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1. INTRODUCTION
The management of an organization has the prime responsibility to ensure that resources of the business such as ‘money, inventory, real estate investments, technology and equipment are used in the best possible way’ (Helmkamp, 1990). The resources available to an organization are generally limited in supply and therefore the efficient use of resources is paramount for an organization to survive and be profitable. The management today is target oriented meaning it works through financial and non-financial standards, yardsticks, and budgets. This calls for   mechanism in place that identifies and reports to higher management any deviation from the planned course of actions.  
The subject of Management Accounting is mainly concerned with providing meaningful information to managers. People inside the organization who are responsible to control this. (Will and Rohde, 2015) Relating to various aspects of business activity to concerned managers with a view to assist in decision making to address sensitive and critical areas promptly. To be meaningful the information has to be relevant, timely, precise and authentic. The meaning of ‘relevant information’ criteria is that the information should lead to some kind of decision making by management. The meaning of ‘timely information’ is that information ought to be available in the shortest possible time so that decisions can be made promptly and actions can be initiated to control any untoward situation before it is too late. The meaning of ‘precise information’ is that managers need concise and to the point information to enable them to reach to the crux of the situation in the shortest possible time. The meaning of ‘authentic information’ is that information provided to managers need to be accurate so that sound decisions can be made based on such information.

1.1 The Scope for Management Accounting
To understand the scope of Management Accounting it is necessary to consider that annually published financial accounts were considered too late for any corrective decision making. The reason was high business risks due massive growth in the size of business and the heavy investment involved. As a result monthly accounting system was introduced for internal reporting purposes. This practice enabled review of performance at monthly intervals. However, with phenomenal advancement in technology it became possible to capture information on-line and in real-time enabling prompt decision making. That is the modern concept of Management Accounting. 
1.2 The Significance of Management Accounting
Due to large investments at stake, the high financing costs and ever multiplying business risks, management today cannot afford to lose time. Management today needs information promptly so that corrective actions can be put in place before it is too late. The concepts of Management Accounting such as split of costs into fixed and variable, standard cost accounting, budgeting, activity-based costing, and throughput accounting enable much more improved product costing and control on overheads leading to improved profitability. 
1.3 Types of Costs
It has long been realized that business costs possess varying behavior patterns. Costs that can be traced to a product or cost objective are referred as direct costs. Examples of direct costs will include direct material costs, direct labor costs, and manufacturing overheads. Costs that are common to more than one cost objective are referred as indirect costs. Examples of indirect costs include lubricants, adhesives, material handlers etc. The total of direct material costs and direct labor costs are referred as prime costs. 
Certain costs are time-related whereas some costs are activity-related. The time-related costs are charged in accounts on the basis of a defined period of time. These costs are referred in literature as ‘fixed costs’. An example of fixed costs would be rent of premises charged in accounts each month. 
The activity-related costs vary with level of activity. These costs are referred as ‘variable costs’. Examples of variable cost would include direct material costs, direct labor costs and manufacturing overhead that tend to vary depending on level of activity. 
1.4 Impact of COVID-19 on hotel industry
COVID-19 has had devastating impact on hospitality industry in general and hotel industry in particular (Gursoy, 2020). The hotel industry suffered globally as a result of lockdowns, stay-at-home instructions, social distancing, and travel and mobility restrictions (Bartik et al (2020). As a result of these restrictions the world economy suffered serious blow. The American Hotel and Lodging Association (AHLA) in its 2020 report presented gloomy picture by stating 71 percent hotels won’t make it another six months without federal assistance, that 77 percent will be forced to lay off more workers, that more than one-third hotels facing bankruptcy or forced to sell, and 59 percent in danger of foreclosure. The World Travel and Tourism Council estimated 50 million job loss risk. Hoisington (2020) pointed out that hotels are facing the brunt of COVID-19 due to economic slowdown and reduced travel and tourism.  Guevara (2020) commented that travel and tourism, the bread and butter of hotels, is facing collapse. Wallis (2020) pointed out that revenue-per-available-room (RevPAR) at Marriott hotels fell by nearly 90 percent in China and declined by 25 percent in Asia-Pacific region. Courtney (2020) estimated that RevPAR is likely to continue decline since travel restrictions are continued. The report released by STR for the month of February, 2021, highlights dismal performance of hotel industry in U.K. as shown below:
Figure 1 UK Hotel Industry
	Segment
	February, 2021
	Year-on-Year basis

