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Introduction

In September 2019 the governmentinvited 100 English towns, including Colchester, to bid for a share of
£3.6 billion being made available through its Towns Fund to help address persistentissues of
geographical inequality and contribute to ‘levelling up’ the country. The Fund has been created to
supportinnovative regeneration plans aimed at transforming economic growth prospects and residents’
quality of life, with a focus on digital and physical connectivity, skills, and culture. Local leaders in eligible
towns now have an opportunity to draw up proposals and bid for up to £25m (or in some cases more) of
government funding to help realise their vision. The £3.6 billion fund also includes money for initiatives
like the Future High Streets Fund and heritage programmes.

We Are Colchester was launched in January 2020 as the vehicle for development of the Town Investment
Plan to be submitted to the government. Publicconsultation work and its members’ prior experience and
knowledge of the town have resulted in the identification of three key themes forinvestment:

e HowWeLive: improving Colchester’s environment, communities, and public realm to make it a
better place to live and promote its arts, culture, and heritage;

o HowWe Grow: boosting skills and enterprise to supportinclusive economicgrowth;

e HowWe Connect: focusing on connectivity, both digital and physical to support sustainability
and the modern, digital economy.

Colchesteris a rapidly growing town that has many distinct strengthsincluding its cultural and heritage
institutions, first-class digital infrastructure, a growing creative economy, and an ambitious nearby
university with digital strengths. In some respects, however, itis not meetingits economicpotential -
productivity and earnings lag comparable locations, there remain barriers to the growth of its visitor
economy, and there are local and strategic transport challenges. Colchestertherefore has an opportunity
to boostits economic performance through securing Town Deal funding to boost its existingand
emerging strengths and address the constraints to its growth.

The Centre for Economics and Business Research (Cebr) has been commissioned to produce this
independent economic evidence base to support Colchester’s bid. This documentis structured as
follows:

e A Contextual Evidence Base reviewing the quantitative evidence on Colchester’s economic
performance and prospects, and providing commentary on how these compare with similar
locations and the wider region;

e SWOT Analysis building on the Contextual Evidence Base, furtherresearch, and meetings with
local governmentto highlight Colchester’s strengths and weaknesses, then identifying key
opportunities forand threats to economicgrowth, and potential priorities for investment to
addressthese;

e A succinct Narrative bringing togetherfindings and conclusions from the Contextual Evidence
Base and SWOT Analysis to clearly summarise Colchester’s economicsituation and how Town
Deal investment centred on the themes of How We Live, How We Grow, and How We Connect
can drive growth and opportunity in the future.
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1 Contextual Evidence Base

Figures presented throughout this section for Colchester and comparator areas are for local authorities
rather thantowns and cities alone. This means that data for Colchesterincludes not just the town itself
(though the town does make up the vast majority of the borough’s population) but also Mersealsland,
Marks Tey, Tiptree, and othersmaller settlements. Amongthe comparators, Braintree for example
includes Witham as wellas Braintree itself. The decision to use this data was made as reliable,
comparable figures are widely available at the local authority level but not for individual towns and
cities.

1.1 Business demographics

Key to Colchester’s relative recent successes has been the fostering of a business-friendly environment.
Whether this be through the provision of high-quality broadband in the town centre or through the
funding provided for new enterprise centres — such as the Colchester Business Enterprise Agency
(Colbea) —the town has taken considerable steps to boostits offeringto businesses. The resulthas been
a fair increase in the population of businesses, of around 19.9% between 2010 and 2019. Nevertheless,
this is outweighed by the equivalent growth rates seen forthe UK as a whole (29.4%) and the East of
England region (27.2%).

Figure 1: Total number of businesses in Colchester, 2010-2019*
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The vast majority of Colchester’s businesses are SMEs.2 These businesses provided employment to some
38,000 individuals and generated almost £3.9 billion in turnoverin 2016.3 Nevertheless, the factthat
larger businesses, which are more able to secure heavy investmentin the town, are relatively under-
represented does represent one potential weakness, and one which was identified by several
stakeholders. Large businesses make up just 0.35% of enterprisesin Colchester, aslightly lower
proportion than the corresponding figure forthe UK as a whole (0.39%). Figure 2 showsthe percentage
of businesses with 50-99, 100-249, and 250+ employeesin Colchesterand a set of local comparators.
Norwich and Ipswich not only have significantly more large businesses than Colchester, but also many
more SMEs with between 50and 249 employees. Colchester does however have more businesses with
50-99 or 100-249 employeesthan Chelmsford or Braintree, and more with 250+ than eitherthemor
Thurrock.

Figure 2: Percentage of businesses with 50-99, 100-249, and 250+ employees*
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2 SMEs (small and medium-sized enterprises) are here defined in terms of employee headcount, having fewer than

250 employees. Large businesses are those with 250 or more employees.
3 Office for National Statistics (ONS) — UK Business: Activity, Size and Location

4 Office for National Statistics (ONS) — UK Business: Activity, Size and Location. Figures for ‘local units’ (i.e. including

branches of larger organisations) used.
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Growthin the number of start-upsin Colchesterin recentyears was similar to that forthe UK as a whole.
According to VAT return data, there were at least 5,595 start-up births in Colchesterbetween 2013 and
2018. The birth rate has been on an upward trajectory in that time, growing from 890 start-upsin 2013
to 975 in 2018, an increase of 9.6%, comparedto 9.9% forthe UK. The digital sector, with around 1,100
new businesses between 2013 and 2018, was the most common industry for Colchester start-ups. This
reflectsthe town’s recent efforts to expand and improve connectivity, as well as its status as an
emerging technology hub. The digital economy was closely followed by the construction sector, which
saw 985 new businesses. The creative industries were also prominent, with around 805 start-ups.®

In terms of the number of start-ups perhead, Colchester does fallslightly short of other comparative
areas. Between 2013 and 2018, Colchestersaw a rate of 0.029 start-ups perhead, exceeded by
Chelmsford (0.036), Norwich (0.033), and Braintree (0.030). The number of start-ups perhead did,
however, exceed the figure forthe UK (0.024).

Colchesteralso displays reasonable resilience in terms of start-up longevity. 2,975 of the start-ups
birthed between 2013 and 2017 were still in operationin 2018, giving a survival rate of around 53.2%.
This just exceeds the equivalent start-up survival rate forthe UK as a whole, which stood at 52.9% over
the same time period.

Figure 3: Number of start-ups between 2013 per head of the population®
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The emergence of the digital and creative industries has been a noticeable trend within Colchester’s
economiclandscape in recentyears. The town has become something of a technological hub, becoming
home to many businesses for which digital connectivity and skilled workers are key. Colchester’s
population of businesses in the information & communication sectorand arts, entertainment &
recreation sector exceeds that of most otherareas within the region. An estimated 715 businessesin
these two sectors combined are located in Colchester, far exceeding the corresponding figures for
Braintree, Thurrock, Norwich and Ipswich, within which there are roughly 620, 540, 475, and 390 such
businesses, respectively. Unsurprisingly, these businesses do remain more prevalentin Chelmsford. Per
head of population, both Chelmsford and Braintree have slightly more such businesses than Colchester,
but itis well ahead of Thurrock, Norwich, and Ipswich.

Figure 4: Number of businesses ininformation & communication and arts, entertainment & recreation, including total per head”
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1.2 Productivity

Colchester’s productivity levels have been subject to some cyclical variation in recent years. Productivity
grew from 2004 to 2008 and stagnated in the aftermath of the financial crisis, falling slightly in the years
up to 2013. Productivity growth has since picked up, reaching a nominal level of £29.20 in terms of GVA
perhour workedin 2018.

Nevertheless, Colchester’s productivity continues to lag behind that of comparable economicareas.
When considering other locations withinthe wider East of England region, Colchester’s productivity —as
measured by nominal gross value added per hour worked —falls short of Chelmsford, Ipswich, Braintree,
and Thurrock, and is most similar to that of Norwich. This lag in productivity is pivotal to understanding
broadereconomicissues within the town, affecting employment opportunities, commuting patterns, and
household incomes.

Figure 5: Nominal (smoothed) GVA (B) per hour worked (£); Local Authority District, 2004 - 20188
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8 ONS sub-regional productivity, February 2020
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Indeed, when considering the county of Essex as a whole, Colchester’s productivity alsofalls short. A
county-wide measure of productivity per hour worked has exceeded that of Colchester every yearsince
records began, with the county being 14.4% more productive than Colchesteron average. Furthermore,
the gap grew as a result of Colchester’s relative stagnation and subsequent decline in the aftermath of
the financial crisis. Though Colchester’s productivity levels have picked up slightly in recentyears, the
town remains approximately 13.0% less productive than the county within which it is located.

