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[bookmark: _Toc67609512]Introduction
At the outbreaking of the Covid-19 pandemic, every sector has affected adversely, and especially in the business sector, this pandemic worked like a curse. Like every industry, the hotel and tourism industry has faced huge loss as a result of this and many of the hotel business had to be closed down and some of are about to close because of imposing lockdown (Ivan, 2020). Here, a scenario is given about Harriot hotel which faced huge losses in the year 2020. A cost-cutting strategy to cope up with the loss will be given throughout the essay with proper justifications in every case.
[bookmark: _Toc67609513]Cost Cutting Strategy of Harriot Hotel with proper justifications:
[bookmark: _Toc67609514]Case Study Analysis
Harriot hotel which was a key player in the market has expanded its business in America, Europe, Asia & Africa and always tries to expand in newer areas. This global player has faced a greater loss due to the Covid-19 pandemic. The CEO of the company said that 2020 is the worst year for them. Even after that loss, they are going to expand their operations in China as restrictions less in China than in any other country at now. To do that and to recover losses, they are planning to grab cost-cutting and maintaining strategy which is described below with proper justifications.
[bookmark: _Toc67609515]Covid-19 and Hotel Business
Worldwide, no country or sector is untouched or unaffected due to the coronavirus. Still in that situation, some businesses flourished because of switching to online windows. However, as people became health conscious and faced different health issues, they remain negligent about outside food and doubtful about the sanitization process of outside place which inturns made the hotel business crippled (KILIÇ, ASLAN and GÖVCE, 2020). The occupancy rate of different countries’ hotel business is given below: 

Figure-01: Decreasing rate of Occupancy in 2020 (Denton and Sandstrom, 2020)
Within a year, the occupancy rate in the hotel business has lowered to a greater extent because of no demand in the hotel sector and this is about 0 for Itali which shows an alarming condition of this sector in that country. 
[bookmark: _Toc67609516]Ways to Enhance Productivity and facilitate Expansion Strategy
Harriot can take many strategies to recover their losses and to regain their market. To get a leading position in the market, there are some dos And dons in this pandemic time. 

Figure-2: Probable Dos to increase the productivity of Hotel Business (Romashko, 2021)
Management of Harriot hotel can layoff some of its employees so that employee wages can be saved. Besides, it must review all its investment plans as it faced huge financial losses. And what is most needed at this point is having backup plans so that huge burdens or losses can be ignored (Nicole, 2021). However, sector-wise cost reduction strategy is given below in detail. 
[bookmark: _Toc67609517]Cost Modification to Recover Losses
In a business, overestimation in cost makes profit smaller and in case of any failure in business, the cost must be reduced to gain equilibrium. Total cost is composed of variable cost & fixed-cost and in the hotel business of Harriot, both of these costs are there.

Figure-3: Composition of Total Costs (Fan, Guenther and Wu, 2020)
Fixed Costs: Fixed costs is the cost having no association with production volume and remain the same for a longer time. So, fixed cost is fixed for a certain period and have no impact on production volume. It is calculated weekly, monthly and yearly basis and fixed for a specific time regardless of the size of the production.
Variable Costs: Variable costs are costs associated with the number of services produced and increased with the increasing production volumes. There is a perfect positive relationship between variable costs and production volume (Vandeveer and Langemeier, 2018). 
In Harriot Hotel, both fixed and variable costs are incurred and the amount of cost must be modified to implement a cost-cutting strategy. 
	Item
	Value
	As a percentage of revenue
	Proposed value
	As a percentage of revenue
	Costs Type

	Revenue
	60000
	100%
	
	
	

