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The process of creating organization goals by identifying, measuring, analysing, interpreting, and communicating information to managers is call management or managerial accounting.
Management accounting focuses on all accounting aimed at informing management about operational business metrics. It uses information relating to costs of products or services purchased by the company. Budgets are often used to quantify the decisions made in operational planning. Management accountants use performance reports to note variances between actual results from budgets.
The main difference between management accounting and financial accounting is financial accounting is the collection of accounting data to create financial statements, while management accounting is the internal processing used to account for business transactions.
	Types of Managerial Accounting are:
· Product Costing and Valuation.
· Cash Flow Analysis.
· Inventory Turnover Analysis.
· Constraint Analysis.
· Financial Leverage Metrics.
· Accounts Receivable (AR) Management.
· Budgeting, Trend Analysis, and Forecasting.

	The general ruling of costing is based on allocating the cost elements to different segments of a business. The factors taken into account for the development of cost involves employees, processing transactions, customers, product lines, distribution channels and available subsidiaries. The case study relates to the expansion strategy followed by Harriot Hotel during the COVID-19 pandemic for increasing the capacity of the rooms in China, thereby compensating the losses in the Americas and Europe region. This attributes to performing cost breakdown analysis of Harriot hotel in relation to the contribution of individual revenue items such as cost for advertising, customer discounts, employee wages, cleaning supplies, stationary services, and housekeeping. Based on the aforementioned cost items, the decision needs to be made for increasing or decreasing the same to ensure that the hotel maintains competitive position in the market. The objective of the study is to identify the nature of the costs and allocating them to the appropriate category of fixed or variable cost.
Discussion
The following discussion examining all type of variable cost regarding PER methodology:
P - Point
E - Explanation
R - Relate  
	In general, all types of small businesses share common attributes of large corporates when it comes to evaluation of the overhead costs. The differentiating nature of operations of a business has a decisive role in allocation of overhead costs. In this regard, the overhead costs can be categorised into semi-variable, variable, and fixed cost respectively. However, for ease of understanding, the discourse of the essay has only emphasised on categorising the overhead costs as per variable and fixed costs. A cost which does not vary as per the business activities is referred as fixed cost. The usual types of fixed cost include annual salaries, taxes on property, government fees, wages paid for fixed workers, utilities, depreciation and insurance. In contrast, any cost which gets impacted by the business activities is known as variable costs. Therefore, it can be also said that increase in the operations relating to business activity will also increase the overhead costs. In contrast, decrease in the total number of activities will reduce such variable cost (Pagare 2020). The range of semi-variable and variable overhead cost comprises of overtime wages, commission, shipping costs, office supplies, legal expenses, consulting fees, cost pertaining to maintenance of equipment, vehicle usage and salesperson’s salaries (Johantri 2020). The computation of overhead cost is based on the appropriate time of recording them and comparison of the same with the revenue. In order to accurately evaluate bottom line of the business, assessment of overhead cost plays a key role. The computation involves subtracting the expenses and overhead cost from the GP (Novák et al. 2017). Furthermore, as per the total proportion of the cost items with bottom line, it can be seen whether the expenses are lesser or higher than the revenue generated (Yadav and Avhad 2020).
	The decision for eliminating, decreasing or increasing the individual cost item is not only to be made as per percentage contribution to the revenue but also the importance of the cost item which they hold for a business (Tarzibashi 2017). For example, stationary used on a day-to-day basis in the front desk of the restaurants may not have a high contribution to the revenue, however, inclusion of the same is mandatory as it is an indispensable part of day-to-day operations of the business. As per the characteristics of such a cost, exclusion of the same may have severe consequences for the business (Mohr 2017). In relevance to the given cost in the case study, the overhead cost is evident in form of customer discount, advertising cost, housekeeping, wages of the employees and cleaning supplies. These cost elements forms part of variable overhead costs. In contrast, wages which are being paid to the employees and interest pertaining to the loan can be classified as fixed cost (Ren and Guo 2019). The interest on loan is computed as per total percentage of the entire loan balance which are being paid to the lender on a periodic scheduled basis. This amount is usually quoted based on an annual rate, which is applicable for both short-term and long-term borrowings (Bent and Caplan 2017). As per the nature of such a cost, they cannot be decreased, eliminated or increased. In addition to this, interest on loan is depicted as the second-highest revenue contributor with 17%, followed by wages paid to the employees.
