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Hotel industry in the global market has attained financial downfall due to the lockdown situation established in Covid-19 pandemic. In this scenario, cost management has become a prior activity for the manager of Harriot Hotel as a fragment of this industry. Hence, effective cost cutting strategy will be designed further based on evidence of revenue and expenses attained by this hotel. NI (Net Income) theory ad agency theory of problem-solving is being demonstrated to align with the cost management design for this hotel to sustain in this pandemic situation. 
Thesis statement of this study is that a reactionary cost management system is effective for processing rational cut expenditure system by improving efficiency and increasing business value.  
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	Net Income (NI) Theory

	Total Debt
	48,000

	Total Equity
	12,000

	 
	 

	Capital Structure
	25.00%


Table 1: NI theory
(Source: MS Excel)
Cost cutting management in Harriot Hotel will be processed based on the service cost structure acknowledging this pandemic situation. As defined by Zhao (2018), theory of NI indicates optimum range of equity is essential for generating high profit in a crisis situation. In this situation it is observable that the debt range of this hotel can be depreciated by 25% range based on its low equity value. On the contrary, reduction of expenses based on customer cost structure would have been profitable for this company to depreciate financial expenditure based on fixed costs. As indicated by Tsionas (2020), reduction of fixed cost in hotel industry results in the downfall of performance level in a market. Application of service cost reduction will be managed through business value driven strategy of “value optimisation”. Thus, it can be determined that following this theory Harriot Hotel will be able to gain high performance level in this pandemic situation.  
John D. Brockville established this hotel in 1941 that has been growing steadily in Africa, Asia, Europe and Americas. In the views of Rueda-López et al. (2021), application of cost reduction in “product-line cost structure” in pandemic situation is effective for coursing “short-term reductions, programmatic cost optimisation through ongoing value optimisation. However, Harriot Hotel requires prioritize and plan business outcomes in global market by maintaining or rather improving its business value. In this situation, incorporation of cost reduction method in service cost structure of this hotel will be profitable for the manager to sustain efficiency in the global market.  As assessed by Filimonau et al. (2020), renegotiating “cut expenditure” method in product cost structure of hotel industry generates feasible performance range enhancement. Nevertheless, this approach generates high operational expenses that are unpredictable for a manager. Therefore, it can be highlighted that cost reduction in service cost structure of Harriot Hotel will be financially profitable addressing this pandemic situation.  
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Figure 1: Risk-Reduction ROI
(Source: MS Excel)
In the previous discussion, it has been indicated that rationalised cost cutting method will be implied for Hotel Harriot to gain maximum profit in this pandemic situation. As defined by Anguera-Torrell et al. (2020), rationalised system of cutting cost implies deduction procedure for fixed and variable cost of an organisation based on hotel industry. Fixed cost involves “interest expenses, taxes, property, insurance, salaries, ad rental lease payments” of this hotel. On the contrary, variable costs of this hotel include “utility costs, raw materials’ cost, cost of direct labour, and sales commission”. As indicated by Japutra and Situmorang (2021), acknowledging “structured spend optimisation” method is quintessential for a manager in hotel industry to gain effective business outcomes. In this situation, pandemic outbreak has deteriorated customer base level for Harriot Hotel that needs to be compromised through the implication of effective cost reduction method. Thus, it can be determined that effective Risk-reduction ROI (Return on Investment) method will be feasible for attaining reduction in expenses.  
	Item (£m)
	Value
	As a percentage of revenue
	Reduction in Risk
	Cost of Control
	Risk-Reduction ROI

	 
	 
	 
	 
	 
	 

	Revenue
	60,000
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	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
	5,000
	8.30%
	4980
	1.00
	12.10

	supplies
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	Customer discounts
	8,000
	13.30%
	7980
	1.00
	7.54

	 
	 
	 
	 
	 
	 

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

	and restaurants
	 
	 
	 
	 
	 