	Employee Wages
	15000
	25%
	9000
	15%
	Fixed

	Advertising Costs
	7000
	12%
	3000
	5%
	Fixed

	Interest on loans
	10000
	17%
	6000
	10%
	Fixed

	Housekeeping and Cleaning cost
	5000
	8.3%
	9000
	15%
	Variable

	Customer Discounts
	8000
	13.3%
	9000
	15%
	Variable

	Stationaries used in front desk & restaurants
	3000
	5%
	3600
	6%
	Variable



Revenue is considered as 100% and all costs are considering as a percentage of revenue to show the markup amount. In the case of the projected values, about 80% of revenue will be spent as costs and in the case of the proposed case, the total costs are about 66% which are far less than the projected amount. In the first case, markup is only 20% and in the second case, it is 34%.
So, it will be a greater cost-cutting situation if Harriot hotel grabs the projected estimation of costs. Proper justification of the changes in cot amount will be described below: 
Employee Wages: Employee wages are fixed regardless of the production volume paid generally on monthly basis and the company must pay this to the employee even in the case of facing loss. However, employee wages were ¼ of the revenue income which was too huge to maintain at this crisis time. Besides, as services are mostly online-based now it is not important to employ a huge number of employees than before. Though it is not good for the goodwill of the hotel, employee layoff is necessary which in turn will facilitate this hotel to save huge funds(Xi Chen and Bertrand M. Koebel, 2017).  There is another justification to layoff employees and that is the contraction of the service line because of the Covid-19 Pandemic. 
Advertising Costs: Advertising cost is provided to certain agencies based on a, predetermined contract. It can be both variable and fixed. The reason behind this is that sometimes the predetermined cost is given for a fixed period of the contract and contracted to provide ads for a certain time. And sometimes various other contracts or other arrangement is taken. That's why it is fallen both on fixed and variable nature. now, because of the covid-19 pandemic is not reasonable for Harriot hotel to keep the arrangement of tv ads and must switch to onliner-based advertising. This will facilitate Harriotin in two ways. Firstly online ads and boosting through social media is far cheaper than the agency arrangement(Chang, 2017). So, it will save funds. Secondly, as people become used to shop through online, it will facilitate retaining the user base. 
Interest on loans: Based on the loan contract, interest is paid and it is paid regularly at a fixed amount which is called installment and it is divided into the whole loan period(Krimsky, 2017). Here, for Harriot hotel, loan interest consumed 17% of the total revenue which an unfortunate thing for the hotel especially in this year of losses. Now, it is recommended for the Hotel to lessen its operation size and pay off the loan amount with interest as early as possible to reduce the burden as proposed to have at best 10% interest expenses. It is still high but needed for the expansion of the operation in China. 
Housekeeping and Cleaning cost: Housekeeping and cleaning cost includes wages of employees and many ingredients needed to clean. Besides, this cost varies with the people taking service as when a room is serviced to someone it is necessary to keep the room clean and special consideration should be provided. So, this variable cost is related to cleanliness and Sanitisation which is a crucial thing at this time of the pandemic. Now, people become conscious about whether hygiene is maintained or not where they want to go. So, for this, it is recommended frHarripot Hotel increase their budget at this, from 8.3% to 15% which is about double. This increased budget will facilitate Harriot hotel by attracting users' minds and increasing goodwill. 
Customer Discount: As customer discounts vary from time to time, even with the number of service users is a variable cost. At this pandemic time, people became reluctant to go outside and spends on traveling. This demand reduction hampered the hotel industry. Harriott hotel must increase the discount amount and provide various offers to attract customers to hold a leading position(Brown and Avila, 2019). To do this, it is recommended to increase 13% to 15% and it is expected that it will help Harriot to survive and win the Chinese market. 
Stationaries used in front desk & restaurants: Stationaries needed in the hotel depending on the service user's number. so, it is a variable-cost and this cost must be increased to provide extra protection to all users. This covid-19 pandemic brings the need for hand sanitizers and masks almost all the time in a day. Harriot hotel must include these things as their stationery items and for that their budget. However, as their users are not that much higher right now, it is recommended to increase this budget slightly by 5%-6% which might be budgeted higher after getting huge service users. 
In this way, by changing cost structure, cost-cutting strategy can be gained and 14.1% more markup can be gained in a month. Besides, by considering these things, Harriot will be able to catch people’s attention in the hygiene and sanitization process which will facilitate them to get more service users. 
[bookmark: _Toc67609518]Conclusion
Harriot hotel, a key global player, expands its business to china recently even after facing a huge loss in 2020. and for that, a cost cutting strategy is given here to facilitate this hotel to continue its expansion strategy whichis needed formany hotelbusiness to survive now (Ranganathan, 2021). Here, discussions have given with the list in which case expenditures must be increasssed and in which cassse expense must be decreased with proper justification. It is expected that Harriot hotel will able to recover losses and lead market.  
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Closing Down of Unpopulated Area of Business


Cutting salaries and reducing office Hours


Reviewing Investment Plan


Keeping Backup plan 



Fixed Cost


Variable Cost
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