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Introduction 
[bookmark: _Toc67302253]In this report the various costs incurred by the Harriot Hotels will be analyzed and classified into fixed or variable costs. Management accounting refers to that branch of accounting which is used by the managers to take various decisions. It is an important tool for accounting as it is prepared by the management of any firm to taking various important decisions which impact the revenue and overall profitability. The cost is divided into 2 types on the basis of their behavior. It included the fixed cost and the variable cost. The fixed cost remains constant and is not changed with the level of production or sales. The variable cost is he cost which changes with each extra unit of production. The hotel industry all over the world and in U.K. is most adversely affected by the Covid – 19.
Harriot Hotel was established in the year 1941 by John D. Brookville. Over the years it has been the top hotel with business in various places of America, Europe, Asia and Africa. Recently due to Covid 19 pandemic, the CEO of the hotels Jim Trulley, made a statement in the general meeting that 2020 has been the worst year ever for the Harriot Hotel business. The hotels have decided to implement a cost cutting strategies in order to reduce the projected loss for 2021. (Gursoy & Chi 2020)
Projected Cost Breakdown for UK Division
The total revenue for the year 2020 is 60000 (m£). (Ketchum 2018)
Item (£m)
	
	Value
	As a percentage of revenue

	Employees’ wages
	15,000
	25%

	Advertising cost
	7,000
	12%

	Interest on loans
	10,000
	17% 

	Housekeeping and cleaning supplies
	5,000
	8.3%

	Customer discounts
	8,000
	13.3%

	Stationeries used in front desk and restaurants
	3,000
	5%


[bookmark: _Toc67302254]Employee’s wages 

Point: It refers to the total employee cost incurred by the Harriot Hotels 
Explain: The employee cost is 25% of the total revenue receipts of the hotel. It is quite high as the hotel spends approximately 25% of its total revenue for the year in labor cost and that too is spent at the time of lockdown. It includes both the fixed elements as well as the variable cost element. As the manager’s salary and supervisor’s salary etc. is fixed whereas there may be some employee staff that may be paid on hourly basis for the work done. But since the salary of manger is much more than then lower hotel staff, it would not be wrong to conclude that large portion of employee wages is fixed.
Relate: It is advisable to the hotel staff to reduce their employment cost of management staff by providing them with various other benefits. (Sherman 2018)

[bookmark: _Toc67302255]Advertising Cost 

Point: It refers to the total cost on advertisement by hotel in advertisement.
Explain: The advertisement cost is 12% of the total revenue receipt of the hotel. It means that 7,000 (m£) in year 2020 is spent on advertisement by the firm which is a huge amount of expenditure by the firm. Since the hotel has been established from the year 1941 and is quite renowned hotel, still it is relying on heavy marketing of their hotel. Advertisement Expense is a fixed expense incurred by the hotels since it is not determined by the level of sales volume. 
Relate: It is advisable by the hotel staff to reduce their total advertisement cost since it is a well-established hotel chain and can reduce the total cost incurred. (Lai & Wong 2020)



[bookmark: _Toc67302256]Interest on Loan 

Point: It refers to the total cost incurred by the firm on giving annually or half yearly the amount of interests on the amount of loan taken.
Explain: Almost 17% of the revenue receipt of the hotel is paid as interest by Harriot Hotel. It is quite high amount for interest payment. The cost item comprise of fixed cost as the amount of interest on loan is fixed and is not influenced by the level of sales revenue. The loan may be taken to fulfill where short term and long term purposes of the business.  Loan could be taken for carrying on the day to day operations in the firm and also for making capital investments.  The total interest cost incurred is fixed cost in nature.
Relate: It is advisable to the hotel management to reduce their interest cost as it can be reduced by paying off its loan taken and not taking loans for the reasons which are not crucial for efficient working of the hotel.

[bookmark: _Toc67302257]Housekeeping and cleaning supplies

Point: It refers to the total expense incurred by the hotel on cleaning and housekeeping and maintains the overall hygiene and cleanliness in the hotel. 
Explain: Housing and cleaning expenses is 8.3% of the total revenue which is quite appropriate. It means that Harriot Hotels spend 8.3% of its total revenue in cleaning and housekeeping supplies. Since the Covid – 19 pandemic maintaining cleanliness and hygiene has become so important. It is really crucial for the business to sanities regularly. The cost of cleaning and housekeeping supplies is majorly a variable expense incurred by the hotels as it can be changed with the number of rooms supplied in the hotel to customers for their stay. As sanitizing and cleaning the rooms before and after each stay is really important during the time of pandemic. 
Relate: It would be advisable to Harriot hotel management to increase the total cleaning and housekeeping supplies as it is really important in this time of pandemic to sanitize and maintain cleanliness. As it will help in creating a brand image and maintain the goodwill for Harriot hotel.  (Shin & Kang 2020)
[bookmark: _Toc67302258]
Customers Discount 

Point: It refers to the total cost incurred on providing discounts to the consumers.
Explain: Customers discounts for the Harriot Hotel are 13.3% of the total revenue of the hotel it is quite high. This means that the total expenditure incurred by the hotel on providing discounts to its customers is 8000 (m£). Customer discount is provided by hotel to customers to encourage them to book more rooms and increasing the total revenues for the hotel. It is variable cost in nature as it is provided to the customers for booking rooms in the hotel. It varies as the number of customer booking rooms in the hotel varies. It is provide to sustain old customers and increase the total number of customers for the hotel. It is required by the hotel management to increase the total booking and therefore the total revenue for the hotel.
Relate: It would be advisable to Harriot hotel to decrease the discount given to its customers as there is a negative impact on the total revenue and profits of the hotel due the Covid – 19 pandemic. It is advisable to decrease the total amount of consumer discounts given as it could impact the total profitability of the hotel and the hotel should also not spend too much on consumer discounts and maintain their brand image.

[bookmark: _Toc67302259]Stationery used in Front Desk and Restaurants

Point: It relates to the total cost incurred on purchase of stationery items used in front desks and restaurants. 
Explain: Stationery used in Front Desk and Restaurants is 5% of the total revenue received by the hotel. This means that Harriot Hotel spend 5% of its total revenue on stationery used in Front Desk and Restaurants. (Alrawadieh, Alrawadieh & Cetin 2020) This cost is of variable cost as it may vary with the level of revenue. It may be mainly comprise of stationery items used by the hotel.
Relate: The total cost on Stationery used in Front Desk and Restaurants can be eliminated by the hotel management to a large extent. A total cash free approach can be used by the hotel as it is beneficial for the hotel staff as it will reduce total cost and it is overall environmental friendly to use less paper. It will help in increasing the goodwill for Harriot Hotels. 
[bookmark: _GoBack]
Conclusion
As per the above analysis of the Harriot Hotels it can be analyzed that the total revenue of the hotel is 60000 (m£). The total expenses incurred are 80.6% of the total revenue and the gross profit is 19.4% for 2020. In the year 2021 Harriot hotel should put in more efforts to increase its gross profit and total revenues. (Jiang & Wen 2020)
The hotel industry was the worst affected from the corona virus, 2020 was officially declared as the worst year by Harriot Hotels, but in the future the total profits and overall revenue could increase for the hotel. This could be down if the hotel follows the safety guidelines issues by the government and follow proper cleaning and sanitizing. A recommendation to the hotel was given to decrease its employee wages, advertisement expenses, interest on loans and discounts to customers. The hotel should increase the expense on housekeeping and cleanliness supplies and should try to eliminate the stationary used in front desk and reception cost.
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