and services created and launched into market, delivering
outcomes in terms of new, higher value, jobs created.

e operate locally with connectivity to a truly global, sector-based collaborative
network in Al, digital and high value manufacturing sectors into which to connect;
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enable the flow of information, resources, talent, and solutions between
complementary firms across networks, rolled out to Peterborough’s local network of
200 manufacturing firms, managed by Opportunity Peterborough;

connect firms through formalised innovation partnerships such as membership of a
broad R&D programme, or individual projects, innovation alliances (e.g. joint R&D
centres jointly staffed by business and universities). Such innovation creation
platforms must extend into commercialisation partnerships and market-entry joint
ventures and hubs, to ensure market-specific product and service launch and
innovation-based growth; and

provide a clear central coordinating service, facilitating cross-industry collaboration
and providing professional services in both management advice and technology
applications, capable of managing the ecosystem-level service provision, e.g. the use
of facilities and management of an extensive portfolio of R&D, as well as the
provision of commercialisation, incubation and growth services.

The Partners further anticipate that the new University (as expanded by Phase 3) will have:

a substantial positive economic impact on Peterborough City and the surrounding
region such that investment in the new University will generate direct, indirect and
induced impacts across a wide range of industries, supply chains and the wider
consumer economy;

a positive regenerative effect to support the transformation of Peterborough itself
into a regional centre improving the experience of all citizens and visitors to the
area, including generating new opportunities for graduate-level employment and
encouraging both local participation in HE and the local retention of graduates to
benefit the wider economy;

a transformational effect on the life-chances and well-being of its students and raise
aspiration more broadly within Peterborough and the surrounding region. We
anticipate that this will include:

o Improving life-chances, health and well-being outcomes of students and,
over time, the wider community;

o building confidence and capability among the graduates of the new
university and potentially encouraging innovation and entrepreneurship;

o enhancing the capabilities of those graduates who continue to live and work
in and around Peterborough to improve their productivity and earning
potential; and

o attracting and retaining investment locally to create more opportunities for
the people of Peterborough and the surrounding region to benefit from
higher education and contribute to the on-going success of the region.

Local strategies
Further investment in a University for Peterborough as a means of regenerating the city is a

priority reflected across several local plans and objectives. This includes the Peterborough

City Council’s Town Investment Plan (TIP), which aims to kick-start economic growth through

urban regeneration, the development of skills infrastructure and improved connectivity.

Specifically, the plan includes the development of “a university with the potential to

transform the city” on ‘Opportunity Site 5’ as a means of regenerating city centre space.
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There is also alignment with Peterborough City Council’s long-term regeneration and
investment priorities as identified in its Local Plan.

Phase 3 of the new University will support further in meeting the cultural, regeneration and
economic levelling up priorities in Peterborough (see below).

This will deliver the vision of the City’s Culture Board to upgrade, create and connect existing
and new cultural and creative spaces — in this case three museums, an arts venue, two
theatres and two libraries in 50 acres of renewed, open, green space in an enhanced natural
environment. In so doing, it creates a University Quarter that becomes a central cultural
hub for the city, attracting 50,000 visitors a year and creating a destination area greater than
the sum of its parts. The Living Lab will be the centrepiece of Peterborough’s new University
Quarter Cultural Hub.

This catalytic investment to create the University Living Lab and additional teaching space,
builds on and integrates £45m of prior and current investments made through the Local
Growth Fund (towards earlier phases of the new university) and Towns Fund (towards the
wider masterplan and infrastructure for the City). It will have a visible, tangible impact on
people and places, and support economic recovery.

The regeneration of the river embankment will open up a key leisure area for the city centre.
Opening up the embankment, clearing the scrub areas, illuminating it and populating it with
hundreds of students moving between the university quarter and the city centre will
improve public security and transform a poorly used city-centre site into a vibrant cultural,
commercial and community hub that local people can be proud of.

1.3.6 Current position

While the Cambridgeshire and Peterborough region has an enviable HE profile thanks in part
to the presence of institutions and universities that have a world-class reputation,
Peterborough has been recognised for many years as a cold spot for Higher Education (e.g.
Peterborough and Fenland have around a quarter of the number of HE entrants of South
Cambridgeshire)™.

Current HE provision in Peterborough consists of:

1. Peterborough Regional College: has around 4,500 students and a broad course
offering with particular HE teaching specialisms in engineering and construction,
primarily at the Park Crescent campus, including University Centre Peterborough
(UCP), a 100% owned subsidiary of Peterborough Regional College, providing around
500 qualifications per annum across business, engineering, digital, finance,
construction management and accounting disciplines. While its curriculum is
modelled on education pathways it is moving into curricula linked to employment or
business needs through development of a Green Technology Skills Centre with
support from the Towns Fund. UCP does not have degree awarding powers and
currently degrees are validated by Anglia Ruskin University.

2. Anglia Ruskin University: a satellite campus located in Guild House, Peterborough,
with bespoke provision of around 400 qualifications per annum in health, social care

1 Hatch Regeneris CPCA Skills Strategy Evidence Base, December 2018
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and education. ltis intended that this provision will be transferred to the Phase 1
new University at the embankment site once completed for academic year starting
September 2022/23.

There is no HE provision in Fenland or North Huntingdonshire. The dispersed rural character
of, and poor transport networks in, Fenland in particular make it challenging to establish HE
operations in these areas. The sparsity of population and travel to learn times (rather than
distances) have tended to inhibit the creation of viable provision, in the absence of flexible
modes of delivery to compensate for these characteristics of the region.

The result is that low skills levels have historically limited wages, progression and quality of
life:

e InPeterborough, low skills levels have historically limited wages, progression and
quality of life.

e The lack of a higher education provision in the region is a major contributor to poor
economic, social and health outcomes.

e Peterborough’s economy has been held back by a fragmented innovation ecosystem
lacking a unifying focus.

e The region is changing, seizing opportunities in the UK’s net zero transformation,
particularly in growing Advanced Manufacturing businesses.

e Transplanting key elements of the Greater Cambridge innovation ecosystem into
Peterborough, and creating an inherent connectivity into it, will help both places to
grow, rebalancing growth across the Cambridgeshire and Peterborough region, and
supporting ambitions for the Ox-Cam Arc.

1.3.7 Case for change

A Higher Education “cold spot”
To be effective the University must address the characteristics of the higher education cold

spot in the region (see figure below, sources: HESA and ILR 2012/13).

- 1: Lowest provision
-

W 10: Highest provision
Not included

If Peterborough matched the East of England an additional 12,000 people aged 16-64 would
have an NVQ Level 4 qualification or above and if Peterborough matched the UK, 17,000
more people would have such a qualification (see chart below).
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There is no doubt, therefore, that, as a higher education cold spot, Peterborough and the
wider Cambridgeshire and Peterborough region north of Cambridge is under-served by
current providers. Furthermore, there is a net-outflow of students from the East of England
with many fewer local students returning to the region after graduation; and, equally, many
fewer students who study in the East settling in the region after studying here, effectively
denuding the region of graduate talent (see HESA Destination of Leavers Survey figure below

with additional interpretation in the footnote?.

Home location of students Term time location of students Employment location of
graduates
The East of England
The East of England

\ g

Rest of the UK
Rest of the UK

Source: HESA Destination of Leavers Survey, 2014/15

Note: Populations cover those HE graduates in employment who have had a postcode in the selected region during their
time in HE. This includes their home address, term-time address and employment location.

