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This report will shed light on the various costs incurred by Harriot Hotel. Management accounting refers to applying accounting functions by the management in making decisions. It is important as it helps the management in making sound and adequate decisions which will help them in achieving desired turnover and profit targets. The cost is divided into two basic categories on the basis of their behavior. Fixed cost is a cost which is not changed according to the level of output whereas the variable cost is the cost which changes with each additional unit of output. Due to the covid – 19 situations in 2020 the hotel industry have been the most severely impacted due to it. 
Harriot Hostel was founded in the year 1941. It was established by John D. Brookville. Soon it became one of the top hotels in various different places of the world. Recently due to Covid – 19 pandemic, CEO of the hotel commented that 2020 has been the worst year for the profitability and turnover of the business. To overcome this loss the hotel decided a system for reducing costs in order to reduce the loss for the year 2021.
Budgeted / Planned cost breakdown for the U.K. hotel
The total sales turnover for the year 2020 was 60000 (m £). 
The total expenses table is drawn below – 
Item (m £)
	
	Value
	As a percentage of revenue

	Employees’ wages
	15,000
	25%

	Advertising cost
	7,000
	12%

	Interest on loans
	10,000
	17% 

	Housekeeping and cleaning supplies
	5,000
	8.3%

	Customer discounts
	8,000
	13.3%

	Stationeries used in front desk and restaurants
	3,000
	5%



In this report an analysis on what cost should be increased, decreased or eliminated so as the hotel can maintain its top leading position in the long run. 
Point – Employee Wages
It refers to the total expenses incurred by the firm on its employees and total salaries and bonuses paid to employees.
Explain – The hotel incurs a total employ cost of approx 25 % of its total revenue. The hotel incurred almost 25% of its total turnover in the year 2020 to repay its employees. 
The employee wages is both fixed as well as variable cost in nature as the manager’s salary in the hotel is fixed as well as the salary for hotel supervisor is also fixed. But also there are some employees in the hotel that are paid on the basis of per hour work done so there wages are variable. But it can be assumed that a large portion of the wages paid is fixed as the salary paid to manager will be more than variable wages paid to employees. 
Relate – It would be beneficial for the hotel staff to reduce their total cost on wages and salary paid to the employees. (Sarwar & Muhammad 2020)
Point – Advertising Cost 
It refers to the total cost incurred by the hotel on paying its total expenses for advertisement and marketing.
Explain – The total advertisement cost is calculated to be 12% of the total cost of the firm. Since Harriot hotel is a well established brand since 1941 and have quite great market name the cost on advertisement is quite high. The cost on advertisement is a fixed expense undertaken by the Harriot Hotels. 
Relate – The Harriot hotel management is advised to decrease the cost of expenditure on advertisement and marketing since it is well known and well established hotel chain and do not need advertising. The hotel should incur more steps in decreasing the cost allocated on advertisement and marketing. (Akhmedovich, Ugli & Jahongir 2017)
Point - Interest on Loan
It indicates the total cost incurred by the hotel on payment of interests on loans. It is expense incurred on payment of interest on loan taken.
Explain – The total interest cost incurred by the Harriot hotel is 17% of the total sales receipts. It indices that the amount of debts take by the Hotel are quite high. The interest cost can be paid quarterly, half yearly or even annually as may be decided on the terms of the loan given. It is basically a fixed cost in nature as it is not impacted by the level of output and sales. Loan can be taken to fulfill various obligations and maintain adequate amount available for various contingencies.
Relate – It is advisable to the Harriot hotel to payback some out its outstanding loans so as to decrease its total interest cost as the expense incurred by hotel on paying interest is quite high.
Point – Housekeeping and cleaning supplies 
It refers to the total expense incurred by the hotel on sanitizing, cleaning and housekeeping expenses.
Explain – It refers to the total amount spend on purchasing housekeeping and cleaning supplies. During the time of Covid – 19 pandemic it is really crucial that proper sanitization and cleaning is maintained in the hotel. The Harriot hotel spends almost 8.3 % of its total revenue on housekeeping and cleaning supplies. It is basically a variable expense as it is impacted upon the number of rooms booked in the hotel. It is really important by any hotel to spend on cleaning and sanitizing supplies as it can impact the overall hotel image during the time of pandemic.
Relate – It is advised to the Harriot Hotel Management to increase their total expenditure on cleaning and housekeeping supplies as it is really important during the time of Covid – 19 pandemic to maintain cleanliness and to sanitize regularly. (Shin & Kang 2020)
Point – Consumer Discounts 
It refers to the expenses incurred by the hotel on giving various room and other service discounts to its consumers.
Explain – The total customer discounts provided by the Harriot Hotels are 13.3 % of the total revenue for the hotel. It is quite high since the total revenue and profits have been adversely impacted from the start of the pandemic. The hotel industry is one of the severely impacted industries from the virus. These may motivate the employee to book room in the hotel but will also result in reduction of profits and overall revenue for the hotel. It is a variable cost in nature as it is impacted by the number of sales and turnover. A large part of consumer discounts include cash discounts, food coupons etc. given to the customers.
Relate – It is advised to Harriot hotel management to decrease the amount of customers’ discount, since it is a well established Brand in hotel industry and have strong consumers base, it does not need to spend so much amount on giving customers discounts as the profitability is already quite adversely impacted from the pandemic. (Kabir, Afzal & Ahmad 2020)
Point – Stationery used in front desk and restaurants.
It refers to the amount incurred by the hotel on stationery used in the front desks and restaurants of the hotel.
Explain – The total expenditure incurred by the hotel on stationery used in the front desk is total revenues 5 %. It is the cost incurred on paper bills, paper clips, pen, markers etc. This cost can be totally eliminated by the hotel by incurring a more cash less and electronic method which can be used at the front desk. This cost is variable cost in nature as it can be impacted from the level of customers and income. This cost can be implemented by the firm so as to provide bills etc. to the customers, but the coming time will be paperless and totally based on bills generated through computers.
Relate – It is advised to the management of Harriot hotel to eliminate the total cost incurred on stationery used in front desk and restaurants as it will not only improve the brand image for the hotel bur will also help in total cost reduction and an improvement in total brand image of the hotel of being paper less. It will improve the image of hotels in the mind of the customers for being an eco – friendly hotel. (Muhammedrisaevna, Mubinovna & Kizi 2020)
As per the above it can be concluded that the projected total expenditure is 80.6 % of the total revenues incurred. The Hotel should incur steps to reduce the total expenditure and increase the overall profits. The management should undertake various steps that may result in cost reduction and enhance the profitability of the hotel. This entire cost cutting will help the firm in increasing the net revenue and hence the net profits. The firm will allocate its total cost so as to maximize the profits in the coming years. (Hill 2017)
Since the situation is returning back to normal but till now an effective vaccine has not been used by each and every person. It could be anticipated that the total revenue and profits will increase in the year 2021. It is being recommended to the Harriot Hotels to decrease the cost on employee wages, advertisement cost, and interest on loan and customers discounts. The cost on cleaning and housekeeping supplies should increase. The cost on stationeries used in the front desk should reduce. All these changes in the projected cost would help the Harriot Hotels to improve its net profit and overall turnover. 
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