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[bookmark: _Toc68870178]   1. What is management accounting?

Analysis of financial flows within the company is a vital condition for the stable functioning of each firm. In the contemporary economic theory, “information economics” became one of the main theoretical methodologies for examination in the management accounting field. The examination of the economic activities and expenditure are vital part of the economic wellbeing of every company.
Management accounting is related to the provided information to decision makers within the company. It is not regulated externally. Therefore, each company creates and adjust its own system particularly to the needs and demands of its management team. (Jordan, 1989)

[bookmark: _Toc68870179]   2. Why is management accounting important?

Management accounting is important due the following reasons:
· It provides a specific picture of financial planning, budgetary control, and monitoring.
· It produces financial information to facilitate the decision-making process to the management of the company.
· It is forward looking.
· It allows management to obtain maximum value for money from the constraint resources (Cook, 1995).




[bookmark: _Toc68870180]   3. Types of costs according to their behavior

There are two main types of costs according to their behavior – fixed and variable. Fixed costs are not subject to change in the working process, despite the level of activities that are performed. They will remain unchanged even if nothing is being produced.
Variable costs are higher where the production level is increasing and lower when there is less productivity. They are related and depend on the process of production. 
There is also a mixed approach to behavior costs, which consist of a combination from the above mentioned two methods. (Novák, 2014) 

[bookmark: _Toc68870181]   4. Impact of Covid – 19 on the British and Global hotel industry
Outbreak of Covid – 19 has a negative effect on the global hotel industry. Pandemic could result in a loss of 50 million jobs worldwide in the industry. The forecasts show that Asian continent is anticipated to be the worst affected. Experts predict that recovery could take approximately 10 months from the end of the pandemic. The fact that tourism industry accounts for approximately 10% of global GDP should not be underestimated. According to Virginia Messina, Director of the World Travel and Tourism Council cruise ships and airlines were more severely affected by the pandemic, than the hotel industry. (Faus, 2020)   
In 2019 the hospitality industry accounted for £59.3 billion in Gross Value Added to the economy of the United Kingdom. The amount is approximately 3.0% of total economic output in the country. In terms of employment, there were 2.38 million people engaging to work in the hospitality sector in the British economy. That accounts approximately 6.9% of total number of people employed in the United Kingdom. The number of registered operating businesses in the country on 1st of January is 223 045. That number means that their hospitality businesses represent 3-5% of businesses in each county. 
[bookmark: _Hlk68867464]Hotel sector was among those who were significantly impacted by the Covid–19 pandemic. Fixed costs that are incurring daily, along with the accumulating debt and low profits cause a major uncertainty in the hotel industry. In April 2020 Economic activity in the hospitality sector was 90% less compared to February 2020. Over the summer 2020, the sector has recovered partially, thanks to the lifting of lockdown restrictions. Despite that, it was still under the pre-pandemic levels. However, in September profits in the industry declined again after the newly imposed restrictions (Foley, 2021).



[bookmark: _Toc68870182]II. Harriot Hotels: Summary and analysis of expenditures
1. [bookmark: _Toc68870183]Brief introduction to Harriot Hotels

John D. Brockville was the founder of Harriot Hotel. From 1941 Harriot Hotels has managed to grow and has become a key player in the global hotel industry. It operates in Europe, Asia, Africa, North and South America. The company was growing steady over the years. Thanks to its strategy of aggressive expansion, financed by loans from international banks. Despite the current global crisis in the tourism sector, Harriot has continued to expand in China, since restrictions were eased earlier that the rest of the world. In Europe, North and South America, management took a decision to cut the costs and reduce forecasted losses for 2021.

[bookmark: _Toc68870184]   2. Expenditures 
[bookmark: _Toc68870185]2.1 Employee wages 

Labor costs that incur in managing of Harriot Hotels represent 25% of expenditure costs. This is quite high number. It reveals that the hotels spend a quarter of its profit on wages. It does not seem sustainable during global pandemic. This cost item may comprise of both fixed and variable elements (mixed cost) since lower members of staff such as housekeepers and front desk team members may be hourly paid, which goes into the variable costs. On the other hand, senior members of staff who are paid higher may be on fixed term contracts thereby being categorized as fixed costs. The aggregate of senior staff salaries would be higher than that of lower-paid workers. That means that the larger share of salaries is fixed in nature. (Vij, 2012) Reducing of senior members of staff will be a more practical approach. It can be implemented through an attractive redundancy package. Using of a Government’s Furlough scheme is also an alternative good option.  


[bookmark: _Toc68870186]    2.2 Advertising cost

Advertising costs are the money spent for promoting the business brand. They can be also used as a tool for recruiting of new personnel. Currently they account for 12% of the total budget. Advertising costs are variable costs. They may be decreased to 6% of the budget, due to the fact influx of tourists is small due to the imposed lockdown by the government. In addition to that, recruitment procedures are also suspended. The amount of 6% for advertising will be used when the lockdown is lifted, and international travel allowed. (BBC, 2021)

[bookmark: _Toc68870187]    2.3 Interest on loans 

Interest on loans represents the amount of money paid to the lender for the purposes of credit agreement that was used to fund the project. They represent 17% of the budget and are not subject to change. Loan interest can be both – fixed and variable, depending on the type of loan agreement with the lender. In the case if Harriot, loan interest will remain unchanged. The only time that it will be justifiable to be increased is when there is an investment opportunity for expanding of the business by establishing of another hotel. However, that seems to be unlikely option in the middle of a pandemic.
[bookmark: _Toc68870188]    2.4 Housekeeping and cleaning supplies

Housekeeping costs are related to the incurred costs from maintaining the hotel premises. They represent 8.3% of the total budget. It is a variable cost. It can be decreased since the hotel is almost empty. This can be done by buying products on demand only (depending on the projections of bookings) and by keeping smaller amounts of stockpiled products. 
[bookmark: _Toc68870189]    2.5 Customer discount 

Customer discount represents loyalty bonuses and reduction of prices for guests. It represents 13.3% of the budget and is a variable cost. However, it would be better that in this case that amount remains at the same level, because of the importance to keep the existing and loyal clients, who will come back to the hotel, once the pandemic is over. As a business strategy, taking care of the clients is from a major importance for the long financial wellbeing and keeping the excellence related to the brand’s name (Main, 2020).


[bookmark: _Toc68870190]    2.6 Stationeries used in front desk and restaurants.

Stationeries represent the paper materials and cost for printing that are used from staff members and information materials for the clients. They are 5% of the budget and are in the group of variable costs. Amount of spent for them can be decreased by investing part of the amount for tablets from staff members that can be used instead of information printed on paper.


[bookmark: _Toc68870191]III. Conclusion 

In conclusion, the paper states that the future of the hotel industry in the United Kingdom is uncertain. Fast roll of the vaccine program and government’s statements that this will be the last lockdown are positive statements for business continuity. (Smout, 2021) Extension of furlough scheme is also a good sign, as it will allow some of the staff members to be kept. That will save money and efforts from advertising, recruitment, and training procedures. (Reuters, 2021) Despite that, budget cuts are inevitable part of the daily life of managers. These can be done by reducing costs for wages, advertising, housekeeping, and stationeries. The process will take some time but will bring the necessary results for the long term run of the company.
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