2 The groupings from top to bottom on destination:

East of England (EE) students, who study in the East and stay after graduation

UK students (out of EE region) who study in the East and stay after graduation

EE students who study out of region but return after graduation

UK students (out of EE region) who study out of region but move into region after graduation
EE students who study in the East and leave the region after graduation [Net Loss]

UK students (out of EE region) who study in the East and leave after graduation

EE students who study out of region and do not return to the region after graduation [Net Loss]

Noubkwnek

Categories 5 and 7 outweigh categories 2 and 4. The net effect is a drain on the region. However,
these groups are not the target market for the University— these students are already travelling in/out
of region for a specific higher education experience which is already available. To compete directly
for these students with their current institutions of choice would be fool-hardy given the imbalance in
resources, infrastructure and brand equity. This route would lead to a “Red Ocean” of brutal
competition.
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Qualification levels in Peterborough, Huntingdonshire and Fenland are below national
averages, which contributes to limiting wages, progression and quality of life for residents
and unemployment rates are higher than the national average. The vision set out in the
Industrial Strategy notes that skills development is vital for growth in jobs and earning
power. The table below sets out some key labour market indicators®

Proportion of 16-64s with no qualifications 7.6% 5.7% 6.4%
Proportion of 16-64s with NVQ 4+* 32.1% 39.2% 43.1%
Average Attainment 8° score at KS4 46.3 - 50.2
Proportion of employees with jobs in managerial, 42.3% 48.9% 50.2%

professional & technical occupations (SOC group 1-3)°

In addition to the indicators above, in Peterborough:

e Wages are 9% lower than the England average.’

e Productivity per worker is 11% below the national average.?

e 41% of neighbourhoods (LSOAs) within Peterborough rank within the 20% most
deprived in the UK.°

e Social mobility is low, with Peterborough ranked 191 and Fenland ranked 319th out
of 324 local authority districts.*®

e Healthy life expectancy is below retirement age in many neighbourhoods and is
declining in the most deprived areas.!?

Long term structural problems in the labour market appear to have been exacerbated by the
pandemic. Rates of Universal Credit claims in the city doubled in the 12 months from March
2020 to rise above 27,000 in a city with a workforce of 120,000.'2 Nearby Fenland shares
many indicators of deprivation, with poor skills outcomes a key driver.

Peterborough ranks 34™ lowest out of 650 constituencies for the highest levels of child
poverty®3, with one in three children living in relative poverty, despite most families
containing at least one working adult. Improving access to skills and raising educational
attainment has the potential to reduce deprivation as well as provide residents with better
employment prospects.

The local population has grown at a faster rate than the national average, which will in due
course translate to a bigger local market for students. Moreover, the Cambridgeshire and

3 Metro Dynamics analysis of ONS data

4 NVQ4+ is a measurement of qualification level which is broadly equivalent to an undergraduate degree.

5 ‘Attainment 8’ is a measurement which captures the progress a pupil makes from the end of primary school to the end of
secondary school.

6 Standard Occupation Classification (SOC) groups 1 — 3 are workers in managerial, professional and technical occupations.
7 ONS (2021) Annual Survey of Hours and Incomes

8 ONS (2020) Subregional productivity: labour productivity indices by UK NUTS2 and NUTS3 subregions

9 Indices of Multiple Deprivation (2019).

10 Social Mobility Index, 2016

11 ONS Health and Life Expectancies, 2016-2018

12 https://cambridgeshirepeterborough-ca.gov.uk/what-we-deliver/resilience-2/

13 Analysis of government and HMRC data shows that in 2019/20 9,524 children aged 0-15 in the Peterborough constituency
were impoverished
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Peterborough area has a much lower proportion of 18-24 year olds in full-time education
than nationally and in Peterborough the proportion is very much lower than any other part
of the region except Fenland and East Cambridgeshire.

Proportion of Young People aged 18-24 in full-time education

Source: Hatch Regeneris CPCA Skills Strategy Evidence Base
Addressing provision to under-represented and under-employed groups is critical as there
may already be unfilled vacancies and employment opportunities within the region for
which there is a dearth of suitably qualified applicants. This is uncontested market space
where competition in HE (which is burgeoning) is largely irrelevant. The University can
expand on its unique offering to serve the cold spot, to attract under-represented groups
and to redress the balance between Peterborough and the rest of the region.

During the last four decades, Peterborough’s population has doubled, and with it, the level
of employment available. However, due to the much lower than average (nationally) supply
of Level 4-6 skills, it has proved difficult to grow or attract in, sufficient high-value firms to
maintain the city’s productivity levels. This has created a degradation in the average value
of jobs, wages and health outcomes that has significantly retarded the north of the
Cambridgeshire and Peterborough region’s economic growth potential, and its ability to
contribute to region-wide productive growth.

The lack of a higher education institution is a major contributor to poor economic, social
and health outcomes: Peterborough is one of the largest cities in the UK without a
university.!* This means higher education has felt inaccessible and irrelevant to many
people, and low aspirations entrench poor outcomes. In many parts of Fenland and other
rural areas around Peterborough drive times to the nearest university exceed 60 minutes,
making higher education practically inaccessible.

The lack of higher education provision in northern parts of Cambridgeshire and
Peterborough means fewer school leavers (at 18 years old) progress onwards to higher
education than would otherwise. In Peterborough, 31% of school leavers progress onto
higher education compared to 35% nationally, with more school leavers progressing directly
into lower-skilled employment. Crucially, 15% of 18-year-olds in Peterborough record ‘no
sustained destination’ six months after leaving school, compared to 13% nationally,
indicating that more school leavers in Peterborough choose either not to enter education or

14 http://lovemytown.co.uk/universities/universitiestable2.asp
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work, or are dropping out within six months. See figure below for destinations and
progression rates for 18-year-olds, 2019%°

40%
35%
30%
25%
20%
15%
10%
- 1IN i

0%

Higher Education Further Education Apprenticeship Work No sustained

B Peterborough East of England destination

ARU'’s analysis of demand for higher education in the Cambridgeshire and Peterborough
region predicts an increase in the number of 18-year-olds over the next 5 years leading to a
13% increase in students entering HE by 2025 (up to 6,105) with a static participation rate of
44%, and a 20% increase (up to 6,521) if the participation rate grows to the England average
of 47%. Demographic analysis suggests also that this new demand is likely to be from
groups who are more likely to stay in the region to study and then subsequently to work.®

Encouraging more residents into higher value jobs will help to raise social mobility in
Peterborough and especially Fenland which ranks in the bottom 1% of district councils on
these measures. The Peterborough Town Investment Plan notes that more deprived
residents tend to experience poorer health and educational outcomes and fail to progress to
higher paid jobs and better housing, in part because there is no local higher education
institution to enable social mobility. There is a danger of these residents becoming trapped
in low skill, low pay employment and failing to reach their potential.

Peterborough has been held back by a fragmented innovation ecosystem lacking a
unifying focus: disconnect between research and industry has hampered innovation in the
digital and advanced manufacturing sectors that holds the key to a renaissance for the city
and its region. Further, the lack of a higher education institution to act as a knowledge
engine for the region means that local firms have been cut off from access to key research
which could translate into business-level innovation. In recent years cities such as
Rotherham, Coventry and Middlesbrough, which all share similar economic characteristics to
Peterborough but are different in that they contain large scale research institutes to act as
local knowledge engines, have surged ahead while Peterborough has not.

The UK Innovation Strategy highlights the vital nature of interactions between universities
and businesses for spurring innovation. More broadly, the Innovation Strategy notes that
“innovation occurs in an ecosystem in which companies, research institutions, further
education providers, financial institutions, charities, government bodies and many other
players interact through the exchange of skills, knowledge and ideas, both domestically and

15 Metro Dynamics analysis of DfE School Leaver Destinations data (2019)
16 ARU analysis conducted for Phase One Full Business Case
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internationally.”*” Without a university or research institution to act as a knowledge engine
in a place it is unlikely that an innovation ecosystem will be able to form or flourish.