A similar storyis observed when considering Colchester’s position within the wider East of England
region. Here, the differentialis even more stark. Productivity per hour worked forthe East of England
exceeds that of Essex, one of its three NUTS2 regions®, and of Colchester. The East of England’s
productivity also saw a stagnation around the time of the financial crisis, though it was not subjecttothe
slight dip witnessed in Colchester. As such, the productivity gap between Colchesterand the wider
region grew; in 2014 Colchester’s productivity was 83.1% of the East’s. Since then, there hasbeensome
slight convergence, with productivity in Colchesterstanding at 87.7% of the widerregion’sin 2018.

Figure 6: Nominal (smoothed) GVA (B) per hour worked (£); East, Essex, and Colchester, 2004-2018°
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9 Alongside East Anglia (spanning Norfolk, Suffolk, and Cambridgeshire) and Bedfordshire and Hertfordshire.

10 ONS Sub-regional Productivity, February 2020
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1.3 Connectivity

Considerable efforts to improve connectivity within Colchester have been made in recent years, with the
provision of high-quality broadband beinga flagship scheme as part of the town’s digital strategy. Such
connectivity improvements are pivotal to fostering a friendly business environment, particularly for
businesses that are especially reliant on technology, such as those in information and communication
and in the digital and creative industries.

There is evidence that such efforts toimprove connectivity have indeed been successful. In 2016, for
instance, 25% of Colchester’s business premises werein areas offering less than 30 Mbps (megabits per
second) download speeds.! By 2018, this proportion had reduced significantly, standing at just 4%.
Meanwhile, a considerable proportion also has access to much faster connectivity, with 68% of premises
benefitting from broadband download speeds in excess of 100 Mbps. N evertheless, in spite of such
improvements, which as Figure 7 shows have been focused in the town centre (and therefore the Town
Deal area), in 2017 Colchester Borough ranked in the bottom half of all local authorities on metrics of
broadband availability and take-up. This applies to both standard and superfast broadband. Colchester
ranked 260" of all local authorities nationwide in terms of a catch-all measure of broadband quality and
access.? Interestingly, three of the top five scorers were based in the East of England. 13

14
Figure 7: Colchester download speed availability heatmap
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11 Adroit Economics (2018) — Colchester: Digital Connectivity Strategy — Economic Impact
12 Point Topic (2018) — Colchester— LFFN Wave 3 Evidence Pack
13 Cambridge, Welwyn Hatfield and Watford placed 1st, 3rd, and 4th, respectively.

14 Adroit Economics (2018) — Colchester: Digital Connectivity Strategy — Economic Impact
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1.4 Employment profile

Figure 8: Sectoral contribution to employment in Colchester and East of England*®
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Part of the explanation for Colchester’s relative lack of productivity is its employment structure,
summarised in comparison to the East of England in Figure 8. Employmentin the wholesale and retail
sectorand health and social care each make up 18.4% of employmentin Colchester. As shown in Figure
9, these are amongst the UK’s least productive industries in terms of output per worker. Colchester’s
reliance onthese industries sets it apart from similar population hubs within the East of England region,
which see more of their employmentin other, more productive, industries. Forinstance:

e Transport & storage makes up 14.4% of all employmentin Thurrock;
e Manufacturing makes up 13.0% of all employmentin Braintree;
e Financial & insurance jobs make up 7.3% of all employmentin Ipswich;

15 Business Register and Employment Survey
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Furthermore, of Colchester’s six most prominentindustries in terms of employment, five are ranked in
the bottom six when considering UK-wide sectoral productivity.*®'” Apart from administrative and
support service activities, these all account for a higher proportion of employmentin Colchesterthanin
the wider region. Meanwhile, highly productive sectors like finance and insurance and manufacturing are
underrepresented in Colchester. The impact of such a sectoral pattern on productivity becomes even
more pronounced by the fact that regional productivity levelsin Colchester’s six most prominent
industries are low relative to national averages.®

Figure 9: UK output per worker, 2010-2018 average1920
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16 Office for National Statistics (ONS) — Region by industry labour productivity

17 These sectors being health & social care, education,accommodation & food services, administrative & support

activities and wholesale & retail.
18 Ibid.
19 ONS Labour Productivity experimental Statistics

20 Real estate seen as outlierand hence excluded. Productivity per job for the UK averaged £457,692.50 between
2010 and 2018. Equivalentfigure forthe East of England is £469,277.46.
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The greater prevalence of part-time workersin Colchesteralso contributes to its relative lack of
productivity. This factor is notindependent from that of the employment structure, given that part-time
workis more common within less productive industries, but Colchesterstill stands out in this respect. In
2018, 39.7% of those workingin the town were employed on a part-time basis, a figure far exceeding the
average amongst local authorities nationally (32.4%) and in the East of England region (35.3%), and, as
shown in Figure 10, comparator towns and cities.

Figure 10: Part-time workers as proportion of labour market, by local authority?
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1.5 Earnings and skills

The labour market in Colchester does exhibit some relative weakness. Interms of earnings, it is amongst
the poorest performers across Essex, and indeed across the wider East of England. Median weekly
earnings for adults in full-time employment stood at £564 for those workingin Colchester, falling
significantly short of the corresponding figures for Essex (£586) and the East of England (£581). Out of 12
local authorities within the county, only three (Tendring, Braintree, and Castle Point) score lower on t his
measure.

Weekly earnings for residents of Colchester (£603) outstrip those of its workers (£564), equatingto a
differential of roughly £2,000 overthe course of a year. This highlights the effect of outward commuting,
with some people choosingto live in Colchesterand work in places where salaries are higher, most
notably London. The move to remote workingin light of Covid-19 could presentasignificant opportunity,
as those with previously non-Colchester-based roles shift their working patterns to spend more time
within the local area, bringing more of their expenditure into the town itself.

Figure 11: Median weekly earnings of those working full-time within the local authority, April 2019-March 20202
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Given Colchester’s relatively lowerlevels of productivity and earnings, it is interesting to see that the
town far exceeds county and regional level measures in terms of residents’ overall qualifications and
skills. For instance, in the 12 months to December 2019, 36.8% of Colchester residents aged 16-64 had
NVQ4+ qualifications, better than the county, region, and comparator towns. Meanwhile just 4.1% had
no qualifications. This comparesto 8.1% for Essex as a whole and 4.1% forthe wider East of England
region. Comparing this to other population hubs within the area reveals a similar trend, with Colchester
significantly outperforming Braintree, Ipswich, Thurrock, and Norwich which see markedly higher rates.
On both skills measures, Colchesteris very similar to Chelmsford. These patterns are shownin Figure 12
and Figure 13.

One explanation forthe apparent disconnect between Colchester’s relatively skilled workforce and its
low productivity again stems from outward commuting. London has many high-skilled, well-paid
employment opportunities, but a high cost of living. Therefore many of its workers chose to live in
cheaper, more pleasantlocations. Transport links from Colchesterto the capital are plentiful, beingone
of the first towns on the Great Eastern Main Line outside of the metropolitan commuter belt and with an
average journey time to Liverpool Street of just 57 minutes (or less to Stratford, which is itself emerging
as a major employment centre).?® At the 2011 census, 6,093 Colchester Borough residents worked in
London, with these likely beingamongst Colchester’s most highly skilled residents. This is supported by
evidence that highly-skilled people commute further. Forinstance, while there are an estimated 416
travel to work areas (TTWAs?4) for workers with low qualifications nationwide, this figure is reduced to
just 153 when considering the most highly skilled members of the workforce, demonstrating that the
most skilled workers tend to travelfurther from home and live further from work.2®

23 https://iwww.greateranglia.co.uk/popular-journeys/london-to-colchester-train

24 Travel to work areas are defined as approximate labour marketareas, being relatively self -contained in which most
people both live and work. Generally, they are areasin which of the economically active residentpopulation, 75%
work inthe area. It mustalso be the case that 75% of workers live in the area. More travel-to-work areas suggest

there are a lot of small labour markets with people doing shortcommutes and vice-versa.

25 ONS - Travelto work area analysis in Great Britain (2016)
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Figure 12: Percentage of population with NVQ4+ qualifications - aged 16-6426
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Figure 13: Percentage of population with no qualifications (NVQ) - aged 16-6427
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27 Ibid.

© Centre for Economics and Business Research

17




18

Although overall skills levels are high, Colchesteris notimmune to the threat of skills shortages.
Colchester’s 2015-2021 Economic Development Strategy?® identified 8 sectors which offerthe greatest
growth potential. These are:

e C(Creative & Digital Industries

e Healthcare & Assisted Living

e Tourism & Visitor Economy

e Energy & Environmental Industries
e Financial & Business Services

e Retail

e Construction

e Advanced Manufacturing

The Open University’s 2018 Business Barometer?® identified the sectors which bear the greatest cost
from skills shortages. These costsinclude spending more on recruitment, recruiting at a lower levelthan
required then training staff up, having to pay highersalaries than anticipated, leaving posts vacant, or
hiring temporary workers to cover gaps. These challenges affect profitability and companies’ potential
for growth. Skills shortages can also result in existing staff becoming overstretched and therefore less
productive and the company being unable to capitalise on commercial opportunities. 7 of the 8 sectors
identified in Colchester’s strategy (all except Energy & Environmental Industries) correspond to sectors in
the ten most affected as identified by the OU3°. ‘Health and social care’ (corresponding to Healthcare &
Assisted Living) is by far the most affected sector nationally, facing a cost of nearly £1.1 billion across the
year.

