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One of the key areas of concern for an organisation is the measurement and control of the costs incurred by it. However, in an organisation, costs are of different types, the key ones being fixed costs and variable costs. This study consists of a detailed analysis and evaluation of costs spent within Harriot Hotel. The Harriot Hotel, formed during 1941, is turned as one of the leading players within the global hotel industry having operations in Asia, Africa, Europe and America. However, the Covid-19 outbreak has imposed lock downs and crippled the entire tourism and hotel industry (Tsionas, 2020). Due to this, the organisation has had its worst year. As a result, it has decided on adopting a cost-cutting strategy for decreasing its forecasted losses for the year 2021. In this study, there is going to be an evaluation made on which costs of Harriot Hotel can be reduced, increased or eliminated for maintenance of leading market position. Justifications will be provided on the decisions made for the costs and how they can be beneficial for reducing the projected losses.

[bookmark: _Toc66980389]Discussions
There are various costs incurred within a firm. As mentioned by myaccountingcourse.com (2021), cost can be defined as the amount of expenditure needed being made for sale and production of an asset. In simple words, cost is the amount that companies pay for manufacturing products, purchasing inventories, getting equipments ready for using in business processes and selling merchandises. However, there are different categories in which costs of a company can be divided (inc.com, 2021). One of the key ways in which the costs of a company can be divided is in terms of cost behaviour (Drury, 2018). There are two main types in which the patterns of cost behaviour can be divided and these are variable cost and fixed cost.
The corporate expense of a company, which keeps changing proportionately as per changes in production volume, is called variable cost (Kenton, 2021). These costs keep decreasing or increasing based on the production volume of a firm. Variable costs spent within companies rise as the production volume increases. Whereas, variable costs decreases as the production volume of a firm decreases. On the other hand, fixed cost can be defined as the cost spent in a firm, which does not change with a decrease, or an increase in the value of products and services sold or produced (Kindness, 2021). These are the expenses, which a firm requires paying independent of any sort of particular business activities.
The examples of variable cost include direct material, variable manufacturing overheads, sales commissions, shipping costs and such others (Bragg, 2020). On the other hand, Bragg (2020) also highlighted examples of fixed cost, which include insurance, depreciation, salaries, rent and advertising. However, as Harriot Hotel operates within the hotel industry, it is a service organisation. Due to this, as per cost behaviour, key examples of its variable costs are travel expenses and supplies. As mentioned by Bösch et al. (2018), the fixed costs of a company are the ones that remain unchanged over a long timeframe. However, Rhode and Garrison (2019) mentioned that there are two types of fixed costs – committed and discretionary. The committed fixed costs are the long-term ones, which cannot be reduced in the short run. However, discretionary fixed costs are the ones that can be changed in the short run through current decisions of the management.
In an organisational context, cost structure indicates the different kinds of expenses incurred within a business and usually comprises of variable cost and fixed cost (Christ et al., 2017). The evaluation of the cost structure of Harriot Hotel shows that the organisation’s variable costs include customer discounts along with housekeeping and cleaning supplies. Another variable cost of the company is the stationeries used in front desks and restaurants. On the other hand, the fixed costs incurred within Harriot Hotel are employees’ wages, interest on loans and advertising cost. The total amount of costs incurred in the hotel is 48000 GBP, which is about 80% of the company’s revenue. This shows that the cost structure of the organisation is considerably high.
An effective cost management strategy can be helpful for Harriot Hotel within the Covid-19 scenario for prevention of the forecasted losses during 2021. This is because a suitable cost management strategy is going to be helpful for Harriot Hotel in reducing its total costs and leading it towards the enhancement of its strategic position. The practical application of cost management strategy within the hotel industry is one of the common situations that are seen in various other industries because of Covid-19. Hence, by adopting a cost management strategy, Harriot Hotel can be able to decrease its cost items, totally eliminate a few of them while increasing the ones that are necessary. 
In Harriot Hotel, the fixed costs are of two types – advertising cost and interest on loans.  However, it should be observed both these fixed costs within the organisation cannot be decreased or eliminated. It is because both these fixed costs are committed and long-term ones and thus, cannot be reduced in the short run. Since Harriot Hotel has an existing loan, it is a compulsion for the organisation to pay interest expenses to repay the loan that it has taken from the bank or any other financial institution. On the other hand, the advertising costs of the company cannot be decreased as well, as advertisements are needed during the post Covid-19 scenario to attract guests to the hotel. 
It will not be possible for the Harriot Hotel to convey customers in the market regarding its safety measures, sanitisation processes and other benefits for them even in the Covid-19. Advertising on these aspects is going to be one of the best ways of conveying customers their benefits of making a stay at the Harriot Hotel along with generating better sales and revenues. However, there are several variable costs in the company as well, which can be altered as per the cost management strategy. The first cost management strategy for the Harriot Hotel is to decrease the organisation’s customer discounts. According to Barua and Levin (2020), during the second quarter of 2020, consumer spending has decreased by about 13.3% on services while the consumer spending capacity has decreased largely. However, in most instances, consumers are reluctant to avail a service if there are huge discounts on it. 
This can be the case of Harriot Hotel as well, as consumers might perceive that the cleanliness and safety measures of the hotel are not up to the mark because of which discounts are being offered. Hence, customer discounts must be eliminated entirely and due to this, consumers in the market will be attracted towards Harriot Hotel while the projected losses of the organisation are going to reduce. On the other hand, the stationeries used in the front desk and restaurant are also a variable cost of Harriot Hotel. However, this cost has great scope of being decreased. It is suggested that the organisation decreases its stationery costs by at least 50% in 2021 and keep the necessary records on computers or laptops. As stationery costs will reduce, the cost structure of the organisation is going to decrease and thus, the profit earned by it can increase. 
Another variable cost of Harriot Hotel is the employees’ wages is suggested on being increased. This is because the hotel industry is mainly a service sector and thus, Harriot Hotel is a service organisation. Especially due to Covid-19, the sincerity and efficiency of employees is going to act as the key source of attracting and retaining customers. Thus, it is suggested that the employees’ wages of the hotel are increased by 10% in 2021 so that they are motivated and work with greater efficiency to generate profits. However, housekeeping and cleaning supplies is a variable cost of Harriot Hotel that can neither be decreased nor be eliminated. This is because cleanliness, hygiene, sanitisation and safety measures of housekeeping are what guests are considering while choosing a hotel for stay after Covid-19. Decreasing these expenses might result in lowering the sanitisation and safety standards of the organisation. Thus, keeping these costs unchanged is also a part of Harriot Hotel’s cost management strategy. All these strategies together can be leading Harriot Hotel towards maintaining its market leading position and changing its forecasted losses to profit in 2021.

[bookmark: _Toc66980390]Conclusion 
Therefore, from this study, it could be identified that there are various kinds of costs spent in a business and there are two key types of cost behaviour patterns. These patterns include variable cost and fixed cost. The discussions assisted in finding out which parts of the cost structure of Harriot Hotel are fixed and which costs spent by it are variable. On the other hand, the ways in which there is an effect of variable costs and fixed costs on a business could be identified. The manner in which the cost management strategy of a company can be developed and applied practically could be found out from the example of Harriot Hotel. It helped in understanding why housekeeping and cleaning supplies cost must be kept changed even when it is a variable cost. The reasons for keeping adveritising cost and interest on loan same, increasing employees’ wages, eliminating customer discounts and decreasing stationeries cost could be understood as well. Hence, this essay assisted in understanding how hotels in the current scenario, especially in the Covid-19 scenario, can manage costs and maintain a leading market position.
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