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Management accounting is concerned with processing and presenting the accounting data for making effective decisions in a business organisation (Weetman, 2019). Analysis of various types of cost structures is an important area in management accounting that helps the managers in managing and controlling the costs in the organisation. Harriot Hotel which has grown to be a key player within the global hotel industry had also been hit by Covid-19 pandemic like other hotels. In spite of the downturn caused by the pandemic, Harriot Hotel maintained its expansion strategy in Mainland China so that the senior management of the hotel has planned for a cost cutting strategy for reduce the losses. Projected cost breakdown for UK division of Harriot have been assessed to decide on the costs to be eliminated, increased or decreased.
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Cost structure includes all the costs and expenses incurred by a business in conducting its operations (Weygandt, et al., 2018). It shows the relative proportion of fixed and variable costs that a company incurs. Cost structure has a significant effect on profitability of a business firm and is directly related to nature of activities of a business. Fixed costs are those costs which remain constant up to a certain level of production. Rent, wages, direct labour, electricity bills, interest expenses etc. forms the fixed costs of a company. Variable costs are those costs that vary directly with the amount of production or various levels of business activities. Direct materials consumed, commissions, marketing expenses etc. forms part of variable costs and higher the production or the activity levels in a business organisation, higher the variable costs. 
Fixed and variable costs would differ from industry to industry (Carey & Knowles, 2020). Identification of cost structure is to allocate the costs between fixed and variable costs to different projects, departments, services and product lines etc. This would help business in easy identification and calculation of profits with each product or service line. Appropriate cost structure is needed in a business to avoid under/over pricing of the products or services. Overpricing might lead to losing of business to competitors whereas under-pricing leads to erosion of capital. Selection of appropriate capital structure would help the business in identification of most profitable and less profitable products so that unprofitable products can be eliminated. It helps in improving the profitability of business and helps to identify the scope to cut costs, and thus take effective decisions. 
Cost management strategy is an important tool in reducing the total costs incurred by a business organisation which improves the strategic position of the business (Li, 2017). Cost cutting strategy along with increasing the room capacity in Harriot hotels in Mainland China have been decided by the senior management to prevent the losses in 2021. Following costs have been analysed to decide on whether to increase, decrease or eliminate to maintain market leading position.
Employees’ wages 
Employees’ wages are fixed costs as they have to be incurred irrespective of the revenue of the business organisation (Holm, 2018). Under the current scenario, employees’ wages account for 25% of revenue and it is highest amount of expenses incurred in Harriot Hotel. Wages can be variable when it is based on hourly production rate, over time wages etc. Employee wages cannot be eliminated by Harriot Hotel as labour is an essential factor in the hotel industry for maintaining the business and thus profitability. Lack of motivation among the employees due to unattractive payment system would affect their contribution to the organisation and thus the growth and reputation of Harriot would be at stake. Staff redundancies would also lead to expenses as the employees would have to be paid the redundancy costs especially during the time of pandemic. However, Harriot hotel could think of outsourcing cheap labour from some other countries so that the expenses in the form of wages can be reduced. Although cheap labour can be employed for cost cutting strategy, Harriot should be cautious that skilled labour is maintained in the organisation which is an essential factor in meeting the competition, earning profits, building up reputation and thus maintaining market leader position. 
Advertising cost
Advertising cost is a form of marketing expense and is directly related to the revenue of the business organisation (Drury, 2018). It can be classified as a variable cost although, it represents a discretionary fixed cost so that the level of spending is dependent on management decision and can change from one budget period to next. Advertising cost in Harriot Hotel accounts for 12% of revenue which is not that much significant compared to employee wages, interest on loans and customer discounts. Advertising costs cannot be eliminated as marketing is essential for enhancing the business activities of Harriot. It is essential for Harriot Hotels as it has maintained the expansion strategy in spite of the pandemic so that advertising is needed for attracting new customers and maintaining existing customers for increasing the room capacity in Mainland China. However, Harriot Hotels can decrease the costs related to advertising through development of a focused advertising plan which is comprehensive in nature. A change over from traditional form of advertising to online methods of advertising helps in reducing the marketing expenses (Kotler, et al., 2019). Harriot Hotel could set up blogs, websites etc. wherein they can post the photos, feedbacks of customers etc. which would help in attracting new customers. Marketing audit would also help Harriot in controlling the costs.
