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[bookmark: _Toc65873746]Introduction 
Management accounting is the method to define, measure, analyse, interpret and transmit financial information to the managers to pursue the objectives of an entity. Management accounting aims to support internal stakeholders in taking strategic decisions (Drury and Tayles, 2016). Management accounting can be used to detect financial problems and find a solution to cope up sudden changes in the business sector. This report is going to analyse the current cost structure of Harriot Hotel. As with the other organisation in the travel and tourism sector, this renowned hotel has also suffered from the COVID 19. So different approaches from management accounting techniques are going to show in this report by which this hotel can overcome the economic problems due to COVID 19.


[bookmark: _Toc65873747]Cost structure at Harriot Hotel
The cost structure applies to the different categories of costs incurred by an organization and consists usually of fixed costs and variable costs (Groot, MacMahon and Volkwein, 2012). Fixed costs are constant costs irrespective of the output generated by a firm, although variable costs vary with the amount of production. The definition can be described in smaller units like by-products, services, customers, commodities, business units or geographical areas.
The cost structure is used to fix pricing while a cost-based price plan is employed by the company. It also shows areas where expenses can be minimized or at the very least controlled more effectively. The cost structure is also a principle in management accounting that does not apply to financial accounting.
[bookmark: _Toc65873748]Fixed cost
Those costs that remain stable up to a certain stage of output are fixed costs. These fixed costs persist even though there is no manufacturing or any market activity.
[bookmark: _Toc65873749]Variable cost
The variable costs derive directly from the volume of production or other operation undertaken by a business. The greater the output or associated operations, the higher the variable costs would be and vice versa. Examples of such costs include direct material use, wages dependent on production quantities, commissions, and so on.
[bookmark: _Toc65873750]Type of cost in Harriot Hotel
Harriot Hotel has a service cost structure where the costs are divided into fixed cost and variable cost. The cost of the hotel operation is divided below between fixed cost and variable cost.
	Cost
	Cost type

	Employees’ wages
	Mixed cost

	Advertising cost
	Fixed cost

	Interest on loans
	Fixed cost

	Housekeeping and cleaning
Supplies
	Variable cost

	Customer discounts
	Variable cost

	Stationeries used in the front desk and restaurants
	Variable cost


[bookmark: _Toc65873751]A discussion of cost management in order to maintain the market-leading position.
Harriot Hotel is one of the leading hotels in the global hotel industry. It carries out its operation all over the world including Europe, America, Africa and Asia. In recent time the outbreak of Covid-19 has significantly affected the business all over the world especially the hotel and tourism industry. To reduce the cost in America and Europe, the senior management has decided to adopt the cost cutting strategy in the business. Due to the nature and significance of the cost, all cost cannot be cut. But most of the cost can be adjusted in order to reduce the loss and ensure the leading position in the market.
Employee' wages
The employees in the hotel can be divided into non-management employee and management employees. The management employees play an important role in making the organisational decision and handle any crisis situation. In the case of Harriot hotel, the payment to the management employees should not be changed. Due to the closure of the hotel in the lockdown during the Covid-19 pandemic, the non-management worker added little value to the hotel (Business, 2021). Moreover, due to the outbreak of the pandemic and the lockdown imposed by the government, almost all the people were in their home and they were less likely to book a hotel room. In this case, the non-management employee remains idle as the number of customer decline. So it would be better for the hotel to decrease the wages cost related to non-management workers. In this case, the hotel can minimise the number of night-shift employees to prevent extra differential charges and decrease over time. For example, the manager and the subordinates may help at the reception or taking on other duty instead of another person staying beyond their normal hours of service. It also can employ part-time employers to reduce the cost of employees’ wages.
Advertising cost
Advertising cost is basically incurred to attract more customer and create a brand image in the market. As Harriot hotel is one of the leading brand in the global hotel and tourism industry, each need not to spend much on advertising as people already know about the hotel. As the outbreak of covid-19 diseases has forced the government to implement a lockdown people are less likely to go for outing rather than being safe at home (Kilgore, 2021). So the advertising cost, in this case, would not increase the revenue. Harriot hotel should not eliminate the advertising cost from the budget. Rather it should decrease the projected advertising cost and use the remaining budget to inform the people about how they maintaining safety in their hotels, how they ensure cleanliness and sanitisation in each room what arrangement they have made to fight the coronavirus. Moreover, due to the lockdown, people have got more time in hand and they spend a great amount of time o social media (Sun, 2017). So, the business can use social media as advertising to inform more customer about the initiative of the business regarding the safety measurement during covid-19 and attract more customers to the business.
Interest on loans
Interest on a loan is a periodical payment to the creditor or the loan provider. It is a fixed cost and cannot be decreased or eliminated.
Housekeeping and cleaning supplies
Due to the covid-19 pandemic people has become more health conscious and focuses on safety as well as cleanliness issues. The safety and cleanliness of each of the room is a major issue for Harriot hotel. Before the room is booked and after the departure of every guest the room should be cleaned. so there is no scope for Herriot hotel to decrease the budget for housekeeping and cleaning supplies.
Customer discount
An efficient discount and pricing strategy has been a major factor for the hotel business to remain on track. due to the outbreak of the covid-19 disease, there has been a crisis in the economy and peoples income as well (Hotels to cut rates as COVID-19 outbreak brings losses to P22B, 2021). The unemployment rate has been increased and the disposable income of people has been declined to a significant level. So most of the people would not like to book a hotel room or spend their leisure in the hotel and restaurant. So Harriot hotel should provide discount deals to its customer rather than the regular price charged to its customer. Though it will cost high to the business it will attract more customers and increase the revenue of the business. If the business provides no discount, the revenue would not increase and would not provide any benefit to the hotel.
Stationaries used in front desk and restaurant
The covid-19 pandemic has made people more health conscious. In the hotel business, the hygiene factors and cleanliness is a most concerning issue as World Health Organisation (WHO) indicates that people in the hotel may be infected in Covid-19 by the guest previously live in the room (Is it safe to stay in a hotel amid the coronavirus pandemic?, 2021). Harriot Hotel should add more things to the front desk and restaurants along with the present stationeries. The hotel will make and arrangement for sanitiser or hand wash so that people can wash their hand when they come to the front desk or restaurant. It also can provide mask and hand gloves to the guest so that they can utmost keep themselves safe from the coronavirus. Moreover, in a pandemic situation, it is not safe to use other things without sanitization (Rosemberg, 2020). So stationeries such as pen and paper should be kept at the front desk so that the guests do not need to look for these to others. In this sense, Harriot Hotel needs to increase the cost of stationery used in front desk and restaurant to deal with the Covid-19 pandemic situation.


[bookmark: _Toc65873752]Conclusion 
In conclusion, management accounting can help an organisation to find out various ways by which the organisation can cope up with various financial and non-financial issues. Hereby using management accounting tools, the important and less important activities of Harriot Hotel have identified. This report also shows the application of management accounting such as increasing several expenses and decreasing some expenses by which Harriot Hotel can overcome its current problems.
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