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MANAGEMENT ACCOUNTING
[bookmark: _Toc67653489]What is Management Accounting and why is important
Management accounting is the process of supplying the managers and employees in an organization with relevant information, both financial and nonfinancial, for making decisions, allocating resources, and monitoring, evaluating, and rewarding performance (Atkinson et al.2012). It uses information relating to the costs incurred in productivity to analyse their necessity and how they need to be managed, so the business is at its optimal production level (FreshBook, 2020).
Management accounting is important because, among other things, it gives the operational heads of a business an informed direction that their business is taking. It also helps businesses forecast the future based on their present position. This requires laying all the variables in place and working from this point. Management accounting is also used to provide the information needed to make or buy a product. It helps analyse all the pros and cons of such a decision so the business owners can make the optimal decision.
It is also used in estimating or forecasting the future cashflow of an operation. It does this by being familiar with the present cashflows enough to make a prediction about the future. This is especially important when a business is looking to expand or introduce a new product and gauge if it is likely to survive a potential financial crisis. Businesses determine their expected rate of return from a venture through the help of management accounting (FreshBook, 2020). 
[bookmark: _Toc67653490]Types of costs according to their behavior
[bookmark: _Hlk67649433]Accountants usually define cost as a resource sacrificed or forgone to achieve a specific objective (Bhimani et al.2015)
Cost behaviour is used to define the relationship between total costs and activity level. Costs are classified into two based on their behaviour; fixed costs and variable costs. A fixed cost is a cost that does not change in total despite changes in the related level of total activity or volume (Bhimani et al.2015).Whether or not units are produced, these costs will be incurred. They include costs such as rent and straight-line depreciation expenses. Variable costs, on the other hand, are costs that change with the number of units produced, such as fuel prices and expenses of raw materials. The total variable cost is increased with more production and decreased with less production; however, the variable cost per unit remains constant. 

[bookmark: _Toc67653491]UK/ Global hotel industry affected by Covid-19
The hospitality industry is among the sectors that were hit hardest by the global pandemic. The hotels in the UK and in the world first started making losses when the World Health Organisation termed the Covid-19 as a global pandemic. This led to countries imposing a travel ban, which reduced by a high number of bookings being made by foreigners (Hutton & Foley, 2021). All hotels in the world felt the effect of the travel bans, but more so the luxury hotels whose main clientele consisted of foreign travellers. There was also the general fear of the public of contracting the virus that discouraged people from traveling or making bookings in hotels. Among the health guidelines imposed by different governments and the WHO, people were required to quarantine and stay at home as much they could. The hotels were also required to facilitate several health guidelines that involved a reduced number of seats and serving areas (Hutton & Foley, 2021). This move meant that the hotels and eating areas were not maximizing their serving areas and were to a higher degree getting half or lower they were usually getting. All these guidelines and the pandemics on the individuals meant that the hotel business had to absorb all these changes. 
[bookmark: _Toc67653492]Introduction to Harriot Hotels
The Harriot Hotel, established in 1941, has always been a prestigious establishment with high reviews over the years. The hotels have managed to expand over the years and manage establishments in many parts of the group. They are especially famous for their exquisite services among their clientele. Being a part of the hospitality industry, the Harriot Hotels significantly felt the effects of the pandemics. This is especially because the hotels are a luxurious type with most of the clients being from different parts of the globe. The hotel's establishment is located in parts of Europe and America, which are the parts that were high heaviest by the pandemic. However, like many in its business, the Harriot Hotel has benefited from various schemes to revive the industry. It has, however, managed to revive most of its business following the reopening of various economic sectors as well as a lift on the travel bans. 
