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Crossrail’s Tourism Impact 

Executive Summary 

This report is a detailed and critical assessment of the effects of Crossrail when in operation. Focusing on the effects it will have on the travel and tourism in London, and on Heathrow Airport. It will include two strategic management models to aid the assessment.  
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1. Terms of Reference 

1.1. Requested by: Michael Davies 
     Requested: October 2017
     Author: Zoe Jones
     Publication date: 24th of November 2017

1.2. Assignment tasks: 

· Critically asses the effects of Crossrail when in operation.
· Identify two strategic management models. 
· Asses the effects Crossrail will have on the Tourism and Travel Industry 
· Asses the effects Crossrail will have on Heathrow Airport.

2. Findings 

2.1 Introduction

Crossrail is a project that is currently underway in London, it is developing a new railway to connect parts of London and some of the surrounding areas. The new railway is called the Elizabeth line in celebration of Elizabeth II and will cost around £14.8 billion. The railway will be mainly focused on connecting the West and the East, from Reading and Heathrow to Shenfield and Abbey Wood.  Most of the route being above ground and underground in the London areas.  The aim of the project is to create an easier, quicker, reliable and more direct train service for people to commute in, out and around London. The project begun in May 2009 and is set to be completed on time and within budget. The trains will begin to run on the east side of the line from December 2018. 

3. Strategic Management Models 

3.1 Porter’s Five Forces Framework 

The Porter’s Five Forces Framework was devised by Michael Porter the professor of the Harvard business school, in 1979. The model was devised for analysing a company’s competitive position. This tool is simple yet effective as it gives businesses an understanding of the industry in which it operates, therefore allowing a better strategy. The model concentrates on the external forces that effect a business and puts them together to conclude the profitability of the business. The five forces include Competitive Rivalry, Supplier Power, Buyer Power, Threat of Substitution and Threat of New Entry. Each force needs to be focused on individually to conclude the position of the business in the industry. The competitive rivalry is the centre of the model, which indicates the businesses themselves, and the rivalry between them is being influenced by the other four forces. 

3.2 Advantages and Disadvantages of Porter’s Five Forces

The advantages of the Porter’s Five Forces Framework is it provides business with detailed and in-depth information on the industry in which it operates by focusing directly on the five most important factors facing a business, that determines the competitiveness and the profitability. This model is very easy to conduct and cost effective for businesses to use therefore making it a great tool to be used whether the business is starting off or whether it has been in the industry for a while. However, this model also has its disadvantages. The model could be seen as quite dated and may not be as effective as it used to be, because industries have changed massively over the past 30 years and technology now has a huge effect on businesses. Another problem with the model is that it focuses on the industry quite vaguely as industries are usually segmented, it also doesn’t focus on the different types of markets within the industries. 

3.3 Porter’s Five Forces Framework in Practice

There are few existing competitors in the market in which Crossrail operates, these include Taxi’s, Buses and the underground. The competitive rivalry between Crossrail and these competitors is minimal as they don’t compare. They all meet the need for transport in and around London however they cannot offer a service like Crossrail’s. Taxi’s direct and private however are expensive and take a lot longer as they get stuck in traffic. Buses are affordable however they are not as direct and also face a lot of traffic. The underground is also affordable however it is slower and doesn’t reach as many destinations as Crossrail. Crossrail offers something unique over these competitors, by being affordable, having a large capacity, going direct to destinations, being extremely frequent and getting to places quickly. This gives Crossrail power over its rivals which means they are extremely likely to be profitable. 

The threat of new entry to Crossrail would be low, as the ability to enter the industry is difficult. It would take an extremely large investment to be able to get into the market. Crossrail is a £14.8 billion project which will have taken 10 years by the time it is fully completed, therefore the likelihood of a new entrant being a threat to Crossrail is slim. Crossrail has a strong position in the market and the industry is tightly regulated. 

Crossrail has a lot of power when it comes to buyer power as they have so many customers. ‘Crossrail will bring an extra 1.5 million people to within 45 minutes of central London and will link London’s key employment, leisure and business districts – Heathrow, West End, the City, Docklands – enabling further economic development.’ (Crossrail, 2016). Crossrail will be offering a service in London like no other and millions will be using it. Crossrail customers can use other forms of transport however they wouldn’t receive the same form of transport that cross rail offers. No other form of transport will be able to take them to their destination as quick or as cheap as cross rail will be able to. Cross rail will be halving the current journey times, and will be increasing the frequency of trains by 25% according to cross rail themselves. Cross rails customers won’t have the power to dictate prices and it is very unlikely that they would switch to a rival’s services. 

