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[bookmark: _Toc67609742]Introduction
In the year 2020, covid-19 has spread throughout the world and it affected the whole business world to a greater extent. The hotel business has adversely affected as lockdown is imposed worldwide and people become stuck in the home for a longer time (Ivan, 2020). Here, a scenario is given about Harriot hotel which is a global key player and focused on the expansion of their operation. However, because of the pandemic, it has faced huge losses and to expand in China it must take a cost-cutting strategy. In this report, the cost-cutting strategy for Harriot hotel will be discussed throughout the report with proper justifications. 
[bookmark: _Toc67609743]Cost Cutting Strategy for Harriot Hotel to maintain Expansion Process
[bookmark: _Toc67609744]Scenario Analysis
Harriot hotel was established in 1941and it expanded the business to America, Europe, Asia, and many other regions. Because of covid-19, it faced greater loss and expanded to China immediately after removing lockdown in there. However, to recover their huge losses they are planning to implement a cost-cutting strategy. On the different side, expenditures must be increased to lead the market again and in some cases, the cost must be reduced. However, the overall cost must be reduced to recover their losses faced in 2020 which was the worst year for them. 
[bookmark: _Toc67609745]Impact of Covid-19 on Hotel Business
Covid-19 has affected business badly and in each type of business there are some sorts of impact of the covid-19 pandemic in the year 2020 and the world economy slowed down in this year (Ogbeide, 2020). Some businesses were switching to online mode after imposing lockdown others faced fewer losses. However, the hotel business is resident based and it can not be online-based. So, the suffering and losses of hoteliers are the beggar description(KILIÇ, ASLAN and GÖVCE, 2020). Harriot hotel is also faced such losses in the covid-19 situations and tried to implement a strategy to overcome these situations.
[bookmark: _Toc67609746]Probable Solutions to this issue
The hotel industry can implement different strategies to overcome their losses and to regain their growth rate in the world economy. The most common thing they can do is the seeking help from the government to recover huge financial losses. 

Figure-1:Probable Solutions for recovering Losses (Nicole, 2021)
As people become negligent to go outside and book a hotel for staying considering risks regarding spreading of viruses, it is important to make them believe about the hygiene management inside the hotel which may inspire them to do travel and stay in the hotel room. Besides, because of the uncertainties regarding the transformation of the viruses, keeping a backup plan is necessary and obvious for any hoteliers. However, avoiding bad investment and periodical tracking of the investment plan is necessary for reducing the risk of financial losses. And what is the most important fact is the closure of the unpopulated and loss project at this time to recover all losses(Romashko, 2021). 


[bookmark: _Toc67609747]Cost Cutting Strategy for Harriot Hotel
Regardless of the size and nature of the business, over expenditures causes markups to smaller, and sometimes it creates losses. Here are different types of costs based on different parameters and these costs must be estimated properly to ensure the markup line for a business. Mainly variable and fixed costs are composed of the total cost based on the time and regularity of the expenditures. However, some costs are semi variables and some are semi-fixed. 

Figure-2: Types of Costs(Vandeveer and Langemeier, 2018)
Fixed Costs: Fixed cost can be referred to as the cost that remains the same for a particular period and it is not the related relationship with the production volume of a business. These expenditures must be incurred even at the time when operations and production are not taken place (Xi Chen and Bertrand M. Koebel, 2017).
Variable Costs: Variable cost is the cost incurred regularly and associated with the production volume of a business. This cost is variable but fixed for per unit production.
Semi-Variable Costs: Semi variable cost is the cost having the characteristics of both fixed and variable cost. For example, a telephone bill is fixed per unit within a specified limit used. However, with the increasing use of the unit, the electricity bill will be increased(Fan, Guenther and Wu, 2020).
Harriot Hotel must be considerate about the nature of costs and must take steps to reduce some costs and increase some costs to win market and to lead the market again by overcoming the current leading position. The details describing the reasons to increase/decrease is given below:
	Item
	Costs Type
	Projected Value
	As a percentage of revenue
	Proposed values
	As a percentage of revenue

	Revenue
	
	60000
	100%
	
	

