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The king’s relgn comes to an end... Gunlﬁl e_nth.l.uluto braved the chilly wind and Intermittent drizzle yesterday for the last day of revelry. The flve days of colourful
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celebratians will make way for a solemn mood today as the Roman Catholic 1sland enarks Ash Wednesday, the first day of Lent, Photo: Matthew Mivabelli

George Micallef
‘The suthor {3 President of the Malta Hotels g
and Restauranm Associadon \I -

Threat to tourism industry

think no one will dispute

that 2009 will be remem-

bered for all the wrong rea-

sons. After the positive

results registered in 2008,

no one expected 2009 to
tlose off with such a dismal per-
formance but, having said thar,
neither did anyone envisage the
magnitude of the global recession,
which was looining on us at the
time.

Towards the end of the year,
MHRA conducted a detailed study
Inorder to evaluate and assess the
results for 2009 for the sector, The
botom line results for the year, as
announced, showed that during
2009 the gross operating profit for
hotels dropped by a staggering 37
per cenitwhile the hotel sector col-
lectively registered unprecedented
loases 1o the tune of 626 million
after taking Into account deprecl-
ation snd finance costs,

‘Towards the end oflast year, most
ofuswerelockingat 2009 astheyear
when we had scraped the bottom,
happy to saygood riddance to 2009,

We started to look at 2010 with some
degree of opdmism. All the cost-cut-
ting efforts had been painstakingly
put in place during 2003, leaving
verylittle room for further cost-cut-
ting measures in 2010, Most of us
started to look ahead to improved
rvevenues in the newyear, encour-
aged by some signs of optimism
from countries that represent our
maostimportant source markets, We
wereall bracing oursetves forachal-
lenging but better year in 2010 and
most of us were starting to feel as i€
the worstwas aver, withsome sense
of cautious but posidve sentiment
for 2030,

Hawever, all this was cut short
when the government announced
a staggering 50 per centhike in the
wtility rates as of January 1, That te-
te bit of positdve sentment sud-
denly disappeared and it turned
innto dishelief, with doses of anger
and, in some instances, even
despair. As If this wera nat enough,
the government subsequently
announced the introductdon of the
50cbed tax!

The MHRA Immediately called
an extraotdinary meeting of the
Malta Council for Economic and
Social Development where it pre-
sented the results of a study it car-
ried out showing the Impact of the
Increases of the uiility rates on
hotels and restaurants, estimated
at €10 million, and a consequen-
tial rise of €7 million in our oper-
ating codts.

The study showed that the
industry will be unable to recover
anyof the increases inutllity rates,
certalnly not during this year. The
presentation highlighted the risks
the hotels and restaurants sector
will be subjected to as a result of
these hefty and sudden increases
but also the substantial eamings
for the government derived from
tourism.

The MHRA recognises that the
government has a deficit problem
but our industry is having to face
two main problems. First, operat-
Ing costs are rising at a rate that
cannot be absorbed through
increases on the services we pra-

vide as the market remains very
price sensitive. Second, the room
nights factor has decreased to a
level that is leading o the existing
tourism model we operate in
becoming unsustainable,

The MHRA approached the gow-
ernment In an effort to address
these two problems and a number
of meetings were held with the
Minister of Finance and the Par-
liamentary Secretary for Tourism.

The assoclation firstly discussed
the need for the government to
invest more money to increase
seat capacity from new reglons,
supported with marketing cam-
paigns. Secondly, it looked at the
rising costs as a problem that
needed to be tackled by the gov-
ermnment because many of the
“new” costs are government-
induced. [t also proposed a num-
ber of mitigation measures tohelp
Industry soften the impact of the
increases and the “agreement” in
princlple reached berween the
government and the MHRA, as
announced, all depends on agree-

ing on the finer details. Neverthe-
less, It has to be made dear that the
proposed measures should not be
[nterpreted as if the MHRA agrees
with the increases in the udlity
rates, which may well cripple the
entre tourlsm industry, but only
as an opportunity that can imme-
diately help industry cope bener
with the impact! The MHRA was
among the very first to cbject to the
increases.

Cur members expected nothing
short of a revision of the
announced utility tariffs but the
MHRA council has wasted no time
1o secure an "agreement®, which
should, hopefully, see an increase
of nearly 10 per cent annually [n
arrivals and the Introduction of a
number of mitigatlon measures o
help industry cope better with the
impact of the rise in utlity rates.

Whether or not the Industry will
eventually be able to sustala the
hike on the utility rates remains to
be seen and all depends on how
the market will develop but only
time will tellt