The diagram below from the UK Innovation Strategy presents a view of the components
required to establish an effective innovation ecosystem in a place. Currently the
Peterborough region is missing three (shown in orange) of the six necessary components.
The figure below shows components and gaps of Peterborough’s Innovation Ecosystem

[ Growth, jobs, health, societal welfare ]

*

Accelerate level, quality, efficiency and profitability of national innovation

Research &
-------- - technology i
organisations

Venture
capital & other
finance

R&D funding
bodies (e.g. UKRI,
Innovate UK)

Universities

Talent Finance Technology/ Knowledge

*Flows represented move dynamically between UK and the rest of the world

Without deliberate intervention, these missing components are unlikely to form naturally.

Connections between Peterborough's innovation ecosystem and nearby Cambridge will
help both places to grow, rebalancing growth across the Cambridgeshire and
Peterborough region, and supporting ambitions for the Ox-Cam Arc: Peterborough and
Cambridge are connected geographically, economically, socially and politically.

Peterborough is part of the Ox-Cam Arc and is on the northern edge of the ‘Golden Triangle’,
with Cambridge as its northern-most point. The Ox-Cam Arc is one of the world’s most
successful innovation ecosystems, with Cambridge recognised as a world-leading centre of
innovation. Over the last 20 years, The Arc has grown faster than any region outside London,
and employment and wages are above the national average. It is home to some strong and
innovative sectors, world-leading companies, internationally recognised research and
development centres and research universities.*®

Peterborough has a role to play in securing the ongoing success of Cambridgeshire and the
Ox-Cam Arc by acting as a centre for new growth in advanced manufacturing, helping to
unlock growth constraints which risk limiting the ongoing success of the Ox-Cam Arc.

The evidence base clearly shows that Peterborough and the north of the region more
generally, while not conventionally thought of as being “in the north”, has been “left
behind”. The CPIER notes that: “In many ways, [Cambridgeshire and Peterborough] is a
microcosm of the UK as a whole. It has a prosperous south, based around one principal city,

17 UK Innovation Strategy, July 2021
18 Creating a Vision for the Oxford-Cambridge Arc: Consultation (2021)
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which receives the majority of foreign investment and attracts high value companies and
talent from across the world. International evidence increasingly shows that this
concentration of growth leads to both high living standards and significant inequality.
Further north, there is much industry and innovation, but while there are many success
stories, business investment, skill levels and wages are lower.”

A more inclusive growth strategy is needed; delivering the region’s overall growth ambitions
means that action must be taken to increase productivity in the north of the region,
changing the spatial distribution of growth and supporting an increase in business growth
and skills levels across the whole of the local economy (particularly growth in higher value
businesses).

Core to this transition and future success is Peterborough’s growing cluster of green and
environmental innovative engineering businesses, focussing increasingly on zero carbon
technology, with the new University in Peterborough acting as the regional anchor
institution and knowledge engine.’ Local firms in this sector and wider manufacturing base
are integrated into the supply chains of the Midlands’ manufacturing sector, the energy and
agri-food clusters of the East of England, and the Advanced Manufacturing and Future
Energy clusters of the Oxford-Cambridge Arc.

Peterborough’s economic growth is therefore aligned with and will help drive the success of
the OxCam Arc, East of England, Cambridgeshire and Peterborough and the wider Midlands
/ England’s Economic Heartland growth areas.

A new approach

To reverse decades of relative economic decline in Peterborough and Fenland, the 2019
Combined Authority Skills Strategy identified a new higher education institution in
Peterborough as the only viable solution to the HE Cold-Spot, while the Local Industrial
Strategy identifies the northward expansion of the innovation clusters and networks from
Cambridge, as the primary route to improving the knowledge intensity and quality of
employment for Peterborough and the Fens.

The draft 2022 Employment and Skill Strategy acknowledges the progress made in
implementing the new university and emphasises the importance of delivering the new
university project.

To take part in and continue to support Peterborough’s knowledge intensive growth,
residents need local education pathways to access high quality jobs. If those pathways are
not available, then residents will miss out on the benefits of growth.

The chart below, from the East of England Forecasting Model, shows forecast skills level
requirements for employment in Peterborough to 2030. It shows demand for an extra
12,000 degree-qualified residents by 2030 in the City. The figure below shows historic and
forecast skills level requirements for employment in Peterborough, 2001 - 2030

19 Cambridgeshire and Peterborough Local Economic Recovery Strategy (2021)

35



A new University for Peterborough: Phase 3 Business Case

Historic and forecast skills level requirements for employment in Peterborough , 2001 - 2030,
EEFM 2019
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Meeting future needs in Peterborough means establishing a university and accompanying
innovation ecosystem at a pace and scale which generates impact as quickly as possible,
while recognising the substantial difficulties faced in doing so.

The core strategy for developing the University is based on directly tackling the
characteristics of the addressable component of the current market failures (the “cold spot”
identified in the CPIER and LIS) without unnecessary direct competition with existing
providers. The hallmarks of this strategy, based on a clear understanding of the market
needs in and around Peterborough and by balancing resource constraints, include:

e Aclear focus on under-represented groups and those “left behind” i.e. those who
cannot or will not travel to existing providers.

e Asolution based on a limited physical experience i.e. the capital available will
support only a modest campus development (at least) initially.

e A phased approach which evolves with the needs of the region and is facilitated by
successive successful phases of development i.e. a model in which viable provision is
established early and becomes the foundation for reinvesting in later phases.

e The development of highly effective, collaborative and cooperative relationships
between education providers to build a clear pipeline of opportunities, to raise
aspiration, to identify and promote role models and to create a source of
competitive advantage.

The vision for the University is that it will be:

“a high-quality employment-focused University for the city and region. It will acquire an
international reputation for innovative technological approaches to face-to-face learning and
in applied technology and science. It will be characterised by outstanding student satisfaction
and response to local needs. The curriculum will be led by student and employer demand as
well as developing opportunities in the technological, scientific and business areas. Its
buildings will be architecturally leading, flexible and environmentally friendly. The

curriculum, academic community and buildings will reflect a desire to be the greenest
university possible”.

The University will provide access to higher education for rural areas around Peterborough,
including Fenland, where in many cases drive times to the nearest University currently
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exceed 60 minutes. Establishing a new higher education institution in Peterborough will help
to raise aspirations and skills levels in surrounding areas also.

Wider impacts
Phase 3 of the University project will deliver significant social value through the provision of

a dedicated community cultural and learning space in a core area of the City Centre. It will
help raise aspirations and awareness amongst local people of the new university offer and
so will help attract local residents to study at the university. By enabling local higher
education provision, it will ensure that more highly skilled young people in Peterborough
remain in the city.

A higher education experience is one of the most powerful and transformational
investments which can be made both by individual students and by civil society more
broadly. Moreover, universities in cities help build community cohesion and drive-up
educational standards and attainment e.g. with lecturers/professors becoming governors at
local schools.

The Partners are determined to make these investments, to encourage others to make such
investments and to bring the positive benefits of higher education to the people of
Peterborough and the surrounding region.

A new University will, therefore, offer much more to the people of Peterborough and the
region. It will give Peterborough and surrounding areas an opportunity to reinvent its
economy as the city continues to grow in population, creating a virtuous circle for continued
growth of the economy and the new University, raising aspirations locally and supporting
business needs for skills.

1.4 About the project
1.4.1 Scope

Phase 3 is to develop a second teaching building for occupation by ARU Peterborough/the
new university with a Living Lab at its heart. This phase enables the university’s growth to
4,700 students between 2022 and 2027, with future growth in student numbers to follow in
Phase 5. This project is for investment in a 3,000m? second teaching building as part of the
expanding university campus, 1,000m? of which will be available for use as a University
Living Lab and public teaching space. The Living Lab will be a high-quality interactive
museum for Peterborough with public space for exhibitions and events. Upper floors of the
building will be provided exclusively as teaching space for Peterborough’s expanding student
cohort, hosting 1,700 students studying STEM subjects each year.

