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[bookmark: _Toc67925176]Introduction 
Management accounting is also known as managerial accounting or cost accounting which is used to identify measure, analyse and interpret accounting information in order for the manager to help with achievement of business objectives by making informed and timely decisions about the organization. The management accounting differs from financial accounting whereby financial accounting concerns external stakeholder including shareholders, investors, lenders, customers, and suppliers and help them make the timely and accurate decision (corporate Finance Institute, 2018). On the other hand, the management accounting deals with internal stakeholders of the company which are primarily employees and management and enable them to take measure to achieve long term goals of the organization. Management accountants analyse various kinds of data pertaining to the operations which gives them insights about the individual line of products, facility, and operating activity (Acca Global, 2020). 
Management accounting is important for various reasons including making budgets, monthly management accounts, and facilitates business planning. 	Moreover, it’s a key element in deriving shareholders' value through the formulation of business strategies and providing information on key strategic decisions. Management accounting may help the organization with the financial implication of business decisions (Iedunote, 2020). The company will be in a better position to differential between different costs and take measures to control and improve the process. There are two types of costs in line with the level of activity. The variable cost is the direct cost and changes with the output whereby fixed cost is general overhead cost and does not vary with the level of activity (Tppr, 2019). 
The global hotel industry felt severe turbulence amid the shutdown measures taken by several nations on account of the rapid spread of the Covid-19 pandemic. Over the last year, the pandemic had devastating impacts on the economy, health, and food security of millions, pushing as many as 150 million under the poverty line (World Bank, 2021). Many countries closed their borders imposing a travel ban which caused the global transportation, hospitality, and tourism industry to suffer massive losses. The UK hotel industry also felt turbulence where cash flows were significantly affected on account of the demand slump (Frontiersin, 2020).
[bookmark: _Toc67925177]Main Body 
[bookmark: _Toc67925178]Harriot Hotel 
The Harriot hotel is one of the oldest hotel chains in the UK established during 1941 and has expanded its business in many countries including the EU, United States Africa, and Asia. The bank has a cordial relationship which many financial institutions and banks from which the hotel has taken long-term finance facilities in order to pursue its aggressive expansion strategy. Recently, the hotel and tourism industry is going through a circumstantial slowdown which came on the back of the pandemic. The management is emphasizing on taking effective cost-cutting measures while a steady growth to maintain with focus on China since the lockdown restriction was relaxed earlier there. However, there are strategic decisions followed by restructuring to rationalize the cost items.
[bookmark: _Toc67925179]Point; Employee wages
This includes expenses pertaining to salaries and wages of employees including managers, event planners, executive chefs, general managers, administrative managers, waiters/waitresses, housekeepers, porters, and drivers. 
[bookmark: _Toc67925180]Explain;
Harriot hotel projects to spend 15 billion pounds on the employees’ wages which are comprised of both fixed and variable costs. The contractual staff which may be paid variable salaries includes lower-level staff including housekeepers, drivers, sweepers, and front desk officers. Whereas, the managerial staff and administrative staff may be permanent and their salaries comprise of the fixed component of the cost (Warnes, 2019). Since, the managerial employee’s salaries are usually higher than the contractual staff thereby fixed cost comprised a substantial portion of this cost item. 
[bookmark: _Toc67925181]Relate; 
Since the hotel has an efficient relationship with banks, in this regard the hotel may approach its banks to get a relief package under central banks Covid relief schemes to pay the salaries and wages of the employees. Since hotel industry’s unique selling proposition is derived from the employee’s behaviour and level of service they provide. Therefore, it is not recommended to cut down this cost by letting employees go. 
[bookmark: _Toc67925182]Point; Advertising cost
The advertising cost includes the marketing cost and expenses pertaining to promotions. 
[bookmark: _Toc67925183]Explain;
The company expands to incur 7 billion pounds which are approx. 12% of the revenues. This cost seems to be inflated in the context of the pandemic. The advertisement cost is usually fixed in nature and does not directly link with hotel occupancy and business volume (Streissguth, 2017). These costs include various marketing projects, promotional campaigns, seasonal advertisement, and print advertisement (brochures, catalogues). 
