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[bookmark: _Toc67663691]Introduction
There are a lot of companies that applies different strategies when it comes to reducing the cost. The company in discussion that we are going to do today is the Harriot hotel. The hotel has been hit really hard when it comes to Coronavirus. Certainly a lot of their hotels in UK and America has had to go to a loss. This is why they are approaching a cost, reducing strategy when it comes to their hotels in UK. In this report, we are going to discuss the issue related to Harriot hotel, and we are going to advise strategies to reduce their cost.
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[bookmark: _Toc67663693]Wages
Wages of the company are considered to be the most important aspect of the expenses and they are also considered to be the highest expenses compared to all. Wages of the Harriot hotel would include the wages of the hotel managers, wages of the staff, and the wages of the restaurant staff. When it comes to importance, the wages play an important role in the morale of the employees and we have seen a lot of companies laying off some of their employees that had to go through a loss. This is why it is important to consider that when the layoff will take place, these employees won’t have to go elsewhere and their job opportunities would be limited. Currently the wages of the Harriot hotel amounts to 15,000 and they consist of 25 percent of the overall expenses of the division residing in UK. Reducing this cost would be a bad indicator for the morale of the employees and it can fire back in terms of bad publicity if the public gets to know about it. Hence, this should be the last option of the company if they want further reductions in their expenses. This is considered to be a fixed cost for the company.
[bookmark: _Toc67663694]Advertising Costs
The advertisement of any company and especially in the hospitality field is really important. This is why the advertisement cost should be carefully reconsidered and I would suggest that the company should carefully think whether the cost in this cost factor should be minimized or not. The main reason for it is mainly because the advertisement is one of the major reasons the company gets sales and it is the awareness point where the consumer is more aware about the service that is being offered by the company. However, this cost can be shifted to other places and the company can still get the same engagement through other methods of advertising.  Harriot Hotel should now consider the option of Social Media Marketing that plays an important role in getting the relevant customers. This can reduce the costs of the company in a greater manner as the usual expense of social media marketing is much less compared to the physical modes of marketing. The main focus of marketing should be their existing customers and the hotel should make sure they are providing the discount deals to these customers in the holidays or vacations period. The current cost is 7000 and it can be reduced to 6000 overall. This is a variable cost of the company and the marketing should be done according to the holidays.
[bookmark: _Toc67663695]Interest and Loans
These type of costs are not in the control of the company as they have already taken a lot of loan from different financial institutions. This is something that cannot be reduced by the company. This should have been thought of before taking the loans from different banks or institutions. The interest that is paid to the company and the part of the principal amount that the hotel pays to the lenders is part of the contract and if they reduce this or delay it then this will get them a penalty which is going to be extremely harmful for them. This is why this reduction in the expenses is currently out of the question. Even if the company has to occur loss, they should make sure the interest payments are being made. 
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The housekeeping and cleaning supplies are essential for this industry as there is a lot of emphasis on the hygiene that is provided by the hotel. Harriot hotel should consider reducing these expenses but not at the extent of the service being compromised as this will have a huge effect on the reviews of the customers. We can see the current society is going digital with a very fast pace and hence we get to see the reviews of different products and services online. This has become a huge problem for the companies as there are a lot of things that the company needs to consider since their image is on the line. I would suggest that if the company wants to reduce these expenses then make sure they reduce it where the demand is low. One thing can be done by the company and that is temporarily shutting down those places that has more expenses than the revenue and use the supplies and housekeeping staff for the places that are more in demand. This will shift the cost structures from one place to another and it will save the company a lot of money. Furthermore, the hotel should ensure that their policies are according to the requirements of Covid 19. It is highly likely that they have to increase these expenses as they would have to make sure the extent of Covid 19 is avoided in the best manner possible. This is a variable cost
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The customer discounts segment should be avoided in this place and as a separate entity. The prices of the company are already one of the lowest and giving discounts gives a wrong impression that the company doesn’t have enough customers. Furthermore, the overall industry is going towards better and we see that the people are starting to go towards tourist destinations. This is why the demand of the hotel rooms is going to be high and this means the company shouldn’t offer discounts in the current period. The discount consists of whopping 13.3 percent of the overall revenue which means the company need to reduce them as much as possible. Reducing it to almost 5 percent would be the most suitable. Another strategy that can work in this case is if the company start overpricing their service and then put a discount in it. This will help them reach more sales and it will create a sense of purpose in the minds of the guests as they were able to get the desired discount that they so wanted. This is also a variable cost
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This is once again one of the most useless expense and in this case the company is paying almost 5 percent of the revenue which could be saved and utilized elsewhere. Harriot Hotel should make sure that all of this cost should be eliminated as this is something that can be done easily on computers and laptops. The reason that the company should ensure this is the world is transitioning towards online shopping and online engagement and everything that is used is happening online. This is why it would be recommended that the company should ensure that every process that happens at the hotel premises should be done online and on digital platforms. This will increase the engagement and it will also give the company data on each customers and their requirements. This will help them in forecasting the needs and wants of the customers and then buy the products accordingly. Harriot Hotel should consider removing the stationary expenses altogether as this is something that is unnecessary and has taken a lot of the budget of the overall net income. This is a fixed cost. 
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Looking at the net profit of the company, it seems that the company is getting 12000 of net profit which makes it a 20 percent net profit margin. Looking at the revenue of the hotel, it seems more than enough and the hotel doesn’t need to decrease their overall expenses at this moment. However, there still are unnecessary expenses that should be exempted by the company as they are useless and this cash can be utilized in something beneficial. The cost reduction method is absolutely right and this is something that should be followed by the company religiously. However, there should be a future direction that should be set as this will ensure that no unnecessary cost measures are included in the expenses of the company. This will be a long term strategy and this will ensure that the company stay in profits and unnecessary expenses are eliminated. 
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