The Living Lab is designed to stimulate and inspire more young people into STEM sectors,
including into the university’s STEM-focused curriculum, which will be taught in the same
building. Broadening Peterborough’s cultural offer, it will provide a window into the city's
net zero future through events, exhibitions and flexible learning, including festivals of ideas,
immersive displays, hackathons, forums and evening classes. It will serve to increase skills
provisions in these areas, offering a step change in local education provision and supporting
the growth of net zero-focused industries and businesses in Cambridgeshire and
Peterborough.
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Project delivery in terms of work and spend on the Phase 3 building must begin in March
2022, to meet the terms of the LUF funding offer from the Department for Levelling Up,
Housing & Communities, with initial procurement of the consultant team by the Combined
Authority and commencement of the building RIBA 2 design. The building structure will be
complete by end of March 24, also to comply with the terms set out in the LUF funding offer,
noting that the memorandum for agreement between Department for levelling up Housing
and Communities and the local authority (currently being drafted) states in clause 4.10 that
the Council must spend all grant funding by the end of the funding period, 31 March 2024.

This Business Case is concerned only with the phase 3 development of the new University
for Peterborough campus comprising:

1. Development of the third university building on the Embankment site in
Peterborough City centre (this site will be built in phases as the University
establishes and grows).

2. Procurement of a consultant team for the design, procurement and management of
the delivery and aftercare of phase 3. The Peterborough HE Property Company
(PropCo1) joint venture between the Combined Authority, PCC and ARU is an
established and already operating, special purpose vehicle established to deliver the
initial phase of the university development. PropCol will require the support of an
appropriately skilled and resourced organisation to manage the delivery of this
project. This will include the following key activities:

a. Initial designs to enable early planning discussions
Technical documents for the procurement process

c. Management of the design development with the contractor through to
execution of a JCT D&B
Submission of planning application at the appropriate time

e. Practical management of the works as contract administrator/ clerk of
works, including regular meetings, quality assurance and delivery against
timescales.

f. Cost management and reporting

g. Compliance with funding obligations

3. Procurement of a main contractor to deliver the phase 3 University building for
opening September of academic year 2024/25.

1.4.2 Benefits

The main Benefits of the project stem from establishing Phase 3 of the University Campus in
Peterborough, for up to 1,700 more students from 2024/25, bringing the total number of
students to 4700, with a curriculum and delivery model that is designed to meet the skills
needs that growth in the Greater Peterborough business base will generate. The plan for
the courses to be provided, space required, and staffing levels has been developed by ARU
to support Greater Peterborough and the Fen’s key sectors.

The key benefits to be delivered by this Phase 3 project include:
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Number of temporary jobs created: 264 in construction?®.
Number of jobs created: 157 created over the first 4 years (98 academic staff and 59
professional services)?'.

3. Number of indirect and induced jobs created: 16 indirect jobs in the University
supply chain and 16 in the local economy as a result of increased employment in
education®.

4. Number of indirect jobs as result of increased footfall and increased local economy
spend by additional students and university employees: 67 jobs?.

5. Increase in GVA associated with additional graduates in workforce, increased
income earned from graduate roles and increased spend in the local economy over
10 years: £83m.

1.4.3 Risks, constraints and dependencies

The main risks associated with achieving the project outcomes are set out in the risk register
at Annex 6.1 together with measures to mitigate and manage them. The main risks are
summarised in the tables below for each of the phase 3 infrastructure works and delivery.

The table below summarises the key constraints that have been placed on the project and
within which it must be delivered:

Timescales A requirement in the terms of the LUF funding offer to start in March 2022 with
initial procurement of the multi-disciplinary team which will then provide design,
procurement, planning and management of construction works to complete by
end March 2024.

This will require a site to be selected with fewest development constraints, which
will be subject to further development of the design in RIBA 2 and due diligence on
the selected plot.

The selection of the procurement route for the main contractor will be critical in
the ability to meet the timings required.

The critical path runs through the appointment of the new consultant team, site
selection, design, planning running in parallel with procurement, PropCo1 sign off,
enabling works, construction and fit out prior to opening September 2024/25 with
no programme float.

20 Based on (2012) Forbes D. at al, “Forecasting the number of jobs created through construction”. 1
job per £75,000 of expenditure (2012 prices, 1 job per £90,600 at current prices). Assumed 1 year
construction contracts. Construction costs assumed at 80% (20% design and professional fees) of
capital costs and distributed over 4 years.

21 Assumed academic staff 5% of total students number; and professional services 3% of total
students number (based on Phase 1 FBC)

22 The calculation is based on Type 1 Education industry employment multiplier for indirect (1.1) and
Type 2 Education industry employment multipliers (1.2) for induced jobs and it is based on the direct
jobs created in Education. Source: 2020, Scottish Government. Supply, Use and Input-Output Tables
and Multipliers for Scotland 1998-2017.

23 Based on £29,797,016 increase in local economy spend over 10 years (by additional students and
University employees relocating in the area) and £44,378 GVA value per additional new job created in
wholesale and retail industry
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Procurement

Consultant team — The Combined Authority will procure the consultant team
under an existing framework ready for appointment in February 2022 to comply
with the LUF funding terms.

Main Contractor phase 3 - Agreement of the procurement strategy for this phase
will be agreed on award of the consultant team for the main contractor.

Capital
funding

Phase 3 (£27.9m: for the Living Lab, university quarter and second teaching
building, including a £20m investment from the Levelling Up Fund): Construction
complete in 2024 for the Living Lab and second teaching building supporting
additional 1,700 students (570 graduates per year), with potential for significant
growth in student numbers in future.

The £20m of Levelling Up Funds requested will be leveraged with £7.9m of local
investment from the City Council, Combined Authority and ARU to help establish
the university quarter.

Investment into Living Lab, University Quarter and second teaching building

LUF (PCC)

Contributor PCC CPCA ARU Total

Value (E€m) 20 1.87* 2 4 27.87

% of total 71.8% 6.7% 7.2% 14.4% 100%

*land value to be confirmed by red book valuation

Outcomes

Up to 2,000 students for the 2022/23 academic year, rising to 3,000 by
2024/25 in phase 1 rising to 4,000 by 2025/26 and 4,750 by 2027/28 in
phase 3 with an aspirational target (subject to availability of the necessary
capital funding) of up to 7,000 students by 2030/31.

Design

The design will need to be developed within the overall funding envelope, in
consideration of the enabling works costs and infrastructure costs.

Land

Clean title for land required to construct Phase 3 from PCC including
indemnification from covenants etc. to be determined following plot selection and
due diligence on the plot by the design team following award in February 2022.

Planning

The planning strategy for phase 3 has been tested with the Local Planning
Authority through pre application discussions. The strategy involves a full planning
application for phase 3 coming forward for determination ahead of a wider outline
planning application (OPA) for the University campus. The OPA will be developed
concurrently to ensure there is visibility of the long-term campus growth strategy.
A masterplan commissioned by PCC and being developed out over winter 2021/22
will also inform both the full and OPA applications. This strategy will allow for the
timely determination of a planning permission for phase 3, followed by an OPA for
the longer term.

Budget

The budget for phase 3 has been tested at RIBA 1 for option 1 and the current
assumptions made in this Business Case. However, any change in those
assumptions will need to be managed by the consultant team in conjunction with
PropCo1l within the agreed budget without determents to the outcomes required
under the LUF. Further details of the risks and mitigation around these
assumptions are stated in the Risk Register in Annex 6.1
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The table below summarises the key dependencies that are outside the scope of the project
on which its ultimate success depends:

Adjacent Local transport projects and third-party development on land earmarked for
development | future phases of the University.

Interface with other phases of the development phase 1 & phase 2 from logistics
and potential for different contractor delivering infrastructure beyond current
phases.

Land At the time of writing this Business Case, a preferred location of phase 3 has
been identified as part of a RIBA 1 design. The Business Case assumes a land
value based on phase 1 valuation and actual size of plot, valuation and due
diligence will be required after the approval of this Business Case.

