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[bookmark: _Toc66736397]Introduction
Harriot has become one of the leading body of world hotel industry. It passed the worst year in 2020 because of Covid-19 pandemic. The yearly turnover dropped drastically because of the crisis. Hotel authority is trying to regain the leading position in market. It took some strategies to increase profit. Cost reduction is good strategy in that case. Costs can be either fixed costs or variable costs. There are some costs which can be reduced to increase profit like employees’ wages and advertising costs (Atrill, 2018). Housekeeping costs should be increased and discounts can be eliminated. Later in this report, cost-cutting strategy evaluation, justification for the decision and identification of different costs will be discussed. 


[bookmark: _Toc66736398]Overview
Harriot Hotel is one of the leading player in world hotel industry. It was established in 1941. It operates is business mainly in Europe, America, Asia and Africa region. They took steps for expansion from taking loans from International Banks. Because of Covid-19 pandemic, hotel industry facing a huge loss throughout the world. People are not interested to stay in hotels for safety issues (Bakar, 2020). In this crisis time, Harriot decided to expand their business in China. To augment their business in America and Europe, Management decided to take some actions. They are going to take cost-cutting strategy. 
[bookmark: _Toc66736399]Costs of Harriot Hotel
There are normally two types of cost available for Harriot. One is variable costs and other is fixed cost. Variable cost is a type of corporate expense which varies with the production output (Jiambalvo, 2019). It increases when total number of production unit is increased and it decreases when total production is decreased. Fixed cost remains same always. It doesn’t depend on the production unit. In the cost structure of Harriot, some are variable costs and some are fixed cost. 
Employees’ wages are a variable cost for Harriot. Because employees are engaged with production. Their remuneration is not fixed. Employees salary is fixed. But wages vary based on their productivity (Weygandt, 2018). As the company wants to increase the number of rooms, more employee will be working there. So, wages are variable cost. Like wages there are some other variable costs. Housekeeping and cleaning supplies cost will increase with the number rooms and clients. In this sense it’s a variable cost. Customer discounts will vary with number of customers. The more customers will come; the more discounts will be given. Stationaries used in front desk and restaurant will increase when number of rooms or restaurant will increase. So, discount and stationaries are also variable costs. 
Advertising costs is one type that doesn’t vary with production. It will not change even the company stop production (Seamans, 2017). So, it’s a fixed cost. Interest on loans is charged on the amount of money borrowed. Company must pay the interest whatever the production status is. It’s also a fixed cost. 
[bookmark: _Toc66736400]Strategy Evaluation
Harriot faced a huge loss in 2020. It must make up the loss in 2021. For this reason, it has to reduce, increase and eliminate some costs from the cost breakdown. 
Harriot’s projected revenue is 60,000 million and total cost is 48,000 million. So estimated profit will be as follows:
	Items
	Value (£million)

	Revenue
	60,000

	Employee Wages
	15,000

	Advertising Costs
	7,000

	Interest on Loans
	10,000

	Housekeeping and cleaning
	5,000

	Customer discounts
	8,000

	Stationaries used in front desk and restaurant
	3,000

	Profit
	12,000



To regain the leading position in the market, company has to increase the profit. To gain more profit company has to reduce or eliminate some costs. 
[bookmark: _Toc66736401]Employees’ Wages Decrease
Employee wages is the biggest cost for Harriot. It is 25% of total revenue. In the Covid-19 crisis, so many employee and workers lost their job. They are looking for new job. It is very tough to find out a new job in this crisis (Montenovo, 2020). In that case company can hire employee lower cost till than the crisis in not over. Company doesn’t have enough liquidity in hand. So, wages should be decreased and it is possible.  
If the cost is reduced to 10,000 million from 15,000 million. Projected profit will be 60,000-43,000 = 17,000.
	Items
	Value (£million)

