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Management accounting is accounting of costs of productions or services which helps management to make decisions, to forecast, to understand and to analyse organisational circumstances based on cost related information. Management accounting is also famous with the name cost accounting (Roberts, 2015). As tourism is now one of the main sectors which drives economic growth of many countries, proper management of this sector is mandatory. Because of recession, terrorism, disasters and infectious disease like Covid-19, tourism has been facing many interruptions (Brown, 2016). To give this situation a real face, this assignment will provide the solution of the scenario with the context of Harriot Hotel, a leading hotel industry since 1941.
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In management accounting, there are several cost structures based on variability, relation with production and control over the cost. A thorough and detailed explanation is given here:
Direct costs: direct costs mean directly related costs of production. Raw materials, labour and production distribution costs are perfect examples of direct costs.
Indirect costs: indirect costs are costs that are not directly related and can’t be traced easily. In production, various elements like power and other auxiliaries are examples of indirect costs. 
Fixed costs: in the production sector, there are many costs that do not vary with the quantity of production are called fixed costs. Office and factory rent, labour costs, taxes, fixed interest expenses, depreciation of assets are a few of fixed costs examples (Lewis, 2016).
Variable costs: costs that fluctuate with the increment or decrement of the quantity of production. Generally variable costs increase or decrease for increasing or decreasing production volume and for this reason there are no certain variable costs (Rosenstein, 2017). 
Operating costs: operating costs are incurred to operate day-to-day production of goods or services or other organisational activities. Rental expenses, utility costs and salary are examples of operating costs.
Opportunity cost: opportunity costs are the loss or benefit of choosing one alternative by leaving other alternatives. Suppose that an organisation has the opportunity of investing in two sectors, but the organisation must choose one and leave one. At that moment, the leaving one is the opportunity cost of adopting one (MASSIANI, 2018).
Sunk costs: costs that have already incurred and will not have any effect to make any difference is called sunk costs or historical costs (Avila and Gonzalez, 2017).
Controllable cost: costs that are under the control of management is called controllable costs. Office supplies and stationary, advertisement costs, bonuses and donations are examples of controllable costs for an organisation.
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Among the mentioned classification of cost structures, fixed and variable costs are major and affective typologies. Both fixed and variable costs can affect a business directly and indirectly. We know that fixed costs are strict and will not vary with increment or decrement of production quantity. As fixed costs are not variable, whether an organisation produces goods or not, organisation has to pay these costs and if a business produces more or less than the efficiency, the costs will remain the same (Hammond, 2019). If a business produces more products, production cost per unit will be less and if it produces less, then production cost per unit will be more than usual.  So it is clear that a business must pay fixed costs unless totally shutting down the production system and fixed costs affect both directly and indirectly. Variable costs are not the same as fixed costs.  This type of costs vary with the quantity of production. If a business increases production, then variable cost will increase otherwise not. In marginal production costs, variable cost has a great impact because there is no existence of marginal cost without variable costs (Sorin, 2018).
In the Harriot Hotel, projected cost breakdown of a few numbers of costs for the UK Division is given. In the next section, the reason of increasing, decreasing and totally eliminating of these costs are delineated bellow by using PER Methodology where PER stands for (Point, Explain and Relate):
◙
P- Employee’s wages: this cost is related to the labour costs of Harriot Hotel.
E- This tourism organisation has total revenue of 60000 and expended 25% (15000) to employee’s expenses. It seems that this business organisation is expending one fourth of its total revenue for salary and wages. This cost is basically fixed costs but in most times, business may hire additional employees for additional production. That’s why we can call this item both fixed and variable (Lee, 2019). 
R- Here, Hotel authority should decrease employee’s wages by minimising both fixed and variable portions by offering redundancy packages and using Furlough scheme of the UK government.
 
 
◙
P- Advertising cost: this cost is related to the promotion cost of Harriot Hotel.
E- Harriot Hotel expenses 12% (7000) of total revenue for promoting by advertisement. This is actually a variable cost because this type of cost is not constant and authority can easily alter this cost.
R- This hotel organisation’s advertising cost should be increased because to attract customers and brand promoting, advertisement plays a vital role.
◙
P- Interest on loans: this cost is related to the cost of capital.
E- This organisation pays 17% (10000) of total revenue to the cost of capitals (interests on loans). It is a perfect fixed cost and the most crucial expense. This cost has a great impact on organisational decision making over every issue.
R- It seems that this organisation is expensing a big amount for interest cost. This should be decreased and we need to adopt a less costly source of capital for more profit.
◙
P- Housekeeping and cleaning supplies: this is related to the office supplies costs.
E- Harriot Hotel expenses 8.3% (5000) of its total revenue. This is an operating and variable cost. In organisational context in a pandemic, it seems that this cost is slightly more than usual.
R- Harriot Hotel authority should not eliminate this expense at all but need to decrease because the amount is comparatively greater.
◙
P- Customer discounts: this is related to marketing costs.
E- Harriot Hotel uses 13.3% of its total revenue for customer discount. It is a variable cost and in marketing strategy, it is very much effective to attract customers. By giving more discounts, a business can get more customers and more revenue.
R- In order to allure customers in this pandemic, Harriot Hotel should increase this amount. Because it will increase revenue indeed.
 
◙
P- Stationeries used in front desk and restaurants: this cost is related to office supplies cost also.
E- Hotel authority uses 5% of total revenue in this redundant cost. Though stationaries are needed, the amount is more than usual. This is a variable cost which will be changed if authority wants.
R- The amount of this cost is comparatively high. That’s why this cost should be cut down.
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The hospitality industry of both the UK and the world have been rebounded because of covid-19 pandemic. Because of the pandemic, most hotels in every country have experienced a turnaround. The pandemic makes the economy shaky and for this employment rate decreases and prices of merchandise have increased. Though tourism is one of the main sources of revenue and sector of employment, the pandemic makes the situation turmoil (Parker, 2018). In this crisis moment, appropriate implementation of cost management strategy in the hotel industry.
We know that cost management basically deals with costs. Cost management is the process of controlling the budget of the business. Cost management helps to estimate and allocate budget. To implement a cost management budget in a hotel industry like Harriot Hotel is a methodical process. At first Harriot Hotel cost management had to estimate at the time of operating any project (Fleming, 2020). In the given context, Harriot Hotel projected a cost breakdown where value of revenue is 60000 and authority plans to use 80.6% of the total revenue for the cost of different items. And the Hotel authority wants to make a profit of 12000. During the project, incurred costs should be recorded. To see the result of implementing cost management, authority has to wait till the finish date. After finishing the project, a comparison between projected and actual cost should be made and need to figure out the dearie.
Thus a hotel industry can implement cost management as well and implementing cost management strategy is crucial for evaluating performance and allocating resources properly.  
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As well as other countries, the UK tourism industry is also facing many challenges. Economic growth and employment in tourism fall unwarrantedly. To overcome this pandemic, tourism needs innovative change and strong competition as well as the implementation of appropriate cost management strategy (Ogbeide, 2020). But a bright future depends on proper management. Cost management provides clear and informative support to make decisions. So given recommendations in this assignment should be followed. 
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