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Management accounting is accounting for managers that are used for determining different affairs and performance of business. It is important for planning and executing management reports and statements. Cost behaviour is manner in which expenditures are impacted by changes in business activity. As per behaviours, costs are fixed, variable or mixed. The study sheds light on cost structure analysis of Harriot Hotel. Harriot Hotel operates in hospitality sector or hotel industry of UK. Industry analysis shows that global hotel industry is drastically hit by Covid-19 pandemic. It has impacted both revenue and supply chain of sector. Covid-19 has negatively impacted on footfall of hospitality business in UK 2020. Whether cost item of Harriot Hotel increases, decreases or eliminates is discussed in the study.  
[bookmark: _Toc67143145]Cost structure analysis
Cost structure analysis shows relative proportion of each cost item in organisation. Cost structure determination provides good understanding of operating expenses and revenues (Drury, 2018). Cost structure analysis has been conducted for Harriot Hotel. Harriot Hotel is key player in global hotel industry. It was started in 1941 by John D. Brockville. Aggressive expansion strategy of Harriot Hotel is financed by loans of international banks. As per CEO of Harriot Hotel, 2020 was worst year for them due to Covid-19. Senior management of Harriot Hotel aims to implement cost-cutting strategy for reducing projected loss by 2021. Cost cutting strategy for Harriot Hotel is discussed as under:                  
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Point: Customer discount is related within sales revenue of Harriot Hotel. The hotel provides discount of £8000m to customers. Harriot Hotel has £60000m total sales and customers discount is 13.3% of sales. 
Explain: Providing such a higher amount of discount in pandemic is not useful for increasing sales. Customer discount is variable cost of company as it varies as per total level of production. Customer discount would be helpful for attracting some customers' base, but during pandemic, most of the customers postponed travelling due to safety issues. Ensuring appropriate safety of customers and staff members would help in increasing customers’ base (Ussahawanitchakit, 2017).   
Relate: It would be advisable to Harriot Hotel that eliminating customers discount during pandemic would be helpful. Instead, management may increase efforts of safety measures and messages must be conveyed to customer base about safety and security measures to customers. Alonso et al. (2020) has stated that revenue of customers increases as per increase in total customer base. Thus, Harriot Hotel must provide discount after increasing its customer base while operating in UK’s hotel industry.    
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Point: Housekeeping and cleaning supplies are associated with maintenance charges of hotel it is required for providing adequate services to customers. Housekeeping & cleaning expenses in Harriot Hotel is £5000m which is 8.3% of sales revenue.   
Explain: In Covid-19 pandemic, requirement of safety and hygiene has been increased (Van Ginneken, 2019). In hospitality sector, need for clean environment has increased as per health & safety policy of government. Hospitality sector of UK has launched Covid-19 safety scheme for preventing spread of virus (Theguardian, 2021). Housekeeping and cleaning supplies act as fixed expenses of Harriot Hotel. Expenses on housekeeping are budgeted by senior management while setting financial plan of business.      
Relate: It can be advised to Harriot Hotel that increasing expense of housekeeping and cleaning supplies would be useful. It would help business in increasing cleanliness and neatness in hotels which helps in preventing spread of virus. Amount of housekeeping and cleaning supplies can be structured by Harriot Hotel as per requirement of pandemic situation. As inspired by Uğur and Akbıyık, (2020), a higher expense of cleaning and safety measures would help in operating soundly in global hospitality sector.  
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Point: It is related to services provided to customers and sale revenue of Harriot Hotel. In front desk and restaurant’s stationery, Harriot Hotel spends £3000m. This expense is 5% of total sales.      
Explain: Front desk and restaurant stationery is variable expenses of Harriot Hotel. Spending on these items increases as per requirement and financial plan of hotel in particular year. Spending £3000m on front desk and restaurant stationery is slightly higher for restaurant. Customers are key stakeholders for tourism industry (Jahan and Jahan, 2020). Moreover, employees, shareholders, higher executives, suppliers and inventors are also key stakeholders of Harriot Hotel. According to Pham et al. (2021), Covid-19 has direct impact on stakeholders of tourism industry. Along with front desk and restaurant’s supplies, expenses must be made on items like hand washes, masks, and sanitizers for maintaining security.       
