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MHRA  disappointed with ECOFIN outcome
The postponement of the decision earlier this week by the Council of Ministers for Finance and Economic Affairs (ECOFIN) to include restaurant services in the list of services on which a reduced VAT rate may be applied  comes as a great disappointment to the MHRA.
When the European Commission and the European Parliament had expressed there support in July 2003 to the proposal, this was done in the light of the positive experiences gain by several European countries.   Several Countries who adopted a reduced VAT rate for the catering industry noted the  positive impact on the economy.       HOTREC published an in depth dossier in September 2005 on the subject and through various studies and graphs it had clearly the gains in the economy and the employment opportunities created by the resulting increase in economic activity.    Furthermore it was proven that a cut in VAT resulted in an increase of VAT receipts for the countries concerned.  The cut in tax rates were  fully compensated by a volume effect  resulting in an overall increase in revenue for the country.

Therefore the MHRA cannot understand how there can still be still disagreement in considering the catering industry as a ‘labour intensive’ industry, when in principle they are accepting services such repairing of bicycles,  shoes and leather goods, clothing and household linen (including mending and alteration),  Renovation and repairing of private dwellings, excluding materials which form a significant part of the value of the supply;  window cleaning and cleaning in private households, domestic care services (e.g. home help and care of the young, elderly, sick or disabled), and  Hairdressing as labour intensive industries!.

Today with close to a  thousand  restaurants on the two islands, these form an integral part of our economy and  a source of employment as large as other major industry on the island.   Most restaurant operators have realized that many of the costs they have been burdened with over the last year or so cannot be passed on to the consumer, as otherwise they will become uncompetitive and price will drive away business.   

MHRA calls on the Finance Minister and MEPs to make every effort to lobby in favour of  having the reduced VAT for restaurant included with ANNEX K inorder to have the flexibility of  its application if the opportunity arises in the future.      
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About MHRA

The MHRA has been established since 1958 and today represents 70% of all hotels in Malta and 35% of all restaurants, collectively representing an investment of over Lm 500 million and employing in excess of 20,000 people. For the past 45 years the MHRA has represented the interest of hoteliers and restaurateurs on the Island acting as a lobby group to ensure that the policy decisions taken on the Island are in line with what the tourism industry needs to flourish. For more information about the MHRA visit www.mhra.org.mt or call (356) 21 318133.
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