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An Assessment of Cost Adjustment at Harriot Hotels
Introduction
Since the emergence of the COVID-19 pandemic, the world has faced numerous challenges, from social constraints to economic hindrances. Besides the loss of lives, the world of business has incurred significant challenges never seen before. In the article titled “COVID-19 Has Lost a Huge Amount of Working Hours” by the World Economic Forum (n.p.), the available data reveal that a total of 114 million people lost their jobs in 2020 due to the lockdowns imposed to curb the disease. For instance, the hospitality and tourism industries have been damaged hard directly because of the imposition of COVID-19 protocols, such as travel bans and quarantine rules by relevant authorities. These protocols have limited both local and international tourism. Tourism has encountered most of these challenges since traveling (i.e., its primary source of revenue) cannot occur in such situations. Consequently, many businesses have closed, citing considerable losses as the root cause of their closure. 
Nonetheless, the world-renowned Harriot Hotels is still operational amidst the pandemic despite the continued losses it has incurred. The wisely picked marketing strategies led to the hotel’s survival in a pandemic. First, they made its presence known to the world before the pandemic’s challenging times. A significant number of the hotel’s loyal customers have all the reasons to work with it while the world is confronting the difficult times. The retention of customers happens due to the stakeholders’ commitment to customer satisfaction during service delivery. In 2021, it is projected that the Harriot Hotels will make some losses; however, it has some strategies to deal with this situation. The hotel wants to assess the costs that should be adjusted by increasing, decreasing, or eliminating them to maintain its usual leading position in the hotel and tourism industry. China’s move to lift the COVID-19 restrictions before other countries do so shows hope, implying that the hotel’s business will soon return to normalcy. Loyal customers can be hopeful for good times in the future through the management’s move to expand rooms’ capacities in mainland China. Other governments will soon follow suit after China. Regrdless of the hopes,, the hotel manifests problems, as its performance in America and Europe is wanting, judging from hard-hit cities in these continents. The hotel’s management seeks to save it from the projected losses. Therefore, the hotel’s leadership can help to assess the following costs: employees’ wages, advertising costs, interest on loans, housekeeping and cleaning supplies, stationery, and customer discounts.
Employee Wages
Employees must accept a temporarily small wage reduced at the time of the lockdown and strict rules. By reducing the employees’ salaries, the management needs to be very cautious and make it a win-win situation for employee retention purposes. This way, the hotel will retain much-needed experienced employees, as a smaller wage is better than nothing. This move to cut on employees’ wages is not new. Other businesses and governments have gone as far as imposing temporary wage subsidies to save their people from the harsh economic times brought about by the pandemic. Others have fired their employees, rendering them jobless despite their loyalty and job experience. To keep this hotel away from disturbing occurrences, the management needs to talk to the employees and explain why a slight temporary wage cut is necessary.   
Employees are stakeholders of this business; hence, a pay cut is for their good, as it will save the company from losses and them from unemployment. Furthermore, reducing employees’ wages results from the hotel and tourism industry’s poor performance in general due to the prevailing circumstances, i.e., restrictions brought about by COVID-19. Besides, customers have taken many precautions for fear of this disease since it transmits very fast. Therefore, the number of customers seeking the hotel’s services has declined tremendously in the declaration of COVID-19 as a global pandemic. Furthermore, wage cuts will benefit the employees in the current situation and the management because the hotel will retain experience while job security will be an assurance.
Employees’ wages are a fixed cost because the business’s performance does not determine them (Georgijew and Chung n.p.). Therefore, with it being a fixed cost, the hotel industry’s poor performance due to this global pandemic will not be a reason for paying employees per the total revenue. Employees will have a reason to demand their wages, citing that it is their right. Wage reduction is a remedy to such chaos between the hotel and the employees.
