 

[image: ]



MODULE CODE: LCBB5002 Management Accounting 

ASSESSMENT TYPE: ASSIGNMENT
ASSESSMENT: 1
COMPONENT WEIGHTING: 30 %
WORD COUNT: 1500 Words
ASSIGNMENT TOPIC: Harriot Hotels Cost-Cutting Strategies
                                     Student Name & Number: Anastasia Sandu (1915950).
Lecturer Name: Widin Sha’ven







[image: ]
                                          Harriot Hotels Cost-Cutting Strategies
Introduction
Management accounting (also known as cost accounts or management accounting) is an accounting branch responsible for identifying, measuring, analyzing, and interpreting accounting information so that managers can make informed operational decisions. Management accountants provide critical insight, which helps the management team make many of its decisions. They also support a company's decision-making by providing a wealth of information on finance and statistics, often supported by powerful accounting software. Cost behavior refers to the relation between total costs and level of activity. Costs are classified according to behavior as fixed, variable, or mixed. Regardless of the level of activity, fixed costs are constant, and variable costs vary according to output, and mixed costs are both. In the past few years, the hospitality industry and the economy as a whole have bound up both domestically and globally. Most hotels experienced a turnaround at both occupancy and daily average hotel room prices with returns in demand and price power in 2019. There are signs of improved revenues per available room worldwide, a hotel industry's performance metric. Luxury hotels have outperformed upscale, mid-scale, and economical hotels, though significant improvements were made in all categories in 2019 (Pham, Dwyer, Su, and Ngo, 2021). This is good news for the hospitality industry, which has worked hard, and the prospects are generally good in the foreseeable future with optimistic forecasts. This is also a good time for the industry to replace the latest technology for outdated equipment so that moderate to heavy investments now can result in significant savings later on. (Pham, Dwyer, Su, and Ngo, 2021).
Harriot Hotel was founded by John D. Brockville in 1941. Harriot Hotels has become a major player in the global hotel industry with key operations in the Americas, Europe, Asia and Africa in recent years. Their continued growth was the result of an aggressive, loan-financed expansion strategy by major international banks. Recently the Covid 19 pandemic has erupted leading governments in various countries globally in order to impose locks that have paralyzed the hotel and tourism industries (Alonso et al., 2020). 
Point: Employee Wages
For a specific period, fixed costs remain constant. These costs often have to do with time, such as monthly wages. If Harriot Hotels is spending 25% of its revenue on wages, for the next few years, the wages will be higher. (Pham, Dwyer, Su, and Ngo, 2021).
Explain: It should be noted that fixed costs are not constant in the long term. Take the above example. The wages shall be the same until the Harriot Hotels relieves some employees. If Harriot Hotels decides to move or pay more to some employees, its cost will increase (Pham, Dwyer, Su, and Ngo, 2021). At Harriot Hotels, it is essential to track and understand how different costs change as volume and output levels change. 
Relate: The breakdown of these costs determines the services' price level and supports many other aspects of the overall Harriot Hotels strategy. These costs also constitute the main ingredients in various costing methods, including job order costs, activity costing, and process costing, employed by Harriot Hotels. (Alonso et al., 2020). 
Point: Advertising Cost
In Harriot Hotels, the answer lies in the fixed costs allocated. While the total costs for advertising allocated at 12% of the total revenue cannot easily be traced to each product line, the management can change these costs public to each product line manager. It, therefore, uses an allocation process to allocate the costs to the product lines. (Alonso et al., 2020). 

