
BUSINESS IMPACTS OF THE CORONAVIRUS OUTBREAK ON CARNIVAL CORPORATION & PLC 
Aleksandra Pawlowska - 1800818


Executive Summary

The purpose of this report is to analyse what impact Coronavirus has had on Carnival Corporation & PLC. The introduction gives a brief explanation on Coronavirus along with what effect it has had on the cruise industry following a brief mention of Carnival. 

The main findings consist of background information on Carnival along with a brief history and future plans. Following a more detailed explanation of Covid-19, negative impact on businesses and a brief explanation of how it is impacted cruise lines. 

The report then goes into a much more detailed section on how Carnival has been dealing with the pandemic and what steps they have been taking throughout the last couple of months.  

The end of the report consists of a conclusion that has a summer up and a statement on how well or not well Carnival has managed throughout the pandemic. 
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Introduction 

Coronavirus also known as Covid-19 is a virus that comes from the family of viruses found to cause diseases in animals but also can influence humans, in most cases resulting in cold like symptoms, some show no symptoms at all but in severe cases it can end even with the results of death (Newey and Gulland 2020). Coronavirus has influenced many businesses globally and is bringing along a risk of recession (Carlson-Szlezak, Reeved and Swartz 2020). The industry that has been strongly impacted by the Coronavirus pandemic is hospitality and travel due to the cancellations as travel has become restricted causing a domino effect on many other businesses such as restaurants, clubs or gift shops which either way had to shut down too (Business Insider 2020). This also means major job loss within the travel, tourism and hospitality industry at around fifty million jobs, which an estimate of thirty million would be in Asia, seven million within Europe, five throughout America and the remaining throughout other continents (Messina 2020). 

Focusing on the cruise industry and the impact that Coronavirus has had on it, it has been noted that the outbreak will have an effect on sales of cruise holidays in a long-term effect (Moussalli and Tsekoura 2020). Overall the pandemic has created a bad publicity for the cruise industry especially with the headlines of Carnical’s Diamond Princess being quarantined in Yokohama for two weeks, which till now was the fastest growing sector as the increase in demand has gone up by twenty point five % within the last five years which will take a toll on future bookings of cruises (Moussalli and Tsekoura 2020). Most cruise companies such as Carnival are suspending cruises to Asia which will not only cause a loss as estimated by Carnival by $0.55 to $0.65 earnings per share but it will also then force the operators to lower prices to encourage tourists to go on cruises near Asia again (Moussalli and Tsekoura 2020). 

Focusing then on a brief introduction to Carnival Corporations & PLC historical background along with changes and development throughout the years within the report.  Carnival overall owes nine different lines within all over the world from UK to America to Australia with an estimate of 225,000 daily guests prior to Covid-19. The nine lines offer a wide variety of holidays at a good value that cater for guests from different backgrounds, cultures and different languages with the aim to exceed customers’ expectations (Carnival Corporation & PLC 2020). 










Main Findings
Organisations Background. 

Carnival Corporation & PLC has been founded in 1972 by Ted Arison which he then bought for $1 also the company name at the time was Carnival Cruise Lines which now operates under Carnival Corporation & plc to this day after they changed the name to distinguish the two in 1993. The organisation carried on expanding by being the first to have an advert on TV of cruise lines, then initiating a public offering which was twenty percent of their common stock therefore generating $400 million in 1987. In 1989 the organisation then has bought Holland America Line and Westours now known as Holland America Princess Alaska Tours, this being the leading company within the Canadian Yukon and Alaska. Carnival Corporations & plc carried on expanding throughout the years by taking over fifty percent of Costa Cruises in 1997, sixty eight percent stake in the Cunard Line in 1998 which in 1999 they bought out the remaining thirty two percent shares, debut of Carnivals first Super Bowl advert in 2015, expansion of the global ‘Fleet Operations Centres’ in 2017 and in 2018 Carnivals fleet consists of over 100 ships which is the largest in the world at the time, with an order of twenty two more scheduled to be added to the fleet within 2018 and 2025 (Carnival Corporation & PLC 2020). 

Carnival’s portfolio now includes some of the top global cruise lines which are: “Carnival Cruise Line, Princess Cruises, Holland America Line, Seabourn, P&O Cruises in Australia, Costa Cruises, AIDA Cruises, P&O Cruises in UK and Cunard. This also includes Holland America Princess Alaska Tours”, (Carnival Corporation & PLC 2020). In total these brands consist of over 100 ships that visit over 700 ports making it the world’s largest company which employs over 150,000 staff from around 150 countries making it a very diverse workplace. In 2019 the company has recorded a revenue totalling at $20.8 billion pushing it up to no.160 on Fortune’s 500 list (Carnival Corporation & PLC 2020).


















Coronavirus Outbreak. 