	Employee Wages
	Fixed
	15000
	25%
	7800
	13%

	Advertising Costs
	Semi-Fixed
	7000
	11.67%
	3600
	6%

	Interest on loans
	Fixed
	10000
	16.67%
	4200
	7%

	Housekeeping and Cleaning cost
	Variable
	5000
	8.3%
	7200
	12%

	Customer Discounts
	Variable
	8000
	13.3%
	9000
	15%

	Stationaries used in front desk 
	Variable
	3000
	5%
	4200
	7%

	TOTAL
	
	48000
	80%
	36000
	60%



Here, every expense is considered as a percentage of revenue and revenue is 100% considered more here. As per the projected cost estimation, the cost is about 80% of the total revenue and the markup is only 20%. And as per the proposed estimation, the cost is only 60% of total revenue which in turn increases the mark-up amount to 40%. However, proper justifications to new cost estimation are given below:
Advertising Cost: In this era, advertisement is an obvious thing to promote a business. However, it takes huge costs for a business and can be both fixed and variable costs. Tv ad is shown on the tv and billboards through agency and a particular contract is made by relevant parties (Chang, 2017). So, it is fixed in this case. However, sometimes renewal and more ad programs are addressed and in this case, it is variable. As Harriot hotel faced huge losses, it is recommended for them to contract and close down their unpopular area of business and must switch to the online advertisement process. It will not only saves costs but also help Harriot hotel to grab a huge customer base through online advertisement and social media boosting. It is recommended for Harriot hotel to estimate 6% of the revenue instead of 12%. 
Interest on Loans: When a loan is sanctioned; interest rates, interest amount, and the number of an installment are fixed (Krimsky, 2017). So, it is a fixed cost for a particular time. Here, about 17% of the revenue had to be paid for interest which is not good anyhow for this distress condition. It is recommended for Harriot hotel to pay all its current loans by closing its unpopular businesses. And for the UK business, it must do a loan contract in such a way so that it can able to keep the interest amount within 7% of the revenue to recover losses. 
Stationary Cost: Stationary cost is a variable cost and associated with the number of service users in the case of the hotel business. In this pandemic time, service users are not that much higher and this cost much is lower. However, because of Coronavirus, it is needed to be extra protective and it requires higher estimation on this side. Harriot must keep enough sanitization process, sanitizers, and masks for its service users which inturn facilitate it to attract customers by this arrangement. and for these arrangements, 7% of the total revenue must be estimated for stationery costs instead of 5%.
Employee wages: Employee wages must be paid on a monthly or weekly basis and they must be paid to employees even when there is no profit incurred (Lucas, 2020). So, it is a fixed cost and not related to the production volume. Here, in Harriot hotel, employees' wages took about 25% of the total revenue. As face-to-face interaction is less now, it is not good to estimate such funds for wages. So, Harriot hotel must go for laying off its employees and must keep a few employees needed for online interactions and 13% of the total revenue is recommended. 
Discounts: Discounts can be of many types such as offers, cashback offers, save money, and so on; and it varies from time to time depending on the users and other conditions (Hanks, Cross and Noland, 2020). So, it is a variable cost. As pandemic made the overall demand lower for hotelier business, it is important to provide moper discount offers to grab more customers and gain leading position again. It is recommended to keep 15% of total revenue for providing discounts. 
Housekeeping & Cleaning Cost: This cost varies with the service users as a used room is required to get cleaned more often than an unused room. Because of the corona pandemic, people became conscious about maintaining hygiene and cleanliness. Harriot hotel must increase its budget at this side by 4% and also it needs to make-believe to all service users that they maintain enough hygiene at this time which in turn helps Harrriot hotel to regain the leading position.

[bookmark: _Toc67609748]Conclusion
Harriot hotel was in a good position in the world which was dismissed for the covid-19pandemic. To recover their losses of 2020 and to maintain their expansion strategies, it is needed to cut costs on some sides which were shown here throughout the essay. Besides that, in the case of some side, expenses must be increased and other qualitative steps must be taken to regain their leading position in the market by all hoteliers (Ivan, 2020).
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