









COST BREAKDOWN ESSAY
                                                           




  Name: Nicoleta Angheluta
Student Number: 1914622
Module Title: Management |Accounting
Assignment Title: Cost Breakdown Analysis
Module Lecturer’s Name: Widin Bognasu Sha’ven 


 


Table of Contents

Introduction	3
Analysis and theory	3
Principles and logic	3
Judgment and argument	3
Evidence and Idea	5
Concept and principles	5
Cost breakdown model	5
Attributes in professional practice	6
Application	6
Recommendation	6
Deployment of appropriate media	7
Conclusion	7
Reference List	8



[bookmark: _Toc66811604]Introduction
Economic Cost can be two types according to the business need. One is fixed and the other one is Variable. Fixed cost cannot be changed with various changing output and Variable cost on the other hand, depends on the business output. 
[bookmark: _Toc66811605]Analysis and theory
The cost effectiveness analysis can predict the cost and the effectiveness based on the available circumstances. It can define if the cost is worth spending as expenditure.  
Here, in this hotel Harriot which was established in 1941 by John D. Brockville is going through some serious cost breakdown due to this pandemic. Hence they are facing a huge impact on the revenue of their business. 
[bookmark: _Toc66811606]Principles and logic
Hotel Harriot is currently getting revenue of 60000 whereas there are few expenditures on this amount. There are few segments on which the expenditure can be calculated like Employees’ wages, Advertising cost, Interest on loans, Housekeeping and cleaning supplies, Customer discounts and last but not the least Stationeries used in front desk and restaurants. 

There can be few changes in order to save more from the revenue itself. As the hotel is facing a huge breakdown, there need to be some changes in order to save the position of the hotel in the ongoing market. 
[bookmark: _Toc66811607]Judgment and argument
It can be differentiated in the bellow manner:
Employees’ wages: Previously it was 25% of the revenue and clearly it was the most valued expenditure among all. In this situation it can go down to 15% to meet up the effective cost cutting program in order to achieve the goal (Moncayo et al. 2017). This may have two sides and must be creating employee dissatisfaction but in this scenario they also need to understand that in a long run this will help them to save the hotel and keep the business running up and high which can save their job in future. They should feel fortunate that they are having their jobs in this pandemic situation and also getting the salary each month to survive. This is a variable cost to some extent as in the wages of an employee there is a clear differentiation of fixed and variable pay. The hotel can make differences in the variable pay at any point of time. 

Figure 1: Cost-effectiveness model structure 
(Source: Inspired by the views of Hong et al. 2018)
Advertising cost: Previously it was 12% of the revenue. In this pandemic the advertisement should be the key factor to increase the reach of the hotel among the common people. Here the advertising amount should increase more in order to inform people that the hotel is taking perfect care of the basic hygiene to provide an excellent service to the customer (Hong et al. 2018). The hotel can increase this amount up to 14% from 12% in order to reach people more and take the good things out to the excellence. This also can have two impacts, if the advertising loop can go right then the goal can be easily achieved but if it does not then the amount might be of a complete wastage and that can never be recovered as well. This is a variable pay hence it can be changed in any given circumstances. (Kusumo et al,.2020)
Interest on loans: In this pandemic situation the Government has come up with some flexible payment terms for business all over the world. Hence the hotel can apply for this term plan and can restructure the loan amount which can be paid after the situation goes up (Gamble, 2020). Here the amount was calculated as 17% which can go down upto 0% according to the payment restructure but it can also have some difficulties as the interest for such plans are higher than the average and after a few years if the situation does not go up then this might cause a big financial shortage for the hotel. This on the other hand is fixed pay to some extent. 
Housekeeping and cleaning supplies: This segment is the most important for all the hotel industries in this pandemic situation as customers are getting more concerned about hygiene and that is affecting the business mostly. Here the hotel can spend a bit more to ensure the basic parameters are being met in order to keep running the goodwill of the hotel. Previously they used to spend 8.3% where as in this scenario it can get a bit high and be 10% while replacing a few things with one time use products (Chang et al. 2017). As an example the napkins can be replaced by the paper napkins which can take care of the basic hygiene whereas can reduce the cost of washing these numerously. This can be used as a perfect advertising gimmick as well and that can combine the expenditure of these two segments. This is a variable segment as well. 