To some extentthe correspondence between Colchester’s key sectors and the most affected sectors as
identified by the OU is down to the size of these sectors—forinstance health and social care and retail
are majoremployersacross all parts of the UK. There are, however, reasons to believe Colchester may be
particularly affected —the OU research finds that SMEs appear to be mostacutely affected as they lack
the financial resources of theirlarger competitors, and smaller businesses are particularly prevalentin
Colchester.

28 Colchester Economic Growth Strategy 2015 to 2021, Colchester Borough Council, June 2015. Link.
29 The Open University Business Barometer 2018, Open University, 2018. Link.

30 Slightly differentsector names are used in each document, butwe referto obvious correspondences between the
two. For example, ‘Manufacturing’ in the OU reportto ‘Advanced Manufacturing’ in the CBC documentor ‘Hospitality’
to “Tourism & Visitor Economy’.
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1.6 Genderdisparities

As setoutabove, a relatively high proportion of Colchester’semployees are part-time and earnings are
generally lowerthan in comparators. Looking at this data by genderreveals some furtherinteresting
patterns.

Looking first at the proportions of men and women in full-time work, there is a clear disparity across the
East, but particularly in Colchester. 85.0% of men residentin Colchesterand in work are employed full-
time, just below the 86.3% for the East; the 46.3% figure forwomen s, however, much lowerthanthe
regional figure of 56.5%. The comparators shown all have a higher proportion of employed women
working full-time.

Figure 14: percentages of males, females in employment and resident in Colchester in full-time employment, 201931
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Looking at the difference between male and female weekly earnings in Figure 15, the figure of £247 in
Colchesteris well above the £222 forthe East, butin fact lowerthan for Chelmsford, Braintree, or
Thurrock. When looking at full-time workers only, in Figure 16, Colchester’s disparity is only £100, much
lowerthan the region or any of the comparators apart from Norwich —where earnings are low for both
sexesbut the difference in weekly earnings is just £63.

31 Annual Survey of Hours and Earnings — Resident Analysis. UK comparison notincluded as notall datais available

forall local authorities.
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Figure 15: weekly earnings by males, females in employment and resident in Colchester, 201932
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Figure 16: weekly earnings by males, females in full-time employment and resident in Colchester, 201933
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32 Ibid.

33 Ibid.
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1.7 Populationand property price growth

Colchester’s population hasincreased drastically in the past two decades, with an estimated 195,000
people living within the local authority in 2019, up from 155,000 in 2000. This represents growth of over
a quarter (25.6%). This makes Colchester one of the fastest growing urban areas in the UK, far exceeding
the average population growth rates forlocal authorities in the East of England (16.5%) and nationally
(12.3%). Of the 195,000 people in the borough, approximately 136,000 live in the continuous built up
area of Colchestertownitself.

Figure 17: Population growth estimates, 2000-201934
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One consequence of such population growth is increased demand for housing, which puts upward
pressure on prices. This has been clearly evident in Colchesterin recentyears. The median property price
within the town has grown by 247.1% in nominal terms between 2000 and 2019, exceeding the median
growthrate for local authorities nationally (207.3%). There has also been significant growth in house
prices amongst comparators. Thurrock, Chelmsford, Braintree, and Ipswich have seen growth rates of
299.7%, 274.3%, 241.2%, and 222.6%, respectively, overthe 2000-2019 timeframe.35This has likely
beendriven by rapid employment growth and housing affordability issuesin London —Thurrock and
Chelmsford, the comparators closest to the capital, have seenthe highest growth.

34 Nomis Population Estimates

35 ONS - House price to workplace-based earnings ratio
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Earnings within Colchester have also grown overthat time period, though more slowly than average
house prices. Median workplace-based earnings in Colchesterin 2019 are 54.1% higherthan those
witnessed in 2000, a rate lowerthan the UK-wide median forlocal authorities (57.9%). As house prices
have risen more quickly, their affordability has fallen. While in 2000 Colchester’s ratio of median house
price to median earnings was 4.2:1, this has since widened considerably, standingat 9.5:1 in 2019.36

Colchester’s population s also relatively young, as shown in Figure 18. It has a higher proportion of
residents aged 20-39 than the UK and any of the comparators, otherthan Norwich®’, and relatively low
sharesin the two oldest categories. This helps to explain Colchester’s relatively skilled population, as
younger people are more likely to have completed higher education.

Figure 18: Distribution of population by age, 201938
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36 Ibid.

37 This may be partly explained by boundary effects — mostof these local authoritiesinclude some small villages,

which are likely to have an relatively old age profile, whereas Norwich Districtonly includes the city itself.

38 ONS Population estimates for the UK, England and Wales, Scotland and Northern Ireland: mid-2019
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1.8 Deprivation

Colchester has fairly similar deprivation levels to England as a whole. Using English Indices of Deprivation
2019 data, Cebr has analysed the Indices of Multiple Deprivation for Lower Super Output Areas (LSOAs)
within local authorities. Colchester comprises 105 LSOAs, 17 of which ranked amongst the 30% most
deprived nationally3® and 34 amongstthe 30% least deprived nationally.*® In terms of a percentage
breakdown, this meantthat 16.2% of Colchester’s LSOAs were inthe most deprived 30%, while 32.4% of
Colchester’s LSOAs were inthe least deprived 30%.%! Overall then Colchester has relatively few highly
deprived areas but does not have a particularly high proportion of the least deprived areas. As Figure 19
shows, it compares favourably to Thurrock and particularly to Norwich and Ipswich, which have
substantially higher levels of serious relative deprivation, though Chelmsford and Braintree perform
betterstill.

Figure 19: % of LSOAs amongst most/least deprived, according to Index of Multiple Deprivation

60.0%
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40.0%
30.0%
20.0%
10.0% I I I I
0.0% I I
Norwich Ipswich Thurrock Colchester Chelmsford Braintree
B % of LSOAs amongst most deprived B % of LSOAs amongst least deprived

39 Defined as the bottom 30% when ranking LSOAs from leastdeprived to most deprived.
40 Defined asthe top 30% when ranking LSOAs from leastdeprived to most deprived.

41 Cebr analysis
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Looking at deprivation within Colchester, a clear geographical pattern emerges, as shown in Figure 20.4?
There are some patches of deprivation in the town centre and to the south, but the largest area of high
deprivation— and the area with the most severe levels —is Greenstead, located between the town centre
and University of Essex. At a household level, net annualincome after housing costs in Greenstead is just
30.7% of that of the least deprived area, Marks Tey and Layer.*

Figure 20: Map of deprivation by MSOA in Colchester
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42 Map from DCLG. Link. Darker blue correspondsto higher deprivation, greens to lower de privation.

43 Colchester Insight Pack — Essex County Council (2019)
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It is important to put Colchester’s deprivation profile in a sub-regional context. Rural areas immediately
around Colchestertown have generally low deprivation. Nearby Tendring, on the other hand, has severe
deprivation challenges, seenin Figure 21, primarily in its main population centres of Clacton and
Harwich. Growth in Colchester could help to address them by providing more and better employment
opportunities within commutable distance. Transport links are fairly good (about half an hour by train
from Clacton to Colchester).

44
Figure 21: Map of deprivation by MSOA in North East Essex

44 Indices of deprivation — Ministry of Housing, Communities and Local Government

© Centre for Economics and Business Research




2 SWOT Analysis

2.1 Overview

26

Table 1 reiterates key economicstrengths and weaknesses identified above, and summarises additional
points from the following SWOT Analysis section.