	Revenue
	60,000

	Employee Wages
	10,000

	Advertising Costs
	7,000

	Interest on Loans
	10,000

	Housekeeping and cleaning
	5,000

	Customer discounts
	8,000

	Stationaries used in front desk and restaurant
	3,000

	Profit
	17,000



 In this case, profit will be increased. There are some negative impacts of reducing employee wages. Employees and workers may be demotivated (Coibion, 2020). It will affect the company performance. Company management must handle this effectively. They should be motivated from other sides There must be some non-financial motivation for the employee. It can be agreed that their wages will be increased after the pandemic period.
[bookmark: _Toc66736402]Advertising Cost Decrease
Another big cost is advertising cost. Company may reduce the cost as well. In this pandemic situation, company is facing funding and liquidity crisis. It is very tough to expense 12% of total revenue on advertising. The cost can be reduced by 2,000 million. Then it will be 5,000 million. New profit after reducing advertising cost will be as follows:
	Items
	Value (£million)

	Revenue
	60,000

	Employee Wages
	10,000

	Advertising Costs
	5,000

	Interest on Loans
	10,000

	Housekeeping and cleaning
	5,000

	Customer discounts
	8,000

	Stationaries used in front desk and restaurant
	3,000

	Profit
	19,000


This extra profit can be used in some other sectors. It is not that much easy to reduce the advertising cost. Company can avoid expensive mode of advertising like TV or cable advertising. It may focus on social media marketing. A UK and US based research revealed that people are spending 55% more time on social media compared to pre-covid-19 situation (Yavari, 2020). So, Harriot can reach more people thorough social media marketing. It should not expense a lot on TV or Newspaper. If it chooses Newspaper or some other print media, the paper should be simple and normal. Colorful and highly animated advertisement costs a lot. In this pandemic situation, it is important to deliver the information to the clients (He, 2020). The quality of presentation is not a big matter. 
[bookmark: _Toc66736403]Housekeeping and Cleaning Costs Increase
Because of Covid-19 impact, people are very conscious about safety issues. They are avoiding public gathering and public place. In that case, they are also avoiding hotel. If Harriot wants to attract their clients in this situation, they must ensure the health security for the clients. Company must appoint more workers for housekeeping and cleaning purpose. Hotel floors, rooms and other accessories must be cleaned with antiseptic chemical frequently (Jiang, 2020). It may help to keep hotels free from germs and corona virus. If the authority can ensure this security, only then clients will be interested to stay in hotel. 
In that case, company have to increase the cost of Housekeeping and Cleaning. It should be double compared to the projected value. The cost of Housekeeping should increase to 10,000 million. Because of this, profit will be dropped to 14,000 million (19,000-5,000). If the company is not willing to increase the cost, clients may get discouraged. It will bring a huge loss in 2021 also. So, company should increase the cost even if the cost is getting higher. 
[bookmark: _Toc66736404]Customers Discounts Eliminate
Harriot Hotel authority offers reasonable discounts to its customers. It is more than 13% of total revenue. It is logical in normal days. But in this pandemic situation, people are looking for safety issues over budget. Customers will love to pay higher amount if the safety issue is confirmed. In that case, offering discounts to attract customers will be a wise decision. It will not attract the customers at all. Instead of spending in discounts, authority should spend on safety purpose. As the company is spending a lot in housekeeping and cleaning purpose, it is working well for safety purpose. So, company can eliminate the customers discount cost. By eliminating the discounts, company can save 8000 million cost in 2021. It will help to increase the profit. The projected profit will be 14,000+8000 = 22,000 million. It will help the company to sustain in the market as a leading body. 
Along with all these, Harriot hotel can use small office room which will also save costs. In this pandemic situation public gathering is not allowed (Sheresheva, 2020). So small office room will be quite enough. 
Harriot Hotel wants to regain the market leading position again. To ensure this, it has to earn more profit. There are two ways of increasing profit. One is cost reduction, other is revenue improvement (Weetman, 2011). Harriot should follow both the techniques to regain the leading position in the market. 


[bookmark: _Toc66736405]Conclusion
Harriot Hotel authority is trying to regain the market leading position. To make it happen, company took some strategic plans. It is going to reopen their hotels and to expand number of rooms in some regions. To recover the loss of 2020, company has to do better performance in 2021. It must earn more profit in this year. There are some variable and fixed costs of Harriot. Company can increase the profit by decreasing costs. They can manage employee at lower prices. So it can be reduced. By changing the mode, advertising cost can be reduced.  Cleaning costs may increase to ensure the safety and virus free environment for the customers. As the customers are looking for safe place rather than discount, company can eliminate the discount costs. Harriot authority should implement these strategies to regain the market position again. 
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