Crossrail has a strong position when it comes to threat of substitution as they offer an unique, reliable and affordable service in London. Customers could choose to use taxi’s buses or the underground instead however they wouldn’t receive a service like Crossrail offers. Crossrail avoids traffic, is affordable, reliable, frequent and fast, things that the substitute mode of transport couldn’t all offer. Therefore, these substitutes won’t be able to weaken the position of Crossrail, making it competitive. 

When it comes to supplier power this depends on what is being supplied to Crossrail. When it comes to the supply of electric, this would be supplied by Network rail which operates the company. Network rail sources their electric from EDF energy, ‘…The largest producer of low-carbon energy in the UK.’ (Network Rail, 2013) By EDF Energy being such a huge company that supplies the lowest carbon energy from its eight-nuclear power stations this means that the supplier holds the power, as it wouldn’t be easy for Crossrail to switch to another supplier and they wouldn’t be able to get a supplier anywhere near the standards of low carbon energy that EDF Energy supplies. Therefore, meaning that their energy supplier has the power to change prices as they offer a unique and powerful service. Crossrail is highly dependent on EDF Energy as without electricity they are unable to work, and they need a low carbon electric supplier as Network rail has a responsibility to be a very environmentally friendly form of transport. However, Crossrail will be offering 4G and WIFI in all of their carriages and stations, therefore in this case Crossrail will retain the power of their supplier. This is because there are so many internet providers to choose from and thus Crossrail could switch providers at any time. Their current supplier of internet is Virgin media, however if they are not offering the level of standard required or they decide to increase prices then Crossrail can easily go elsewhere. 

3.4 PESTLE Analysis  

A PESTLE analysis is a tool used by businesses to help guide decision making, assess risks and help it stand out from competitors by assessing the macro environment in which they are operating. PESTLE stands for, political, economic, sociological, technological, legal and environmental. These are the external and internal factors that affect a business. ‘A 'PESTLE' (or 'PEST') analysis can be used to analyse a firm's current and future environment as part of the strategic management process.’ (Worthington and Britton, 2006) Macro Environment is something that has an influence on a business and affects their performance and decision-making processes, it is something that continues to change, and is out of the control of businesses. Examples of macro environmental influences are government regulations, competitors, and changes in interest rates. Businesses can use the macro environment to find out whether the business is going to grow and to see what factors are going to change in order for them to help with their decision-making processes. Businesses that are more dependent on the state of the economy will be influenced the most by the macro environment.

3.5 Advantages and Disadvantages of PESTLE Analysis

There are many advantages when using PESTLE to analyze a business, these are as follows. PESTLE is easy and simple to use therefore most businesses will be able to use it and it is also cost effective, making it a very beneficial tool to use as it costs nothing and doesn’t take any skills or expertise. It encourages business to think strategically about the business and helps guide strategic decisions. It also keeps business up to date with external factors effecting the business and any threats that may arise. The disadvantages of using PESTLE analysis are that it would need to be used very frequently to be able to collect reliable information. The analysis can also lead to people making assumptions that may not be correct which could be detrimental for the business. Too much information could also be collected therefore over complicating the analysis. 

3.6 PESTLE in Practice 

There are many political factors that could affect Crossrail. One example of this would be the increase of tax in the UK. This would affect employees of Crossrail because the company would have to cut wages slightly which could possibly lead to their staff being unhappy at work and be de-motivated. This could also lead to them being in breach of UK regulations relating to minimum wage legislation. Rules and regulations could affect Crossrail as the government could set rules or make changes which would affect the business, such as Brexit which could make it difficult for Crossrail to operate. 

Economic conditions are something that affects the way businesses and especially how Crossrail make decisions. If the economic conditions are good then they will be more likely to take risks. If the economy takes a downturn Crossrail may find themselves having less customers.  If this is the case less people will be visiting to London for leisure pursuits, Crossrail will have no control over this.  A tourism tax could be added which could put people off coming to the UK therefore less overseas visitors using Crossrail.  Although on the other hand with Brexit coming into place more people may stay in the UK therefore more people using Crossrail to move in and around London. 

