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One of the prime focuses of management and cost accounting is to understand the nature of costs associated with a job or business, and measuring the impact of the costs on the business decisions (Blocher, et. al., 2019). However, the underlying cost structure of any organisation can reduce the externalities by reducing the relativity of the costs to the overall business size. Redesign of cost structure is supposed to have far-reaching effects on the future financial performance of businesses (Kaplan, 1984). In this connection, strategic managers of the key players like Harriot Hotel of the UK’s hotel industry should identify, assess and reposition the nature and extent of costs to serve clients.
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There are multi variants of costs that a business might have to incur to continue its operation towards earning the desired level of revenue. The variations of the costs in a business can be categorised into different segments in different points of view. Mostly, the costs are itemised into different types depending on the nature, purpose and frequency of each cost within a business context (Seal, et. al., 2006). 

Primarily, the costs are divided into either fixed or variable category depending on the variability of the costs with the level of output. Fixed costs are determined and maintained at a constant level by the finance manager irrespective of the changes in the output level (Bromwich and Bhimani, 2005). However, variable costs are functional with the changes in the level of output of a business, and are determined by the units of products produced or quantity of service rendered (Bhimani, et. al., 2019). Similarly, costs can be tagged as either direct or indirect considering their involvement with the core production or service function of the business. 

From the projected cost breakdown of Harriot Hotel, a clear picture can be obtained about what sorts of costs the hospitality giant has to incur to serve its UK-based clients. Below provided the type of each of the cost and proper rational behind the categorisation:

	Cost of Harriot Hotel
	Type of cost

	Employees’ wages
	Fixed cost

	Advertising cost
	Fixed cost

	Interest on loans
	Fixed cost

	Housekeeping and cleaning supplies
	Fixed cost

	Customer discounts
	Variable cost

	Stationeries used in front desk and restaurants
	Variable cost



Employees’ wages: Fixed cost. Usually, wages in the manufacturing firms can be variable or semi-variable since it depends on the level of production in those firms. But, in case of service business like Harriot Hotel, employee wages should be fixed in nature irrespective of how many clients have been served. 

Advertising cost: Fixed cost. Management decides how much to incur for advertisements and promotions of the hotel business. It does not vary with the volume of service rendered by the hotel staffs.

Interest on loans: Fixed cost. It is paid out on the outstanding loan amount the Hotel have borrowed from banks or other lenders. It is not traceable with the volume of guests served in the hotel.

Housekeeping and cleaning supplies: Variable cost. The cost will incur only if a guest checks in the hotel and enjoys a service for which a predetermined amount of housekeeping and cleaning supplies will be required. 

Customer discounts: Variable cost. A customer will get discounts from the hotel only during the time of rendering service which makes is variable with the number of clients served in the hotel establishment.

Stationeries used in front desk and restaurants: Variable cost. This cost will change with the number of guests coming through the front desk or sitting down in the restaurant for a bite to eat. 

The cost structure of any business refers to the level of cost types that a business incurs to carry out its core operating activities (Horngren, Foster and Datar, 2001). As per the projected cost breakdown of Harriot Hotel, the cost structure is constituted with 67% of fixed costs and 33% of variable costs. However, cost pool or allocation are not of much implications since the business is service oriented.
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Fixed costs and variable costs of a business have far-dispersed effects on the profitability of the enterprise. The optimal cost structure can result in a robust net profit towards paying out the maximum possible return to the investors. Fixed costs if incurred in larger volume without having a proper synchronisation with the level of output can provide in shrunk operating as well as net profit of the business (Kaplan and Atkinson, 1998). On the other hand, uncontrolled and deficiently designed variable costs of core business operation can reduce the profitability of the business in the very beginning (Kaplan and Atkinson, 1998). Arguably, fixed costs can be absorbed smoothly by the higher number of services rendered and in turn can result in an optimal profit margin. Similarly, the variable costs can be manipulated and controlled if the economy of scale can be achieved and huge traffic can be drawn to take the service offered by the business. 