[bookmark: _Toc67653493]Cost items individually analysed
Large investments are required in the hospitality industry and this means that hotels are strongly dependent on revenues. During periods of shifting demand, hotels typically suffer from profit instability. The relatively high proportion of fixed costs means that hotels are strongly revenue-dependent. (Vij.p450)
[bookmark: _Toc67653494]Employees Wages
Wages are usually associated with employee compensation that is based on the number of hours worked multiplied by an hourly rate of pay.The employees wages costs for the Harriot Hotel 25% of the revenue. Wages paid to workers like lower members of staff for their hours are a variable cost but wages paid to senior members of staff which are paid higher may be on a fixed term contract so this is a fix cost. Any extra time they spend on the job is a variable cost. In this period of time Harriot Hotel can cut down senior managers or can use the Furlough scheme .
[bookmark: _Toc67653495]Advertising Costs
Advertising costs are the costs incurred in advertising the services offered by the hotels in a bid to earn more clientele. The advertising costs for the Harriot Hotel make up to 12% of the business. This cost is sometimes classified as an asset and only added to the income statement when the goods and services directly associated with this advertising have already provided returns. Advertising costs can be classified as variable costs, especially if the amount of productivity is directly proportional to the returns being made (Chron Contributor, 2021). However, 12% cost is relatively high, especially because the business is recovering from a blow of the pandemic. Harriot Hotel can therefore reduce the resources allocated for advertising costs to a lower level after viewing how the advertising is outputting. 
[bookmark: _Toc67653496]Interest on Loans
Interest on loans is measured as the accrued interest over a given period of time. The interest on loans for Harriot Hotels is at 17% currently. The cost of interest on loans is expectedly high in times when there are high inflation rates in the economy. This could be an explanation for the high rates of the cost in the business. These rates can, however, be reduced as the business progresses and the economy, especially in the hospitality industry, because they are causing them enough expenses as it is (Kagan, 2020). For the moment, the business could concentrate on recovering most of their debts and repaying their debts to bring a balance to their costs.
[bookmark: _Toc67653497]Housekeeping and Cleaning Supplies
These refer to the costs being incurred in maintaining the hotel premises. On a normal occasion, these are fixed expenses that can do not change with the amount of productivity that an organisation is making. During the recovery from the pandemic, and considering that the hotel is still recovering from the pandemic, it is required to maintain high hygiene levels that call for the hotels to be constantly cleaned and sanitized (Fox, 2020). 8.3% is, therefore, a sensible percentage of the revenue to spend on housekeeping and cleaning supplies because it serves as a form of advertising; with the phobia of the infection going on, the more carefully a place is maintained, the more people feel safe in it. 
[bookmark: _Toc67653498]Customer Discounts
Customer discounts are resources that the company puts into making more sales of their sales and servicing. The hotel has a 13.3% customer discount on total revenue. This kind of cost can be classified as a variable cost (Bragg, 2020). While the cost per unit remains constant, the total cost increases with the number of products sold, or in this case, discounts are given out. The discounts are a necessity for the hotel, but the levels are too high; while the company wants to attract trade, it also wants to absorb the losses it has been making. Stationaries are used in the front desks and restaurants. It is incurred with maintaining the usual front desk services. This is a fixed cost. Hotel Harriot is using 5% of the revenue of this kind of cost. This kind of expense cannot be reduced or increased with the amount of production the company is making. The company can handle this kind of cost can be absorbed by making more products that will out shadow this expense.
[bookmark: _Toc67653499]Conclusion and recomandation
The travel industry already faced difficulties. Many companies mastered the challenges of digitization and were successful in the changing environment. However, the magnitude of the consequences of Covid-19 is not comparable to previous crises (Ugur and Akbiyik, 2020)
[bookmark: _Hlk67647049]The tourism industry is greatly affected by the outbreak, as expected so the future of the hotel industry is not looking up but they can get help especially  if they give priority to costs that will have an immediate result in the business. Otherwise, the hotels should look to reduce the rest of the costs like employees wages, advertising cost and customer discount to maintain relevance in the business. Aswell following the various schemes the government has put in place to caution the shock the industry experienced. These schemes include the eat-out to help out schemes and the various grants the government is dishing out to hotel businesses to keep them afloat.
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