Funding for A requirement in the terms of the funding offer from the Department for

Phase 3 Levelling Up Communities & housing, stipulates that the project must deliver LUF
expenditure by 31 March 2022. To enable this, a number of legal dependencies
need to be satisfied as follows.

For work and spend to start in March 22, a formal contract must be signed by
PropCol, by the 15 February 2022, with the procured multi-disciplinary
consultant for the initial work packages of RIBA Stage 2 design to inform planning
applications.

For PropCol to place the contract above, it must be in receipt of the phase 3
funding of £26m. To enable transfer of that funding from PCC, ARU and
Combined Authority, amendments will need to be made to the original
Shareholders Agreement between the parties, reflecting the investment for
shares from each party, constituting the additional £26m of cash invested (and
later, the land transfer from PCC). Related to this, an Agreement for Lease for the
second building from PropCo1l to ARU-Peterborough, is required to be signed as
well as updates to the existing Collaboration Agreement.

Enabling The assumptions made in this Business Case regarding the site selection will
constraints need to be tested by the consultant team and the timeline / strategy for any
enabling works following due diligence of that plot.

Parking The location of phase 3 on the regional pool carpark (option 1) will require
relocation of the 200 parking spaces into an alternative location — currently
under review between the Combined Authority and PCC with one option being
an adjacent council owned car park. Itis only the 140 phase 1, 2 and 3 related
spaces that will need to be re-provided from the overall 200.

This will necessitate further parking capacity modelling, currently being
undertaken through an update to the City Centre Parking Strategy, reporting
Spring 2022, and a corporate decision and associated approvals to agree to any
loss of income generating car parking spaces to the Council in favour of the
university.

As part of the agreement, it will also be necessary for the Combined Authority to
agree with PCC and PropCo1 the relocation of spaces within the regional pool
carpark attributable to PropCol.

The agreement and relocation of current parking on the regional pool car park
will need to be undertaken by end Q4 2022 such that on entering into the
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contract with the main contractor for the works in January 2023, the relocation
can take place for construction, enabling and site set up works to begin prior to
spade in the ground March 2023.

Itis also assumed as part of this Business Case that following the review of local
parking capacity that the additional parking requirement for phase 3 (staff and
students) could be accommodated in current parking provision post covid 19.
This is subject to further review and agreement with PCC as corporate landlord
and separately as the LPA and will require contribution to transport mitigation
measures as part of Planning determination for phase 3.

The table below summarises the key Operational Risks

Ability to
Recruit
Students:

Student recruitment, marketing and admissions processes and systems to include UCAS
support, direct entry and employer-sponsored routes are vital to the success of the new
venture. It is anticipated that the focus of these services will be positive, proactive,
outgoing and engaging to reach out to under-represented groups, to engage with their
needs and win their active participation in the University and PUFC.

Development of
an Arena on the
embankment

Following a review of the proposals put forward in the Peterborough Embankment
Masterplan on Saturday 20th November and the public webinar on Monday 22nd
November ARU area ware of the future proposals for an Arena on the Embankment.

The dominant footprint of the stadium, so close to the University, will significantly
jeopardise the effective operation and future growth of the University; undermine the
economic and social returns on the investments already made; and, ultimately, limit the
attractiveness, viability and future potential of the University.

ARU and Partners remain dialogue with PCC and its representatives on the Masterplan
which is benign developed for publication end of January 2022; although it is noted that
this does not currently form part of any planning policy nor has a formal planning
application come forward for the arena as of the date of the business case
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2
2.1

Economic Case

Option identification

Critical success factors (CSFs) for the project can be grouped into three broad headings:

2.1.1

Factors relating to the continued development of the University.
Factors relating to the physical regeneration and cultural development of the City.
Factors relating to the design and delivery of the physical infrastructure.

Critical success factors

Factors relating to the development and success of the University

1.

Ability to Recruit Staff: The quality of the University is critically dependent on the
calibre of its staff. Recruiting and retaining high calibre staff is the first critical
challenge. The development of the Living Lab, University Quarter Cultural Hub and
expanded University will support this creating more teaching and research
opportunities and inspire a wider group of learners.

Ability to Recruit Students: UK universities now operate in an environment that has
many (though not all) of the characteristics of a market. They compete for students,
compete for staff, compete for research funding, and league table standings. Phase
3 must be seen as relevant to not only the Peterborough community, but also the
wider region and the whole country.

Ability to engage with local businesses and industry: Large corporate businesses
represent a significant group of stakeholders and will present an opportunity for
both course development, industrial collaboration/placement opportunities and
future employment destinations for graduates. However, students are expected to
foot most, if not all, of the costs of this vocational training. The success of STEM and
apprenticeship programmes will be key to levelling up aspirations. To address the
persistent local skills deficits which hold back Peterborough’s growth aspirations will
require businesses not only to engage but to support some of the costs of educating
their future work force.

Curriculum Development to Fit the Target Market: Higher education is in a state of
flux. Industries are changing, post-pandemic norms are adapting giving rise to
increase expectations from students. Students no longer wish to sit in large classes
for fixed periods of time at certain times of the year and want instead to move
through the curriculum at their own pace and at a time their choosing. This will
require adaptive learning tools and support for blended and distance learning so
that students do not feel isolated and alone.

Creation of the Academic Infrastructure: To meet the expectations of the twenty-
first century, requires not just excellence in teaching, but also in all the facilities and
services that make up the expanded University. Student and academic services need
to provide a full range of social, welfare and other student-facing services alongside
that of academic assessment, examinations, graduation etc.

Factors relating to the physical regeneration and cultural development of the City.
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6. The Living Lab, University Quarter Cultural Hub and expanded university in
Peterborough, will meet cultural, regeneration and economic levelling up priorities
in Peterborough by:

e Creating a new landmark cultural asset, The Living Lab.

e Regenerating a dilapidated mixed brownfield site adjacent to the city centre to
create a new destination space for Peterborough, the University Quarter
Cultural Hub, with the Living Lab at its centre.

e Providing facilities within the Living Lab building to: support 1,700 local
students studying in STEM fields; supporting a critical stage in the expansion of
the University of Peterborough; and addressing the persistent local skills
deficits.

Factors relating to the design and delivery of the physical infrastructure

7. Meeting the Budget: The phase 3 building including the external landscape and
supporting infrastructure must be delivered within the budget of £27,870,000 based

on £20m of Levelling Up Funds, leveraged with £7.87m of local investment from
Peterborough City Council, the Combined Authority and ARU. The timeline requires
approval of the Business case in January 2022, and this has meant that it is not

possible to meet the requirements of a Full Business Case and can only rely on the

information available at the time of writing to present a deliverable strategy that will

meet the outputs and timelines required in the LUF application. Further work is

needed to test assumptions, develop the brief, and site response, in consideration of

the ongoing consultation in parallel with the wider outline planning permission (not

forming part of this Business Case). This will require a Full Business Case once

contract close, land transfer, parking agreements (PropCo1) and shareholder

agreements are in place for end Q4 2022.

8. Meeting the Programme: The phase 3 building must be open for business to
students in September 2024. This will need to be achieved through a detailed
programme management that will correlate all key interdependencies, such as

achieving planning consent, design freeze, tendering and procurement etc, in

addition to delivering an efficient building form and utilising readily available

components that will minimise the risk of construction over-runs. The master

programme assumes the following critical path milestones are achieved to meet this

key Milestone:

a.

b.

Business Case approval January 2022.

Full Business Case and reviewed following RIBA stage 2 design and costings;
and selection of contractor July 2022.

Planning application submitted in September2022 for determination in
January 2023.

Main Contractor enters into a pre-construction service agreement and
commences design and agreement of contract sum in July 2022 (pending
agreement of the procurement route on award of consultant team by the
Combined Authority in February 2022).
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10.

11.

