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Covid 19 and its impacts on Castell Howell


Executive Summary

The purpose of this report is to analyse the effects the current Covid 19 pandemic has had on the leisure, tourism, and hospitality sector with specific insight into the welsh wholesale distributors Castell Howell. How this has affected the business and what it has done to survive in the current climate, what makes it stand out compared to other hospitality food beverage wholesalers and what the future may be for Castell Howell post Covid 19.
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Introduction 

Castell Howell, the business being researched was established in 1988 by a poultry and dairy farmer called Brian Jones who sold his produce to local businesses from his farm named Castell Howell in Travaughan, West Wales. Castell Howell then moved to the Pensarn site in Carmarthen which it eventually outgrew in the nineties and moved to a new state-of-the-art head office in Cross Hands near Llanelli. The new facility has 100,000 ft² of storage (Castell Howell, 2020), and now employs over seven hundred people. In the last thirty-two years they have expanded further and opened depots in Merthyr Tydfil Blaenau Ffestiniog Chirk and Avonmouth, Making them one of the United Kingdom’s most prominent independent wholesalers. The company now supplies essential wholesale food, beverage, and hospitality products to a high percentage of west wales tourism and hospitality sector. 
What originally started as a means of Brian Jones distributing his own produce, Castell Howell has now become a multimillion-pound business generating a turnover of £126 million (BBC,2020), seeing a niche in the market the company is now connected to many local councils and now supplies schools and care homes throughout the counties of Pembrokeshire, Carmarthenshire and Ceredigion fulfilling the needs and wants (Maslow,1954) of both the public and commercial business alike. Castell Howell supplies quality food at affordable prices, seeing many lorries with the infamous logo of Castell Howell driving around the countryside, now making them a household name.

The coronavirus known as Covid 19 is a global pandemic which was unknown until it was discovered in Wuhan China in December 2019 (BBC,2019), it is a respiratory virus with many symptoms the main ones being fever, cough, and tiredness. For those that become infected with Covid 19 one in five can become seriously ill and develop difficulty breathing (WHO,2020) sometimes leading to hospitalization or even more serious outcome, death. Covid 19 being such an aggressive virus has caused many Governments around the world to take drastic measures to control the spread, because of the severity of these measures it has led to economic implications.

Main Findings

Target market

Starting with local businesses Castell Howell branched out and expanded gradually increasing their customer base, targeting a larger range of food outlets, hospitality premises and events. The target market which began with small café’s and pubs went on to larger restaurants and takeaways. Successfully using the 4P’s of marketing, price, promotion, product and place (Mcarthy,1971), they have from there targeted events, wedding caterers and venues such as Ffos Las racecourse, supplying larger quantities to the local area and also widening their geographical market place expanding to the English borders, also included on their list of customers are hotels holiday accommodation and tourist attractions. They have also put offers in on establishments that have to put their supplies out to tender and have successfully negotiated the contracts adding several county councils to their customer base. Unlike some of their competitors Castell Howell have stayed away from just catering for a niche market which in a mainly rural area could restrict growth and have instead opted to try and provide a much wider range of products from the affordable good quality products as well as the more expensive exclusive products, increasing its potential customer base, which in turn increases profit and growth.

Technology

Castell Howell has come a long way over the years with orders originally being supplied on printed order forms or by telephone calls to the main office, it can now be done through modern technology either by going online to their website and ordering there, or download their app which is extremely easy to use and is a fast and convenient way to run a business. It is easy to forget on a busy day in the kitchens to complete orders before leaving to go home, with the app it can be easily accessed from any compatible mobile device allowing extras to be added at any convenient opportunity. One of the leading applications Castell Howell have access to is called Erudus, this unique application allows suppliers to upload ingredients of most of their products allowing customers to access them and to keep on top of the allergen criteria that that is a legal requirement all food establishments have two abide by, this can also be accessed through their own ordering app so it is easy to cross-reference your purchase with the ingredient allowing their customers the knowledge of what they are purchasing (Erudus,2020). It could be argued that this is one of their key services that they provide as a company, this is one of the things that sets Castell Howell apart from their competitors. This has also helped during the pandemic due to the lack of customer support in-house at present, it has meant that people with certain allergies can still go online and be guaranteed they are consuming products suitable for their dietary requirements as it is already such a worrying time this can put customers minds at rest.


