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Introduction

Management accounting is one of the most vital sources of information for business planning and operations. It contributes to the decision-making process and helps to forecast potential risks in achieving the company goals. Charles and Elizabeth Davis defined management accounting as a profession that entails to provide necessary expertise in reporting the financial situation and assists management in implementing business strategy. (Davis & Davis, 2019)Management accounting, along with financial accounting, has a significant role in the well-functioning of an organisation. As mentioned previously, it helps the firm, particularly managers, to make better decisions regarding past results and potential project risks.
Moreover, it helps to measure, monitor and report the performance of an organisation. Hansen suggested that management accounting contributes to business sustainability. It relates to managing risks, by applying cost management strategies. (Hansen, 2021)In various situations, managers must resort to cost-cutting techniques to increase performance and maintain its position in critical situations as Covid-19. 
According to their behaviour, fixed costs, variable costs, and mixed costs are the three main prices. (Siegel, 2008)Fixed costs refer to items that do not change even if the production increases or decreases. However, William Lalli mentioned that these costs are considered fixed under a given set of conditions. On the other hand, variable costs can increase or drop, and it depends on production and sales volume. Mixed prices have variable and fixed components. Examples of this type of costs include telephone, heating costs etc. (Lalli, 2011)
Many small and large business were forced to change their strategies to apply the cost-cutting method to cope with Covid-19. The global hotel industry has been drastically affected by the pandemic. Based on an article by David Roberts, occupancy has sharply declined at the start of Covid 19. The room occupancy in the West Midlands registered only 17% compared with 71% in 2019. (Roberts, 2021) This essay will project analysis of different types of costs and   measures that can be applied to deal in this pandemic crisis. 






About Harriot Hotels
Like many other businesses from the hotel industry, Harriot Hotels has been impacted severely by the restrictions related to Covid-19. As the company has been expanding internationally in China, Europe and America, the lockdowns and restrictions affected the operations dramatically. As a result, cost-cutting measures are required to maintain its place in the market. The types of costs will be identified, recommendations to improve profitability and performance will be discussed in this essay. 

Cost Items
Employee wages -25% of revenue 
 Employees' wages entail labour expenses for running Hariot Hotels. As per Projected Cost Breakdown for UK Division the employees' salaries hold 25% of turnover, it is relatively high. These projects that Harriot Hotels spend 15 000 million GBP on wages which is too much considering the Covid situation, and the income registered. This cost item can incorporate fixed and variable elements. For example, variable costs items include the receptionists, housekeepers, porters etc. These employees can be paid per hour which is advantageous for organisation. However, senior members who have higher rate wages and these are fixed costs cannot be paid hourly.  Therefore, these costs are considered fixed in nature and it is more difficult to change them.
It would be recommendable for Harriot Hotels to slightly reduce the number of hourly paid employees and senior management. However, to making use of the Furlough scheme provided by the UK government. (MorningStar, 2021)

Advertising Cost -12% of revenue 
Advertising involves costs for promoting Harriot Hotels, whether it is online, magazines, newspaper or television. These costs cover a total of 12/% of revenue and consists of an average number. This means that Harriot Hotels can spend this amount on advertising. On the other hand, because the business finds itself in a critical position, these costs can be reduced. Advertising costs are considered fixed in nature because these costs do not depend on the production level; however, the company retains the decision of how much money it can be allocated for this. Considering all the restrictions imposed by the government, these costs should be moderately reduced. The focus can be centred on reducing the costs for newspapers and magazines as sales plummet because of pandemics. (Waterson, 2020)Harriot Hotels would be advisable to maintain a part of costs on advertising items such as social media and television to prepare for recovery but cut costs on printed sources unless the restrictions are eased completely and the sales for these items will rise.

Interest on loans -17% of revenue 
The interest of loans incorporates costs for repaying business loans meant to help the business grow, acquire assets or expand. The interest on loans consists of 17% of revenue, which is relatively high. Harriot Hotels spend 10,000 million on these costs, which may lead to discrepancies in operations. This cost is fixed in nature as banks' agreements for business loans can start from one to ten years fixed term. (Nerdwallet, 2021) However, as a response to Covid-19, England's bank put in place schemes to support business to minimise the damage. The interest was cut with 0.1%, which is favourable for Harriot Hotels. (Bank of England, 2021) It would be wise for Harriot Hotels to benefit from schemes provided by the government. At the same time, it could consider other advantageous loans to support the business functions. 

Housekeeping and cleaning supplies- 8.3% of revenue 
Housekeeping it is considered an operational department responsible for cleanness in the Harriot Hotels to ensure pleasant customer experience.   Cleaning supplies are items that are required to maintain the hotels clean. 
Housekeeping and supplies cover 8.3% of total revenue, which is an appropriate percentage considering that during pandemic it is required to ensure the surfaces are cleaned very well to avoid contamination and protect customers.  This cost item is variable as it changes along with the level of production. For example, fewer customers mean less need for housekeeping and supplies. Nevertheless, cutting this cost will mean that there is higher chance for infections which can put people’s lives in danger.  It would be advisable for Harriot Hotels to maintain these costs as per government guidelines, the rooms must be well sanitised and cleaned more often to avoid infections.  (gov.uk, 2020) 

Customer discount 13.3% of revenue 
Customers discounts are costs that help the organisation to get more customers and obtain a competitive advantage. These costs consist of 13.3% of total revenue, which is relatively high considering that advertising has 12%, and both are part of marketing. They   have almost the same function; to attract new customers and keep the connection with existing clients.  This cost item comprises variable elements as it can be changed easily based on business discretion. (Taschner, 2016)This cost is flexible and can be gradually increased or decreased based on company circumstances as well. (Sergio Goncalves, 2020)Analysing the current business situation, it is recommendable for Hariot Hotels to prevent business from failure which means customer discounts can be decreased until economic recovery. This will help organisation to respond to challenges and control expenses. 

Stationaries used in front desk and restaurants consist 5% of revenue. 
Stationaries used in front desk and restaurants involve costs for items that help maintain hotel brandings. Examples of items include business cards, pen, paper and other supplies. The cost for stationaries is 5% of revenue which is low compared with other items. This cost is variable as it fluctuates based on sales volume, and it can be reduced or increased as per business requirements. It is recommended for Hariot Hotel to adjust this cost based on production and government guidelines related to travel restrictions which forecasts a still low chance for a full recovery in the next few months. As a result, this cost should be partially eliminated.  

Conclusion
Along with other businesses, the hotel industry is under a lot of pressure to cope with the challenges that Covid-19 causes. The government imposed many restrictions which impacted business operations and strategies. The hotel industry will require to think globally and adjust its methods and goals based on new trends and developments to survive and maintain its position. As a part of budgetary control techniques, cost-cutting is required. Employees' wages are a fixed and variable cost that is a quarter of total revenue and must be reduced by using the Furlough scheme provided by the UK government.
 Also, the advertising cost is considered a fixed cost in nature. Still, it can be slightly reduced by decreasing newspapers and magazines' costs as sales plummet because of a pandemic. Interest on loans is 17% of revenue, which is relatively high. It usually can be reduced because it is a fixed cost; however, as a response to Covid-19, The Bank of England put in place schemes to support business minimise the damage. (Bank of England, 2021)The company should maintain the cost for housekeeping and cleaning supplies as per government guidelines; the rooms must be well sanitised. Customer discount, on the other hand, is also a variable cost. However, it is recommended to be decreased. The last item, stationaries, should be partially eliminated. This will help Hariot hotels to avoid potential losses and to maintain its position in the market. 
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