From the projected cost breakdown statement of Harriot Hotel, it can be inferred that two-third potion of the total costs are constituted by the fixed costs. As such, the financial managers are on a vantage point to reorganise and redesign the cost structure by making most of the reduction in the fixed costs heads towards lessening the projected losses anticipated in 2021.

	Cost of Harriot Hotel
	Assessment towards costs

	Employees’ wages
	To be maintained at par

	Advertising cost
	To be decreased

	Interest on loans
	To be decreased

	Housekeeping and cleaning supplies
	To be maintained at par

	Customer discounts
	To be increased

	Stationeries used in front desk and restaurants
	To be decreased



The suggestion for the manager would be to undertake proper attempts in making significant cuts in advertising cost, interest on loans and stationeries used in the business. Cutting advertising cost cannot affect business abruptly in 2021, rather planning with the minimum cost in promoting the business operation will position the enterprise where it can encounter more flexible business volume with larger markup. Moreover, reduction of usage of stationeries will hardly affect the business volume if the guests can make understood of the situation, and compensated with superior service quality. The loans on interests will be burdensome during the time of hardship in earning high profit figure. Higher cost of debt will lead to lower profit margin, and as such, will reduce the profitability of the business with lesser investors’ return. Hence, this cost head should be considered for a cut.

The finance managers are suggested to maintain employees’ wages and housekeeping and cleaning supplies. This will ensure job satisfaction among the staffs to motivate them in providing superior quality service with a motive to stimulate returning and referring customers. Moreover, maintaining the proper service quality will require incurrence of the benchmark cost of housekeeping and cleaning supplies for rendering service to a single customer. Lastly, the managers should positively consider increasing the customer discounts in order to drive in more traffic to the hotel and taking any hospitality service. This can lead to higher volume of business and in turn generate more than the expected level of profit by absorbing the other unavoidable costs. 
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The Covid-19 pandemic had high magnitude of effects on the tourism and hospitality business around the world, and Harriot Hotel in UK is no different to the fact. Due to severe adversity in the health issues, many of the governments have imposed lock downs which in turn indicated to travel bans and blockage in the way to the restaurants (Bonfanti, Vigolo and Yfantidou, 2021). In this situation, most of the hotel chain, even the international leaders and key players of the global hotel industry have encountered unanticipated losses due to the sudden and undesired outbreak of deadly Covid-19 disease (Im, Kim and Miao, 2021). To deal with the economic downturn of the business, the finance managers have much to do with their contribution to the hospitality business during the post-pandemic period. And that involves significant involvement in management of business costs and ensuring proper utilisation of the available or can be made available resources.

As argued by Ruetz and Marvel (2011), most of the financial key managers of renowned hotels are involved in cost-cutting activities for ensuring the required level of operating profit for the sustainability of the business. In the post-pandemic context, business managers must remain much more vigilant in similar types of strategies for turning the losing venture back into a profitable enterprise again. Jones (1998) delineated that most of the hotel businesses in the UK undertake cost review approach for growing the business size and sustain the growth with continuity of such cost management strategy. Global hotel giant like Harriot should concentrate more on how to retain their indirect costs within a minimal level in order to reduce the overall expenses of running business. In the context of post-pandemic era, the hotel group is still thinking of expanding business in China to grab more market shares to cover up the anticipated the global losses in other regions. In pursuit of that, the tendency of the hotel group indicates that it will rely upon bank financed which may further increase their cost of funds, which is undesirable at this situation. 
[bookmark: _Toc68434242]Conclusion

In the post-pandemic period, dealing with the economic downturn and rectifying the stagnant business situation are the biggest challenges for top industry players like Harriot Hotel. But, by rearranging the cost structure and redesign the extent of fixed as well as variable cost of service, the hotel management can minimise the losses that have been incurred from the outbreak of Covid-19 pandemic.
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