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In the global market, hotel industry has been experiencing critical downfall of profit margin due to Covid-19 pandemic scenario. In this scenario Hotel Harriot, as a part of this industry, is encountering viable depreciation of its financial outcomes. Thus, cost reduction methods based on trade-off theory of capital structure and benchmarking system have been defined further. These sets of theories and methods will be adequate for the newly hired manager to develop a cost cutting strategy with higher efficiency level to maintain a leading market position. 
This study is based on the thesis statement that benchmarking method of cost cutting generates high efficiency ratio for an organisation to maintain its preset market position in Covid-19.   
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	Capital Turnover Ratio
	Financial Leverage

	Wages
	$16.00
	$15.75

	Cost
	$17.86
	$17.74

	Loans
	$4.12
	$3.95

	Supplies
	$24.10
	$24.01

	Discounts
	$4.70
	$4.57

	Stationeries
	$53.33
	$53.28

	Average
	$20.02
	$19.88


Table 1: Trade-off Theory
(Source: MS Excel)
John D. Brockville developed Hotel Harriot in 1941 in Africa, Europe, Asia, and Americas based on its “strategy of aggressive expansion”. Jim Trulley as the CEO (Chief Executive Officer) of this hotel implied scheme based on gaining finance from “major international banks” through loans (case study). In the views of Savcı (2018), trade-off theory of capital structure indicates that crisis management is possible through the analysis and improvements in capital turnover and financial leverage. On the contrary, maintaining its market position will be possible for this hotel through the provision of debt capital could have been feasible for this hotel to gain high profit amount in the pandemic or Covid-19 scenario. In the opinion of Schaltegger (2018), debt capital analysis of an organisation determines its final asset and liability values. These values can be determined by management leaders of this hotel to implement effective decision-making scheme based on fixed cost structure [Refer to Appendix 1]. Thereof, it can be determined that this hotel will be complying with trade-off theory to depreciate its operating expenses based on variable cost structure.   
Irrelevant cost structure will not be accounted by the management leaders of this hotel for maintaining its strategy of expansion. Senior-management of this hotel has hence determined cost-cutting scheme to be considered for depreciating loses in 2021 (case study). According to Pavlatos and Kostakis (2018), gaining optimum leverage in financial outcomes enhances risk management process through effective expense cutting range in variable structure of cost. However, maintaining fixed cost of this hotel will result in the emergence of discrepancies between workers and management leaders regarding unequal cost distribution. In this scenario, optimal capital structure based on rationalised cost reduction would have resulted in ethical outcomes (Knowledge Equity – Support for CPA, 2016). Reducing expenses in both fixed and variable cost structure will be essential for Hotel Harriot to gain employee commitment. As highlighted by Pasch (2019), enhances range of employee commitment creates a positive working environment that accelerated profit growth rate for an organisation. Nonetheless, imposition of expense reduction strategy has been calculated to generate profitable financial leverage. Thus, it is noticeable that abiding by this theory, depreciation of variable cost structure will be a reliable strategy to maintain the market position of this hotel in after pandemic.    
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Figure 1: Return on Investment (ROI) by Risk Reduction
(Source: MS Excel)
Hotel Harriot processes manufacturing cost based on its overheads, direct materials, and direct labours. In the views of Cescon et al. (2019), these costs are divided into two segments period and product-involving inventory with cost of goods sold, and expenses respectively. Variable structure of cost comprises of these-mentioned expenses that causes change in “activity level” of this hotel. On the contrary, fixed structure of cost has to be maintained post-activity range of this hotel. In the opinion of Bui and De-Villiers (2017), raising fixed structure cost will result in the depreciation of profit in an organization. Thereof, it can be determined that achieving the expansion target of Harriot Hotel will be possible for management leaders by maintaining its cost behaviour in fixed structure.  
As discussed previously fixed cost based on manufacturing overhead, direct material, and direct labour must be an exception for conducting this cost cutting procedure at this hotel. According to Bedford and Speklé (2018), these fixed costs are determined by management leaders as standard costs that should not be exceeded or depreciated for maintaining a stable profit outcome. However, cycle of variance analysis indicates material variance to be assessed in and for determining cost of control and ROI by risk reduction. As highlighted by Pelz (2019), high range of ROI (Return on Investment) through reduction of risk highlights that implied solution of cost cutting is reliable for an organisation to gain high profit. Thus, it is noticeable that in the above image ROI by risk reduction has escalated significantly based on the variable costs of Hotel Marriot.    
Merits of variable cost will be evaluating cost control method for high wastage of resources. In the views of Zyznarska-Dworczak (2018), lack of “cost control” results in the creation of “incurred cost” for an organisation to suffer loss in crisis. In this pandemic scenario, incurred variance due to inefficiency in cost-control will result in the degradation of financial performance for Hotel Harriot. On the contrary, imposition of fair assessment techniques for denoting efficiency range regarding Predetermined Overhead Rate (POHR) is suitable cost-control method for an organisation to avert crisis (Knowledge Equity – Support for CPA, 2016). Activities based on denominator level of flexible budget overhead will be factored with activities regarding denominator level of this hotel to generate its POHR amount. In the opinion of Turner et al. (2017), application of benchmarking system of cost reduction is appropriate for an organisation to imply activity based costing system through cost-benefit ratio. Thereof, it can be determined that application of benchmarking system will be adequate for Hotel Harriot to gain high profit amount in this pandemic scenario. 
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Figure 2: Theory of Constraints
(Source: Self-created)
Implementation of effective cost cutting plan based on benchmarking process will be accurate for this hotel based on previous discussions. In the views of Savcı (2018), theory of constraints denotes that identifying constraint, exploit it, subordinate, and synchronize with it then elevate its performance. In this scenario, constraint is cost cutting determinants of variable structure in this hotel. It is noticeable in the table below that cutting cost will be benchmarked for discounts, loans, cost, and wages. On the contrary, costs of stationeries and supplies have been denoted to be eliminated from the expense list. In the opinion of Alborov et al. (2017), processing benchmarking system of cost reduction allows an organisation for maintaining a feasible range of cash flow to avoid asset liquidation in crisis. This scenario will be effective for this hotel to sustain in the global market after this pandemic situation without impeding its expansion scheme [Refer to Appendix 2]. Thereof, it can be determined that benchmarking process of cost reduction will be suitable for Hotel Harriot to gain high profit income in this pandemic. 
In the table below, eliminated cost is noticeable to be ascending cost-benefit rage of this hotel almost double than its present revenue amount. According to Rikhardsson and Yigitbasioglu (2018), eliminating service based capital structure increases opportunities for an organisation to gain high benefit amount in the market. In this scenario achieving optimum range of benefit will be possible for the management leaders of Hotel Harriot through the elimination of variable structure of costs as denoted in this table. However, reduction of other variable costs has also been determined for this hotel. Attaining prominent range of profit in a crisis depends on the effective variation management of organisational leaders (Knowledge Equity – Support for CPA, 2016). In this hotel, using working budget and interim valuation optimum benefit-range has been achieved for sustaining in global market. As highlighted by Rhode and Garrison (2019), benchmarking system of cost cutting enhances organisational value in a market to gain high range of brad associates in an expansion process. Thus, it is noticeable that attaining optimum range of profit in 2021 will be possible for Hotel Harriot through the implementation of this method.    
	Benchmarking
	Reduced Values

