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The measurement, management and control of costs are of great importance within all organisational contexts. However, to do so, companies need to categorise costs as fixed and variable. In this study, a detailed evaluation is going to be made on the costs that are spent in Harriot Hotel. The organisation Harriot Hotel is a leading hotel within the global hotels and hospitality sector established in 1941. It operates in various parts of the world including Africa, America, Europe and Asia. However, according to Gössling et al. (2020), the Covid-19 pandemic led to the imposition of global lockdown, which crippled not only tourism but also the hotel industry. Because of this pandemic, 2020 was the worst year for the Harriot Hotel, lowering its profit and showing forecasts of net loss during 2021. This study is going to examine the costs incurred within this hotel in detail and work on their reduction, elimination and enhancement so that the hotel can be maintaining a leading position within the market. A cost management strategy will be developed in ways such that the projected losses of Harriot Hotel can be turned into profits.
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There are several types of costs, which an organisation spends for its operations and on yearly basis. The term cost refers to the amount of money that is required being spent for selling products or manufacturing them along with purchasing assets or other commodities (Atrill and McLaney, 2015). However, the costs spent in a company can be divided into various types. According to Madadian et al. (2018), cost behaviour is a main criterion depending on which costs spent in an organisation can be segregated. As per cost behaviour, the two ways in which costs can be divided include variable cost and fixed cost.
Variable costs can be defined as the corporate expenses incurred within an organisation that keep on changing proportionately as and when the production volume changes (Nickolas, 2021). On the other hand, fixed costs refer to the costs incurred within an organisation, which neither increase nor decrease as per value of the commodities and services manufactured or sold (Seal et al., 2015). According to corporatefinanceinstitute.com (2021), variable manufacturing overheads, material and labour costs, shipping expenses and sales commissions, supplies and travel expenses are the main examples of variable costs. On the other hand, the main examples of fixed costs include rent on premises, insurance expenses and interest on loan (Hayes, 2021). However, in this context, Smyth (2018) mentioned that fixed costs are of two types – discretionary fixed costs and committed fixed costs. Discretionary fixed costs refer to the costs that can be altered within the short-term while committed fixed costs refer to the costs that are long-term and cannot be altered (Bragg, 2020).
The cost structure of a company refers to the various sorts of costs and expenses spent by it and consist of both variable and fixed costs (Atrill and McLaney, 2018). Evaluation of the cost structure of this hotel indicates that it has not only variable costs but fixed costs as well and the overall costs spent by it are considerably high. The total value of costs that the Harriot Hotel spends is approximately 80% of the total revenues earned within its UK division. As a result, it can be seen that the organisation’s cost structure is significantly high. According to Mohan (2021), it is essential for all businesses to develop and implement a strong cost management strategy. Such a strategy can help Harriot Hotel in preventing it from earning net losses in 2021. A strong cost management strategy is going to be useful for the organisation in the control of the total costs incurred within it, thereby leading it towards improving its strategic position. 
On the contrary, practically applying the cost management strategy can be seen in various hotels and the hotel industry as a whole due to the Covid-19 outbreak to maximise profits. Thus, it is going to be easier for the Harriot Hotel to eliminate costs, reduce them as well as increase them as and when necessary through its cost management strategy. Firstly, it can be observed that variable costs incurred by Harriot Hotel are higher as compared to the fixed costs. The primary cost management strategy developed for the hotel is to eliminate its customer discounts. Consumer spending decreased in the UK largely by 6600 GBP during the year 2020 (prnewswire.co.uk, 2021). At the same time, total consumer spending is not expected on recovering to as much as it was before the pandemic until the year 2023. In such a scenario of Covid-19, consumers have reluctance towards availing services that are on huge discounts. This can be in the case of Harriot Hotel as well. 
If considerable customer discounts are offered by the hotel, consumers can perceive that the safety and cleanliness measures of the organisation do not meet the safety standards. As a result, the strategy of eliminating customer discounts must be adopted, as it will attract more customers and help it in earning both good revenues and higher profits. However, the employees’ wages are the variable cost of Harriot Hotel, which is recommended on being increased instead of being reduced. It is because hospitality belongs to the service sector and the hotel is a service-oriented organisation. Because of the Covid-19 outbreak, productivity and efficiency of employees is currently the main source of customer attainment and retention. Therefore, it is recommended that the wages paid by Harriot Hotel to its employees be increased by 5% to 10% during 2021 for motivating employees. This will ensure that they work with higher efficiency for profit generation. 
However, stationeries used in front desks and restaurants are a variable cost, which Harriot Hotel must focus on reducing largely. This is because there are alternate ways in which the records of the organisation can be kept apart from using stationeries. It is suggested that the hotel reduces its stationery expenses by 50% at least and maintains its necessary records in desktops and tablets. The reduction of stationery costs can in turn lead to considerable decrease of the hotel’s cost structure and thus lead to an increase in the profit earned by it. However, the variable cost of Harriot Hotel, which is suggested on keeping unchanged is the housekeeping and cleaning supplies. This cost management strategy is framed for the organisation since hygiene and cleanliness, safety measures and sanitisation are the key factors that guests look into in the current scenario before making a stay at any hotel. Decrease of such expenses has a tendency of decreasing the safety and sanitisation measures and increasing risk of not only guests but also the employees working in Harriot Hotel’s premises. Therefore, it is going to be effective for the hotel to adopt this cost management strategy. 
On the other hand, the fixed costs incurred within the Harriot Hotel include the interest on loans. However, the cost management strategy of the organisation does not include making any changes to this fixed cost. It is because this is a long-term and committed fixed cost incurred within the Harriot Hotel and cannot be decreased over the short-term. Due to this, the hotel has to keep on paying its interest expenses on loan on a fixed basis. However, advertising cost is the fixed cost incurred by Harriot Hotel, which is discretionary and can be changed. However, as a part of the cost management strategy of the organisation, it is better that no changes are made to this cost spent by it. 
It is because it is via advertising that consumers in the market can be attracted towards the hotel in the Covid-19 scenario. The hotel can be conveying its customers the sanitisation measures that it is following and the special safety measures that it is adopting before guests are allotted their rooms. As a result, such advertising activities is going to help the Harriot Hotel in attracting guests, increasing sales and improving profits, which is the primary need of the organisation. Thus, costs of the hotel can be managed in these ways so that the leading market position can be maintained by it.
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Hence, the discussions made within the study helps in concluding that costs are of different types and they can be divided into fixed and variable depending on the patterns of cost behaviour. On the other hand, it could be identified that the cost structure of the Harriot Hotel is high and due to the effects of Covid-19, the organisation must reduce its costs. The evaluation of fixed and variable costs of the hotel helped in understanding how these costs of an organisation are affected. Similarly, the way in which cost management strategy can be framed and practically applied for a company could also be determined from the examples of the Harriot Hotel. The summarisation of the findings helped in concluding that cleaning supplies and housekeeping costs should be kept unchanged despite of them being variable costs. The interest on loan and advertising costs of the organisation must be kept unchanged, customer discounts must be removed, and employee wages must be increased while stationery expenses must be reduced. Thus, this study helped in understanding how hotels during the Covid-19 scenario can be managing their costs and attaining a leading position within the market.
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