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Management accounting is the process of analysing the operations and costs of a business with an aim of preparing internal financial records, accounts and reports that enhance the decisions making process of the managers which is vital in the attainment of the business objectives. Management accounting plays a vital role in providing all the crucial business and financial statistics that are vital in enabling a business to provide profitable services and products while providing valuable metrics that enable the management of the business to understand the impact of its decisions on the individual productivity of the products and services. Management accounting also plays a vital role in the launching of new services and products within the business through the provisions of the accurate market picture and a detailed breakdown on the production capabilities. 
Cost behaviour is the sensitivity of costs in relation to changes in sales volume or production. The classification of costs basing on cost behaviour entails; variable costs, fixed costs and semi fixed or semi variable costs. Variable costs vary in line with the activity level within a given time period and relevant range, fixed costs are not influenced by changes in the activity level within a given time period and semi fixed or semi variable costs which are neither absolutely fixed nor perfectly variable. Covid-19 has had a devastating impact on the global hotel industry. It has influenced massive booking cancellations which has led to low booking. Furthermore, closure in hotels has been experienced with a high number of employees being laid off. There has also been postponed capital expenditures and cancellation of dividend payments to avoid bankruptcy and collapse of the industry.  
[bookmark: _Toc67658052]The costs that should be eliminated, decreased or increased to enhance the ability of Harriot Hotels to maintain its market leading position
John D. Brockville established Harriot Hotels in 1941. The hotel has been able to grow over the years hence becoming a key player in the global hotel industry through the establishment of key operations in Africa, Asia, Europe and America. The hotel has been able to realise a steady growth through the aggressive expansion strategy which is financed by loans from major international banks. However, the Covid-19 pandemic has crippled the tourism and hotel industry resulting to Europe and America being hardly hit. Therefore, the hotel’s senior management intends to adopt a cost cutting strategy that is anticipated to minimise the 2021 projected losses as discussed below:
Point: Employees’ wages 
The employees’ wages are part of the hotel’s labour costs which are incurred during the operation of the hotel (Atrill, 2015). 
Explain: Employee wages represent 25% of the hotel’s revenue which is quite high given the current pandemic as the hotel has to spend a quarter of its revenue on paying the wages of its employees. Employee wages are categorised as semi fixed or semi variable costs since they are neither perfectly variable nor absolutely fixed (Drury, 2015). This is because some of the employees at the hotel are paid on variable basis while other are paid on a fixed contract basis. For instance, employees at the low level management such as cleaners are paid on an hourly basis while those at the top level management such as managers are paid on the basis of a fixed contract. Employees at the low level management are paid low wages while those at the top level management are paid high wages. This results to most of the revenue incurred on employees’ wages being fixed. 
Relate: Harriot hotels should focus on cutting down the wages of its employees through minimising the number of employees at the top level management. This can be enhanced through providing attractive packages that will guarantee long term financial security for the managers that are close to their retirement age. 
 Point: Advertising costs
The advertising costs are incurred by the hotel through the promotion of the products and services it offers (Ramiah, 2016). 
Explain: The advertising costs are 12% of the hotel’s revenue. The costs are categorised as managed fixed costs since they are incurred form the current operations of the hotel and the hotel must continue to incur them in the future for continued existence. This costs have no direct relationship with the services and products offered by the hotel (Nhamo et al., 2020). 
Relate: It’s recommendable for Harriot hotels to reduce its advertising costs given the current pandemic which has seen low revenue being incurred in the hotel’s branches within Europe and America. This will enable the hotel to drive its focus towards purpose driven marketing to effectively target and attract customers.   
Point: Interest on loans
This is the amount of money that is paid to the lender for the provision of a loan (Duncan, 2021). 
Explain: The interest on loans is 17% of the hotel’s revenue. The interest on loans is a fixed cost since the interest rate is similar for the entire borrowing period (Atrill, 2015). However, this rate is quite high as compared to 2% to 13% provided by traditional banks in the UK. 
Relate: It’s recommendable for the hotel to shift towards borrowing from traditional banks. This is aimed at minimising the amount of money that will be lost through paying a high interest rate on the loan it borrowed. 
Point: Housekeeping and cleaning supplies
The costs are incurred on the items involved in the cleaning of the hotel (Drury, 2015).  
Explain: Housekeeping and cleaning supplies represent 8.3% of the hotel’s revenue. The costs associated with housekeeping and cleaning supplies are variable costs because they vary based on the volume of item orders placed. The revenue allocated for the housekeeping and cleaning supplies is quite low since preventing the spread of Covid-19 requires high levels of hygiene (Ramiah, 2016).  
Relate: It’s recommendable for the hotel to increase the costs for housekeeping and cleaning supplies since this is aimed at promoting high levels of hygiene which will minimise the spread of Covid-19. 
Point: Customer discounts
This is the cost that is deducted from the nominal value of the products and services purchased by the customers at the hotel (Nhamo et al., 2020). 
Explain: Customer discounts account for 13.3% of the revenue of the hotel. This is quite high since the current pandemic has influenced the productivity levels of the hotel. Customer discounts are variable costs that vary based on the demand for the hotel’s products and services and the revenue generated by the hotel (Duncan, 2021). 
Relate: Harriot hotels should focus on eliminating the customer discounts since they strain the hotel’s revenue given the current pandemic that has influenced the level of productivity.
Point: Stationeries used in front desk and restaurants
This is the cost incurred for the purchase of stationeries that are used at the front desk and restaurants (Atrill, 2015). 
Explain: Stationeries used in front desk and restaurants represent 5% of the revenue which is quite low given the current pandemic that does not advocate for sharing to minimise spread. The costs incurred for purchase of stationeries are variable costs as they vary based on the volume of stationeries that need to be purchased (Drury, 2015). 
Relate: The cost for stationers used at the front desk and restaurants should be increased to aid in minimising the spread of Covid-19 as no sharing of stationery will be tolerated. 
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The future of UK’s hotel industry is likely to base on domestic staycation as a vital source of revenue for industry. Furthermore, private equity is likely to be the largest source of financing for acquisition within the industry. With the lift on travel restrictions the development of quarantine hotels is likely to be promoted as the government is likely to focus on the development of the hotels for the inbound tourists to help curb the spread of the new strains of Covid-19. Harriot hotels should focus on decreasing employees’ wages, advertising costs and interest on loans. The employees’ wages can be minimised through cutting down the number of employees at the top level management by the provision of attractive packages to guarantee long term financial security for the managers nearing their retirement age. Advertising costs should be minimised with an aim of enabling the hotel to focus on purpose driven marketing that effectively targets and attracts customers. The interest on loans should be minimised through shifting towards traditional banks when borrowing money hence minimising the money lost through paying high interest rates. The costs for housekeeping and cleaning supplies and for stationeries used at the front desk and restaurants should be increased to help minimise the spread of Covid-19 at the hotel through eliminating sharing of stationeries and upholding high hygiene standards. The customer discounts should be eliminated as they strain the revenue generated by the hotel since the current pandemic has influenced productivity level. 
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