The virus spread rapidly from China, Wuhan at the start of the year and is now in almost every country of the world with no cure yet discovered (Newey and Gulland 2020).  Many countries have decided to go into lockdown at the end of March 2020 start of April 2020 therefore businesses having to shut down for many weeks and many not being able to work from home, in Asia, Australia and New Zealand ten countries have gone into national lockdown, in Europe thirty two countries have gone into national lockdown, in Americas nineteen countries have gone into national lockdown and in Sub-Saharan and African twelve countries have gone into lockdown at that period (BBC NEWS 2020). 

Due to Covid-19 many businesses will feel a negative impact which results from a survey done by (Management Events 2020) show that ninety-three percent of businesses have responded that they are aware that they business will be impacted negatively. Only twenty-eight percent of those businesses believe these impacts will be long-term while sixty-five percent believe these will be short term (Management Events 2020). 

The outbreak of Coronavirus has affected many economic sectors but the one influenced negatively the most is tourism (UNWTO 2020). Travel of any sort has come to a standstill causing revenue loss therefore cuts in jobs (Becker 2020).  Cruise companies have lost around $750 million in revenue since January when the virus started to spread fast, within companies such as Royal Caribbean, Carnival and Norwegian the shares have dropped dramatically by around sixty to seventy percent, on top of that cruising may be stopped till August (Becker 2020).  Cruise companies unlike airlines or hotels are not eligible for an aid bonus of $500 billion due to many of the major cruise companies having their primary headquarters based overseas to avoid the US regulations and pay little to no federal tax (Becker 2020).  


















Carnival Corporation & PLC dealing with Coronavirus. 

Cruising has become one of the fastest growing sectors within the travel industry as around twenty-six point seven million people have decided to go on a cruise and twenty-eight point five people have decided to go on a cruise in just 2018 (Moussalli and Tsekoura 2020).
With Coronavirus spreading drastically at the start of 2020 many organisations had to take precautions to ensure the safety of their staff and customers is on first place which means that some cruises have been postponed, cancelled, some stranded or even had to go through quarantine whilst onboard as certain docks wont allow them to dock (Matousek 2020). 

Carnival has taken precautions to ensure its passengers and employees safety as said on Business Insider by a Carnival representative “Protecting the health and safety of our guests and crew is our top priority”, therefore in February 2020 Carnival has announced that any of the guests that may have been in China, Hong Kong or Macau within two week before their cruise are not allowed to board on to the cruise ship, also introducing more detailed screening, prevention and control measures for the ships, crew members and guests to ensure a high level of safety (Matousek 2020). It's important for Carnival to ensure their staff safety but also make sure they feel safe and secure to help motivate the staff and remain calm, as shown on Abraham Maslow’s hierarchy of needs after the physiological needs comes security therefore safety, employment and assets (Human Resources Management 2020).  Considering Maslow’s hierarchy of needs Carnival has decided that even 450 jobs could potentially be cut within just the UK headquarters where 1600 members of staff work currently and the staff that are able to keep their jobs are having a twenty percent pay cut until November which shows that the company is no longer providing the safety and security for their staff that they did for the staff that where based on board of the cruise ships, which in the long run could cause problems as staff will no longer want to work for Carnival or return to work when it is safe to do so (BBC 2020). Carnival has also announced to be cutting even 820 jobs in Florida as well as putting 537 staff on furlough out of 3000 but have not stated for how long (Selig 2020). 
Another reason to why Carnival cutting jobs and reducing pay rather than placing employees on furlough may have a negative effect in the long run is due to the behavioural management theory which states that management looking to improve employees conditions and looking at satisfaction has given a positive effect and increased productivity, whereas with staff just being fired or having pay cuts it will cause the opposite effect (Kadian-Baumeyer 2020). Carnival is also not only cutting the pay by twenty per cent for the staff staying with the company but also the chief executives pay, Arnold Donald by even half this year along with some other executives which will have their pay cut by a quarter yet the company is still not releasing any information on the duration of redundancies or anything about furloughs (Jolly 2020). By cutting employees wages or firing employees Carnival is going against the systems management theory, which suggests that a business is similar to a human body in which there are specific parts that the body can’t work without, similarly a business can’t work without employees, within the theory its also stated that the employees are the most important part therefore by just firing people or cutting wages the employees will not want to come back and work for Carnival (CFI 2020). This also goes against Maslow’s theory of needs. 