Table 1: Summary of SWOT Analysis

Strengths

Rapidly growing creative and digital
economy supported by the University of
Essex, ultrafast network, and upcoming
5G investment

Emerging visitor economy based on
heritage and cultural strengths

Good connectivity to London is attractive
to high-earningcommuters

Relatively young, skilled populationis a
source of economicpotential (36.8% of
Colchesterresidents have NVQ4+
gualifications, 33.5% in Essex; 4% have no
gualifications, 8% in Essex)

Lack of severe deprivation overall (16% of
LSOAs are in the 30% most deprivedin
England), though there are pocketsin the
east of the town

Weaknesses

e Since 2010, number of businesses has
grown slowly (by 19.9%, compared to
27.2% in the East of England)

e Productivity and earnings remain low
(GVA/houris 87.7% of the East of
England’s) due to prevalence of low-
productivity sectors, part-time work, and
out-commuting of skilled workers

e Lack of large employers (0.35% of
companiesin Colchesteremploy 250+
people, 0.55% in Ipswich, 0.56% Norwich)

e East-west connectivity limits opportunity
from Stansted and Cambridge

e Local transport challenges, including
betweenthe mostdeprived areas and
emergingemployment centres

e Public realm in town centre compares
unfavourably to neighbouring shopping
and visitor destinations

Opportunities

Growth of economicopportunity in
Colchestercould help address deprivation
across North East Essex

Full-fibre rollout and Covid-19 may
increase the number of high-earning
home workers living in Colchesterand
their spendingin the economy
Continued growth including scale-upsin
the creative and digital sectors could
drive employment and productivity
growth

A120 dualling or rail investment could
unlock opportunities to the west
Developmentinthe town centre could
maintain it as an employment centre and
supportgrowth

Threats

e Thelarge leisure and hospitality sector is
very vulnerable to Covid-19

e Stansted Airport has experienced
setbacks to its expansion planningand
been affected by Covid-19

e Changesto theimmigration system
following Brexit may create labour supply
issues, particularly in creative and digital
sectors, and intensify existing issuesin
sectors like hospitality, health and social
care, and retail

e Full fibre rollout nationally will make the
ultrafast network aless distinctive asset
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2.2 Strengths
The creative and digital sectors and digital infrastructure

Colchesteris rapidly emerging as a regional centre of creative and digital industry, fuelled by a nearby
university with relevant research specialisms and ambitious plans for growth and an ultrafast broadband
networkin the town centre. As discussed in the Contextual Evidence Base, this investment has radically
improved Colchester’s digital connectivity, mainly in the town centre.

The 2016 Nestareport The Geographyof Creativity in the UK drew on travel-to-work area analysis to
identify and categorise the UK’s creative clusters. Colchester was identified as a cluster with particularly
fastgrowth in creative employment (the 8®-fastest, out of 47) and specialism in publishing (making up
about 50% of creative employment). Thisis a rapidly-growing sector nationally, and it has a strong
tendency to cluster — therefore this has the potential to power much of Colchester’s growthinthe
coming years.** Colchesteris also part of the Thames Estuary Production Corridor, which spans several
centres of creative industry across east London, Essex, and Kent. The South East LEP (spanning Kentand
Essex) is supporting the corridor’s growth by lobbying for government supportto developitand much-
needed transportimprovements like the Lower Thames Crossing“¢*’.

Ultrafast Broadband went live in Colchester’s town centre in 2017, providing businesses thatlocate there
with a distinct advantage shared by very few places — connection speeds of upto 1 Gbps. There are plans
to expand this coverage to other new developments, includingthe Northern Gateway. Locations
benefitting from this connectivity include the creative hub at 37 Queen Street, which provides 12,000
square feet of co-working and creative space for SMEs.“ Colchesteris also looking to establishitself as a
leaderin 5G byinvestingin the technology to support key applications in areas like tourism and social
care, with the aim of stimulating demand and therefore private investment.

The University of Essex (just outside Colchester town) has strengths in artificial intelligence and
automation. It also hosts a research and technology park, the Knowledge Gateway, which provides
significant employment space for digital and creative businesses at Parkside Office Village and the
Innovation Centre.

Culture and the visitor economy

Colchester’s proximity to the coast and Constable Country, nearby zoo, unigue Roman and Norman
history, and emerging cultural offerin the town centre have the potentialto make it a significant visitor
destination. While this has not yet been fully realised, Colchester’s visitor economy has grown strongly in

45 The Geography of Creativity inthe UK, Nesta, July 2016. Link.

46 Government awards £4.3mto develop the Thames Estuary Production Corridor putting the creative industries at

the heart of the Estuary’s industrial strategy, South East Local Enterprise Partnership, January 2019. Link.
47 Our Strategy: Lower Thames Crossing, South East Local Enterprise Partnership. Link.

48 SPACE Colchester, 37 Queen Street, SPACE Studios. Link.
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recentyearsand should continue to do so. A report about the economicimpact of tourism on
Colchester’s economyin 2018*° estimated that:

e 6.8 million tourist trips to the borough®°were made in 2018;
e Total visitor spend was £290 million with indirect/induced spending of £90 million;

e Total actual tourism related employment was just over 7,000 (including indirect/induced) — 9% of
all employment.

The opening of several new hotels and investment in existing hotels (including a mix of affordable and
luxury) in and around Colchester has helped it to become more of a short break ratherthan day-trip
destination. However, given that 6.5 million of the 6.8 million tourist trips made in 2018 were day trips,
this remains the mostimportant market. Colchester’s hospitality and retail offeris also moving upmarket
— anew 4-star hoteland restaurant (Greyfriars) opened in 2015, and the Fenwick department store
recently benefitted from a major investment and expansion. This could help Colchesterto become more
of a destination for well-off visitors — for instance from the town’s wealthy hinterland in south Suffolk.

Tourism and hospitality have traditionally created low-wage jobs —this is no bad thing, as it helpsto
create opportunity and employmentin certain parts of the labour market: for instance those who want
part-time or shift work, the low-skilled, and semi-retired people seeking pleasant if less well-paid jobs
(i.e.in tourism). Nevertheless, as these sectors move upmarketin Colchester, they will create a greater
variety of jobs, including more highly-skilled, better-paid ones, resulting in bigger economic multipliers
through employees’ spendinginthe local economy.

The Firstsite art gallery was a major public sectorinvestmentintended as an anchor institution to attract
cultural and creative activities to the east of the town centre — this has not yet occurred on the scale that
was hoped for, though a new cinemahas openedinthe area. On the otherside of the town centre the
Mercury Theatre, a long-standing and successfulinstitution, is undergoing a £9m major modernisation.
The wider growth of Colchester’s leisure and hospitality sectors as a result of these factorsis welcome.

It is not, however, justleisure and hospitality that is boosted by the development of culture. Research by
Cebron the ‘Flat White Economy’ —the merge of the digital and creative sectors that dominates parts of
East London, e.g. in Shoreditch,% and is beginning to grow in Colchester—suggeststhatthe
predominantly young workers who work in this sector want to spend their disposable income on city -
based experiences, such as cultural activities. Thus, developing Colchester’s cultural activities and urban
realm is a prerequisite for continued growth of creative and digital activity.

49 Economic Impact of Tourism, Colchester Borough - 2018, Colchester Borough Council/Destination Research. Link.

50 Of the 6,549,000 day visits 4,033,000 were urban visits, 1,316,000 were countryside visits, and 1,200,000 were
coastal visits — this suggests that most of the tourism and resulting benefitswasto Colchester Town itself rather than

the surrounding area.

51 The Flat White Economy has overtaken industry to become the UK’s largest economic sectorin 2018, Centre for

Economics and Business Research, April 2019. Link.
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National and international connections

Londonis the UK’s centre of high-skill, high-earning service industries, and Colchester enjoys a good rail
connectionto it (along with Norwich, Ipswich, and Chelmsford) viathe Great Eastern Main Line.
Colchester’s connection to London makes it an attractive residential location forthose whowork in the
capital. It also supports employmentin sectors such as insurance ; Hiscox is already a major employerin
Colchester Town and has recently committed to increasing employmentthere 2, It has an underwriting
syndicate based at its London office, and Colchester hosts further staff in underwriting and several ‘back -
office’ functions like HR and compliance.

The opening of the Elizabeth Line’s central section (now expected in 2022) is set to improve this
connectivity through increased capacity and new interchange opportunities at Liverpool Street,
Stratford, and Shenfield. Colchester will become better connected to key London employment centres
like Canary Wharf and Tottenham Court Road, improving commuting and business journeys 3.

Colchesteralso has nearby international connections forleisure visitors, business travel, and freight via
Stansted Airport and Harwich International Port. The Elizabeth Line will directly serve Heathrow Airport
from Liverpool Street, furtherimproving Colchester’s international connections.

Skills provision

As the UK’s economy has become more heavily based on knowledge-intensive services, workforce skills
have become increasingly important as a driver of growth. Furthermore, traditionally low-skill industries
like manufacturingand construction have become more high-tech, creating fewer, but more highly-
skilled jobs. Therefore, quality skills provision —both academic and vocational —is importantin creating
widespread economicopportunity. Colchester already has a relatively highly skilled population, and
hosts several quality skills providers:

e Aspreviously mentioned, the University of Essex, with around 15,000 students, has digital
strengths which dovetail wellwith — and have already helped to drive the growth of —
Colchester’s creative and digital economy. Although the nature of university education is that
graduates will oftenlook for work in big cities or return to their home towns (orindeed home
countries) aftertheir studies, the continued growth of the creative and digital economy should
provide more and more relevant opportunities and boost graduate retention. There are of
course opportunities beyond these sectors — Hiscox specialises in cybercrime coverage; the
university offers courses relevantto this, including those relating to artificial intelligence, which
has applications in detectingand preventing attacks.