Covid 19 Pandemic

In December 2019, the first cases of the pandemic now known as Covid 19 where reported to The World Health Organization (WHO,2019).  On the 31st of January 2020 the first cases were reported in the United Kingdom (BBC,2020) and on the 23rd of March 2020 the Prime minister Boris Johnson announced the United Kingdom had officially gone into lockdown (BBC,2020). This had a massive economical effect on the country as all business’s apart from essential services where required to temporarily close and although the government put in place measures such as Business loans, grants and the Furlough scheme many businesses have still not been able to keep trading in such unprecedented conditions. The effects have been felt throughout the business world but arguably the worst hit has been the Tourism and Hospitality sector.  The most obvious part of this industry to be affected are the companies such as Hotels, Restaurants, pubs, travel agents and airlines. This has been seen with British Airways retiring their fleet of Boeing 747 early due to Covid 19 (Reuters,2020) and virgin Australia who went into external administration in May crushed by 4.8 billion debt mountain and without a federal government bailout to support it had no other option, this has affected 10,000 staff (The Guardian,2020).  Virgin Atlantic has also suffered financially asking the UK government for a bailout which was refused (BBC,2020) However, these companies are part of a bigger picture as they rely on the services of other companies if they cease to operate it creates a chain reaction and the effect is felt down the line.


Castell Howell and Covid 19
                                                                                                                                                                                  
Castell Howell is one of these companies that has fallen victim to a large amount of its customer base being forced to close due to the pandemic. Overnight Castell Howell took a massive hit when all non-essential services were asked to close temporarily. With the summer months rapidly approaching and much of their customer base being seasonal tourism businesses, they have seen a sharp fall in revenue, although they have been able to continue to supply some National health service establishments. With hotels café’s and holiday resorts closing, major sporting events like Ironman Wales cancelled (BBC,2020) Castell Howell have reported 65% in lost revenue (BBC,2020) and have had to put 45% of their staff on the new government run furlough scheme (Castell Howell,2020). They have had to rethink and try to find a solution to their current problem this has come about by opening their doors for the first time to the public. The Carmarthen based site has been a cash and carry to local businesses that have accounts for a long time but has allowed access under strict social distancing rules to the general public, as a major shortage of some house hold product began to appear. It has worked in their favour that not only have they been delivering essential supplies to local pickup points for people to collect increasing income this has proved popular with members of the public who are in the high risk category being able to collect items without having to negotiate crowded supermarkets, which in turn increased their popularity and image seeing to bring a camaraderie in times of crisis. But as much as this has been a great help to the public and themselves, unfortunately this does not come close to making up the massive shortfall in the amount of sales lost to the business sector as a result of this there are still a large amount of jobs at risk and without much hope of the Hospitality and Catering industry returning to normal by the end of the governments furlough scheme and without many other options available to the company, On 24 June ITV news announced that there would be potential job cuts due to the impact of the coronavirus pandemic the company has said that it is in talks with their employees to see what action may need to be taken as it looks unlikely that the company will be back up to full speed until 2021. Part of this decision with job losses is to do with the government’s furlough scheme ending in October which is why the consultation process has started now. How many jobs will be lost, or hours cut are still unknown. A statement from castle Howell has also said that any staff that unfortunately are made redundant through these unprecedented times will be the first applicants to be offered jobs when business regains momentum in the future.


Moving forward

Castell Howell has no other option but to see through the current pandemic and where the company will be in a years’ time, this will depend a lot on how the tourism and hospitality sector will recover as well as schools and universities getting back to some sort of normality in the near future, and how they will run between now and the end of the pandemic however long that may be. First Minister Mark Drakeford announcing the slow reopening of hotels and bars from 11 July is a positive yet slow step towards a recovery in the hospitality sector, with strict new rules and hotels and restaurants not being able to reach full capacity the demand that Castell Howell relies on to maintain its current turnover is not achievable. It could be seen that with the general public being slightly nervous about taking the usual annual holiday abroad, which means taking the risk of booking flights with the possibility of cancellations and either having to wait a long time for refunds or no refunds at all. Sykes holiday cottages rental website said they have seen 159% increase on their bookings for the same month as last year (business insider,2020) which does show that a spike in staycations could occur resulting in a surge of revenue as people flock to the local holiday sites of west wales. This could be more beneficial to their cash-and-carry on the Pensarn estate in Carmarthen which is open to the public. With continued effective use of the marketing mix including their constant Facebook updates and local radio coverage the possibility of them being able to continue successfully as a business could be argued to have a positive outcome. There were plans for a new depot to be built in Shropshire but this may now have two be postponed for the unforeseeable future this also affects the local building trade in the area that were employed to take on that task. This is another example of the roll-on effect Covid 19 has had on this company.

