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Introduction 
Management accounting is a process that supports managers to make viable decisions to achieve company goals. Hugh Coombs defined management accounting as a range of activities involved in a leading organisation, this information may include financial and non-financial, based in the past or future, it can be related to profit or loss, costs, and other information. (Coombs, 2005)
Management accounting is important because it provides a clear picture of whether the firm is moving in the right direction. It shapes significantly the planning process and secures that future activities are not at risk. In addition to that, it helps to identify various types of costs and apply various tools to manage them efficiently. There are three main costs based on their behaviour: fixed, variable, and mixed. Many companies precisely the global hotel industry have been hit hard by restrictions related to Covid-19. Based on a Financial Times article by Darren Dodd, new infections weigh heavily on the sector. Hotels and leisure will require to rethink their strategies to survive this crisis.   (Dodd, 2020)

Harriot Hotels 
Harriot Hotels are one of the most influential companies in the hotel industry.  The organisation has steadily expanded on an international level over the years.  Despite its growth, the pandemic situation drastically affected its operation and financial conditions. The company directed its focus on China because of elevating restrictions strategies in that country. On the other hand, the restrictions are introduced in Europe and America, which determined the necessity to implement a cost-cutting scheme to decrease potential financial losses for 2021.  This report outlines which costs should be increased or decreased. Also, it analyses whether the prices are variable or fixed or the possibility to exclude the item for the organisation to survive in this challenging time. 

Cost types and structure. 
First of all, it is essential to distinguish the cost structure and cost types to understand and make effective decisions. Mainly the cost is classified into fixed cost and variable costs. Fixed costs remain constant up to a production level. These include employee wages, interest on loans, housekeeping and cleaning suppliers and other bills.  Variable costs, on the other hand, vary directly with the amount of production. Weygandt suggests that these costs vary in total directly and proportionality with changes in the activity level. (Weygandt, 2018)
Examples of these type of costs for Hariot Hotels include advertising, customers discounts, stationaries etc. It is crucial to establish proper cost plans to avoid potential financial damage. Failing to identify and allocate the costs correctly may lead to over or under-pricing. This differentiation will enable an effective allocation of the budget by using cost-cutting to compensate for the overall negative effect of restrictions imposed by the government related to Covid-19.  
Like many other hotels worldwide, Hariot Hotels had to apply response strategies such as suspending operations, job furloughs, cancellation of bookings etc.   Based on Godwell Nhamo, global hotel chains cancelled 280 million euros in dividends, closed two-thirds of hotels worldwide. (Nhamo, 2020)It can be understood that drastic measures must be applied to prevent the organisation from collapsing. 
 
Impact of costs on business performance 
Many cost management strategies can be used in the hotel industry within the context of Covid-19, such as activity-based costing and management, target costing, life cycle costing, enterprise risk management etc. (Vik Krishnan, 2020) Activity-based costing and management will be used to adjust the cost at Hariot Hotels. This technique provides the possibility to improve value and business process reengineering, which is highly recommended in this catastrophic situation. Ronald Lewis suggested that this tool can give an exact process and product costs. It can be used to evaluate activity performance.  (Lewis, 1995) 
Accounting information has a crucial role in business performance. Managing cost and regularly conducting a profitability analysis helps understand current situation and forecast future risks and opportunities.  Variable and fixed costs have a direct impact on performance.
Regardless of discrepancies in the hotel industry, decreased customer numbers lowered the business's revenue during the pandemic; fixed costs are not changing.  On the other hand, variable costs can be reduced to balance the expenses from items with fixed prices and by cutting or eliminating these costs to increase profit margin. Some of the methods to reduce variable costs include spending less on labour by replacing employees with contract workers and increase their efficiency. In addition to that, the advertising prices can be reduced by implementing alternatives to promote services.




