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Management Accounting – Harriot Hotel

Management accounting is aiming to provide financial information of an organisation to a specific group of people, such as managers, by helping them to take the best decision in the way of organising a business (Athrill et al, 2018). Also, management accounting becomes one of the most  critical decision to be taken in an organisation which is aiming to source, analyse, communicate and use of the decisions regarding financial and non-financial to gain the organisation values (Ameen et al, 2018). Management accounting plays an important role in a business as helps the stakeholders, especially the managers, as their decisions will be based on real facts  to improve the strategies or to adjust the costs of the business (Drury, 2012). The two main types of costs found in a company are based on fixed and variable costs, where fixed cost remain the same regardless the activity of the busines. On the other hand, variable cost can be adjusted depending of the volume of goods produced or the services provided (Nickolas et al, 2021).  
The aim of this essay is to provide a detail analysis of fixed and variable costs affecting the hotel businesses during Covid-19, focusing on Harriot Hotel in United Kingdom. Across the world, Covid-19 pandemic had affected many businesses, especially hotels industry as people have been restricted to travel, therefore this sector was severely affected (Sharma et al, 2021). Due the coronavirus restrictions applied in UK hospitality industry faced many challenges as the strategies had to changed to be able to run the business with the safety measures. In 2020, the hotel sectors register the lowest revenues due to the pandemic causing closures to many accommodations (Gossling et al, 2020).   
Harriot Hotel belongs to one of the biggest chain hotels in the world founded by John D. Brockville in 1941. Over the years, the business register a huge expansion and played an important role in the hotel sector, therefore the key locations could be found across the world, such as Europe, Asia, Africa and America. Harriot Hotels had impressive strategies to expand and be the leader of this industry. However, the crisis of Covid-19 had a huge impact into Harriot Hotels, as the CEO, Jim Trulley stated that 2020 ‘’was the worst year ever for the business’’. Due to the challenges faced by Harriot Hotels in UK division during pandemic, the business took the decision to amend the fixed and variable costs to reduce the losses in 2021. 
The analysis of the costs for Harriot Hotels in UK will be focusing on employees’ wages, adverting costs, interest on loans, housekeeping and cleaning supplies, customer discounts and stationery used by the business. 
Employees’ wages are part of the labour cost involved in Harriot Hotel functioning. The salaries represent 25 % of the revenue, which is a high value. In this case Harriot Hotels uses a quarter of the revenue on wages which may be subject to amendments due to the restrictions applied during Covid-19. According to Vij (2012), employees wages in a business can be found as fixed and variable costs. Where superiors’ employees are under indirect costs and have higher salaries are considered as fixed costs due to the fixed term contracts. Contrarily, receptionists and housekeeping team are considered as part of the lower staff, being hourly paid, therefore falls under the variable costs. Overall, the senior members of staff wages will have higher salaries due to their responsibilities and statute, while lower staff will be less costly for the business, resulting that many employees of the organization will be under fixed cost type. In Harriot Hotels case, fixed costs needs to be decreased to be able to survive as a business during Covid-19, therefore senior staff needs to be reduced and benefit from the Furlough scheme implemented by UK government  or other great offer of redundancy packages.
Advertising is part of nonmanufacturing cost in Harriot Hotel organisation. The advertising cost is 12 % of the revenue, which is a high value, therefore Harriot Hotel will need to rethink the methods of advertising during the pandemic. Advertising is part of a fixed cost as is not directly involved in the manufacturing of a good or directly providing services, therefore the organisation establishes a specific cost. However, this cost may change over time due to the new ways of advertising the company, such as new technologies that can be used on the market (Kenton, 2019). During Covid-19, Harriot Hotel will need to decrease the fixed costs of advertising and new strategies needs to be found which will need to be less expensive. It would be recommended that the business can use alternatives ways of advertising via websites and social media.
Interest on loans cost is part of nonmanufacturing cost in Harriot Hotel, and represents 17 % of revenue which is quite high. 
Housekeeping and cleaning supplies cost is part of direct cost in Harriot Hotel business. These costs are 8.3 % of revenue, which is high value taking into consideration the pandemic and the restrictions applied to hotels industry. Housekeeping and cleaning supplies costs are variable costs as depends of the activity of the hotel occupancy levels. The variables costs can be adjusted in any business depending of the sales (Hung, 2009). It would be recommended for Harriot Hotel to cut down the costs on housekeeping and cleaning products by keeping a strict stock levels of the products and the staff should be properly trained when using the cleaning products quantities.
Customer discounts are part of indirect costs in Harriot Hotel business. These costs represent 13.3 % of revenue which is quite low. Harriot Hotel need to review this cost as during pandemic there are less customers and it would be good to offer different attractive discounts to increase the sales. The customer discount is a variable cost as it can be changed depending of the sales and customers levels, for example when the low numbers of customers the discount can be increased to attract more people. On the other hand, when the sales are high the discounts can be reduced or eliminated (Olivares et al, 2018). Due to the pandemic, Hariot Hotel will need to increase the customers discounts by offering different attractive packages for people, so the business will have more clients. 
Stationaries used in front desk and restaurants are direct costs in Harriot Hotel. These costs are 5 % of the sales which is quite high value taking into consideration that Covid-19 affected the activity levels of Harriot Hotels. Stationaries costs are variable as can be amended depending of the customers levels also the necessity of it.  As a recommendation for Harriot Hotel is to reduce the cost of stationary to a minimum level and use alternative ways such as online menus.
In conclusion, UK hotel industry is facing many challenges due to Covid-19, as many tourism agencies are closed and people are restricted to travel from one place to another, therefore the sales level are still low. The future of hotels sector is still unstable as there are restrictions applied across the country, especially for the visitors, therefore UK hotels will rely only on the local people. Also, for UK hotel industry different strategies needs to be applied for the costs to be reduced such as employees’ wages, stationary costs, advertising costs and housekeeping costs, so the business can still activate on the market. However, it would be recommended that customer discounts costs to be increased, so the client’s levels can be higher, thus sales level will be higher. 
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