12.

e. Legal agreements concluded by PropCol and sign Main Transactional
Agreements for Phase 3 in December 2022.

f.  Main Contractor agrees contract sum in January 2023.
g. Completion for operation in September 2024

Delivering the Spatial Brief: The spatial brief for the Living Lab is embryonic at this
stage with the curriculum, course structure, timetabling etc remaining to be
developed and agreed by ARU. It is anticipated this will be concluded in Q2 of 2022
and that the building will accommodate a spectrum of spaces including specialist
teaching, general teaching, study, public engagement, and ancillary operational
spaces to support the current specialisms of:

. Business and Innovation.

° Creative Digital Art and Science.

. Health Education and Social Care.

° Engineering, AgriTech and the Environment.

Masterplan: An Outline Planning Application (OPA) for the University Quarter is
currently being progressed, although phase 3 will be determined as a standalone
application ahead of a decision on the OPA. The location of phase 3 will be taken
into consideration by the OPA. An option appraisal study has been undertaken to
assess the preferred site for phase 3, the Living Lab, within the overall Embankment
site. Following this evaluation, option 2 — the Artificial Pitch site to the south of the
phase 1 and 2 buildings — is the equal preferred option for the location of the Living
Lab but this Business Case has been prepared on the basis of option 1 due to the
potential programme and cost risk of option 2 associated with the relocation of the
all-weather pitch. This decision will be reviewed prior to commencement of the
next stage of the design process (RIBA 2) once further detail is known on the
associated planning issues, as well as any implications for the loss of parking spaces
necessitated by option 1. The project must deliver a clear logistics strategy that
seeks to minimise impact on operational buildings during the building of future
phases, and critically the experience of students and staff using these buildings.

Respond Positively to Stakeholder Consultation: The phase 3 building, and wider
masterplan, must respond to the output from a wider stakeholder consultation to
ensure a project that can be delivered successfully. It must also achieve a high-level
of ‘buy-in” within the city and region without detriment to budget, programme or
operational aspects of the project. This will be critical both for the successful
delivery of all phases of the project to 2032 and to ensure that partners in the city
and region are supportive of the University as it develops.

Obtaining Planning Consent: The phase 3 building must achieve planning consent by
January 2023 to meet the inter-related requirements of the project programme and
be open for business in September 2024. This will need to be achieved through a
close and collaborative working partnership with the local planning authority and
the project team via a Planning Performance Agreement, including a pre
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13.

14.

2.1.2

applications service, identifying issues early to inform the design process and
minimise the risk of a refusal and pre-commencement conditions.

Levelling Up Priorities: The co-location of the Living Lab within the university, and its
integration into connected libraries, theatres, and museums, creates a Cultural Hub
which will play an important role in bringing local people of all ages into the
University Quarter. In this way, it will open the horizons of local people and better
integrate the university with the city, producing wider economic benefits for local
businesses and institutions. The Living Lab, part of the expanded University Quarter
in Peterborough, will meet cultural, regeneration and economic levelling up
priorities in Peterborough by:

° Creating a new landmark cultural asset, The Living Lab.

. Regenerating a dilapidated mixed brownfield site adjacent to the city
centre to create a new destination space for Peterborough with the
Living Lab at its centre.

° Providing facilities within the Living Lab building to support 1,700 local
students studying in STEM fields, supporting a critical stage in the
expansion of ARU Peterborough/the university, and enabling economic
recovery and growth and levelling up by addressing the persistent local
skills deficits.

Be Relevant, Adaptable and Flexible: The phase 3 building, including its
environmental systems, must be designed to be adaptable to respond the changing
needs in the future. The Living Lab will provide a window into the city's net zero
future through events, exhibitions, and flexible learning, including festivals of ideas,
immersive displays, hackathons, forums, and evening classes. Exhibitions and
facilities at the Living Lab will explore green technologies, such as vertical farming,
renewable energy, and green vehicles, making the University’s STEM curriculum
more accessible and relevant to local people.

Options

Living Lab, University Quarter Cultural Hub and expanded University in Peterborough

development
No previous Outline Business Case has been undertaken for phase 3 aside from the Business

Case for the Levelling Up Fund. The Value for Money assessment in the Levelling Up Fund

application concluded that delivery of the Living Lab, University Quarter Cultural Hub and

expanded University in Peterborough (the Recommended option), was the preferred way

forward on the grounds of both affordability and economic impact. This Business Case has

reviewed three options to test this impact as follows:

4.

Phase 1 stand alone: The first phase of the project to establish the new University
Campus in Peterborough with capacity for 3,000 students by September 2022. As
this Phase is currently under construction and fully committed to by the partners it
is regarded as the ‘Do minimum’ option.

Phase 3 stand alone: this option considers Phase 3 as if it were intended to function
alone (i.e. completely separately and independently from Phase 1). It considers the
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merits of investing in the Phase 3 based solely on its £28m cost to delivering capacity
for 1014 students in September 2024, rising to 2347 by September 2030.

6. Phase 1 and 3 combined: this option reviews the cost and benefits of Phase 1 and 3
combined. Itis the proposal contained in this Business Case of establishing a second
teaching building for ARU Peterborough and a high-quality interactive science
museum for Peterborough (The Living Lab). For the purposes of this Business Case
this is regarded as the ‘Recommended option’.

Having established this strategic approach to development of a University in Peterborough,
the options considered are thus:

1. Do minimum: Deliver Phase 1 only with capacity for 3,000 students by September
2022.

2. Phase 3 stand alone: Review of the costs and benefits solely attributable to Phase 3

3. Recommended option: reviews the cost and benefits of Phase 1 and 3 combined. It
is the proposal contained in the Business Case for the Levelling Up Fund to establish
a second teaching building as an expansion of Phase 1 project and a high-quality
interactive science museum (The Living Lab).

The following subsections present a summary analysis of these options against the project
aims and objectives, including indicating:

e Any options likely to fail to deliver the project objectives or sufficient benefits.
e Any obvious impracticalities inherent in any of the options.
e Any options that are clearly unfeasible, unaffordable or too risky

Do minimum (Phase 1 only - 2020/21 base year for prices)

e The key benefits to be delivered include (in summary):

o £294.5 million in Net Present Benefits over a 10-year period.

£29.0 million in Net Present Costs over a 10-year period.
£265.5 million in Net Present Value over a 10-year period.
Benefit Cost Ratio of 10.1 over a 10-year period.
Total of 14,311 additional graduates by 2029/30.
Maximum students in any one year — reached at 3,010 from 2023/24

0O O O O

onwards.

Phase 3 stand-alone (2020/21 base year for prices)

e The key benefits to be delivered include (in summary):

o £68.9 million in Net Present Benefits over a 10-year period.

£25.4 million in Net Present Costs over a 10-year period.
£43.6 million in Net Present Value over a 10-year period.
Benefit Cost Ratio of 2.7 over a 10-year period
Total of 3,510 additional graduates by 2029/30.
Maximum students in any one year — reached at 2,347 from 2030/31
onwards.

O O O O O

Recommended option
e The key benefits to be delivered include (in summary):
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£363.4 million in Net Present Benefits over a 10-year period.

£54.4 million in Net Present Costs over a 10-year period.

£309.0 million in Net Present Value over a 10-year period.

Benefit Cost Ratio of 6.7 over a 10-year period.

Total of 5,357 additional graduates by 2029/30.

Maximum students in any one year — reached at 5,357 from 2030/31

O O O O O O

onwards.

Phase 3 building locations
The site for the University Quarter is approximately 13 hectares and sits to the north of the

Embankment site currently being master planned by Peterborough City Council (PCC). It also
encompasses the consented phase 1 and 2 buildings and landscape. The University will be
located on the Embankment, a 55-acre site located to the southeast of the city centre and
within approximately a 5-minute walk from the centre.

The overall Embankment site stretches from the Cathedral to the north, southwards to the
River Nene; and from the city Lido and Theatre in the west to the Frank Perkins Parkway, a
primary highway accessing the city from the A1(M), to the East.