52 Hiscox commits to regions and moves 300 staff out of London, Insurance Age, January 2020, already a major

employerin Colchestertown centre and has recently committed to increasing employmentthere. Link.

53 Currentjourneytime from Liverpool Streetto Canary Wharf is roughly 20 minutes via the Central Line to Bank and
DLR. The Elizabeth Line will reduce this to 6 minutes with no interchange (a similar journey time will be available from
Stratford, but not all fast trains from Colchester stop there at present). Current journeytime from Liverpool Streetto
Tottenham CourtRoad is 11 minutes on the Central Line, and the Elizabeth Line will reduce this to 4 minutes. It will
also provide a very high frequency (a train through central London every 2.5 minutes at peak time) and large

increasesin capacity. Currentjourney times from Google Maps, future journey times from Crossrail website. Link.
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e Colchesterlnstitute provides a mixture of academic and vocational courses, including adult
education and apprenticeship courses, for over 8,000 students. As well as traditional vocational
coursesin areas such as construction, hairdressing, and accounting, it offers courses (including
degree-level qualifications) in computing, media, and website and game design — which have
obviousrelevance for Colchester’s creative and digital strengths.

e In Wivenhoe (just outside Colchester Town), the Edge HotelSchool (part of the University of
Essex) providesfoundation and bachelor’s degreesin hoteland events management, including
industry experience atthe 4* Wivenhoe House hotel. Graduates from here could be an asset for
Colchester’s leisure and hospitality industry — both supporting overall growth and ensuring that a
move upmarket is not hampered by skills shortages.
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2.3 Weaknesses

Productivity and business size

As identified in the contextual evidence base, Colchester’s productivity is relatively low, and this is a key
economicweakness to address. Colchester also attracts relatively few large employers compared to
locations such as Norwich and Ipswich. There is a relationship between thesetwo issues. Although the
growth of Colchester’s creative sectoris a positive development, itis not yet highly productive. Whilst
creative employers are more productive than others when controlling for firm size, less productive
micro-businesses are over-represented in the creative sectors —and this patternis certainly reflectedin
Colchesterwith its preponderance of SMEs. This suggests that for Colchester’s creative businesses to lift
its productivity, scale-ups as well as start-ups will need to be encouraged, and larger employers need to
be attracted. Importantly, this need not be an either/or. Whilst a start-up culture provides the economy
with dynamism, larger employers can offer majorinvestments, career progression, and more long-term
employment. The findings from ourresearch and stakeholder engagement strongly suggest thatalack of
suitable commercial space has hindered inward investment by large employers. Priorities forthese
employers will include digital connectivity (certainly full fibore broadband, and in some cases 5G) and
availability of co-working facilities as well as traditional offices.

Furthermore, some highly productive industries are relatively under-represented in Colchester. For
example, manufacturing, which formerly created large numbers of relative low-skilled jobs across the
UK, now creates a smaller number of high-skill, high-tech jobsin an industry increasingly based on
automation. Like many places, Colchester has lost severalindustrial employersinthe last few decades. A
prominent manufacturer thatremainsis Flakt Woods, a maker of heating, ventilation, and air
conditioning (HVAC) systems for mainly industrial applications. In principle Colchester’s international
connections and research-oriented university with specialismsin Aland automation could make it a
location for growth of modern manufacturing. Manufacturing-oriented vocational skills provision,
including apprenticeships, and improved transport links could support such growth.

Strategic transport constraints

Substandard east-west connectivity is a clear obstacle to growth in Colchester. The nearby London
Stansted Cambridge Corridor, roughly following the route of the M11, is an area that has enjoyed
remarkable growth, particularly in digital and scientific sectors. Colchester’s ability to capitalise on the
opportunities this offers (elaborated further under ‘Opportunities’) is constrained by the absence of rail
connectivity and the limitations of the A120, which is notoriously congested on the single -lane stretch
between Braintree and Colchester. There has been a concerted campaign to dual this road, and its
success would remove a major constraint to growth not justin Colchester but across North Essex.

Effortsto relieve otherstrategic transport constraints are closer to beingrealised. In August 2019 the
A120/A133 link road and Colchester Rapid Transit System (RTS) secured funding following a bid by Essex
County Council. A preferred route forthe link road was announced in May 2020. Provided planning
approvalis received, construction is expected to be completedin March 2024. A preferredroute forthe
RTS has not yetbeenannounced, butitis expectedto connectthe Tendring Colchester Borders Garden
Community to the Park and Ride via the university, town centre, and both main railway stations.
Construction is expected to be completedsslightly later in 2024, and it will support active transport
through ‘micromobility hubs’, with bicycle and electric scooter facilities at its stops. These schemes are
expected to support housingand employment growth and ease congestion across Colchester. Figure 22
illustrates the proposals, along with road infrastructure, rail infrastructure (Great Eastern Mainline and
Clacton branch) international connections, and the proposed garden community.
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Figure 22: Link road and RTS schemes>*
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Local transport constraints

There are also more specific transport challenges within Colchester. Forexample, Greenstead, a
relatively deprived area of the town®® has a reasonably good connection by bus to the town centre, but
journeystothe north of Colchesterand station require long, convoluted journeys,sometimesinvolving
interchange in the town centre. This poor connection to the growing and future employment centres at
Colchester Business Park and the Northern Gateway willonly serve toincrease Greenstead’s economic
disadvantage — particularly as many of its residents do not have access to private car transport. This
problemis illustrated by the example in Figure 23, which shows the public transport route recommended
by Google Maps fora morning peak journey from Greenstead to Colchester Business Park®6. The journey

54 Image from Essex Highways. Link.
55 Colchester’'sonly LSOA in top decile of deprivation in Englandislocated in Greenstead.

56 From Greenstead Libraryto 896 The Crescent, arriving by 8:30 AM on Monday the 14 ™ of September 2020. Two
routes with shorter journeytimes (32 minutes and 36 minutes) were also available butnot recommended by Google
Maps as they would involve leaving earlier and arriving much earlier than planned (8:02 AM). All suggested journeys

went via the town centre rather than directly and involved at leasttwo buses.
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shown takes 41 minutes andincludes interchange at the bus station in Osborne Street. For comparison,
the estimated driving time is no more than 12 minutes, while walking the direct route would take 53
minutes (cycling would take 16 minutes—but not everyone is willing or able to travelin this way). The
RTS will not provide a direct route from Greenstead to these employment centres, though it will improve

connectivity to the station if existing public transport is well integrated with it.

Improving public and active transport connections to new employment centresand to jobsin London via
more direct routes to north Colchesterand the station will improve residents’ employmentand earnings
through access to a greatervariety of jobs, and make Greenstead a more appealing place to live.

Figure 23: Google Maps recommended public transport route for journey from Greenstead to Colchester Business Park
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Public realm and retail offer

Colchester’s publicrealm compares poorly to that of nearby cities and towns like Chelmsfordand
Ipswich, and this will inevitably affectits ability to attract shoppers, tourists, and investors, and to fully
take advantage of recent and future investmentsin the visitor economy, retail, and transport.

One of Colchester’s greatest assets is its abundance of historical buildings. Some of them — notably
Colchester Castle — are well used and contribute to the visitor economy. Others are not fulfilling their
potentialand risk falling into disrepair —for instance a series of schemesforthe conversion of Jumbo
Water Towerinto a heritage attraction have been proposed, but none have yet come to fruition.

Immediately beyond the town centre (but still largely within Colchester’s Town Deal area), efforts are
underway toimprove public realm by developing greeninfrastructure, e.g. by plantingtrees®” and
improving walking and cycling routes®®. Initiatives like these have the potentialto make Colchestera
nicer place to live, work, and visit butthe ‘missing piece’ is the quality of the town centre itself . Afurther
advantage of investmentin this green infrastructure is that it would help addressissues of air quality.
Colchester has some identified three Air Quality Management Areas (AQMAs), locations at which
emissions from road traffic cause excessive concentrations of Nitrogen Dioxide. The most recent ASR>®
foundthat air quality is only slowly improving at these locations. Reducing road traffic and congestion
throughincreased active travelwould certainly help to address this issue.

57 Tree planting launch success, Colchester Borough Council, November 2019. Link.
58 Council supports Colchester orbital project, Colchester Borough Council. Link.

59 2020 Air Quality Annual Status Report (ASR), Colchester Borough Council, June 2020.
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2.4 Opportunities

Remote working and Covid-19

At the 2011 Census 6,093 workersresidentin Colchester Borough workedin London. These commuters
earnrelatively high salaries in the capital and supportlocal economicactivity and employmentthrough
their spendingin Colchester. The greater the extent to which they work from home, the more they will
spendin Colchesterand the greaterthe economicboost they will deliver. The combination of improving
digital infrastructure and the Covid-19 pandemic could dramatically increase the number of London
workers living in Colchesterand the proportion of their earnings they spend there.

