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[bookmark: _Toc67770558]Introduction:
This assignment is comprising on the skills that has been developed under the course of business management. The case about Harriot Hotel is related to the cost breakdown  for the upcoming year as in past globally pandemic has vast and negative impact on the economy so it made vulnerable effect on hotel industry too as the tourism was ban globally. In the following task case has been supported but the theoretical background related to the cost structure, types of costs, impact of these types of cost on business performance, specifically to the hotel industry and Harriot Hotel with summarized conclusion in the end.
Cost Structures:
Cost Structure leads to the expenses that the company may incur in order to achieve its desired goal; those costs include anything from the procurement of raw materials to the manufacturing of finished products. Any business cost structure is directly linked to the essence of the business’s operations, i.e., all companies have different cost structures. Some companies, for example, would need more working capital that fixed capital and vice versa (Gunarathne & Samudrage, 2018). 
Hotels are mainly concerned with costs. It is, in reality, a worldwide concern. Some hotels on the other hand, make it their organizational goal to cut costs as much as possible, and all of their strategies and methods are based on this target. As a result, hotels may divide into two groups based on the amount of services: Cost-Driven and Value-Driven. Hotels on the other hand, normally fall right in the middle of this continuum.
[bookmark: _Toc67770559]Cost-Driven Cost Structure:
Cost-Driven models aims to cut costs as much as possible. This approach seeks to build and maintain the leanest cost structure possible by using low-cost benefit propositions, full automation, and robust outsourcing. Low-cost carriers like Southwest, Easy Jet and Ryan air exemplify cost-cutting business models.
[bookmark: _Toc67770560]Value-Driven Cost Structure:
Some businesses are more concerned with value creation rather than with cost consequences of a specific business model design, value-Driven business models are generally characterized by premium value proposition and a high level of personalized service. This category includes luxury hotels. Which offer luxurious amenities and exclusive services. 
[bookmark: _Toc67770561]Types of Cost:
In business cost accounting is a system of estimating all of the cost associated with output, both fixed and variable. The aim of cost accounting is to aid management in making decisions that maximize operations through effective cost management (Novák, et al., 2017). There are some types of cost that involve in business includes; Fixed Cost, Variable Cost, Direct Cost, Indirect Cost, Operating Cost, Opportunity Cost, Sunk Cost and the Controllable Cost.
1. [bookmark: _Toc67770562]Fixed Cost:
The number of products or services a business produces in the short term has little effect on fixed costs. Consider the case of a corporation that rents a production machine for three years. No matter how many goods the machine makes, the company must pay $3,000 a month to cover the expense of the lease. Since the lease price does not adjust it is considered as a fixed expense (Nwokoye & Ilechukwu, 2018).
2. [bookmark: _Toc67770563]Variable Cost:
Variable costs fluctuate as the volume of output performance varies. The cost of this service is determined by how much products a corporation produces. A variable cost grows as output volume increases and declines as production volume decreases. 
3. [bookmark: _Toc67770564]Direct Cost:
Direct cost are expenses incurred in the production of a product or service. Raw material, labor and expense or delivery cost are all considered direct cost in the production of product. Ford, for example, manufactures cars and trucks. A plant worker will build a car in eight hours. The car's direct expense is composed of the worker's wages and the cost of the parts used to build the vehicle (Walther & Skousan, 2009).
4. [bookmark: _Toc67770565]Indirect Cost:
Indirect cost are expenditures that have little to do with the production of a product or service. An indirect cost is difficult to link to a specific product, agency, task or project. 
5. [bookmark: _Toc67770566]Operating Cost:
Operating costs are the expenditures incurred in the course of daily business operations that cannot be traced back to a specific product. Variable or fixed operating costs are both possible. Rent and the services for the manufacturing plant are running cost also known as operating costs.
6. [bookmark: _Toc67770567]Opportunity Cost:
The benefits of one choice are offered away as an opportunity cost as one is chosen over another. As a result, this cost is most significant for two mutually exclusive operations. When it comes to saving, it is the gap of return between a chosen fund and one that is given up. Opportunity costs do not appear on a company’s financial statement but they are useful in management planning.
7. [bookmark: _Toc67770568]Sunk Cost:
Sunk costs are the past expenditures that have already been incurred and would have little impact on management’s current decisions. Sunk costs are costs that a cooperation has agreed to pay that are either inevitable or unrecoverable. Future business decisions would not require sunk costs.
8. [bookmark: _Toc67770569]Controllable Cost:
Controllable costs are those that managers have authority over and may increase or decrease. When a single person makes a decision to bear the cost, it is called as Controllable Cost. Controllable expenditures include office supplies, advertising activities, executive benefits, and charitable donations. They're called short-term costs and they can be quickly changed. 