	Wages
	13992.00

	Cost
	4505.14

	Loans
	9908.10

	Supplies
	-2027.62

	Discounts
	7837.85

	Stationeries
	-53835.56

	Cost-benefit Ratio
	246.00%


 Table 2: Benchmarking strategy of Cost reduction
(Source: MS Excel)

[bookmark: _Toc67504942]Conclusion
Hotel Harriot is in a critical market position due to outbreak of pandemic in the global market. Theory of Trade-off has generated optimum capital turnover ratio and financial leverage to be essential for cost reduction of this hotel. In the influence of this theory, changes in variable cost will be decided by management leaders for sustaining its expansion scheme in global market. ROI by risk reduction and cost of control will maintain fixed cost structure of this hotel. Theory of constraints denoted application of benchmarking system of cost reduction will be appropriate for gaining high cost-benefit for Hotel Harriot.   
Thus, thesis statement denoting that benchmarking method of cost cutting generates high efficiency ratio for an organisation to maintain its preset market position in Covid-19 has been met in this study.   
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	Item (﻿£m) 
	Value 
	As a percentage of revenue 
	
	
	Reduction in Risk
	 
	 

	Revenue 
	60,000
	  
	
	
	 
	Cost of Control
	Risk-Reduction ROI

	Employees wages 
	15,000
	25%
	
	
	15000
	1.00
	4.00

	Advertising cost 
	7,000
	12%
	
	
	7200
	0.97
	8.10

	Interest on loans 
	10,000
	17%
	
	
	10200
	0.98
	5.77

	Housekeeping and cleaning supplies  
	5,000
	8.30%
	
	
	4980
	1.00
	12.10

	Customer discounts 
	8,000
	13.30%
	
	
	7980
	1.00
	7.54

	Stationeries used in front desk and restaurants 
	3,000
	5%
	
	
	3000
	1.00
	20.00


(Source: MS Excel)
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(Source: Self-created)



Cost of Control	Revenue 	Employees wages 	Advertising cost 	Interest on loans 	Housekeeping and cleaning supplies  	Customer discounts 	Stationeries used in front desk and restaurants 	1	0.9722222222222221	0.9803921568627445	1.0040160642570288	1.0025062656641595	1	Risk-Reduction ROI	Revenue 	Employees wages 	Advertising cost 	Interest on loans 	Housekeeping and cleaning supplies  	Customer discounts 	Stationeries used in front desk and restaurants 	4	8.1018518518518459	5.7670126874279077	12.096579087434073	7.5376410952192527	20	
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