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[bookmark: _Toc67562197]Introduction 
The report has been prepared to formulate expansion policy that is to be undertaken by a hotel organisation operating in multiple countries. The management of the organisation has not only planned to raise funds for the expansion in the new Asian countries but also has approached to cut the cost for the rest of the branches which would enable them to accomplish the goals of expansion. The plan for infrastructural development has involved the increment in the number of rooms. The report has been consisting elements of the cost that have been deducted from the part of the revenue. The analysis has been done on the PER model which discusses the topic, evaluation and the recommendation of each element. There should be increase or decrease in each kind of expense so that balance of revenue application can be well maintained (Strauss et. al. 2018). The report has been prepared to augment the efficiency of the Harriot hotel. The adverse impact has to be recovered from the cost cutting strategy. 










Organisational Brief

The report has been discussing the hospitality industry case being affected by the Covid pandemic. Harriot Hotels has been entrusted by John D. Brockville. It has been carrying out successful operations in the Europe, Asia, Africa and America. The organization has already conducted diversification in the place by opting for loans from various banks and financial institutions. The senior management has been considering the year of pandemic of maximum loss and hence the following implications have been done to reduce the cost in each financial segment (Sharma et. al. 2021). The projected breakdown of the cost has been divided to segments that have been evaluated below.











Task 1
[bookmark: _Toc67562198]Analyse the following costs should be increased, decreased or eliminated in order to maintain their market leading position. Give differentiation of the cost being fixed or variable. provide strong justifications for your decision
Management accounting policy of cost cutting has been implied. The approach for the same is PER method that evaluates point, explanation and establishment of the relation in context of revenue. The detailed explanation of each policy has been consider for the better results of the implementation (Smart et. al. 	2021).

Revenue: Revenue also refers to sales. In terms of hotel industry, the revenue generation is done by the rendering of basic hospitality services and by the sale of food supply or the beverages. Thus Harriot Hotel would also consider the sales of the consumables and the rendering of services to customers as the sole source of revenue. The revenue can be increased by a number of techniques. It has to be providing better customer services for the word to mouth publicity of the hotel. The online marketing of the hotel, ambience and the amenities provided by the organization would enhance sales (Kimes, 2018). High revenue means high profitability for the organization. This would rise in the retained earnings for the organization to further invest in the expansion of the organization. The current revenue for the Harriot Hotel is£ 60000 M. 
Wages: These refer to the amount paid to the workers of the organisation. It can be considered as the fixed cost for the organisation as the hotel industry is a labour intensive industry and would require paying its employees. The PER analysis for wages is: 







	Point
	Explanation 
	Relation

	Wages (Fixed in nature)
	Wages in Harriot are forming a high proportion in comparison to sales. Thus, this may form a part of the trading account and would also be acting as the extra expenses to the organisation.
	Sales percentage form 25 % which can be reduced by negotiating to the employees who would be given further benefits for getting a reduction in the salary for the current period. Hence, the decrement in the salary would be followed by provision of extra perks and amenities to the workers (Giannakopoulos et. al. 2019).  


Advertisement Cost: These are amount paid for the promotion of the brand name of any organization.









	Point
	Explanation 
	Relation

	Advertisement Cost (Variable in nature )
	This cost can be considered as the indirect cost to be deducted from the profits derived. This kind of expenses is related to marketing and hence this cost cannot be reduced at such peak point when hospitality industry has to get the boost after pandemic effect. High advertising would be lucrative to customers who are willing to travel and opt for safe accommodation in the hotels. Hence advertisement
 policies should be promoted (Kurbatskaya et. al. 2015).
	Senior Management should focus on the formation of policies and procedures that would be enhancing the increments in the sales. The current percent of the advertising is 12% which can be further raised for having a long run interest and engagement of the customers.













Interest on Loan 
	Point
	Explanation 
	Relation

	Interest on Loan (Fixed in nature)

	Harriot Hotels has experienced major expansion through the funding of loans which has been bringing the outcome as the interest on loan. The interest on loan is forming 17 % of revenue which is high proportion. Such fixed cost reduction is not possible as the banking agencies would not support the disruption of the systematised payment schedules. 
	It is recommended to the finance team to negotiate to the banks and financial institutions that are charging the interest to the organisation. The process might involve legal formalities from the senior management and the banking authorities. This might bring postponement of cost incurred to the financial institutions.











Housekeeping and cleaning expenses: These are the general and miscellaneous expenses which form a crucial part of hotel industry. Such expenses are variable in nature.
	Point
	Explanation 
	Relation

	Housekeeping and cleaning expenses 
	Hotel industry is essentially based on the high customer satisfaction in terms of hygiene and safety. The expenses incurred on housekeeping would involve the better services to customers. Thus, this establishes the direct link to the customer and hence the cost incurrence on such factors cannot be brought to reduction.
	The expense on the proportion of 
	Housekeeping and cleaning supplies should be raised for meeting the health and sanitation expectations of the customers due to the travel after covid pandemic. Henceforth, the percent should be increased from 8 to 15 %. 















Customer Discount: This refers to the freebies or the discount provided by the organisation to its customers. Hotel industry would be opting for higher discounts as the customers would be attracted with the lower pricing policy and the revenue generation will see a hike (Kim, 2019).
	Point
	Explanation 
	Relation

	Customer Discount
	Consumer discount should be considered as the deduction from the profits. Such deduction on the sales would be a cost leadership strategy for Harriot Hotels. The one time approach to customer would build long time customer loyalty. It is to be ensured by the maintenance of the quality by Harriot Hotels.
	The decision for providing discount has to be taken in accordance with the current industry rates and hence the finance teams should ensure to create the discount offers that does not keep hotel in loss even after providing discounts. Thus the percent of the expense need not be rising in the current situation.











Stationary used in the front Desk: Miscellaneous expenses are to be considered the indirect expenses that are to be carried out as the daily operations in each industry. 

	Point
	Explanation 
	Relation

	Stationery Used by the front desk (Fixed Expenses)
	Stationery and front desk expenses are to be incurred regardless of the revenue generation. These are sort of petty expenses that are to be followed in hotels for meeting the daily operational needs.


	Reduction in such expenses is not possible due to least possible amount being used already. Hence, either such cost can be maintained at the same level or minimised to best possible ways. 




Page 11 from 13


[bookmark: _Toc67562199]Conclusion: 
 The report has drawn number of inferences that would reflect the different behaviour of elements during cost cutting process. This would change the proportion of the sales implementation to the organisational expenses. The bifurcation of expenses to the fixed and variable nature has enabled us to understand that the reduction in the fixed expense is more difficult than the variable expenses. The cost which are directly associated with the revenue are to be either maintained or to be raised in order to boost revenue for Harriot Hotels. Expense on wages and salaries can be reduced by the negotiation from the employees or by application of layoff strategy in organisation. This would bring cost reduction by way of expelling some unwanted human staff. Interest on loan provision has also been forming large part of the sales and hence that can be negotiated to be paid later on. Advertisement costs that are to be promoted for the recognition of the brand name of the hotel are to be raised as per the need of the marketing teams. Hence, the report has covered the PER analysis for best possible recommendation of reduction in the cost by Harriot Hotels.
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