Explain: If the product line of advertising costs is eliminated, 7,000 in fixed costs will not be disposed of. This increased allocation to other product lines may, in many situations, make other product lines seem unprofitable (Pham, Dwyer, Su, and Ngo, 2021). In analyzing segmented information with cost allocations, the message here must be careful. 
Relate: The costs allocated are generally not differential costs and are therefore not typically relevant to the decision. An alternative view of the Harriot Hotels' decision to keep or drop the product line from the advertising costs is to calculate this product line's profitability before deducting fixed costs. (Sanjeev, Jauhari, and Vij, 2012)
Point: Internet on Loans
The COVID-19 pandemic has severely affected the world economy and has devastated the tourism industry globally. The short-term economic impacts of the incoming tourism industry on Harriot Hotels during the pandemic are estimated in this article. 
Explain: The analysis covers effects from the direct contribution to economic effects on macroeconomic and industrial, and occupational levels (Sanjeev, Jauhari, and Vij, 2012). When it comes to loans, the pandemic has impacted several industries and professions outside the tourism industry. 
Relate: Based on the resilience theory, 17% of total revenue is a fixed cost and very hard to bear for Harriot Hotels in this manner. Subsequently, there is nothing that can be done in this case rather than negotiate with banks to lower the interest rates and increase payment period for the hotel. (Sanjeev, Jauhari, and Vij, 2012)
Point: Housekeeping and Cleaning Supplies
An alternative way of handling Harriot Hotels decide to calculate House Keeping and cleaning supplies' profitability in advance of the deduction of fixed costs. (Sanjeev, Jauhari, and Vij, 2012)
Explain: Direct fixed deduct costs of 8.3%, and the remaining profit of the customer is 5,000. This explains why the company's overall losses would be 5,000 more if the House Keeping and cleaning supplies account had been increased (Sanjeev, Jauhari, and Vij, 2012).
Relate: since this is a fixed cost, it cannot be changed.
Point: Customer Discount
Customer discount is a variable cost. The key to identifying a profitable price level for its services is the knowledge of fixed and variable costs. It can also provide information on projected profits to entrepreneurs considering buying a Harriot Hotel. With 13.3% of total revenue, the managers can calculate the number of units and the volume of dollars necessary to make a profit and decide whether the figures seem credible. To identify economies of scale, an understanding of fixed and variable expenses can be used. (Alonso et al., 2020).
Explain: This customer discount is established because fixed costs are spread over a wider range of output items as output increases. Both fixed costs and variable costs give a clear picture of Harriot Hotels' overall cost structure. Understanding the difference between fixed and variable costs is important for making rational decisions about Harriot Hotels' customer discount that affect profitability directly (Alonso et al., 2020). 
Relate: No company can altogether avoid the impact of rising costs. And most managers have learned to adjust inflation to the effect on current operating costs. However, few have taken it into account in their competitive strategies. And most managers, especially those in capital-intensive industries, have not paid sufficient attention to the effect on their ability to compete for the long-term in terms of increasing capital needs. The income and cost differential between alternative action courses represents the difference in revenues and costs (also referred to as relevant revenues and costs or incremental income and costs). This differential analysis is called Analysis (Alonso et al., 2020). For example, the 60,000 difference in revenue shows that doing away with customer discount saves 8,000 more in revenue than not doing away with it. The variable cost differential value of 10,000 shows that the interest on loans is 10,000 higher than not taking some. Note that the profit differential is 12,000. This shows that customer discounts result in 12,000 less than 20,000 profits if it was avoided. Thus, the desirable course of action is dropping unprofitable customer discounts. (Alonso et al., 2020).
Point: Stationery Used in Front Desk and Restaurant
This is a fixed direct cost at the beginning of a year and variable cost during the operation period of the office. Fixed direct costs are fixed costs that can be directly traced to a product line. Differential costs are often direct fixed costs. (Alonso et al., 2020).
Explain: The stationeries used in front desks and restaurants is easily reflected in the product line of the advertising costs. If this product line is removed, the product line stationeries used in front desks and restaurants is also eliminated unless the product line manager has a long-term employment contract. (Uğur and Akbıyık, 2020).
Relate: An allocation process Typically, fixed costs allocated are not differential costs. However, stationeries used in front desks and restaurants will probably not diminish if the advertising costs line is eliminated unless Harriot Hotels chooses to buy stationery once. The allocation of the stationery costs would be transferred to the other two products. (Uğur and Akbıyık, 2020).
Conclusion
Harriot Hotels need to classify costs as either variable or fixed because companies can then assemble a financial statement called the Declaration/Cost of Goods Manufactures. The greatest cause for concern for hoteliers is the number of staff employed in the hospitality industry in Great Britain by European migrants. In today's climate workforce are free to enter the United Kingdom without a work or visa and employers have only to check 'Legal Work Right' before people start to work. UK hotel, restaurant, leisure and entertainment companies employ over 400,000 migrant workers on this basis (Uğur and Akbıyık, 2020). Only the five-star average hotel in London is run by staff of 50 nationalities. With a devalued buck and the government's potential to introduce a new work scheme that would require employers to ask a central government authority for permission to employ foreign national workers, EU migration could slow down significantly. For instance, if a Harriot Hotels entails high direct labor costs in producing its goods, they can invest in machines, which in exchange for stable and known fixed costs reduce these highly variable costs. This decision should be taken about volume and volatility, as trade-offs occur on different production levels. High volumes with low volatility encourage investment in the machine, while low volumes and high volatility promote variable labor costs. If sales were low, even if unit labor costs remained high, it would be wiser not to invest in machinery and incur high fixed costs because the high unit labor costs would still be less than the machinery's overall fixed cost. The volume of sales at which the fixed costs or variable costs incurred are mutually equal is called the point of indifference. Finally, variable and fixed costs are also vital ingredients for various Harriot Hotels costing methods, including work order costs, process costing, and Harriot Hotels-based costing.
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