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This essay focuses on the various projected cost of Harriot Hotel, which was established in 1941 by John D. Brockville. Also, how concept of management accounting will help the company in understanding cost and segregating it in fixed or variable is also explained. Due to the prevailing economic conditions, every business industry is suffering from severe losses. But significantly tourism industry is majorly impacted by COVID-19 (Alonso et al. 2020). Despite being an industry player of this industry and global expansion in various countries, Harriot hotel has significant losses in the past financial years. But this gives Harriot hotel a chance to take risk and expand their business by having an expansion strategy of increasing room capacity in mainland china. Hence, a cost cutting strategy, for better profits is implemented so that decision regarding elimination, expansion and decreasing the cost can be taken (Gursoy and Chi 2020).
Costs which are incurred in any business are of two types: 
1. Fixed cost: Fixed cost is that cost which will remain constant at any point of production.
2. Variable cost: Variable cost refers to that cost which changes as per output changes. 
	Particulars
	Amount
	Percentage of revenue

	Sales
	60000
	

	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%



1. Point
Employee’s wages: Wages is the expense which is paid by the company to its employee for rendering services. 
Explain
Harriot hotel projects total employees wages to be $15000, which will be 25% of the total revenue. It is preferred to have low wages so that profit can be maximum. As economy is not stable financially due to COVID-19, paying 25% of the total revenue as wages only is not right as 25% is not a small amount and there are other expenses which have to be paid and that will leads to wrong allocation of funds. Employee wages can both fixed and variable. Fixed wages are manager’s salary, staff at office and so on. Variable wages are the wages of labor and workmen as it is dependent on number of units produced (Morello 2017). 
Relate
It is advisable to Harriot hotel to reduce the amount of wages paid so that profit can be maximum and this can be done by cutting wages by minimal amount for a specified time period. 
2. Point
Advertising cost 
Advertising cost is that expense which is incurred on advertising a product so that sales can be maximized. 
Explain
Harriot hotel will spend $7000, which will be considered to be 12% of the total revenue. This is not right as spending this much on the advertising will reduce income of the company. Due to this pandemic as sales has gone down so for boosting the sales, despite of being an industry player, Harriot hotel has to pay good funds in advertising so as to promote their hotel. Advertising expenses are considered as a fixed expense for business. This is because it does not get fluctuated on the basis of production units (Polemis, Stengos and Tzeremes 2020).
Relate
It is advisable to reduce certain amount of allocated funds in advertising as it is a renowned property and sooner or later they will gain their place in industry again. 
3. Point
Interest on loan 
Interest on loan is the certain percentage of the amount borrowed from external sources so as to funds business expansions and activities. 
Explain
As explained in the case scenario, Harriot hotel has a growth expansion strategy is to finance funds from international markets. But this will incur a huge amount of interest expenses every year. Therefore in 2020, amount that will be incurred in paying interest to banks will amount to $11000 which is expected to be 17% of the total revenue. This shows that the capital structure of the company is not right. Also, interest paid on loan is considered as fixed expenses as it has to be paid monthly or annually despite of earning profits or not (Lofton 2021). 
Relate
Harriot should think about the capital structure of the company and should maintain the balance between the funds borrowed by external users or by any other source so that it does not create a burden of paying fixed interest. 
4. Point 
Housekeeping and cleaning services
These expenses in hotel industry refer to the expenses related to cleaning rooms, lobby and the whole property. 
Explain
Harriot hotel being an industry player has to maintain the goodwill of the company by giving best cleaning and housekeeping services as this is what hotel industry is for. Hence, spending $5000 on this part is not wrong. It will be 8.3% of the total revenue. For shining at this struggling time, giving apt services is the only key to success in service line (Shevchuk and Denysenko 2020). This expense is considered as a variable cost as it will depend on the number of guest staying in the hotel. More guests mean more of housekeeping and cleaning expenses. 
Relate
Harriot should think of keeping it stable or increase the funds allocated to housekeeping and cleaning services so as to impress more and more client and ultimately increasing revenues. 
5. Point
Customer discount 
Customer discount refers to the concession given by the client or the customer to attract more and more customers.
Explain
At this time of high competition if one company wants to get ahead of other then they have to give more and more beneficial offers to the customers. This is because customer will always prefer that option which is cost effective. Therefore, Harriot hotel aiming to spend 13.3% of the total expected revenue on giving discounts to the customer. This will amounts to $8000. Spending this much on customer discount will help the company to attract more and more customer and hence this will increase the revenue of the hotel directly. But on the other hand, giving so many discounts can hamper goodwill of the hotel. This cost is considered to be variable cost as discount rate cannot be fixed at specified rate. It fluctuates as per the customer needs and the flow of payment (Shevchuk and Denysenko 2020).
Relate
Harriot Hotel is advised to keep discount rate at a stable point. Hotel should not provide discount at a very high rate and also should not charge so much price from the customer. Also, after getting their financial position back on track, the company should stop giving customer discounts. 
6. Point
Stationery used in Front Desk and Restaurants
Stationary expenses are those expenses which should are incurred for maintaining petty things in business. 
Explain
Harriot hotel will spend 5% of the total revenue on stationary that will be used in front desk and restaurants. This 5% will amounts to $3000. In a hotel industry, stationary expenses do not playa an important role in generating revenue of the company. As Harriot hotel is facing financial issues and then spending this much on stationary will increase losses of the company. Stationary expenses are considered as variable expenses as the requirement of these tools are not fixed and it will vary as per the flow and requirements (Woodruff 2021).
Relate 
Harriot should minimize or eliminate the expenses relating to stationary goods. This is because this funds can be used somewhere else so that profitability can be increased. 
Above explained expenses show that the pandemic made Harriot hotel think about the cost and expenses in that detail so as to known the net profitability of the company. From the above detailing of cost, it is expected that the hotel will generate total revenue of $60000. On the other hand, expenses will be amounts to $48000, which is 80.6% of the total revenue hence the hotel will earn a net profit of $12000 which is 19.4% of the net sales. If this expected figures held true then the financial position of the company will be stable and the company will be able to overcome from the financial issues which were occurred due to this pandemic (Woodruff 2021). 
At the end, it can be concluded that there are majorly two types of cost in any business: fixed and variable, which impact performance of the company. COVID-19 affected financial capabilities of Harriot hotel.  Projected cost for UK expansion has major issues and suggestions that employees wages, advertising cost, interest on loan, customer discount should be lowered down to some extend so as to increase the profitability of the hotel. On the other hand, housekeeping expenses should be increased so as to attract more and more customer and also to increase goodwill in the market. But, it is also advised to the company that stationary expenses should be eliminated for better net profit margins. For now, as per the projections Hotel Harriot is earning a net profit margin of 19.4% hence it is advised to go ahead with the expansion project by taking into various consideration provided above so that financial issues can be mitigated and the organization can move ahead of negative impact of COVID-19. 
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