Relate: It can be recommended by Harriot Hotel that expense on front desk & restaurant supplies should be slightly decreased. In case of front desk & restaurant supplies items like mask, sanitizer and hand washes should be included for maintaining safety for staff members and customers.   
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Point: Advertising cost has direct relationship with sales revenue of Harriot Hotel. In management of Harriot hotel, £7000m is spent on advertisement. Such amount is 12% of total sales revenue. 
Explain: Advertising costs are a fixed cost of organisation. Spending on advertising is set by venture at the time of setting a financial plan of the budget of business (Assaf et al. 2017). In Harriot Hotel, a higher amount is spent on advertisement. In a pandemic situation, spending such a high amount of advertisement is not worthy for Harriot Hotel. Harriot Hotel must decrease its spending on advertising. Advertisement is directly related to sale of an organisation (Usenko et al. 2018). However, conducting physical advertisement and marketing in global lockdown situation is tough.    	
Relate: It can be advisable to Harriot Hotel that instead of spending higher on physical advertisement and marketing, emphasis should be made on social media marketing and online advertisement. It would help the company in directly interacting with customers and promoting their services to a large customer base. 
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Point: It is related to the aggressive expansion plan of Harriot Hotel. Interest on loan is provided by Harriot Hotel to major international banks as capital is raised by the hotel for expanding business. Harriot Hotel pays £10000m which is 17% of total sales. 
Explain: Loan interest can be fixed or variable expense of company. A company can raise funds through fixed interest rate loan or variable interest rate loan. According to Paulican (2017), raising funds through loans depends on requirements of company. In Harriot Hotel, fixed rate loan is obtained by Harriot Hotel as it pays interest on loan once a year. But, the presence of such an expense in company declines the profitability of venture and enhances credit risk for business. So, such expenses must be eliminated by Harriot Hotel. 
Relate: It is advised to Harriot Hotel that instead of raising funds through loan, the company can raise additional funds from equity or utilised retained earnings in operations. Using equity funds would help Harriot Hotel in solving liquidity issues and also help in the decision make process of senior management.  
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Point: Employees’ wages are the labour cost of Harriot Hotel. It is related to services provided by Harriot Hotel to its customers. The company spends £15000m on employees’ wages and salaries. Expense one employee wages are 25% of sales revenue.  
Explain: Presence of 25% expense on employee wages is quite a higher amount for Harriot Hotel. The company spends a quarter amount of revenue for paying wages and salaries to employees. But, paying such a higher amount in global pandemic situation can be questionable. Expenses made on employee wages are mixed expenditure of Harriot Hotel. As per Vij (2012), wages provided to lower level staff members are hourly paid which are variable expenses. Salaries given to higher executives and managers are fixed expenses as they are paid on fixed term. But, salaries given to senior staff is higher from wags of operating and lower level staff. Thus, employee wages of Harriot Hotel can be considered as fixed expenses.      
Relate: It can be advised to Harriot Hotel that wages given to lower level staff members must remain the same and salaries of higher executives must be cut down. The company can utilise Furlough Scheme and Redundancy Scheme by paying salary to staff members as per UK’s regulations (Gov.uk, 2021). Such initiative is used by the UK's government for dealing with employment issues during pandemic. Such scheme is beneficial for Harriot Hotel while operating in hotel industry of UK. 
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Maintenance of sound cost structure helps an organisation in dealing with profitability and liquidity issues. In Harriot Hotel, issues have been found in cost structure. In addition, aggressive expansion strategy of Harriot Hotel is financed by loans of international banks. Covid-19 pandemic has declined the performance of Harriot Hotel in the global hotel industry. The company must decrease its expenses of employee wages and advertising cost. Expenses of front desk and restaurant stationeries must be decreased by the Harriot Hotel. Expenses on customer discount and interest on loan should be eliminated by the Harriot Hotel. Moreover, expenses on cleaning and maintenance items should be increased by the Harriot Hotel. The company must increase its expenses of cleaning supplies like hand wash, sanitizer and masks.      
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