The site currently accommodates:

a. Large open public space to the south that is used for temporary events in the
city.

b. A regional pool / gymnasium and associated parking.

c. Athletics track and artificial pitch.

d. A public car park.

e. A small children’s play area.

The site is substantially an open area used for social, recreational, leisure and cultural uses
and buildings are limited to the regional pool and a single storey changing facility for the
running track. The site has several overgrown poorly maintained tree belts, generally
planted to screen sports facilities and car parks. The site is crossed by several foot / cycle
paths particularly focused along the River Nene, the leisure facilities to the north and
adjacent to the elevated Parkway to the east. The site affords good access to the city centre
to the north-west; is linked to the east via an underpass and towpath below Parkway and to
the west to existing footpaths around the Theatre, Lido, and Old Customs House.

An option appraisal study was undertaken to assess the preferred site for phase 3, the Living
Lab, within the overall Embankment site. The requirement to locate the building within land
designated within the Outline Planning Application, currently being developed, was a
prerequisite for the optional appraisal. In addition, to deliver the project within the required
timescale, the use of land currently accommodating the athletics’ track and Regional Pool
was deemed not feasible.

Following consultation, four strategic locations were identified:

Option 1 —Artificial Pitch (South of Phase 2).

Option 2 — Regional Pool Car Park.

Option 3 — Bishops Park, north of the Regional Pool.
Option 4 — Bishops Road / Parkway (North-east).
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Option 1 — Regional Pool Car
Park

Option 2 —Artificial Pitch
(South of Phase 2)

Option 3 — Bishops Park, north
of the Regional Pool

Option 4 — Bishops Road /
Parkway (North-east

Following this evaluation, option 1 and 2 emerged equal in overall scoring. Through the
consultation both locations were considered to have good cohesiveness with the buildings
delivered in phases 1 and 2 creating a strong sense of ‘campus’ and protects the student
and staff experience during future phases of work. Option 2 —to the south of the phase 1
and 2 buildings — remains the preferred option for the location of the Living Lab.

However, given the planning policy requirements associated with the replacement of the
Artificial Pitches, option 1 (Regional Pool Car Park) was considered the most deliverable in
planning terms at this stage in meeting the LUF funding milestones. This decision will be
reviewed on appointment of the consultant team for phase 3, prior to commencement of
the next stage of the design process (RIBA 2) once further detail is known on the associated
planning issues and parking strategy outputs. All options considered deliver the desired
outcomes of the project given that the use/scale of the building is the same for each option.

This Business Case assumes delivery of the phase 3 building to the east of the current
development on the former Wirrina Carpark (option 1). Although the preferred option is to
the south of the current development (option 2), option 1 forms the basis of this Business
Case due to the potential programme and cost risk of option 2 arising from the likely need to
gain planning approval for relocation of the football pitch currently on the embankment
prior to determination of an OPA. Option 1 is not without programme and risk and requires
transport and parking strategy; to be developed on appointment of the consultant team in
February 2022. However, this is considered to present less risk to the required timeline.

As a result of this, this Business Case has been developed based on the option that provides
the least programme risk to meet the constraints outlined above. The assumptions made in
the planning strategy to mitigate the programme risk, should therefore, be revisited in
February 2022 with the consultants who will be appointed by the Combined Authority on
15th February 2022.

The assessment was informed by a full desk top analysis of the constraints and opportunities
of the site and each option was assessed against several key criteria greed by the project
team as noted below:

1. Heritage impact.
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Title impact.
Visibility / Identity.
Access to city amenities.
Cost impact (infrastructure + public realm).
Landscape impact.
Geotechnical.
Impact on residential.
Campus growth.
. Logistics (Construction).

L 0N RE WD
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2.2 Value for money

2.2.1 Economic appraisal

The main Benefits of the project stem from establishing a University Campus in
Peterborough, for 2,000 students from September 2022 growing to 5,357 students by 2030

(see table below), with a curriculum and delivery model to meet the skills needs that growth
in the Greater Peterborough business base will generate.

’ Phase 1 | Phase 3 ‘
Phase 1 Phase 3
Year 22/23 23/24| 24/25 25/26 26/27 27/28 28/29 29/30 30/31
On-campus 920 1533 ] 2081 2345 2532 2666 2755 2821 2882
Off campus 1080 1477 1943 2080 2229 2308 2371 2422 2475
Total 2000 3010 | 4024 4425 4761 4974 5126 5243 5357

The plan for the courses to be provided, space and staffing levels required is to be
developed to support Greater Peterborough and the Fens’ key sectors. An initial economic
appraisal of the teaching phases of the project (phases 1 and 3) has been developed based
on the following parameters and assumptions:

a. Phase 1 delivers 2000 students from September 2022 growing to 3010 students by
September 2023 with a £30.3m grant contribution and an estimated £4m land
contribution from PCC.

b. Phase 3 requires an additional £28m of public sector monies (bringing total public
expenditure up to £62.3m including the land contribution) with 1014 students
starting in September 2024, rising to 2347 by September 2030.

The full impacts and costs have been applied over a 10-year period from 2020/21, with the
following main assumptions:

e Fiscal costs are incurred as draw down of government grant in line with the capital
expenditure profile for the project.

e Benefits of operations of the University from year 1 to 10 — staff and supply chain
expenditure.

e GVA and fiscal benefits are estimated on the basis of uplift to salary from gaining a
degree (i.e. the difference between graduate and non-graduate salary).
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e Assumed that 50% of graduates who have attained a HE qualification and graduate
salary, would have not otherwise done so in Peterborough and the surrounding
area.

e GVA and fiscal benefits accrue from the salary uplift from non-graduate to graduate
salaries —assumed can attribute 50% of these benefits to the University investment.

e Graduate salaries increase by 3.5% per year, non-graduate salaries by 2.5%.

e Increase in University staff salaries is set at 2% per year.

e Discount rate of 3.5% per year.

e GDP deflator of 2.0% per year.

e local student expenditure is not modelled — it is assumed this would occur anyway if
the individuals were instead not to go to university and chose to stay and work in
Peterborough in non-graduate jobs.

Economic appraisals of the ‘Do minimum’, ‘Phase 3 stand-alone’, and ‘Recommended’
options have, therefore, been conducted on the following basis:

a. Direct staff employment follows the forecasts from ARU’s Operating Model for
phase 3 received on the 7" December 2021.

b. Indirect employment is anticipated to be 200% of the direct employment reflecting
the buying power of the institution, its staff and its students.

c. Average GVA per employee for direct and indirect jobs created is estimated at
£42,000.

d. Average graduate salary in 2018 is £34,000, average non-graduate salary is £24,000.
Grad salaries inflate at 3.5% per annum, non-graduate at 2.5%. GVA from graduate
employment is calculated as 161% of total salary uplift (difference between
graduate and non-graduate earnings).

e. Forthe Do Minimum option, further growth is projected arising from the proposed
intervention (+1%) making the combined growth factor +3% above the baseline.

f. Additional corporation tax revenues from enhanced GVA are forecast at 1.36% of
the GVA generated.

g. PAYE from new jobs created has been estimated based on tax rates for 2019/20 per
graduate level job.

h. National Insurance Contributions from new jobs has been estimated at 11.1% of
salaries per employee

A summary of the impact and value for money over 10 years is provided in the table below:

Phase 1 maximum 3,010 Phase 3 — maximum of

students per annum | 2,347 students reached

Appraisal Outputs reached in 2023/24 in 2029/30 Phase 1 + 3 combined
Total Net Present Benefits (10-year) £294,504,261 £68,919,214 £363,423,475
Total Net Present Costs (10-year) £29,020,967 £25,374,505 £54,395,472
Net Present Value (10-year) £265,483,294 £43,544,709 £309,028,004
Benefit Cost Ratio (10-year) 10.1 2.7 6.7
Additional graduates to 2029/30 14,311 3,510 17,821
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There are broadly four direct quantifiable benefits from the proposed options:

1. Increased employment as a direct result of the creation of additional teaching space
for the University as staff are recruited.