With the virus progressing Carnival Corporation had to make the decision of suspending the Princess Cruises line in March due to two of their ships becoming a hotspot of the virus spreading. It has been decided that eighteen Princess Cruises will stop sailing for a minimum of two months (O'Kane 2020). Carnival has stated that they will offer cash refunds or credit for a future cruise containing a generous benefit to any customers affected by the suspension of the Princess Cruises (O'Kane 2020). Also in March Carnival has announced that they will carry on working closely with health professionals and ports that they intend to dock on with now restrictions being placed upon any guest or crew member that may have visited any restricted areas within fourteen days (Moussalli and Tsekoura 2020). With time Carnival has also started to change and re-evaluate the company’s cancellation policies due to the virus meaning that guests can cancel their holiday up until seventy two hours before the cruise begins and will receive a future cruise credit which will be for 100% of cancellation fee if the date of departure is April third or earlier, another option being cancelling by March thirty first the customers would receive a future cruise credit for 100% cancellation fee and finally the last made change in the policy is that the final payment due will be sixty days before sailing rather than nineteen days if the date of departure is between June first and June the thirtieth (Leposa 2020). To do such a change in the policy Carnival must have evaluated if the changes will impact the company in the long run and if the impact will be a negative one as following the systems theory, one change may affect multiple areas creating a big problem even if it was a small change, but companies overall need to adapt to the environment and constant change which Carnival must have also done due to the Coronavirus to ensure that the company is evolving with the environment and overcoming any problems (Keep 2020).

Another way in which Carnival was trying to evolve, adapt and give back to the society due to the current situation of the pandemic and make a small change that may influence the company on a large scale later on, as part of the systems theory, was by helping to release the pressure on hospitals on land by offering to make their cruise ships into temporary hospitals for non-Covid-19 patients that way hospitals on land would be able to have more room to care for those with Coronavirus (Carnival Corporation & PLC 2020). These ships are able to turn into hospitals with 1000 rooms to treat patients and provide care for those with cardiac, respiratory, or oxygen needs with the rooms also providing bathrooms, private balconies, the availability to have fresh air sun but also in case of an emergency there’s capabilities of isolation (Carnival Corporation & PLC 2020). The president of America was looking at which areas would need the cruise ships transformed into hospitals the most and the area’s named where New York, Los Angeles and San Francisco due to space shortages in the on land hospitals at those destinations (Nielsen 2020). Although this seemed like a good idea and allowed Carnival to evolve with the current situation going on, some medical experts did not think this idea will work as the rooms seemed too small, need to go under drastic change to suit the machinery that may be used for some patients and even without the Covid-19 patients being there the cruise ship would still need to be set out to make sure that infection control is handle and in place appropriately due to other illnesses or more vulnerable patients (Nielsen 2020).

The pandemic has been a very difficult time for cruise ship operators which in most cases haven’t received any government funds or support but also had to come to a complete stop due to travel restrictions and safety issues therefore the operators had to raise money to secure their businesses from going into administration or save themselves from shutting down (Paramasivam 2020).  Carnival has had to also make sure to have enough money to keep the company running in these challenging times by planning on raising money by a bond offering (Paramasivam 2020). So far Carnival has raised ten billion dollars by a variety of financial transactions since the cruises have been stopped for the time being, which will help the company remain for another year in which no revenue will be made. Also, there is a plan for Carnival to make a further $1.26 billion to support the company (Paramasivam 2020). 

Even with Carnival raising money and planning on raising more with the pandemic still happening, some travel restrictions and people being scared of traveling due to the virus still being around with no cure Carnival has made some loses (Topham 2020). Overall, within three months Carnival has made a loss of $4.4 billion due to having stop the cruises. Carnival has even had crew stranded as the cruise ships where unable to dock due to government restrictions, but it was planned to get everyone home by the end of June (Topham 2020). Along with that Carnival has also got to think about the ship expenses now that they are on pause along with administration together those could add up to $250 million per month (Golden 2020).
With all the losses due to the virus Carnival is still hoping to have some business running again towards the end of summer but so far the company has been pushed to selling even six of their cruise ships to build up some money and keep going on throughout the pandemic until everything goes back to normal (Topham 2020).