[bookmark: _Toc67770570]Impact of Types of Cost on Business Performance:
Gross Profit and its more detailed equivalent operating profit are heavily influenced by both fixed and variable costs. A reduction in profit is caused by an increase in the costs of manufacturing products for sale. This relevant because a healthy gross profit is unlikely to convert into a healthy net profit and all encompasses bottom line (Ditkaew , 2018).
Since trade-off exits at different levels of production, with volume potential and uncertainty in mind, this decision should be made. Big volumes and low volatility prefer system investment, while low volumes and high volatility prefer volatile labor costs. When earnings are low and labor costs are high, it is better to stop investing in machinery and incurring high fixed costs since high unit labor costs are smaller than the average fixed costs of machinery (Dedunu, 2020).
The indifference point is defined as the amount of revenue at which the fixed and variable costs incurred are equal. Eventually, both variable and fixed costs are major variables of a variety of costing approaches used by businesses, such as work order costing, operation costing, and activity-based costing.
[bookmark: _Toc67770571]Cost Management Strategy application to Hotel Industry:
Various Hotels have begun to use a variety of cost control methods. Activity-based programs, strategic cost accounting, and the balanced scorecard all make important contributions. These solutions are designed to enhance new technologies and management processes while still being internationally compliant. Cost variance analysis and profit-based performance measures are examples of traditional management accounting methods, are financial-oriented and concentrate on issues within the company (Henri, et al., 2015). More advanced management accounting methods, on the other hand, incorporate financial and non-financial data and put a strong strategic emphasis.
Hotels can be more dynamic, consumer and demand driven in today's rapidly evolving world. As a consequence, in order to promote strategic management, hotel industries can develop their cost management processes (Berisha, 2017). Just financial data is now insufficient for making decisions. Non-financial vital performance indicators become more significant in this sense  (Sevim & Korkmaz, 2014).
As a Manager at Harriot Hotel, in order to produce, a financial statement or Cost of Goods Manufactured (COGM), the hotel must define costs as either contingent or fixed. This is a schedule for determining the cost of producing a company's products over a set period of time. The COGM is credited to the finished product inventory account and used to determine the Cost of Goods Sold (COGS) on the income statement. Hotels equate variable and fixed costs when determining whether or not to invest in Land, Plant, and Facilities (Karic, 2010). 
In Harriot Hotel the expenses that need to be updated out of the defined cost system are employee salaries, which are a fixed cost and the wages charged to workers do not differ depending on revenue. Same goes for the customer discounts, are the variable cost, hotel should decrease these discounts in order to maximize its profit. Interest could be the fixed or the variable cost in this scenario but it has direct and high impact on net profit so Harriot hotel should also focus in decreasing the interest if it is a fixed expense while as a variable they should increase because it will also increase the number of services that automatically also increase their revenue.
Employee wages, Interest on loans are fixed cost in the given projected cost breakdown while  Advertising cost, Housekeeping and cleaning supplies, customer discounts and stationeries used in front desk and restaurants all are variable costs of Harriot hotel. Although employee wages are fixed cost and it has a direct impact on profit but it should not be decrease the rate should be in between 20% to 30% because they are the real service provider that maintain their level of service and market leading position. The interest on loan has high rate of division of revenue this must and should be decrease to 10% from 17% (6,000 from 10,000). The advertising cost should be decrease to 6% from 12% (3,500 from 7,000) because the investment on variable cost as a marketing expense should be in between 3 to 6% of the total revenue. The Housekeeping and cleaning supplies are also the variable cost I found it moderate but it should not be increase for the long term growth. The customer discounts should be decrease to 10% from 13.3% (6,000 from 8,000) because the expense on variable cost as a discounting should be in between 10 to 15% of the total revenue but in order to lead the market position Harriot should target level of services rather than customer discount. The stationeries used in front desk and restaurants is also a variable cost and it should be increase to 10% from 5% (6,000 from 3,000) because the investment on variable cost as a stationary expense would increase the level of service that automatically attract more customers and create long term growth as a strong market leading position.
Harriot hotel should monitor metrics to observe spending patterns and recognize problem areas within their cost structures in order to achieve long-term growth. When combined with financial forecasting and budgeting, this practice will help assess a hotel’s long term growth potential. Furthermore, the scalability of a cost structure provides lenders and investors with a clearer understanding of a hotel’s financial health and weather it can be considered for business financing (Ganapaiah, 2017). Potential investors can determine whether a business is gaining momentum or remaining stagnant by looking at the metrics associated with cost structure. Fortunately, forecasting tools may offer important information in an easy-to-understand format to business owners. By offering automated financial forecast, the right forecasting software will help crunch number faster and minimize the risk of human error.  
[bookmark: _Toc67770572]Conclusion:
Hotel operators, like most businesses, place a premium on cost management. Harriot Hotel must cut prices, plan ahead, and maintain leverage. Strategic cost control is becoming increasingly important for businesses in order to achieve competence, sustainability, higher customer quality, consumer focus, and continuous growth (Zhi-ying, 2015). These performance drivers are the subject of strategic cost control.
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