Previous Cebrwork on the impact of full-fibre rollout®® suggested that as improved digital infrastructure
makes remote working more viable, changesin the spatial distribution of the UK’s population could
result, with workers who need to physically commute to an office only a few days a week choosing to live
further from London and other big cities. The study showed that the biggest beneficiariesin relative
terms will be rural and coastal areas far from London, but also indicated that areas such as Colchester —
towns within reasonable commutable distance of London —would see new home-working residents. It
also suggested thata culture of flexible and remote working could allow more carers, parents, and older
people to enterthe workforce, raising economic participation and employment. As discussed, Colchester
already has good digital infrastructure —which is of course essentialto fully realising these opportunities
—and this will improve furtheras full-fibre is rolled out nationwide.

This work predated the Covid-19 pandemic, which has caused an unprecedented enforced shift towards
home working, which may not be fully reversed. Itis difficult to tell precisely whatthe ‘new normal’ will
look like but the early signs are that the benefits of more home working are being realised by both
employees (saved time and money costs of commuting, greater flexibility over hours and where to live)
and employers (improvements to morale, reduced office space requirements). In the future, employers
may require employees to attend the office less frequently than before, and the emphasisis likely to be
more on co-working spaces than traditional offices. Some employers may decide to move their
operations out of London altogether.

An accelerationin the trend towards remote work therefore presents the opportunity for Colchesterto
attract even more affluent new residents and supportincreased local economicactivity — particularly if it
can offerthemthe quality of life attributes, housing, and digital infrastructure they require. Inlight of
this, the commercial, residential, and leisure development underway in Colchester — notably at the
Northern Gateway — could prove to be an even greater asset than originally anticipated.

Scale-up potential in creative and digital

Colchesterhas a lot of creative microbusinesses. While the creative economy is growing rapidly, scale -up
of businessesis essentialforit to create more secure, well-paid jobs and close the productivity gap
between Colchesterand its comparators. The employment space being provided at the University of
Essex and Northern Gateway may facilitate furtherstart-ups and, more importantly, scale-ups across the
Colchester Town area. Given the strong tendency of firms in these industries to cluster together, a
virtuous cycle of growth could occur, and it will be importantto ensure that factors such as availability of
employmentspace (as discussedin ‘Weaknesses’) and publictransport capacity do not act to constrain

60 Full fibre broadband: A platform for growth, Openreach, October 2019. Link.
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this growth, which would be enormously significant in building on existing strength to make Colchestera
centre of high-skilled, modern employment.

Provided thatthe Tendring Colchester Borders Garden Community goes ahead, it will provide
opportunities to support the growth of the creative economy through development near existing centres
of activity at the University of Essex and in eastern Colchester. High quality, affordable housing with good
digital infrastructure will be highly appealing to young, skilled workers. As part of the garden
communities vision, it is expected thatemployment space and publictransport provision (including the
RTS) will accompany this development, ensuring that sustainable growth can proceed.

Realising economic potentialto the west

Although Colchester’s connection to Londonis an important engine of growth, there is also untapped
economic potential to its west. The London-Stansted-Cambridge Corridor (Innovation Corridor) is a fast-
growing area, but one to which Colchesteris relatively poorly connected. Major transport projects are
planned or underway across the UK®!, and it is vital that Colchesteris able to benefitfromthese —
otherwise its connectivity to the rest of the UK will deteriorate in relative terms, affectingits
competitiveness.

Cambridge is a highly prosperous, productive, and competitive city ®?, but one facing constraints to
growth. Asthe corridor’s population, employment, and number of businesses have grown much more
quickly than the UK as a whole, it has faced rising residentialand commercial prices and skills shortages,
threateningits continued success. In principle this creates an opportunity for Colchester, which is
relatively nearby and could therefore host high-productivity businesses, benefit from supply chain
opportunities, and provide a place to live for some of the corridor’s high-earning workers. This does not
yetappearto be happening®.

Should the A120 between Colchesterand Braintree be upgraded, journey times by road would become
shorterand more reliable, boosting Colchester’s appealas a place for knowledge -intensive businesses
related to the corridor to locate and for their workersto live. It would also better connect Colchester’s
businesses, residents, and visitor attractions to Stansted Airport. If the proposed Oxford to Cambridge
Expressway goes ahead, Colchester would then have much improved road access to the Oxford -Milton
Keynes-Cambridge arc. Development onthe Expressway, however, was paused in March — but if it does
not go ahead Cambridge-based businesses and workers may be more likely to look to the east for places
toinvestor live.

Colchesterlacks good rail connectivity to the west. Changing this would require an ambitious capital
project (outside the scope of the town deal) but could provide fast, sustainable transport options not just

61 Notably the Elizabeth Line (from which Colchester will see some benefits), HS2, East West Rail, Northern
Powerhouse Rail, the Oxford Cambridge Expressway, and — possibly — Crossrail 2. Recent improvements to the

Great Western Railway network have also improved the connectivity of the M4 Corridor.

62 The 2016 report of the London Stansted Cambridge Corridor Growth Commission noted that Cambridge placed
10™ on a ranking of European cities for investor attractiveness (London was 1. Given that this list is dominated by

national capitals, this is a significantachievementand puts Cambridge ahead of many major European cities. Link.

63 For example,according to 2011 Census figures just59 Colchester Borough residents worked in the City of

Cambridge (23 Cambridge residents worked in Colchester).
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to Stansted and Cambridge but to Milton Keynes, Oxford, and otherlocations along East West Rail (on
which constructionis currently underway, with the Oxford-Bicester section already operational). Further
opportunities arising from being connected to some of the most productive, knowledge-intensive parts
of the UK could also be realised as a result. Optionsinclude the restoration of the Braintree-Bishop’s
Stortford branch line with furtherinvestmentto allow direct journeys between Colchester and Braintree
(i.e.a chord north of Witham), or the more ambitious proposal for a highspeed line connecting Stratford,
Stansted, and the Great Eastern Main Line®*.

Developing the town centre and meeting housing demand

As arapidly growing town, Colchester will need to find ways of sustainably meeting housingdemand.
The borough has a five-year housing supply target of 5,659 (based on 1,078 per year plus the standard
5% buffer)®. The conclusion of the Planning Inspector that the Colchester Braintree Borders Garden
Community is not viable® means that alternative locations for housing growth in Colchester will
inevitably need to be soughtin the longerterm.The key s to find ways of moving forward with
developmentthatare not detrimentalto existing residents’ quality of life. The traditional model of
developmentis sprawling and car dependent —this resultsin the loss of green space and intensifies
congestion.

Meanwhile —like high streets across the country — Colchester’s town centre has seen some closuresin
recentyears, although some more upmarket restaurants and shops (notably Fenwick) have investedin
the town. This is the inevitable result of the move towards online retail, which Covid-19 has accelerated
at least in the shortterm, and possibly the long term.

These twoissues could be addressed togetherthrough new, high-density residential or mixed-use
development and intensification of existing developmentin, and immediately around, the town centre.
This could include repurposing commercial buildings that have fallen out of use. This policy has several
advantages:

o Newresidentsinthese developments will be relatively likely to shopin the town givenits
proximity to them, helping to maintain it as an employmentand retail centre.
e Livingimmediatelyin or nearthe town centre is very desirable for certain groups of people,
particularly those without access to private transport, forinstance:
o young professionals who workin the town centre and want ready access to culture and
nightlife;

64 One of the proposals outlined in Beyond HS2, a report by Greengauge 21.Link.
65 2020 Housing Land Supply Annual Position Statement, May 2020, Colchester Borough Council. Link.

66 This settlement, the largest of the three proposed, would have largely been located in Colchester Borough, with a
smallamountin Braintree District, and would have provided a significant proportion of Colchester’'s housing need in
future local plans. The West of Braintree Garden Community, also deemed notviable, would have been in Braintree
and Uttlesford. The Tendring Colchester Borders community, which received a positive response and may therefore

go ahead,is to be located mainly in Tendring District.
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o older people who may appreciate convenient access to shops, healthcare, and public
transport®’as well as leisure and cultural facilities. Providing high quality, attractive
accommodation for them would also free up larger suburban family houses, of the sort
that youngand growing families aspire to, elsewhere inthe town.

e These developmentswould not be at the cost of green space, maintaining quality of life for
existing residents and reducing the chance of local opposition. Itis of course important that they
also do not compromise the historic nature of the town centre.

e Providedthat public transportimprovements and provision for active transportare delivered
alongside them, these developments need not be car-dependent and would not bring the
congestion problems usually associated with new housing.

Realistically, such developments would not meetthe entirety of Colchester Borough’s housing needs.
They could, however, satisfy alarge part of themin a way that supports sustainable economicgrowth
and protects quality of life for existingand new residents.

