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[bookmark: _Toc67573331]Introduction
Management accounting involves preparing and communicating timely financial and management information to stakeholders. Management accounting is important because financial data provided by management reports and statements are used in short-term decisions of business. A company can minimise its costs and maximise profit by help of management accounting. Cost types according to behaviour are mixed cost, fixed cost and variable cost. Global hotel sector has $600.49bn market size and projected revenue of global hotel sector in 2021 is $284779m. However, Covid-19 pandemic has an adverse impact on UK & Global hotel industry. Many hotels have to temporarily shut their operations during pandemic. The study sheds light on performance of “Harriot Hotel” during pandemic. Cost-cutting strategy has been provided to senior management of Harriot Hotel for improving performance in 2021.   
[bookmark: _Toc67573332]Description of Harriot Hotels
Harriot Hotel operates in hotel industry and has headquarters in UK. It is market player in global hotel industry and mainly operates in Asia, Europe, Asia and Africa. It started back in 1941 and was operating successfully till 2019. Covid-19 outbreak in 2020 was the hardest hit of the company and it incurred plenty of losses due to lockdown situations. Now, the company aims to maintain an expansion strategy in Mainland China. Pandemic restrictions in China were relaxed much earlier than other countries. Senior management of Harriot Hotel aims to implement cost-cutting strategy for curbing losses for 2021.       
[bookmark: _Toc67573333]Cost-cutting strategy on projected cost breakdown 
[bookmark: _Toc67573334]Employees’ wages
It is related to employee and labour expenses that are used for operating Harriot Hotel. Employee wages are £15000m of £60000m revenue. Moreover, it is 25% of total revenue. One-fourth of revenue is used in employee wages which is not fruitful during Covid-19 pandemic.
Employees’ wages includes salary provided to senior staff and wages of labours. Senior staff are front desk managers, senior executives, and company finance manager (Bredillet et al. 2018). Whereas operating level staff includes maintenance staff, cleaners and restaurant managers. Senior level staff are provided salary on fixed term contract but lower level staff are provided wages on hourly basis (Vij, 2012). Thus, employee wages and mixed costs that comprise both fixed and variable costs. As proportion of senior staff salary is higher in employee wages, employee wages of Harriot Hotel can be regarded as fixed expenses.    
Harriot Hotel must decrease its spending on employee wages of senior level staff. But, consistency should be maintained on wages provided to lower level staff. Use of Redundancy or Furlough Scheme according to Covid-19 job retention policy must be made by Harriot Hotel (Gov.uk, 2021). With this system, 80% of employee salary would be provided by the UK government if Harriot Hotel would be eligible.  
[bookmark: _Toc67573335]Advertising cost
It is related to promotion and marketing products and services of Harriot Hotel. Advertising cost is £7000m of £60000m revenue. Therefore, it is 12% of total revenue. 
Advertising costs of an organization are fixed expenses because it is pre-determined by senior staff while setting business goals. Costs required for advertisement are budgeted by the hotel industry for promoting the products and services. In Harriot Hotel, 12% of revenue is spent on advertising. But, spending such high amount during a pandemic is quite questionable. Even when height advertisement and marketing are conducted by hotel industry, number of tourists might decline due to Covid-19 pandemic (Alonso et al. 2020). 
It is recommended to Harriot Hotel that spending on advertising cost must be declined by senior management. Instead of offline advertising, online advertising and marketing can be made by senior management for attracting customers.  
[bookmark: _Toc67573336]Interest on loans
It is related to loans from major international banks that are used for financing aggressive expansion strategy of Harriot Hotel. Interest on loans is £10000m of £60000m revenue. Thus, it is 17% of total revenue. 
Whether interest on loan is fixed expense or variable expense is related on nature of loan. When a company opts for fixed-term loan, fixed interest on loan is paid, and when variable-term loan is taken, variable interest loan is provided by company. Taking higher amount of long-term loan increases risk factor in business (Bartik et al. 2020). In Harriot Hotel, higher amount of long-term loan has been taken for expanding business. 17% of revenue is spent by senior management on loan interest. As interest is paid by Harriot Hotel, it is assumed that the venture has fixed interest on loan. In pandemic situation, supporting business expansion through long-term loan declines liquidity of business (Alonso et al. 2017).    