Employee wages 
Employees' wages relate to labour costs to sustain Harriot hotels operations. It can be fixed cost and variable depends on circumstances. Hariot hotels must pay the employees even if the production dropped. However, government are providing support via furlough scheme   for many businesses to maintain their position on market and secure jobs. (gov.uk, 2021) Government will cover a part of costs which is an advantage for the business. The employees' wages consist of 25% of revenue which is high. It is a fixed cost in nature, but it needs to be reduced because of the current COVID-19 situation.  From the current situation, employers in the hotel industry partially decreased the cost, and many employees were let go because of insufficient budgets to cover these costs. (Sherman, 2019) Harriot hotel must reduce these costs as well to help the company to survive. The price must be decreased at least by 10%. Strategies such as frozen pay raises and bonuses, move to electronic processes and limit manual that requires people. This will help the Hotel to balance other mandatory fixed costs that must not be decreased. 

Advertising cost 
Marketing costs may be fixed or variable. For example, fixed costs items are salaries, production, advertising, distribution, whereas variable costs are bonuses, performance allowance, discounts etc.  Advertising is an essential item for promoting services and generating sales. (Adler, 2013) Advertising in business performance is critical as it raises revenue, fights competition and educates consumers, which is very important in a pandemic period. The advertising value allocated is 7,000£m as a total of 12% of revenue which is quite high considering current situation. The cost item is considered a discretionary fixed in nature. (Arnold, 1983)However, it may vary in the long term because it depends on the profitability of the organisation. If the revenue increases, therefore, the cost rise. Besides that, it can be less risky compared to fixed costs such as interest on loans, rents and the cost can be decreased, and less expensive options could be considered. 
The focus must be directed on recovery and loss mitigation; not only that but also the survival items and costs should be prioritised. (Guilding, 2014) The costs should be eliminated for a period of time during the pandemic and increased when the restrictions will be lifted on the travel and hotel industry. This will help Hariot hotel take extra caution on their expenses by lowering costs and maintaining the market position. 


 Interest on loans 
Interest loans are fixed cost items and remain the same till the end term unless the government imposes changes to support small and large businesses to cope with the crisis.  Interest on loans is 17% of revenue. The cost is fixed in nature because money borrowed from financial institutions is fixed unless due to a pandemic situation government pressure these institutions to ease the interest repayments. This type of cost cannot be increased or decreased. It will remain the same unless government schemes will support reducing the interest rate. (Bragg, 2017)
 
Housekeeping and cleaning suppliers
Housekeeping and cleaning suppliers are variable cost in nature because they will change depending on demand. It consists of a total of 8,3%, and this cost can be decreased based on business requirements and activities because the Hotel will not use all the suppliers due to the reduced number of clients.  It will benefit the organisation as it will contribute to structured improvements and avoid unnecessary expenses. (Guilding, 2014)

Customer discount and stationaries 
Customer discount is a variable cost, and it covers a total of 13.3% of revenue. Based on Stewart J. customers discounts are variable costs in nature because it can be easily managed as per circumstances, these costs are flexible.  It will help Hariot hotel to keep existing clients interested and attract new customers. Another item with variable costs is stationeries. The list of station sites has a pen, markers, business cards, calculators, erasers, plastic folders, etc.  It consists of 5% of revenue, and it can be decreased further, which will help Hariot hotel prioritise urgent matters and expenses.










Conclusion 
In conclusion, Harriot Hotels has grown significantly over the years; however, due to Covid-19, the business situation, precisely its operation and financial conditions, was drastically affected and we can forecast future changes in operations and management.  For Harriot hotels to maintain its position in the market cost-cutting scheme are necessary to decrease potential financial losses. As a result, employee's wages will be reduced at least by 10% as the government will provide support to secure jobs via the furlough scheme.  Next, I suggest advertising costs be eliminated for some time until the government will ease restrictions. Interest loan will remain 17% of revenue unless the government schemes will support decreasing the interest rate. Housekeeping and cleaning suppliers are variable costs, and these can be reduced along with customers suppliers and customers’ discount. By cutting the costs it will help Hariot Hotels to survive in these challenges’ times. 
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