Social media has grown massively and affects every business in the modern day therefore Crossrail can use this to advertise and communicate with possible customers. Customers can also use the internet to book their train tickets in advance. This is also a good way for them to reach out to the younger generation. People are now living longer which means a larger group of people will be using the trains for a longer length of time.  

Crossrail has used technology to its advantage by creating up to date and modern trains with 10 new modern stations, and have upgraded 30 current stations. However, it would be difficult for Crossrail to upgrade and update their service if and when things change, as technology is always changing and places such as Japan and China are ahead of the work with travel. Mobile payments and contactless payments are also now becoming popular, therefore Crossrail would need to be up to date with this.  

Brexit would ultimately affect Crossrail in relation to funding from the EU.  For example, the EU fund a wide variety of businesses in the travel and tourism industry. The Health and Safety act is something that affects all businesses, and Crossrail will be required to adhere to these regulations and at this stage it is unknown what the UK Government are planning when the United Kingdom leave Brexit. 

Crossrail have an environmental responsibility hence why they’re trains are purely run by electricity. They have also designed they’re trains to regenerate electricity back into the power supply. ‘The trains will regenerate electricity back into the power supply when braking to use up to 30 per cent less energy, as well as delivering faster journey times than the old trains.’ (Crossrail, 2017). They have used energy efficient materials in their carriages and stations. ‘Crossrail is designing and specifying a range of energy efficient materials and systems into our stations.  For example, we have specified a “heavy duty metro” escalator which is more efficient than the escalators used in most existing underground stations.’ (Crossrail, 2017). 

4. Travel and Tourism Industry 

Impact on the Travel and Tourism Industry 

By using the two management models to asses Crossrail it is apparent that Crossrail have strategically planned their new development and that it is going to be profitable and extremely competitive. This massive investment will give commuters a service which is going to be extremely beneficial in bringing people in and out of London. Crossrail will enable people to travel in to London faster, quicker and at an affordable price. This development will impact the travel and tourism industry massively by bringing in thousands of people to London each day, from destinations that found it difficult to get in to the centre of London. According to Crossrail ‘The project will allow an additional 1.5 million people to travel between London’s key business districts in just 45 minutes.’ Thus, creating a boost for tourism in London, therefore boosting the economy. Crossrail will make it easier for people to do business in London or to visit for leisure reasons therefore helping to boost the tourism industry. Crossrail will mean that there will be less congestion on the underground and therefore allowing for more people to travel in and around London, as the underground would often be off putting for some people. The impact of Crossrail will affect businesses in London and therefore in the Long-term help boost the economy by bringing in more people each year.

Impacts on Heathrow Airport 

The impacts Crossrail will have on Heathrow could be seen as positive, as people will now be able to get to Heathrow from London in half the time and it will be a lot easier to use. Crossrail will create more direct links to and from London and Heathrow, therefore encouraging more people to use Heathrow airport. However there has been dispute between the office of rail and road, the owners of Heathrow airport due to the fact that part of the Crossrail track will be built on the property of Heathrow. Part of the Crossrail line will be built on a track that was built for the Heathrow Express to operate. Heathrow airport have said that they will continue to run the Heathrow Express alongside Crossrail, however the legal dispute continued over fees. This could mean that Crossrail trains could be charged to travel to Heathrow airport. The Heathrow Express operates daily to take people directly from London to Heathrow will be effected negatively. As the Heathrow Express will not be able to compete with the services that Crossrail will offer. Heathrow Express promises a fifteen-minute journey time from London to Heathrow however it only departs from one station in London. This means commuters would have to get the underground when in London to get to the correct station to then commute to Heathrow. However, Crossrail will have several pick-up stations, and the trains will be very frequent and extremely reliable, therefore the competitiveness of the Heathrow Express will be low. 

5. Conclusion

To conclude it is apparent that Crossrail is a massive development which will benefit not only London but the United Kingdom as a whole. It is a development that has been strategically planned and managed to ensure their visions. Crossrail will be fast, easy and reliable. It is a venture that is highly anticipated by thousands of people who have problems with the current travel industry in London. Crossrail is a new innovative form of transport that will help boost the travel and tourism in London and surrounding areas. Analysis using strategic models shows it will be competitive and profitable and is on track to positivity changing the travel industry and helping to boost the tourism in London by December 2018. 
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