Conclusion

In conclusion it could be argued that Castell Howell is in a strong position to effectively survive the Covid 19 pandemic that is now crippling the world’s economy. As a relatively large company Castell Howell may find itself in a better position than some of its competitors having the financial stability with thirty two years’ experience backing them and being able to withstand a longer period of reduced profit however being a company of their size overheads will be higher than their smaller competitors.
With great local support and the united kingdoms lockdown easing it would seem that the worst is over however with major uncertainty in its customer base as some businesses being slow to recover and sadly some ceasing to trade, the annual turnover is unlikely to be a profitable one so for a company that has continuously and steadily grown since it was first started, it would seem that in order to survive it will have to move backwards with redundancies being an inevitability in the short term so it can regroup and rebuild. This may be frustrating for the company and staff a like but in the long-term outlook for the company it is an essential step in securing a future for Castell Howell and its staff. 
With Covid 19 infection rates slowing there is hope that things could slowly return to normal, but with a mindful thought that a second wave could change the outcome for Castell Howell it is imperative that they continually update and renew their way of thinking with the possibility of a negative outcome to the Covid 19 pandemic resulting in the loss of another hospitality business and an increase in unemployment.



[bookmark: _Toc47387415]Bibliography













2020. [online] Available at: <https://www.walesonline.co.uk/news/wales-news/castell-howell-carmarthenshire-news-food-18054673> [Accessed 15 July 2020].
BBC News. 2020. Two Coronavirus Cases Confirmed In UK. [online] Available at: <https://www.bbc.com/news/health-51325192> [Accessed 2 August 2020].

Business Insider. 2020. UK Staycations Could Boom During The Pandemic — But Don't Expect A Breakfast Buffet Or A Turndown Service. Here's How Hotels And Holiday Cottages Are Preparing For The Rush.. [online] Available at: <https://www.businessinsider.com/how-uk-hotels-holiday-homes-prepare-for-covid-19-staycations-2020-7?r=US&IR=T> [Accessed 3 August 2020].

Castell Howell. 2020. History - Castell Howell. [online] Available at: <http://www.castellhowellfoods.co.uk/history/> [Accessed 15 July 2020].

Erudus. 2020. Castell Howell, Wholesaler Close Up - Erudus. [online] Available at: <https://erudus.com/castell-howell-wholesaler-close-up/> [Accessed 2 August 2020].

Facebook.com. 2020. Castell Howell. [online] Available at: <https://www.facebook.com/castellhowell/> [Accessed 15 July 2020].

foodmanufacture.co.uk. 2020. Coronavirus: Castell Howell Foods To Make Job Cuts After Sales Down 65%. [online] Available at: <https://www.foodmanufacture.co.uk/Article/2020/06/23/Welsh-food-manufacturer-to-make-redundancies> [Accessed 2 August 2020].

foods-ltd-in-carmarthenshire-due-to-impact-of-coronavirus-pandemic/> [Accessed 15 July 2020].

ITV News. 2020. Potential Job Cuts At Castell Howell Foods Ltd In Carmarthenshire | ITV News. [online] Available at: <https://www.itv.com/news/wales/2020-06-22/potential-job-cuts-at-castell-howell-

Kelly, J., 2020. Hertz Files For Bankruptcy After 16,000 Employees Were Let Go And CEO Made Over $9 Million. [online] Forbes. Available at: <https://www.forbes.com/sites/jackkelly/2020/05/23/hertz-files-for-bankruptcy-after-16000-employees-were-let-go-and-ceo-made-over-9-million/> [Accessed 3 August 2020].

McCarthy, E. (1971). Basic Marketing,2nd edn. Irwin

South Wales Guardian. 2020. Castell Howell Launch Food Distribution Service. [online] Available at: <https://www.southwalesguardian.co.uk/news/18326509.castell-howell-launch-food-distribution-service/> [Accessed 2 August 2020].

the Guardian. 2020. Virgin Australia: What Does Voluntary Administration Mean And How Will It Affect You?. [online] Available at: <https://www.theguardian.com/business/2020/apr/21/virgin-australia-what-does-voluntary-administration-mean-and-how-will-it-affect-you> [Accessed 3 August 2020].
U.S. 2020. End Of The Jumbo: British Airways Retires 747 Early Due To Coronavirus Crisis. [online] Available at: <https://www.reuters.com/article/us-health-coronavirus-iag/end-of-the-jumbo-british-airways-retires-747-early-due-to-coronavirus-crisis-idUSKCN24I04J> [Accessed 3 August 2020].
Who.int. 2020. Home. [online] Available at: <https://www.who.int/> [Accessed 2 August 2020].

image1.png




image2.png