Interest on loans
Interest on loans are fixed costs and do not vary in accordance with the revenue levels in the business organisation (Hanif, 2019). Interest on loans in Harriot Hotel accounts for 17% of revenue and is the second largest source of cost for the organisation. Interest on loans cannot be eliminated in full as interest is a tax deductible expense even though it reduces the net profits of the hotel. Interest on loans can be reduced through reduction of debt in the capital structure. Loans should be repaid to some extent so that Harriot Hotel would not have to take up the burden of interest cost during the time of pandemic. Reducing debt in the capital structure of the organisation would decrease the financial leverage and lowers risk in the organisation. Reduction of interest costs along with decrease debt in capital structure would attract the investors to invest more in Harriot which would help them in maintaining the market leading position. 
Housekeeping and Cleaning Supplies 
Housekeeping and cleaning supplies are variable costs as they relate to revenue levels and business volume (Davis & Davis, 2019). It is a variable cost as it directly relates to the hotel occupancy of Harriot so that housekeeping costs increase as the hotel occupancy increases and decreases as the hotel occupancy decreases. It accounts for 8.3% of revenue and is comparatively lower with respect to other costs. As Harriot hotel is into expansion strategy through increasing room capacity in Mainland China, housekeeping and cleaning supply costs would have to be increased. Increases housekeeping and cleaning would be required to maintain the quality of the services provided by the hotel. Harriot Hotel would be required to more cautious in maintaining cleanliness and sanitisation process in the rooms and premises due to the covid-19 pandemic. However, the management of Harriot should be careful in allocating the money into housekeeping and cleaning supplies as there could be chances of wastages which might lead to overspending. Appropriate control system would ensure that money is not wasted into unproductive activities and would be channelized for offering quality services to the customers. 
Customer Discounts
Customer discounts are variable costs as they depend on the business volume and revenue levels (Wagen & White, 2018). Customer discount accounts for 13.3% of the revenue and is the third largest source of costs for Harriot Hotel. It cannot be eliminated in full as promotional offers in the form of customer discounts are the most effective ways for hotels to increase their customer volume. Customer discounts in the form of coupon codes boosts the number of bookings in the website. Customers satisfied by promotional accommodation experience can be turned into permanent customers. However, customer discounts should be reduced and maintained to a level that is needed for maintaining the business in the hotel. Discounts should be increased or decreased according to the business volume and Harriot should be cautious in providing the discounts during the period of pandemic. Business volume or the revenue levels in the hotels would be lower when the economy is under a downturn so that discounts should be offered as per the business conditions. Higher levels of customer discounts can be viewed with lower perceived value so that it could be misinterpreted as reduction in quality of services provided (Sampson, 2018). High customer discounts can also lower the profitability of Harriot Hotel. 
Stationeries used in Front Desk and Restaurants
Stationeries used in the business is a variable cost as it depends on the business volume and revenue levels (Gursoy, 2017). It accounts for only 5% of revenue levels of Harriot Hotel and is the least significant cost in the hotel. Cost of stationeries used in Harriot cannot be reduced and should not be eliminated as it is necessary for the business for its running. It can be increased depending up on the sales volume that would be generated in the future as a result of expansion strategy. Stationeries like computer, card machines etc. used in front desk should be repaired and maintained in good quality for effective operations in the business.
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From the above discussions it could be concluded that cost cutting strategy is necessary for Harriot Hotel to maintain the market lead position in the industry. Although the costs in the projected cost break down structure cannot be eliminated in full, many of the costs like customer discounts, interest on loans could be reduced to some extent for better management of business in the Hotel. 
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