2. Employment created in the wider economy as an indirect result of the creation of
the new University.

3. The economic benefits from the salary uplift from studying the additional HE courses
available as a result of Phase 3 and gaining graduate level employment as new
graduates enter the workforce and graduate level jobs are created, attracted or
retained within the region.

4. Benefits to the exchequer from increase wages, personal and corporation taxes.

2.2.2 Risk appraisal

The key risks with respect the economic appraisal all lie in the ability of ARU-
Peterborough/the university to deliver the predicted 2,347 additional student numbers by
2030, as contained in their Operating Model for Phase 3 over and above those already
agreed and committed to under phase 1 (i.e. the capacity for 3,010 students by September
2022).

The economic appraisal is vulnerable to fluctuations in the numbers of students recruited
and graduated by the University as highlighted in the sensitivity analysis below. The ability
to recruit locally based staff may also be a factor that erodes the impact of the new
University. A further concern could be the extent to which graduate level employment is
available locally and whether the new University is able to generate the scale and quality of
graduates required to meet local economic needs. These sensitivities have been tested and
the net impacts reported below.

The majority of UK university applicants are still planning to start university in the autumn
despite ongoing uncertainty around term times and course administration. While Covid-19 is
a high risk for those over 60, traditional-aged university students face relatively low risks
from the disease. However, in recent weeks, we have seen just how quickly the novel
coronavirus can spread in areas with a high concentration of people — and university
campuses are no exception. According to a recent survey by UCAS, almost nine out of every
ten undergraduate applicants said they still plan to head to university in September or
October.

The number of 18-year-olds in the UK is growing. More people tend to go to university
during recessions, as job numbers shrink, and students look to ‘up-skill’. For phase 1 ARU
provided an analysis of HE demand in the region, which predicts an increase in the number
of 18-year-olds over the next 5 years leading to a 13% increase in students entering HE by
2025. Nationally, the Higher Education Policy Institute, October 2020 stated that nationally
even without increase in demand in participation, demographically there would eb an
increase in demand of 40,000 full time higher education places in England by 2035 due to
the rises in the 18-year-old population. ARU’s local demographic analysis suggests also that
this new demand is likely to be from groups who are more likely to stay in the region to
study and then subsequently to work.
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According to the Higher Education Policy Institute, over 350,000 more higher education
places will be needed in England by 2035 to keep up with demand?*. The report shows for

England:

° if demography were the only factor, without any increase in participation, there
would be an increase in demand of 40,000 full-time higher education places in
England by 2035 due to rises in the 18-year-old population;

° if participation also increases in the next fifteen years at the same rate as the
average of the last ten years, then this increases to a demand of 358,000 full
time higher education places by 2035; and

. the greatest growth in demand will be seen in London and the South East, due

to both demographic changes and patterns of participation. Their projections
suggest that over 40% of demand for places will be in London and the South
East.

2.2.3 Preferred option

The economic appraisal of the three options presented above shows that the Benefit Cost
Ratio (BCR) for the recommended option still far outstrips the alternatives. This review
confirms the Recommended option as delivering very good value for money (VfM).

The preferred option delivers a Benefit Cost Ratio of 6.7 based on current costings and
student numbers. While this is a significant reduction from the value of delivering Phase 1
alone, it is still an exceptional return according to government guidance and benchmarks
which defines the VfM category as:

e Poor VfM if the BCR is less than 1.0;

e Low VfM if the BCR is between 1.0 and 1.5;

e Medium VfM if the BCR is between 1.5 and 2.0;
e High VfM if the BCR is between 2.0 and 4.0; or
e Very high VfM if the BCR is greater than 4.0

However, reducing this project to a simple BCR number belies the fact that the success or
failure of this investment in Peterborough, relies on many factors. Simply assuming that
such a high BCR value assures its success can lead to a false sense of comfort. The Economic
Analysis is only one part of a well-informed decision.

2.2.4 Sustainable Growth Ambition benefits

The Combined Authority has adopted six key themes to assess each supported by project.

Ambition Contribution

Health and Skills Building human capital to raise Improved resident wellbeing
both productivity and the quality through access to culture, with
of life. positive benefits for physical

and mental health.

24 https://www.hepi.ac.uk/2020/10/22/new-hepi-report-reveals-over-350000-more-higher-
education-places-will-be-needed-in-england-by-2035-to-keep-up-with-demand-while-scotland-will-
see-a-decline-in-demand-for-places-over-the-same-period/
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Climate and
Nature

Infrastructure

Innovation

Reducing

inequalities

Financial and
systems

Restoring the area’s depleted
natural capital and addressing the
impact of climate change on our
low-lying area’s special
vulnerabilities.

From digital and public transport
connectivity, to water and energy,
building out the networks needed
to support a successful future.

Ensuring this area can continue to
support the most dynamic and
dense knowledge economy in
Europe.

Investing in the community and
social capital which complement
skills and connectivity as part of
the effort to narrow the gaps in
life expectancy and income
between places.

Improving the institutional capital
which supports decision-making
and delivery.

2.2.5 Sensitivity analysis

Regeneration of open green
space upcycled from a mixed
brownfield site with cycle paths
and pedestrian footpaths lined
into broader Peterborough
networks.

Improved cultural and heritage
offer that is more visible and
easier for residents and visitors
to access.

Increase in graduate numbers
working in the city leading to
increase productivity through a
higher skilled population.

Reduced deprivation in a left-
behind area with a persistent
skills gap. Increase in civic
pride, leading to increased
wellbeing, health and life
expectancy along with a
reduction in anti-social
behaviour.

Structured risk management
regime, residual risk will be

systematically appraised and
revaluated at strategic points
during the life of the project.

In light of the risks outlined above, sensitivity testing has been carried out by adjusting key

variables as follows:

e 50% reduction in Net Present Benefits.

e Doubling of the construction costs.
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The key outputs from these appraisals are summarised in the table below:

Recommended
Baseline

Sensitivity Tests

Sensitivity to 50%
drop in Net Present
Benefits

Sensitivity to failure to
create graduate jobs with
Construction Costs

Total Net Present Benefits

£363,423,475

£181,711,738

Doubled

£ 363,423,475

Total Net Present Costs £54,395,472 £ 54,395,472 £ 108,790,944
Benefit Cost Ratio?® 6.7 33 3.3

Therefore, even allowing for these significant risks, the preferred option still returns a

strongly positive net present value and BCR is sustained. Therefore, there remains a strong

economic case for investing in the Recommended option to generate direct and indirect

benefits for the region.

Further sensitivity analysis has been conducted in respect of student numbers as follows:

e Scenario A: Phase 3 student numbers reach a maximum of 1600 in 2026/27
e Scenario B: Phase 3 student numbers reach a maximum of 1400 in 2025/26

In Scenario A, the BCR for Phase 3 is 2.7 over a 10-year period (compared to base case of

2.7). This hardly changes because of the graduate numbers not being affected so much. In

2026/27, there is only a small reduction in graduate numbers between 2027/28 and 2029/30

(three years), as the benefits are measured over the time-period 2020/21 to 2029/30.

In Scenario B, the BCR for Phase 3 is 2.3 over a 10-year period (compared to base case of

2.7). This

The key outputs from this review is summarised in the tables below:
Base case Phase1l+3 Phase 1 alone ‘ Phase 3 alone
Total Net Present Benefits £363,423,475 £294,504,261 £68,919,214
Total Net Present Costs £54,395,472 £29,020,967 £25,374,505
Net Present Value £309,028,004 £265,483,294 £43,544,709
Benefit Cost Ratio 6.7 10.1 2.7
Scenario A: phase 3 max 1600 studen