The Creffield Road project being undertaken by Colchester Amphora Homes is an example of such a
development. Thisis a renovation and conversion of existing Victorian property immediately outside the
town centre into a mixture of high-quality flats and houses. In line with Amphora’s infrastructure -led
approach, full fibre will be installed. Further developments of this nature —including some with a focus
on affordability — could provide attractive living options and help drive growth.

67 The Northern Gateway will provide such purpose-builthousing for the elderly and be well-integrated with public
transport — neverthelessthere may be the demand to justify further such housing more centrally.
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2.5 Threats

Covid-19 and key town centre industries

Employmentin Colchesterand particularly its centre is dependent on leisure, hospitality, food service,
and cultural activities. These sectors are and always will be vulnerable to macroeconomicshocks which
force people to limit their discretionary spending —and of course stand to benefit disproportionately
fromincreased expenditure during better economictimes. Covid-19 represents a major negative shock:
these sectors largely closed during lockdown and are currently operating at reduced capacity to allow for
social distancing; but even afterthese restrictions end, people whose incomes have beenreduced by the
crisis will have lessto spend.Inthe long run, it is likely that demand will returnto normality —
particularly if Colchester’s London commuters continue to work from home more and spend locally.
However, some businesses may not survive the medium-term economicchallenges theyface. Therefore,
some of the growth in these sectors that Colchesterhas enjoyed could be reversed, causingimmediate
problems of unemploymentand vacant buildings in the town centre. A decline in these industries could
also threaten the growth of the creative and digital sectors. As discussed under ‘Strengths’, theyare a
key factor in attracting the young, skilled workers on which the ‘Flat White Economy’ relies.

This has already been acknowledged as a potential problem and steps are being taken to mitigate
impacts. These impacts go beyond the economic prospects of staff and owners of businesses which
close, but also include the wider negative perceptions of town centres as retail destinations caused by
vacancies (leadingto further potential business closures) and crime and anti-social behaviour. The Our
Colchester Business Improvement District®, which represents over 400 businessesin Colchester, is
pioneeringa project to display artwork in vacant units in order to maintain the appearance of the town
centre, support footfall, and ensure that Colchester’s vacancy rate remains below the regional average. If
this scheme succeeds it will help to head off a significant challenge to growth.

Threats to the growth of Stansted Airport

Colchester’s nearby international connections are a potential source of strength, but recent events put
these at risk. Few industries have been more negatively affected by the Covid-19 pandemicthan
aviation, and this is evident at Stansted. EasyJet, the second-largest budget airline in Europe, has already
closedits base there and will only be offering flights to a few destinations . Thus, Stansted’s ability to
provide international business, leisure, and freight connectionsto Colchester has been limited forthe
time being. Furthermore, ambitious plans forexpansion (increasing annual passenger capacity from 35m
to 43m with a view to an increase in long-haul, business-oriented flights) wererejected by Uttlesford
District Council in January 2020, a decision which is currently being appealed.

Labour supply issues following Brexit

Britain has now formally left the EU, though the exact relationship that will follow the transition period is
not yetclear. One thing that is clear is that full freedom of movement will end, and this may pose labour
supplyissuesif the new immigration system does not deliver on its ambition to continue allowing skilled
EU27 workersto work in Britain. This is particularly pertinentin creative and digital industries —the ‘Flat
White Economy’ in London has relied heavily on young graduates from the Continentforits growth.

68 Link.

69 Edinburgh, Glasgow, Belfast,and Amsterdam.
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There are also concernsin academia, including the University of Essex. Whilst senior, high-earning
academics should be able to come to Britain relatively easily, theirmore junior colleagues may fail to
meetsalary thresholds and struggle to obtain permission to work.

Leisure and hospitality may also face some issues (particularly as the new system will be more restrictive
for less skilled workers), butin theimmediate aftermath of Covid-19 their growth is likely to be limited in
any case. Health and social care, which is important in all parts of the country, has traditionally relied
strongly on workers from overseas. As identified in the Contextual Evidence Base, this sector already
facesissues with skills gaps, like several key growth sectors for Colchester, and these may intensify.

New trade barriers may also emerge, particularly in the event of a ‘no deal’ outcome. The effects of
these onservice industries like creative and digital would be relatively limited, but they could be more
profoundin sectors that rely on imports and exports —for instance manufacturing and food services.

Loss of competitive edge in digital infrastructure

The ultrafast broadband networkin Colchester’stown centre provides it with a distinct competitive
advantage. Two phenomenaoccurring overthe nextfew years may, however, reduce this:

e Nationwide full fibre rollout will make higher Internet speeds the norm across the UK.
e The move towards home working (accelerated by Covid-19) will make speedsinresidentialareas
relatively more important — Colchester does not currently have a big advantage here.

This is particularly relevant forthe creative and digital industries that Colchester hopes will powerits
economicgrowthin the future. Giventheir strongtendency to cluster, the more established they are in
Colchester, the more they are likely to continue to grow. Colchestershould, therefore, seek to ‘lockin’ its
existing advantage as soon as possible to secure its future as a technology hub. Increasing ultrafast
provisionin residentialareas will also make Colchester more attractive for home workers from all
industries.

This has already beenidentified as a priority and work is underway to addressit. Colchester Borough
Council and AmphoraTrading have secured DCMS investment to connect a further 25,000 properties
(residentialand commercial) to the gigabit network overthe next5years’,

70 Colchester Green Lights Dark Fibre and 1Gbps Broadband Rollout, ISP Review, May 2020. Link.
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2.6 Potential investment priorities

Based on the above SWOT analysis, a set of high-level priorities for investment to support Colchester’s
economicgrowth and quality of life has been drawn up. Indiscussing these, itis importantto be clear
aboutwhat they can be expected to achieve and whetheror not they are within the scope of investment
for Town Deal funding. Therefore, we illustrate the impact of interventions through logic mapping
(context-input-output-outcomes-impact) and make it clear if they are beyond the scope of the Town
Deal. We also discuss the relative importance of the investments.

Residential broadband investment

Two of the biggest economic opportunities available to Colchesterare the further growth of the creative
and digital economy and the attraction of high-earning London commuters who may work from home
more in future. Theyrely on providing fast, reliable Internetinresidential areas — not justin the town
centre and new commercial developments. Given the potential for national full fibre rollout to erode
Colchester’s current advantage in digital infrastructure, continuingto address this is a very high priority.

Figure 24: Logic map - residential broadband investment
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Providing employment space for large creative and digital employers

The creative and digital economy is a rapidly emerging strength of Colchester’s. Itis dominated,
however, by smalland generally less productive employers. By providing space suitable for larger
creative and digital businesses, Colchester can encourage scale-up and larger inward investments,
creating more productive (and therefore better-paid) skilled jobs. Large employers may also be able to
offer more stable employmentand opportunities for career progression. Given the existing strengthin
these sectors, there is strong potentialto realise a significant economicopportunity here, makingit a
very high priority.

Figure 25: Logic map - providing employment space for large creative and digital employers
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Connecting deprived areas and employment centres

If Colchester’s future economicgrowth is to be inclusive, it needs to lift up the economicprospects of the
most deprived areas. One way of doing this is to improve public and active transport connections
between deprived areas and employment centres both within Colchesterandin the widerregion (i.e.
via the station) — both via new, direct connections and integration of existing public transport with the
RTS. This will open up new opportunities forresidents of deprived areas, make them more attractive
places to live, and support the growth of Colchester’'s employment centres through betteraccess to
labour. The reduced deprivation that would result brings with it a lowering of associated social costs like
crime, health inequalities, and welfare dependency. The economic, environmental, and equality benefits
this could bring make it a high priority.

Figure 26: Logic map - connecting deprived areas and employment centres
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Residential development near the town centre

To supportits rapid population and economicgrowth without creating housing affordability problems,
Colchesterneeds to meetits ambitious housebuilding targets. It needs to find ways of doing this thatdo
create or intensify quality of life issues such as congestion or loss of local green space. In particular,
following the verdict on the Colchester Braintree Borders Garden Community, more housing will need to
be allocated in Colchesteritself. Therefore, increasing and intensifying developmentin and
immediately around the town centre could meetsome of Colchester’s housing need, while avoiding
these problems, which often generate local opposition to development. It would also increase the
population with ready access to the town centre, helping to maintain employmentthere. Sustainably
meeting housing needis vital, so this is a high priority.

Figure 27: Logic map - residential development near the town centre
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Improving youth services

Colchester has a young, skilled population that can helpit to achieve its full economicpotential. Further
intervention may be neededto achieve this:

e Colchester’'seconomy has seenrapid changesin recentyears. Stakeholders have reported that
public awareness of growth in the creative, digital, and leisure sectorsis low — it therefore
follows that young people may not be aware of employment opportunities available here.

e Anylabour supply gaps — both skilled and unskilled — may be exacerbated following Brexit,
dependingonthe final outcome.

e The economicimpact (if notthe health impact) of Covid-19 has fallen most heavily on younger
people as employment and especially education have been disrupted. Itisimportant to ensure
that affected young people do not ‘fall through the cracks’ into economicinactivity or
underemployment.