[bookmark: _Toc67925184]Relate; 
It would be recommended to the hotel to cut down the advertisement cost substantially to rationalize the overall cost. The company may use cost-effective methods for marketing and advertisement. Social media advertisement may be effective during these tested times. Since the company will not reduce its service level by cutting employee costs, therefore the word of mouth advertisement would play a key role in this regard. 
[bookmark: _Toc67925185]Point; Interest on loans
This includes the financial cost of the short and long-term loan taken by the hotel. 
[bookmark: _Toc67925186]Explain;
The company is projecting 10 billion pounds on interest payments which are 17% of the forecasted revenue. However, the same may justify the higher short-term borrowing on account of the slowdown of cash flows. The interest cost is fixed and likely to reduce with reducing the balance of finance outstanding (Strategiccfo, 2020). 
[bookmark: _Toc67925187]Relate; 
It may be advised for Harriot hotel to keep the long-term borrowing at a minimum to keep their leverage under control. Moreover, the hotel must avail of subsidized Covid relief schemes in order for cutting their interest cost. 
[bookmark: _Toc67925188]Point; Housekeeping and cleaning supplies
This includes the cost for procurement of housekeeping and cleaning supplies. 
[bookmark: _Toc67925189]Explain;
The company is projecting 5 billion pounds on housekeeping and cleaning supplies which is 8.3% of the projected revenue. The cost is variable to some extent which may change with the hotel occupancy rate. 
[bookmark: _Toc67925190]Relate; 
Since, the cost is largely variable thereby the hotel may not face any difficulty in cutting it the time of lower business activity or reduced hotel occupancy rate. 

[bookmark: _Toc67925191]Point; Customer discounts 
This includes cost incurred in the opportunity cost of revenue which was lost on account of various discounts given to the customer. 
[bookmark: _Toc67925192]Explain;
The company is projecting 13.3 billion pounds on customer discounts which are 13.3% of the projected revenue. During these unprecedented times, this cost substantially derives down the bottom line. Although, the cost is only variable at the early stages of business growth (Carlson, 2020). Many institutions use promotional discounts in the early stages of their business to grab market share. However, after crossing a certain threshold of business whereby brand image becomes stronger, the businesses stop giving discounts. 
[bookmark: _Toc67925193]Relate; 
It is strongly advised to Harriot Hotel to cut this cost entirely which may result from sufficient cost savings for the hotel. However, the same is advised under the circumstantial lower growth however the hotel may consider giving discounts subsequently. 
[bookmark: _Toc67925194]Point; Stationary used in front desk and restaurants  
This includes the cost for procurement of stationery used in front desk and restaurants.  
[bookmark: _Toc67925195]Explain;
The company is projecting 3 billion pounds on customer discounts which is 5% of the projected revenue. The cost is completely fixed and amounts for a substantial share of total cost.  
[bookmark: _Toc67925196]Relate; 
It may be advised to reduce the cost substantially by making efficient utilization of the existing inventory of stationary. Moreover, the managers may keep a close on the utilization pattern of the stationary and monitor any stealing or theft. 

[bookmark: _Toc67925197]Conclusion 
The outlook of the hotel industry in the UK may be uncertain currently in presence of the travel restrictions imposed by not only the UK government but also other countries. Proactive coordinated efforts are required in order to protect economic stability and prosperity but also save human lives since the disease outbreak is not likely to disappear in the near future. Businesses may need to invest substantially to build technology infrastructure in an attempt to increase their resilience to the demand shocks (Pewresearch, 2021). Going forward, the hotel business may be expected to be more resilient and migration flows may be limited for the foreseeable future on account of international travel restrictions and quarantine requirements. This may limit the potential for the industry’s economic prosperity and development.
As the hotel industry in addition to the travel and entertainment industry is the ones which were directly impacted by the pandemic. Therefore, the immediate measure must be taken by Harriot Hotel to not only protect the employment level but also the outlook of the business. The variable cost such as salaries of contractual and lower-level staff, housekeeping, and cleaning supplies will be reduced automatically on account of lower business activity. On the other hand, fixed costs including salaries of upper management and admin staff, interest on loans, advertisement cost, and stationary cost to be reduced through effective cost management measures. The customer discounts to be completely eliminated for the time being until the business activity is restored to previous levels. Cutting fixed costs would help Harriot hotel to substantially reduce its overall cost and would also enable the hotel to meet its working capital requirements during these challenging times. 
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