Also now that almost the entire cruise industry has come to a stop cruise lines have got to find a place to keep their ships to keep them secure from anyone trying to break in or from the weather as storms may leave the ships damaged as well as making sure that ships that are not docked up are able to move and follow any environmental, safety or other regulations as they can end up with a penalty like Carnival in 2016 receiving a $40 million fine on top of a five year probation after criminal pollution conviction (Golden 2020). Overall there isn’t enough room at ports to dock the cruise ships as a single cruise ship can carry even 8880 passengers and crew at once, therefore some ships have had to stop out in the sea with occasional trips to the docks to re fuel and gather provisions. For example, a group of about fifteen ships was seen together from companies such as Carnival Cruise Line, Royal Caribbean and Celebrity Cruises just docked near the Bahamas as there is lack of room (Golden 2020) Finding somewhere to dock is not the only problem for the cruise lines as these giant cruise ships cant just be turned off and left behind until everything settles back to normal as this can cost even more due to parts breaking or systems damaging due to standstill, therefore the companies had to have skeleton staff to maintain the ships to their highest standards (Golden 2020).  The skeleton staff on each cruise ship will also differ depending on if the ship is warm layup or cold layup. So, if the ship is left on and running rather than docked up it goes through a warm layup, therefore it will need more staff to upkeep it. The skeleton staff in this case is called safe manning team in which there is around 120 members of staff on the ship, within Carnivals staff there would be staff to drive and navigate the ship, team of engineers, medical team to ensure other staff member’s safety especially with the pandemic, security, housekeeping staff as even simple flushing the toilet in rooms will prevent from plumbing issues which can be caused from pipes rusting if not used and many other small and large factors that can be costly if not looked at by the skeleton staff and lastly kitchen staff to ensure the whole team is able to eat throughout this time. Moving on to cold layups which means the cruise ship is most likely docked up and turned off therefore it requires fewer skeleton staff on board. It will require around 40 staff members such as bridge team, engine room staff, fire wardens and hospitality staff. Although cold layups require less staff on board it means more work to be done to bring the cruise ship back to normal again for the guests, consuming precious time and money as its also more expensive as every part of the ship will require to be inspected and many more procedures done meaning it could take between weeks and even months to bring the ship back to be used again in which time guests could have already been on a cruise and the company making money again, but as the pandemic is still happening it’s becoming more likely that Carnival will follow Royal Caribbean’s footsteps and set more ships into cold layups (Golden 2020). Even though its more efficient to have a warm layup its mainly beneficial for about six months, after that period the ships may loose some certifications which allow the cruise ships to sail but also its better to put the ship into a cold layup as its unknown how long the pandemic and restrictions may last (Golden 2020). Therefore, the cruise lines will have to follow the system theory before making the decision on how to store their cruise ships as each decision even small could have a large impact in the long run.





Conclusion 

To summer up, Carnival Corporation & PLC throughout the pandemic have tried to ensure all staff and guests safety by taking the correct precautions and not allowing anyone to board if they have visited China, Hong Kong or Macau within two weeks prior to their departure along with detailed screening (Matousek 2020). Later on, these rules have been changed and no staff or passengers are allowed to board if they have visited any of the restricted areas within fourteen days (Moussalli and Tsekoura 2020). To manage the company’s savings Carnival has then decided to cut 450 jobs in the UK base (BBC 2020), 820 in Florida, reduce remaining staffs pay by twenty percent till November and has not released any information on how long furlough may last (Selig 2020). Therefore, not ensuring their staff with safety need as said on Maslow’s hierarchy of needs when it comes to work stability. Princess cruise line then becomes a hotspot of Covid-19 meaning that eighteen cruise ships of the Princess cruise line have been suspended to avoid more outbreaks on ships, Carnival ensures that guests who have been affected by the suspension of the cruises will receive generous benefits (O'Kane 2020). Due to further travel restrictions coming in Carnival has changed their cancellation policy to try and make it easier for their guests due to the challenging times (Leposa 2020). Carnival has also offered some of their ships to be transformed in to floating hospitals for patients that don’t have Covid-19 to help release the pressure on land hospitals and help to create more room for patients with Covid-19 (Carnival Corporation & PLC 2020), although Donal Trump seemed fond of the idea experts didn’t think it would work due to the room sizes (Nielsen 2020). The idea of some of the ships being turned into hospitals would also have helped Carnival to maintain their ship’s in warm layup. Throughout the pandemic many cruise lines have not received any financial support from the government (Paramasivam 2020), therefore Carnival has managed to raise ten billion dollars through transactions and plans on raising a further $1.26 billion to support itself (Paramasivam 2020).  Although Carnival is doing its best to save money, they still managed to make a loss of $4.4 billion within three months (Topham 2020) along with more expense’s coming with even $250 million a month (Golden 2020). More problems have occurred for Carnival throughout the pandemic as there is not enough room for cruise ships at docks therefore some of the ships had to sail out with skeleton staff and for Carnival to make the decision on if the ships will remain warm layup or go into cold layup following the system theory where the smallest of changes could impact the company massively in the long run (Golden 2020). 

To conclude, Carnival has managed well at the start of the pandemic maintaining precautions to ensure everyone’s safety but as the pandemic developed and restrictions came in place everything did not seem to go as well. Firing staff, not communicating well about furlough and overall, not giving their staff the support needed may have a negative effect on the company in the long run. The Covid-19 hotspot on one of their cruise ships also does not help to advertise the company very well along with the financial problems starting up pushing the company to even sell six of their ships. Therefore, it is clear that the company is not managing very well anymore and with the continued travel restrictions and the pandemic still around Carnival and many other cruise operators may develop more problems and struggle financially making their return even harder. 
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