Customer discounts: Previously in this field the hotel used to spend 13.3% where as in this situation in order to attract customers they need to provide an absolute lucrative discount to compete in this rat run of being one of the best in the hotel industry (Gamble, 2020). This can go up to 20% in order to make a good deal to the customers. This increase will not have any negative impact as such. This also comes under the variable segment. 
[bookmark: _Toc66811608]Evidence and Idea
 Stationeries used in front desk and restaurants: This field can be eliminated completely other than providing hand sanitizer for free. Hence this can go down to 2% from 5% as it was before. This comes under the variable segment as well. 
By doing above mentioned changes the hotel can save a huge amount from revenue and also can spread the expenditure wisely in order to stabilize the position of it in this pandemic situation and also can make good revenue by running the business successfully. (Song et al, 2017)
[bookmark: _Toc66811609]Concept and principles
Due to this pandemic situation the expenses of everything has risen to the sky, just like many other hotels and companies Harriot hotel has also cut down their expenses . 
It is correctly processed by analysing the total costs. There are few points we could check to cut off the extra expenses such as- budget control, standard costing, material control, value analysis contribution analysis, job evaluation and merit rating.
As for material control, less expensive material, high yielding products can be used in this context in order to sustain the overall development of the company (Chalmers et al. 2018.).
For labour costs, those who are lacking at work, it should be unacceptable, reducing the time of operation, after sell service cost should be lesser too.
[bookmark: _Toc66811610]Cost breakdown model
There are various kinds of cost breakdown techniques out there. Among them, critical path technique (CMP) is one of the most popular techniques (Ak et al. 2017). Analysis of this model has been through critical and near critical path activities. Organisation breakdown structure (OBS), cost break down structure (CBS), work breakdown structure (wbs) should be considered.
[bookmark: _Toc66811611]Attributes in professional practice
There are some particular skills which don’t fall under any category or industry or niche or job. There are some skills which are variable in any kind of industry .transferable skills which brings benefits for both candidates and employees are -flexibility, diversity, portability, employability.
Flexibility: when one has a diverse skill set that makes a person very different from other candidates, any flexible time to work would also set them apart (Adedipe, and Shafiee, 2021).
Diversity - when a candidate has work experiences in different sectors and different industries that gives them a huge push for their career.
Portability - when a candidate is very adaptable with their movies jobs that give them an extra point .As they progress, their skills will improve and they may gather some new skills too.
Employability - even person is new; a strong CV gives them big opportunities. Although they don’t have much of an experience, these transferable skills will give them new opportunities. In this context, individual as well as collaborative working both is equally required in this particular context.
[bookmark: _Toc66811612]Application 
A candidate should have some professional skills like - business management, leadership and team management, problem solving, data analysis.
[bookmark: _Toc66811613]Recommendation
Recommendation 1: Implementation of unique plans
Now cost reduces by plans programs and methods are managed by production control, man power and right equipment. Correct instructions of machine loading, utilizing of materials, proper communication, resources will lower the coast of money and time both. 
There is an adequate amount of scope to reduce the cost by managing the administration sector because cost reduction is handled by the top managers of companies .Efforts are made by reducing the expenses of telephone , electric bills and travelling but also by not sacrificing the efficiency . A lot of the expenses can be reduced by cost reduction of programmes like market research , packaging ,advertisement, after sale services , distributorship etc. there are few things to check like less investment is stock market , inventory check , unnecessary storage spaces etc.
Recommendation 2: Implementation of theory of collective action
All efforts and focus should be on the new methods and production methods along with the theory of collective action for the organization constantly, it’s not possible to monitor everything after a whole new improvement within the organization, this way cost can’t be reduced.
[bookmark: _Toc66811614]Deployment of appropriate media 
Several technologies can be used in order to implement an appropriate social media budget breakdown in this particular context.
[bookmark: _Toc66811615]Conclusion
Thus it can be concluded that Harriot hotels need different kinds of skills in different sectors. There are few techniques that this particular company can use to limit the expenses a little. cost reducing is a very planned and positive approach towards the reduction of expenditure. 
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