	The fixed wages which are paid to the employees of Harriot Hotel is to be included in the wages overhead and this is identified as a fixed cost. Furthermore, similar type of cost is evident in form of leave encashment, PF, gratuity, future benefits and employee welfare (Alavipour and Arditi 2018). The fixed cost relating to the wages of the employees directly impacts the morale of the employees and cannot be reduced to a great extent (McLeod, Osborne and Roberts 2017). The cost involved in advertising is seen to arise out of promoting a business over any media such as television commercial, newspapers and social media. Moreover, as it is not possible to track such cost for future benefit, it is often seen to be named as advertising expense. As per the given case, advertising cost has a total contribution of 12% for the revenue of the company, which can be further reduced to improve the degrading performance of all the hotels based in Europe and the UK. There is a maximum scope of reduction for up to 2% for advertising cost.
	The relevant cost of cleaning supplies and housekeeping is associated with cost of chemicals required for cleaning, chemicals used for odour control, equipment required for mopping, laundry carts, brooms, cleaning supplies and equipment for cleaning of drains (Tarzibashi 2017). In this regard, cleaning supplies and housekeeping is a total contribution of 8.3% towards revenue of the business. However, it is important to understand that elimination of such a cost is not feasible. The equipment relating to cleaning supplies is mandatory for office premises (An et al. 2020). As a result of consideration to reduce its cost, Harriot hotel can look forward to facilitate a greater number of employees with provisions for working from home especially for the employees based in China. As a result of this decision, the hotel will have the opportunity to allocate more amount of cost for office premises based in the regions of the UK in relation to the costs associated with cleaning and housekeeping. In this manner, the hotel will be able to significantly reduce the cost for the office is based in China. The total consideration for reduction in cleaning supplies and housekeeping cost can be done for a maximum up to 3%. The costs associated with discounts paid to the customer is based on the price paid in addition to the original MRP. Therefore, the relevance of this cost is seen with building customer loyalty, attracting new customers, improving site traffic and sales improvement. Despite of the importance of this cost, Harriot hotel can consider reducing this cost for overcoming the loss in the operations of the UK and Europe. However, the decision to reduce costs pertaining to customer discount should be done with great caution to prevent an impact on sales. In this regard, a drop in customer discount can be allowed to a tune of 5%. Furthermore, based on all the identified cost components, the reduction in customer discount is seen to be the highest.
	Stationaries are an inevitable part of front desk office which comprises of writing pads, envelops, pen and other office supplies (Nasution and Siregar 2018). Based on the given case study, the contribution of such items is only 5% towards the revenue. It is important to understand that despite of their such a low contribution margin, they are essential for daily requirement and cannot be completely eliminated. Moreover, they can be only reduced up to an extent of 1%. 
Conclusion
	The discourse of the essay has recognised wages paid to employees and interest on loans as the only fixed cost involved for Harriot hotel. Therefore, any type of reduction in these cost areas is not possible. The decision to not interfere with the fixed cost is due to their importance pertaining to the operations. For instance, any reduction in the wages paid to the employees will directly have a detrimental impact on the moral of the employees. Therefore, any form of adjustment in this cost will lead to attrition. On a similar note, the interest on loan is charged by the bank and therefore no reduction is possible on the same. The remaining cost components such as advertising cost, cleaning supplies, housekeeping, customer discount, wages and stationery comprises of the total variable cost for the hotel. Based on the variable cost items, advertising and stationeries are identified as the most important ones. As a result of this, the management can only consider a maximum reduction of up to 1% for stationaries and 2% for costs borne as a result of advertising. Along with this, the cost related to cleaning supplies and housekeeping can be reduced to a maximum of 3%. The total customer discounts can be reduced only up to 5% and this is the area where maximum cost can be reduced to compensate the loss pertaining to hard-hit cities of the UK and Europe.
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