Advertisement Cost
While the advertising cost keeps the hotel’s presence felt on the global stage, as seen in its performance in different continents over the years, the management must consider capping it to below 10% of the total revenue. While spending on the advertisement cost, the return it brings to the business must always be considered. Therefore, the higher the return, the higher the expenditure on the advertisement cost. The management should put strategies in place to track the effectiveness of the advertisement strategies used.
Capping the advertisement cost at 10% is a consideration that the business could invest in costly strategies and even platforms and gain nothing. The popularity of advertisement strategies and outlets should not be the determining factor in this case. Furthermore, there will never be the optimal profit amidst the pandemic even during the peak seasons since travel bans in different countries, considering that the hotel depends on tourists. Therefore, an advertisement might be excellent and even reach a large number of people as expected; however, they might fail to seek services due to their health concerns and government restrictions.
The advertisement cost is a fixed cost since it does not depend on the hotel’s revenues (Georgijew and Chung n.p.). The company will always have to advertise itself as a way of marketing its services. At times, they might incur some losses due to ineffective advertisements. However, the business must always promote its services to increase its performance.
Interest on Loans
The management must decrease interest on loans as soon as possible since it results in substantial losses of finances when it comes to payment. Delay in payment leads to an increase in the amount of money needed for the fee (Peachey n.p.). Even though the management should not underestimate the role of loans in this business’s success, Harriot has become a big brand; hence, it should not depend primarily on loans to be self-reliant. Alternatively, the managers should consider going for the friendly loans (those with low-interest rates). Loans are not bad, as they help to develop the business; however, the current economic situation does not allow it.
Interest on loans is a staggered variable cost, as the cost of interest will always fluctuate with time. Depending on the outstanding loan principle, there would be either a decrease or an increase (Peachey n.p.). The interest rate moves up and down following and reflecting different situations on the market. The current market is the most significant determinant of the loan. The business would benefit from this rate if the interest rate goes down; however, there could be times when the interest rate is so high that payment becomes a challenge. The lender benefits from this situation. Staggered interest rates are also unpredictable. The unpredictability makes it hard for the borrower to budget. Failing to budget in business is beginning to make losses. Since every business’s goal is to make a profit, Harriot should always be keen on loans since the market is unpredictable.
Supplies and Stationeries
The supplies and stationers include sanitisation and hygiene equipment. Since the hotel is in a health-related crisis, hygiene is paramount as a safety measure. Other than the supplies and stationery used on the front desk, some alternatives incluse installing sanitisers and buying face masks, although the quality items are usually costly. Therefore, housekeeping supplies and stationeries used on the front desk and restaurants have to be increased since they are practical and life-saving. Moreover, cleaning supplies should not be disregarded and cut since they uphold safety of the workers’ health, which is particularly critical during the pandemic.
Housekeeping supplies and stationery of front desk costs have a varied nature. One cannot predict the potential cost incurred since the order’s quantity is the determinant (Guizzardi et al. 87). Upon ordering large quantities of these supplies and stationery, their cost increases. On the other hand, the cost would be lower if the hotel contained small amounts of these housekeeping supplies and stationery.
Customer Discounts
Due to the business market struck by a pandemic, the hotel’s management must eliminate customer discounts. The business is trying to save itself from losses due to poor performance. Giving customers any sorts of discounts would be an unfair move to the business stakeholders, as it would make the already challenging situation tougher, which could eventually squeeze the hotel out of the industry. Eliminating price cuts will surely increase the earnings, even if it is a small-scale revenue.
Conclusion  
In conclusion, COVID-19 has affected the economic sector notably, as can be seen in the massive losses incurred in different businesses. Therefore, it is time to accept that the pandemic is here for a long time even after the peak of it is over and learn how to survive during these challenging times and make a profit. Reducing the hotel’s expenditure is the surest way of achieving this goal. Lowering the employees’ wages alone cannot work; the workers might see that they are the only ones to suffer from it. Instead, the management must incorporate other methods for profit purposes. Therefore, all stakeholders of this hotel have to be included to make expenditure reduction a success and keep the hotel in business. 
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