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Harriot Hotel Cost Cutting Strategy
Following Covid 19 crisis, the hotel and tourism industry has highly been impacted globally (Vanstekelenburg et al, 2020). Harriot hotel held on and planned to continue with its expansion to areas where the restrictions were eased earlier like in china.  Such involved adding more hotel rooms in its mainland hotel to compensate for the loss being incurred in areas where the Covid 19 restrictions are still tight like in Europe and America. However, expansion strategy is not just enough for the hotel during this hard times. As a result, the business has introduced another strategy; cost reduction strategy, to reduce the projected losses for the year 2021. This paper will analyze the different costs incurred by the Harriot hotel, stating their classes and how they should be treated in the effort to reduce the projected losses for 2021.
Hotel costs
Harriot hotel has been incurring different costs both variable and fixed in their operations.  Each cost has been stated as a percentage of the sales and they include; employee wages. Advertisement, loan interest, housekeeping and cleaning supplies, customer discounts, and stationary cost.
Which cost should be increased, decreased or eliminated and why
The costs which should be reduced include the employee wages. The hotel is spending 15,000 to pay its employees which scoops 25% of the revenue generated. Employee wages is a fixed cost since the employee must be paid whether the hotel had guest or not. As a result, the cost does not change with sales or revenue volume. For example, front desk clerks, maintenance staff, back office operations and cooks among others should be paid in order to accept guests each night. Such is done regardless of the knowledge if the hotel will receive guest or not. The hotel should take advantage of economy of scale, since its fixed costs must be incurred to be ready to receive even a single guest. With the reduction of hotel room occupancy, few employees are required at the reception desk and other hotel departments. Consequently, the hotel will take measures which would reduce the associated cost like reducing the number of employees, changing the employment terms from fixed to contracts or casual, training employees on different skills, and giving unpaid leave among others. As much as the employees are required in the hotel, it can be planned such that, only the needed labor is availed at the right time. Hourly labor for example can highly increase the hotel profit especially if one is matching labor to demand and using the staff efficiently (Setup My Hotel, 2020).  
Customer discounts represent a variable cost since it would vary with occupancy.  Harriot incurs a cost of 8,000 which is 13.3% of the revenue, an amount which will be slightly reduced.  The hotel would spend more money on discounts when the bookings or occupancy is high. This cost should be maintained to retain clients. Considering the impact of Covid 19, on the hotel industry, many hotels are competing for the few guests who are willing to spend in hotels.  Consequently, the customers have a wide choice to select from and discounts could be the thing to pull more guests into the hotel.  Consequently, it should not be waved away, but slightly reduced to attract guest. The hotel should deploy strict and efficient control measures to monitor the cost and ensure it balances with the demand or occupancy (Lund, 2020).
Stationary cost is the expense incurred to purchase stationaries used in the front desk and restaurant. The hotel incurs a cost of 3,000 which is 5% and is expected to reduce. This is a variable cost since it would vary with occupancy or volume of sales. The hotel should work to reduce the cost through minimizing wastage and misuse of the inventory.  Tight measures to monitor its usage should be in place to match the demand with the cost (Lund, 2020).
Cost of capital or loan interest amounts to 10,000 which is 17% of the revenue and is expected to remain the same as long as the hotel has the debt. The cost of capital for any hotel business is usually high and so is for Harriot hotel (Hoare, 2015).  This is a fixed cost since it does not vary with the volume of sales.  Basically, every night, the hotel has to part with the revenue of several rooms to cover for the debt cost. However, the hotel has no duty or right to set or reduce the interest rates of the loan, but they can negotiate with the bank to extent the payment period so that the debt cost can spread for a longer period.
Housekeeping and cleaning supplies cost is a variable cost since it varies with the volume of sales. Harriot hotel incurs 5,000 equivalents to 8.3% of hotel revenues and can be reduced.  Such cost includes guest room amenities like soap, refills, minibar drinks among others. If a room is not occupied for that night, then the supply is not used and can be sold in the next day.  Also, the cleaning supplies like the ones used in the laundry for the linen cleaning, and detergents for cleaning the rooms can be retained if the hotel occupancy is low. Since there is a reduction of occupancy following the Covid 19 crisis, the housekeeping and cleaning supplies is expected to go down at the same rate.  It is critical to keep operating expenses under control for a successful control of the hotel costs.  The supplies should therefore be controlled keenly to avoid wasteful practices which deplete profit margins and threaten the hotel financial health. To achieve such, the cost should be aligned with demand or occupancy. As a result, the business would balance efficiency with guest experience, and ta the same time, provide the level of services expected by the guest without having an idle stock or excess inventory (Lund, 2020).
Advertisement cost is a variable cost and the hotel incurs 7,000 computed to 12% of the hotel revenue. Following the Covid 19 crisis and reduction of business in the hotel industry, the hotels need to advertise its products more and more to attract clients (Vanstekelenburg et al, 2020). Notably, when occupancy is low, the hotel will spend more on marketing and advertisement than when the occupancy is high.  Consequently, this cost is expected to increase so as to source for more clients. However, the channels used should be monitored to remain cost effective while at the same time bring in the desired results. The hotel will work on optimizing the advertising cost through installation of Facebook pixel and an analytic code like google analytic to track performance from conversations and click. Such is because, when well integrated with the hotel system, the management will have a full view of their efforts and will be able to know which area to concentrate on.  Further, they will be able leverage powerful tactics like retargeting and remarketing campaigns (Darios, 2020).
Cost Variable or Fixed
Fixed cost is the hotel expenses that remain constant or the same despite the changes in volume of sales (Landman, 2020). In the case of Harriot hotel, fixed costs include; employee wages, and loan interest. However, such does not mean that they are static, but means that any changes on such costs indirectly relate to the volume of sales.
Variable cost on the other hand, is the hotel expenses which fluctuate in relation to the volume of goods and services sold. As the hotel occupancy increases, variable costs increase and as the hotel occupancy decrease, variable cost decrease (Lund, 2020).  In the case of Harriot hotel, the variable costs include housekeeping and cleaning supplies, customer discounts, stationaries for front desk and restaurant, and advertisement.
Conclusion
As the hotel management works to reduce the operating costs, its main focus will remain on customer expectations and satisfaction in order to remain on the lead. Harriot hotel has grown fast due to its expansion strategy in the past until the strike of Covid 19 and its restrictions which highly impacted the hotel industry. Despite all that, the hotel decided to add extra rooms in china hotel because the Covid 19 restrictions were eased earlier than other areas like Europe and America.  Currently, the struggle is on and the business is still incurring losses. As a result, it has introduced the cost cutting strategy which will enable it to reduce on the losses projected for 2021.  The operating costs as listed by the company vary and some will be reduced, others increased while some may not change. Among the costs which are expected to reduce include the employee cost which takes 25% of the revenues, stationary costs for the restaurants and front desk, housekeeping and cleaning supplies and customer discounts which are expected to match with demand. The hotel will ensure strict measures are in place to control the usage of such inventories and avoid wastage. Advertisement will be critical during this time, and is expected to rise due to low occupancy. The hotel will keep the cost steady through employing effective ways of marketing and advertisement to get desired results. Additionally, sufficient planning and execution will help in reduction of the costs without sacrificing the hotel services.
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