	Occupancy
	23.3 %
	-69.5 %

	Average Daily  Rate
	Pound 57.52
	-56.9 %

	Revenue per available room 
	Pound 13.40
	-86.9 %



Source: STR Report
	
     The above data projects the seriousness of the impact of COVID-19 on U.K. hotel industry.
2.HARRIOT HOTEL
2.1 Introduction
 Harriot Hotel was founded by John D. Brockville in 1941. The hotel gradually expanded in U.S., Europe, Asia and Africa. The expansion was financed mainly by loans obtained from international banks. The COVID-19 pandemic and the ensuing lockdowns world-wide crippled hotel industry. As described by Jim Trulley, CEO, it has been the worst year for hotel industry. However, Harriot Hotel continued expanding room capacity in China following relaxation of lockdown.



2.2 Review of Projected Cost Items
Given below is the Projected Cost Breakdown for U.K. Division:
	Item 
	Value (Pounds in million)
	As percentage of revenue

	Revenue
	60,000
	

	Employee wages
	15,000
	25 %

	Advertising cost
	  7,000
	12 %

	Interest on Loan
	10,000
	17 %

	Housekeeping and cleaning supplies
	  5,000
	 8.3 %

	Customer discounts
	  8,000
	13.3 %

	Stationery used in front desk and restaurants
	  3,000
	  5 %



The above projection does not provide essential information such as number of rooms, occupancy rate and the number of diners visiting restaurants. 
A discussion of cost items follows:
Employee wages:
Employees are backbone to hospitality industry. The complement is a mix of salaried employees and hourly paid employees. The employee wages related to salaried employees are considered fixed costs whereas employee wages related to hourly paid employees are considered variable costs. The employee wages at Pound 15,000 million are 25 percent of revenue. This appears to be high figure which need careful analysis. In the absence of breakdown of employee wages into the two components it is recommended that Harriot Hotel should consider reducing salaried employee costs by offering attractive redundancy package and \ or use Furlough schemes as introduced by the UK government. 
Advertising costs:
Advertising costs are variable costs. The advertising costs are Pounds 7,000 million which is 12% of revenue. In the wake of COVID-19 lockdowns and travel restrictions it is most unlikely that advertising will generate significant amount of revenue. It is recommended that projected advertising costs should be reduced by 50 percent to bring them down to 6 percent of revenue.
Interest on Loan:
The projected interest on loan is Pounds 10,000 million which is 17 percent of revenue. Interest could be fixed rate interest or floating rate interest. Fixed rate interest is considered element of fixed cost whereas floating rate interest is considered variable cost. However, by considering savings in yearly tax bill due to tax shields the net cost will come down to about 9 percent of revenue.   
Housekeeping and Cleaning Supplies:
Housekeeping and Cleaning Supplies are projected at Pounds 5,000 million which is 8.3 percent of revenue. This cost item can be split into fixed cost and variable cost. The routine housekeeping costs are fixed costs whereas cleaning costs such as laundry can be taken as variable cost. The cleaning supplies as variable costs should reduce due reduced room occupancy.    
Customer Discounts:
Customer discounts are projected at Pounds 8,000 million which is 13.3 percent of revenue. Customer discounts are variable costs since they depend on room occupancy. Due to lockdown and travel restrictions it is most unlikely that the projected customer discounts will be availed. It is recommended to reduce this figure by 50 percent to bring it down to 6.6 percent of revenue.
Stationery used in front desk and restaurant:
The cost of stationery is projected at Pounds 3,000 million which is 5 percent of revenue. Due to reduced number of occupants and the reduced number of diners in the restaurant this item of cost appears to be high. It is recommended to reduce this item by 50 percent to bring it down to 2.5 percent of revenue.  
3.CONCLUSION
				3.1 Future of Hotel Industry
In view of prolonged COVID-19 pandemic the future of hotel industry does not appear to be bright in the near future. The hotel industry will continue the struggle for survival. There will be massive cost-cutting all around. The rate of employee redundancy will rise. Artificial Intelligence (AI) is likely to be prominent with robotics replacing manual workers (Zabin, 2019), (Chi et al, 2020). Kim et al (2005) considered hygiene and cleanliness to be paramount elements in the future. 
 
3.2 Summary of Recommendations
1. Reduce salaried employee costs.
2. Reduce Advertising costs by 50 percent.
3. Reduce cleaning supplies costs.
4. Reduce Customer discounts by 50 percent.
5. Reduce stationery costs by 50 percent.
6. Introduce automation including AI and Robotics.
7. Improve hygiene and cleanliness.
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