Bringing togetheremployers, skills providers, and young people themselves can help to ensure improved
awareness of qualifications, training, and jobs available, and to improve job matching between
employers and employees. This may take the form of new or improved youth services provision,
including existing youth centres or the new ‘Youth Zones’ model. This can help to improve overall
economicgrowth, and to ensure thatit is inclusive. It is therefore a high priority.

Figure 28: Logic map - improving youth services
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Investing in public realm

The quality of Colchester’s publicrealm, particularly relative to places like Chelmsford and Ipswich, has
been identified as a weakness which limits its potential for growth as a shoppingand leisure destination.
It also means that Colchester’s significant heritage assets are not fully utilised —for example
development of the areaaround it may spur investmentinJumbo Water Tower (currently privately -
owned), which has the potential to be a distinctive visitor attraction. Investmentto upgrade public
realm could therefore help to bring more shoppers and visitors into the town, unlocking further private
investmentin sectors like leisure and hospitality. This would deliver growth and employment benefits
and is therefore a high priority.
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Figure 29: Logic map - investing in public realm
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Providing employment space for finance, insurance, and professional services

Colchesteralready hosts some employers in traditionally London-based, white collarindustries like
finance, insurance, and professional services — like many locations onthe Great Eastern Main Line these
companiessee it as a suitable place to locate back-office functions (alongside some core operations).
Hiscox is a long-standing example, whilst Birkett Long and Aston Lark have located in Colchester more
recently. This is a strength but not a highly distinctive one; there are for instance majorinsurance
operatorsin othertowns and cities along the Great Eastern Main Line into London, namely Chelmsford
(Aon), Ipswich (Willis Towers Watson, AXA), and Norwich (Aviva). The likely growth of remote working
following Covid-19 may encourage these industries to expand in locations outside London but well
connectedtoit. Existing connectivity from Liverpool Street and Stratford to central London employment
centresis setto improve following the opening of the Elizabeth Line. Colchestertherefore standsto
attract more of this highly-skilled, highly-productive employment by providing office space suitable for
knowledge-intensive service industries. Asit is not distinctive to Colchester, it is important to be realistic
aboutthe scale of this opportunity — neverthelessitis an existing strength to build on and therefore a
medium priority.

Figure 30: Logic map - providing employment space for finance, insurance, and professional services
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Colchesteris close to the Innovation Corridor (London Stansted Cambridge Corridor), butis relatively
poorly connected toit, limiting opportunities from the international connectivity at Stansted Airportand
clusters of knowledge-intensive activity throughout the corridor. The corridor is experiencing severe
supply-side constraints toits growth, presentingan opportunity for Colchester. Cambridge is also part of
the Oxford-Milton Keynes-Cambridge arc, another growth areaand one which will shortly become better
connected with East West Rail (and possibly the Oxford-Cambridge Expressway). Lobbying for
investmentinroad and rail links to the west is therefore a high priority for Colchester, though one
which is beyond the scope of Town Deal funding.

Figure 31: Logic map - securing improved east-west connectivity
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3 Narrative

Colchester has many reasons to be positive about its economic performance and growth prospects. Its
connectionto London allows it to serve asa home for affluent commuters and professionalservices
employers. Abold, trailblazing approach to digital infrastructure, a young, skilled population, and the
nearby University of Essex are driving the growth of modern creative industries ranging from digital
marketing to computergaming. It is nearan international airport, seaport, and the city of Cambridge,
perhapsthe UK’s most dynamic centre of knowledge-intensiveindustry outside London. Its unique
Roman and Norman history, nearby coast and countryside, and improving retail and cultural offerall
contribute to a growing and increasingly upmarket visitor economy.

Despite these strengths, Colchesteris clearly not fulfilling its economic potential. Whilst it does not face
the severe deprivation challenges seenin some parts of the region, it falls short on measures of earnings
and productivity. Whilst the abundance of creative start-upsin Colchesteris exciting, more large
employers are needed to deliver higher productivity and better-paid careers, and pivot Colchester’s
employmentaway from a reliance on low productivity sectors. Strategic and local transport challenges
limit Colchester’s ability to benefit from the centres of knowledge-intensive activity to its west, and its
poorest citizens’ ability to benefit from growing opportunities in the town itself. Poor public realm in
parts of the town centre and under-utilisation of heritage assets representabarrierto Colchester
realising its ambitions to establish itself as a retail, leisure, and short break destination. As long as these
weaknesses persist, the town will continue to fall short of what it could achieve for residents, investors,
and visitors.

In the current context of Covid-19, a changing relationship with the EU, and rapid technological change,
the future is more uncertain than ever. Nevertheless, it clearly poses both challenges to and
opportunities for Colchester’s economicgrowth. Preparing forand responding appropriately to these is
essential.

The pandemic has led to a fundamentalrethinking of how work can and should be organised, following
the enormous experimentin home working which resulted from lockdown. More home workingin the
future will lead to increased spend in the local economy by high-earning London workers, helping to
create employmentforotherresidents and maintain the town centre as an employment location.
Furthermore, people currently living and working in London who no longer need to travel to an office
every day may consider moving further out, for example to Colchester, in orderto enjoy lower property
prices and betteraccessto green space. Future housing policy should aim to support this by providing
guality homes which are suitably located and well-connected both physically and digitally —for instance
forthcoming public and active transportimprovements can ensure that growth and development do not
compromise quality of life or sustainability objectives by creating pollution and congestion problems.

Colchester can also take the opportunity, wheninvesting in new commercial space, to factor in a likely
shift in demand away from the traditional office environment towards flexible co-working; this is
particularly important for digital and creative industries, which could transform Colchester’s economic
performance and its residents’ prospects if given the space and infrastructure to grow into larger, more
established businesses.

Colchesterhasalso had some success in attracting employersinthe legal and financial sectors, who
require a good connectionto central London—something which Colchesteralready enjoys, and which
will improve significantly once the full extent of the Elizabeth Line is in operation. These companies
create stable, high-earningjobs so building on this strength by providing appropriate commercial space,
housing, and transportinfrastructure is a further major opportunity for Colchester. It should be stressed
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once again that the capital is not the only nearby centre of high-skilled employment — Cambridge, while
smaller, is a world leading centre in a range of science and technology based sectors and also faces
constraints to growth. As long as Colchester’s road and rail connectivity to it remain poor, however, the
opportunities it presents will be largely unrealised. Addressing these issues would allow Colchesterto
benefit fully fromits proximity to some of the most dynamic areas of scientific and digital activity in
Europe and from major investments like East West Rail.

At presentthe Colcestrian economy s, however, heavily dependent on retail and hospitality. These
sectors were hardest-hit by lockdown, and will face prolonged difficulties and constraints. A significant
number of businesses may not survive, and this could both cause immediate economicproblems,
threateningthe growth of Colchester’s creative economy and prospects as a shopping and visitor
destination. Afurtherrisk factor is the persistent turmoilin the aviation industry caused by Covid-19,
diminishing the opportunities for Colchester from nearby Stansted Airport.

The success of the creative economy thus far has been driven by Colchester’s distinctive ultrafast
broadband network, but national full fibre rollout could undermine this advantage . Therefore itis
imperative that planned investments in 5G and residential digital infrastructure proceed successfully —in
this way Colchester can continue to support modern businesses and home workers.

Concluding remarks

Colchesterhasa distinctive and truly exciting set of opportunities. Its performance on measures such as
productivity and earnings demonstrates that these have not yet been fully translated into economic
strength and high standards of living —but they can be. We Are Colchesteridentified three themes for
investment, and this research reinforces them as priorities for economicgrowth whichis both
sustainable and inclusive.

e HowWe live: Improving Colchester’s publicrealm and promotingits arts, culture, and heritage
are vital to building on the town’s status as a retail and visitor destination — a source of both civic
pride and employment growth. Improving quality of life and ensuring that it is not compromised
by developmentis a worthwhile end in itself, and will make Colchester more appealing to high-
earninghome workers.

e HowWe Grow: To addressits persistent productivity challenges, Colchester needs to support
scale-ups and inward investment, forinstance through the continued provision of suitable
employmentspace. Afocus onskills will ensure thatthese opportunities are inclusive.

e HowWe Connect: Colchester’'s most distinctive economicstrength is its growing creative and
digital economy, and it makes sense to build on this by staying competitive in digital
infrastructure. This will also supportincreased home working. There are also physical
connectivity and public transport challenges — addressing these will ensure that growth is
sustainable and not accompanied by congestion and air quality issues.

By investing to address the challenges which hold back its growth and build on existing strengths,
Colchester can improve its citizens’ lives, provide economicopportunities forresidents elsewhere inthe
region, and make a much greater contribution to the UK’s ambitions for modern, sustainable growth.
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