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Harriot Hotels Expenditure during COVID-19
This essay discusses the expenditure changes that Harriot Hotels UK should undertake to maintain a leading position in the market, amidst a pandemic that has considerably reduced business. The current and proposed expenses are provided in the conclusion section.
Unchanged expenses
First, this paper recommends that interest on loans, a fixed cost, should remain unchanged. While there is an option of renegotiating with the banks to have the interest on the loan reduced and consequently, paid over a longer period, the process will take time and might only serve to reduce the confidence of these banks in the ability of the hotel to finance its loan. Reduced confidence of financiers of a business has a negative impact on a business (Cipollone and Giordani, 2019), particularly, one that is struggling with sales, as is the case currently. Besides, it is unclear when the current pandemic will end and thus, to renegotiate the loan terms with a view of extending the payment period without knowing how the continued presence of the pandemic might change the hotel services industry landscape would be a poor financial strategy. While individuals are receiving vaccinations, a third wave of the pandemic has been on the rise and has caused severe restrictions in the UK (BBC News, 2021; Brown, 2021). Accordingly, since the hotel can service the loan currently, taking up 17% of its projected revenue, the loan terms should not be renegotiated. Should the revenue, however, reduce in the coming financial year and the loan takes up over 25% of the company revenue, renegotiations of the loan terms should be undertaken to help keep the operations of the hotel running while the loan is paid in lesser amounts over a longer period.
Second, housekeeping and cleaning supplies, a variable cost, should also remain unchanged. The cleanliness quality and standards of hotels are critical aspects that dictate the satisfaction levels of customers (Li et al., 2020). Reducing the amount allocated for housekeeping and cleaning would translate to a lower standard of cleanliness and housekeeping. On the other hand, it does not make sense to increase these segment’s funds because the number of rooms has not increased. Accordingly, the amount allocated for housekeeping and cleaning supplies should remain at 8.3% of the hotel’s projected revenue.
Expenses to eliminate
In a highly digital age, where consumers obtain huge amounts of information every day through the use of technological devices, it does not make business sense to spend 3,000 £m on front-desk and restaurant stationery, a variable cost. Younger generations that are comfortable with the use of technology to access information are growing with the eldest in the millennial group now in the early 40s. This is the same group with a drive for adventure and a high disposable income that is spent on various luxuries including frequent holidaying. Additionally, the UK is the most technologically savvy nation in Europe (Riaz, 2020), meaning that almost everyone can readily access the internet. Accordingly, Harriot Hotels should do away with stationery at its front desk and restaurants. Instead, the company should develop an elaborate intra-network that its customers sign into and can view all kinds of information in digital format. Transmitting information digitally will eliminate the hotel’s stationery expenses without undermining the consumer experience. Moreover, the delivery of information from a single platform provides the company with the ability to develop content that can further promote the hotel in a way that engages all its clientele groups, including children and teenagers whose information preferences and interests are not in the paper-based front desk and restaurant stationery. Accordingly, this budget of 3,000 £m, which is 5% of the revenue, will be eliminated.
Expenses to decrease
The COVID-19 pandemic has resulted in numerous changes in worker employment structures in the hotel industry, with hotels such as Hilton and Marriot, furloughing their workers (Fox, 2020). Accordingly, the impact of the pandemic is an appreciated fact, even by workers who can observe the significant reduction in the number of customers. 
Numerous strategies can be employed to reduce the variable expense incurred to keep employees when there are business slowdowns. The common strategy that businesses resort to is worker layoffs, where a large group of workers is sent off without any certainty of being taken back (Collins, Fleischman and Sanchez, 2018). The second is making a hiring freeze, where hiring is stopped (Reardon et al., 2017). The third is reducing any fringe benefits as well as freezing annual bonuses and promotions (Cohee, 2019). The others are reducing work hours and having employee furloughs, where workers receive a temporary but mandatory leave from work and their benefits could remain unaffected (Huffman et al., 2021). 
Given these strategies, Harriot Hotels’ first strategy will be to create employee furloughs for 80% of the workforce, whose week hours will be reduced to 32 hours from 40, hence reducing the salary expenditure by 16%. The unaffected workers are those in critical positions and offices such as the management, heads of departments such as the chief chef, and so forth. Secondly, all temporary and on-contract workers will be laid off. As these are only a few, their impact will only amount to a 2% reduction. The hotel will also stop any annual bonuses and financial reward-based promotions. This will have a 5% reduction impact on employee expenditure, therefore, resulting in a total reduction of 23%. These changes will see the employee expenditure drop from 15,000 £m to £11,550 £m.
Customer discounts, a variable cost, is one of the ways that businesses employ to draw purchases of their products and services. Discounts are informed by numerous factors. First, discounts are caused by seasons such as the New Year when consumer purchases significantly increase, which pushes the prices of products down as businesses seek to attract ready buyers and can accommodate these discounts because of the large volume of purchases. In the hotel industry, a spike in demand increases hotel prices (Baek, Sim and Lee, 2019). Secondly, discounts are a result of competition among businesses, where firms seek to gain a market share by having competitive prices when compared to rival firms (Baek, Sim and Lee, 2019).  Since Harriot Hotels has a leading position in the market and therefore, a loyal base of clientele, it should direct consumer discounts to festive seasons such as the Easter period and summer events, when demand increases. In the other months, the hotel should reduce its discount offers by 50%. Accordingly, customer discounts should be reduced and 70% of this amount be mainly used in festive periods to establish competitive prices against those of rivals, whose prices spike in this period. The report recommends a decrease in customer discount expenses from 8,000 £m to 5,000 £m.
Expenses to increase
Advertising, a variable cost, is an important strategy of marketing and increases the sales of a product. In the hotel industry, especially, marketing is a major way of ensuring a consistent flow of clientele because in most cases, customers seek different hotel experiences and are unlikely to keep visiting the same hotel over and over. Accordingly, advertising is very critical in the hotel industry. In the current COVID-19 pandemic, the consumer reach through advertisements has significantly changed. For instance, with lockdown and a majority of people working from home, TV viewership has considerably increased (Li and Hall, 2020). Accordingly, there has been a shift from, for instance, online ads advertisement to TV ads. Such changes in how consumers can be reached have changed advertisement budgets, where a firm could either spend more or less depending on the ad channels it pays for. In the case of Harriot Hotels, the company advertisement cost of 7,000 £m should be increased by 15% to 8,050 £m to help intensify the company’s advertisement and flow of customers. This increment will help take care of increased ad expenditure of channels that most customers can now be reached through, such as TV.
In conclusion, Harriot Hotels should:
1. Continue paying the :
· 10,000 £m interest on loans.
· 5,000 £m housekeeping and cleaning supplies expense.
2. Eliminate the:
· 3,000 £m expenditure on front-desk and restaurant stationery by delivering this content digitally and creatively through the hotel intra-network. The hotel already has this intra-network and digital versions of the stationery exist.
3. Decrease the:
· 15,000 £m employee wages expenditure by 23% to £11,550 £m through 32-hour weeks for 80% of the workforce (16% reduction), layoffs of temporary and on-contract workers (2% reduction) and a freeze of bonuses and financial reward-based bonuses (5% reduction).
· 8,000 £m customer discounts expense by 37.5% to 5,000 £m by concentrating 70% these discounts on festive periods such as Easter and summer events, while the rest are distributed across the low demand periods.
4. Increase the:
· 7,000 £m advertisement cost to 8,050 £m to help increase the flow of customers to the hotel and accommodate a change in advertisement channels.
The new total expense will be 39,600 £m, which is a 17.5% reduction in total expenses.
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