 Table 2: Risk-Reduction
(Source: MS Excel)
Anticipated outcomes of risk-reduction ROI has been displayed above to be 5.77% for interest on loans and 12.10% for Housekeeping and cleaning supplies. In the views of Yu et al. (2021), deduction in service cost structure can be determined as an effective step for hotel industry to gain high profit through service-based expense reduction. Implication of cost reduction method in these two services of Harriot Hotel will allow the manager to avoid discrepancies with employees regarding their wages. This process will be beneficial for this hotel to avoid job-role termination process for gaining profit in this pandemic situation that has been implied by maximum fragments of hospitality industry. However, decreasing these service costs will affect customer perception towards this hotel. As assessed by Hao et al. (2020), influencing the buying behaviour of customer is possible for hotel industry through the provision of “high quality services” in the global market. Nonetheless, in this situation, Hotel Harriot will be managing its customer service enhancement process after the termination of lockdown period through innovation. Therefore, it can be highlighted that effective measures for cost cutting in service cost structure of this hotel will be decreasing its variable costs and avoid elimination of any other costs.    
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Figure 2: Agency Theory
(Source: Self-created)
Practically cost management strategy applied by Harriot Hotel will be based on depreciation of its variable costs as demonstrated previously by its newly appointed manager. As defined by Parker et al. (2018), agency theory determines an organisation to employ an agent of cost reduction by developing contracts regarding principal based on maintaining brand image for gaining valid outcomes. Manager of this hotel has been appointed as the agent to reduce expenses through strategic cost deduction process. This operation has been defined earlier to be utilising a rationalised process for avoiding the reduction of payoffs and incentives of employees. On the contrary, this theory emphasises on the management of cost through the involvement of expense reduction in these elements. Avoiding these criteria will be elevating risk in long-term operations of this hotel in the global market. As indicated by Rueda-López et al. (2021), in this pandemic situation uncertainty of economic policies is a significant risk for hotel industry to experience critical downfall of financial context. Thus, it can be determined that cost reduction in service based cost structure has a possibility of reducing profit income for Hotel Harriot to question its sustainability in the international market.  
	Rational Cost Cutting
	Before NI
	After NI

	 
	 
	 

	Employees’ wages
	15,000
	11,250

	 
	 
	 

	Advertising cost
	7,000
	5,250

	 
	 
	 

	Interest on loans
	10,000
	7,500

	 
	 
	 

	Housekeeping and cleaning
	5,000
	3,750

	supplies
	 
	 

	 
	 
	 

	Customer discounts
	8,000
	6,000

	 
	 
	 

	Stationeries used in front desk
	3,000
	2,250

	and restaurants
	 
	 

	 
	 
	 

	Efficiency Ratio
	133.33%


Table 3: Rational Cost Cutting Output
(Source: MS Excel)
It is observable in the above table that high efficiency range can be obtained through the incorporation of product line cost structure. In the views of Filimonau et al. (2020), depreciation of variable and fixed cost range of hotel industry becomes possible through the application of cost reduction in product line structure. Hence, depreciation in all the factors of Hotel Harriot has been conducted above to gain an efficiency range of 133.33% in the global market. However, cost reduction strategy has been maintained to be rationalised as discussed earlier [Refer to Appendix 1]. This process will be highly profitable for this hotel to sustain in the market after pandemic situation. Maintaining suitable employee motivation range as the value of this hotel will be possible through the reduction of employee wages by nominal range as denoted above. As assessed by Anguera-Torrell et al. (2020), through the provision of sufficient wages to workers retailing sustainable employee motivation level becomes possible for a manager in hotel industry after pandemic. In this scenario, the manager of Hotel Harriot will be able to channel motivation without any constriction due to avoidance of job termination process. Therefore, it can be highlighted that this cost management process based o product line structure will be feasible for Harriot Hotel for maintaining its business value in this pandemic situation.   
[bookmark: _Toc67318955]Conclusion
Cost management through rationalised strategy has been determined for Hotel Harriot to gain maximum profit in 2021 for pandemic outbreak. Reduction of cost in service structure of this hotel had been determined to be feasible based on NI theory of capital structure. However, this strategy did not generate optimum benefits for this hotel to sustain in the long-run. In this scenario, agency theory determined an effective solution to imply cost reduction in product line structure due to low risk rate. Implication of rationalised cost reduction method has been generating substantial efficiency ratio for this hotel to sustain with high employee performance for maintaining business value.   
Therefore, thesis statement of this study stating that a reactionary cost management system is effective for processing rational cut expenditure system by improving efficiency and increasing business value has been met.  
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(Source: Self-created)
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