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[bookmark: _Toc65879144]Introduction 
Management accounting is the process by which accounting information is described, measured, analysed, interpreted and distributed to management in order to achieve organisational goals (Horngren, 2016). Management accounting is designed to assist internal managers in the decision-making process. Management accounts may be used to identify financial issues and to come up with a solution for dealing with unexpected market shifts. This report will analyse the Harriot Hotel's existing cost structure. This well-known hotel, like the other organization in the tourism and travel industry, is also affected by COVID 19. This report thus demonstrates different perspectives of controlling different cost and the judgement behind this, from which this hotel will solve the economic challenges caused by COVID 19.


[bookmark: _Toc65879145]The cost structure
The cost structure covers the various types of expenses paid by a company and generally comes in the form of fixed costs and marginal or variable costs.  Fixed costs are recurring costs regardless of a company's manufacturing level, although the variable expense is different that shifts with the production levels. This concept is describable in smaller units such as by-products, utilities, consumers, goods and geographies.
Different organisations may have a different structure of their cost.  The structure of cost is used to set prices when the business has a cost-based price schedule (Groot, MacMahon and Volkwein, 2012). It also indicates ways in which expenditure can be reduced or managed more efficiently at the very best. The cost structure is related to strategic management and cost accounting that does not extend to financial reporting.
[bookmark: _Toc65879146]Fixed cost
Fixed costs are costs that do not shift much in value because of changes in factors such as turnover or production. Fixed expenses, such as insurance, salaries, depreciation, rents and interest, are mostly constant. Highly fixed costs businesses such as manufacturing operations have greater margins than most businesses.
[bookmark: _Toc65879147]Variable cost
The variable or marginal cost involves directly the amount of activity or other activities carried out by an organisation (Drury and Tayles, 2016). The lower the production or processes involved the lower the variable costs and the higher the production, the lower the marginal cost. Examples of these costs include direct use of material, production-dependent wages, bonuses, and so on.
[bookmark: _Toc65879148]Type of cost in Harriot Hotel
As Harriot Hotel has a service cost structure, the operating cost structure of the hotel is split into fixed costs and marginal costs. The expense of the hotel business is split between fixed and variable cost in the following table.
	Cost Pool
	Type of cost

	Employees’ wages
	Variable cost

	Advertising cost
	Fixed cost

	Interest on loans
	Fixed cost

	Housekeeping and cleaning
Supplies
	Variable cost

	Customer discounts
	Variable cost

	Stationeries used in the front desk and restaurants
	Variable cost


[bookmark: _Toc65879149]An analysis of the increase, decrease or elimination of costs to sustain its leading position and its justification
Hotel Harriot is one of the world's top hotels in the hotel sector. It operates worldwide, including Europe, America, Africa and Asia. The epidemic of Covid-19 has affected businesses throughout the world, particularly the hotel and tourism sector, significantly recently.  The management also agreed to adopt a  cost-cut-out approach in the company in order to maintain lower costs in America and Europe. Because of the design and importance of costs, it is impossible to reduce all costs. However, most costs can be changed to minimize loss and maintain a  leading position in the industry.
Employee' wages: The hotel staff may be split between non-management staff and management staff. Management staff play a significant role in the decision making and handling of every crisis situation. The number of salaries should not be altered in the Harriot Hotel for the management staff. The non-management employee contributed little benefit to the hotel owing to the hotel shutdown at the lock-down during the Covid-19 disease outbreak (Zhao, 2020). Also, owing to the pandemic epidemic and government lockdown, nearly all the people were in their homes and booking a hotel room was less likely. In this scenario, the non-management staff is always unused as the number of clients decreases. The rate of salaries related to non-management staff should be lowered for the hotel therefore. In this situation, the number of staff at night shift could be reduced to a minimum to avoid further differential costs and to reduce overtime. Instead of anyone remaining above their usual hours of work, the leader and subordinates, for example, can support reception or assume other tasks. It may also hire part-time workers to lower payroll costs.
Advertising cost: Basically, advertising costs draw more customers and generate a market brand image. Since Harriot Hotel has become one of the world's leading brands in the hospitality and tourism sector, so it need not has to spend a lot on publicity, as people know about the hotel already. Since the spread of COVID-19 19 diseases caused the Government to put lockdowns into place, people are far less likely to book hotel than to be at home. In this scenario, the expense of advertising does not raise revenues.  But Harriot hotel does not exclude the expense of advertising from the budget. Instead, the expected advertising costs should be reduced and the available expenditure should be used to let individuals know if they would be safe at their hotels and how they are ensuring cleanliness and sanitation in each room in order to overcome the coronavirus. In addition, people have more time on their hands due to lock-down and devote a great deal of time on social media (Text Marnie Hunter, 2021). The company will then use social media to advertise more to inform consumers about the company's safety measurement initiative during Covid-19 and draw more customers to the company.
Interest on loans: The interest on a loan is a charge to the creditor or loan lender on a regular basis. It is a fixed expense that cannot be reduced or removed (Impact of Covid-19 on Hotel Industry: A System Approach, 2020). As Harriot Hotel is considering to expand its business in China with debt from the international bank, it would be subjected to a large amount of interest expense. By postponing the expansion decision the hotel can reduce cost from interest expense.
Housekeeping and cleaning supplies: The pandemic covid-19 has made people more aware of their health and reflects on protection and cleanliness concerns. For Harriot hotel, hygiene and cleanliness in each room are key concern. The room should be cleaned until space is reserved and after each guest departs. Thus there is no room to reduce the budget for housekeeping and cleaning materials for the Herriot hotel.
Customer discount: The hotel industry has always need to keep track of the market with effective discount and price strategies (Denizci Guillet and Chu, 2021). Because of the spread of the disease of covid-19, economic and income recession has also occurred. There has been a rise in the unemployment rate and a considerable reduction in the disposable income of individuals. Many people don't choose to reserve a hotel room or use their leisure at their hotel and restaurant. Thus Harriot can give its customers coupon rates or discount instead of charging its customers daily prices. Although the business would cost a lot, it will draw more buyers and boost the company's sales. If the company would not offer a discount, revenues would not rise and the hotel does not prosper into the pandemic.
Stationaries used in front desk and restaurant
The pandemic Covid-19 has rendered people more aware of their wellbeing. The hygiene criteria and cleanliness are most significant in the hotel industry, as the World Health Organization (WHO) says that the guests who have previously been living in the room could be contagious in Covid-19 (Coronavirus, 2021). Harriot Hotel, with its current stationery, can bring additional items to the front desk and restaurants. The hotel shall provide sanitiser or hand washing so that when guests come towards the front desk or the restaurant, they may wash their hands. It may also provide the visitor with mask and hand gloves to ensure maximum safety against coronavirus. In addition, other items cannot be used without sanitation in a pandemic setting. Stationery such as paper and pen can also be held at reception so that visitors do not have to search for them. In this way, the expense of stationery in the reception and restaurant used in the Covid-19 pandemic must be increased by Harriot Hotel.


[bookmark: _Toc65879150]Conclusion 
In summary, management accounting can help an organization discover different ways to deal with different financial and non-financial problems. The main and less significant Harriot Hotel operations have been listed here using management accounting tools. This report also reveals the use of management accounting, with an increased number of costs and a reduction in some costs, in order to resolve Harriot Hotel's challenges during the pandemic.
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