It is advised to Harriot Hotel that taking long-term loan and paying interest on loan should be eliminated by senior management. Relying on retained earnings and equity shares would be more feasible for Harriot Hotel rather than long-term loan. 
[bookmark: _Toc67573337]Housekeeping and cleaning supplies
It is related to services provided to customers which facilitates customer satisfaction. Housekeeping and cleaning supplies are £5000m of £60000m revenue. Thus, it is 8.3% of total revenue. 
Housekeeping and cleaning supplies include fixed expenses as costs associated with such items are estimated while developing financial plan of business (Saber and Hamed, 2018). Total number of housekeeping supplies are cleaning items that are pre-determined by a manager of hotel or restaurant. As per He et al. (2019), slight changes in housekeeping and cleaning supplies vary during management of hotel. These items may include cleaner, detergent, room fresheners, towels, soaps and other maintenance elements. In case of Harriot Hotel, 8.3% expenses on revenue is made on housekeeping and cleaning supplies which is quite low. Due to Covid-19 situation, higher cleanliness, neatness and hygiene are required to be adopted by hotels. Thus, higher proportion of housekeeping and cleaning supplies are required to be maintained by Harriot Hotel.
It is recommended to Harriot Hotel to increase spending on housekeeping and cleaning supplies for maintaining sound organisational structure. It would help in maintaining higher safety and security for staff and customers.   
[bookmark: _Toc67573338]Customer discounts
It is related to sales revenue of Harriot Hotel and accommodation services provided to customers. Customer discounts are£ 8000m of £60000m revenue. Thus, it is 13.3% of total revenue. 
Customer discounts are variable expenses of the company. It is related to occupancy rate in hotels. In on-season, lower discounts were provided to customers as there exists high number of travellers and visitors. But in off-season, less number of tourists and travellers visit hotels, so higher discounts are provided for attracting customers (Ponting, 2020). Providing such higher discount to customers in pandemic is not feasible for Harriot Hotel. Even if the company provides higher discounts, number of visitors declined in hotel sector due to threat of Covid-19 pandemic (Uğur and Akbıyık, 2020). 
It is advised to Harriot Hotel that discount to customers should be eliminated until the pandemic ends. Instead of providing discounts, appropriate services with higher safety and security should be provided to customers which helps in boosting confidence of travellers for visiting hotels.  
[bookmark: _Toc67573339]Stationeries used in front desk and restaurants
It is used for services provided to customers and increasing earnings of Harriot Hotel. Stationeries used in front desk and restaurant are £3000m of £60000m revenue. So, it is 5% of total revenue. 
Stationeries used in restaurants and front offices are variable expenses as it is clearly related to hotel occupancy and business volume (Fu et al. 2020). As occupancy or business volume increases variable cost increases. However, reduction in hotel occupancy decreases variable expenses (Eskin, 2021). Stationeries used in front office related to occupancy rate and business volume. These stationeries may include pencil, paper, calculator, landline phone, adhesive tape, in/out tray and petty cash voucher. In case of Harriot Hotel, 5% expenses on revenue is made on stationeries which is quite low. Due to Covid-19 situation, cleaning and operational policy are required to be adopted by hotels. Use of sanitizer, mask, infrared thermometer and hand wash is required to be maintained by restaurants and front offices by hotels.  
It would be advisable to Harriot Hotel to increase spending on front desk and restaurant stationeries for maintaining sound organisational structure. It would help in maintaining safety and security for staff and customers.   
[bookmark: _Toc67573340]Conclusion 
Maintenance of management accounting reports and statements in business helps in understanding organisational performance. Future of the UK hotel industry shows increment in growth of businesses. Utilising safety and security measures as per UK government would help in performing fruitfully in pandemic situations. In the case of Harriot Hotel, usage of cost-cutting strategy is efficient for preventing forecasted loss by 2021. Summary of recommendations for Harriot Hotel includes decreasing expenses on employee wages and customer discount. Expenses on front office and restaurant supplies and housekeeping and cleaning supplies must be increased by senior management. Advertisement cost is a fixed cost of Harriot Hotel that should be decreased by senior management. Interest on loan of Harriot Hotel must be eliminated by senior management. Interest on loan and housekeeping supplies are fixed expenses of Harriot Hotel. However, the salary provided to senior staff is higher than wages of labour, so it is highly fixed in nature. Employee wages are a mixed expense and front desk stationery are variable expenses of Harriot Hotel.   
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