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Chapter 1 - Introduction
1.1 Preamble
The Maltese archipelago consists of three Islands, Malta (246 sq km), Gozo (67 sq km) and
Comino (2.7 sq km). The country is located in the Mediterranean Sea, about 100 kilometres
south of Sicily and 300 kilometres east of Tunis. The Maltese archipelago is on the periphery
of the European Union. Malta’s population stands at 402,727 (2005) of which approximately
30,000 live on the island of Gozo.
Malta’s socio-economic development rests on three main pillars: sustaining economic growth
and competitiveness through the generation of a knowledge-based and service-based
competitive economy; the safeguarding of the natural and urban environment; and ensuring
continuous investment in human capital and education. Government’s vision for Malta is one
which aims to sustain and develop a dynamic, high value added economy founded on
competence, skills and excellence and one which is capable of sustaining a high standard of
living for all citizens.
Within this context, the main macroeconomic policy objectives of the Maltese Government
remain the achievement of sustainable economic growth and a high and stable level of
employment, restoring fiscal balances to sustainable levels and ensuring a reduction in the
debt-to-GDP ratio and stability in the external sector. Achieving a sustainable fiscal position
remains a priority to ensure a stable macroeconomic framework, capable of fostering
economic growth, generating employment opportunities and sustaining social responsibilities.
The Budget Speeches for 2006 and 2007 clearly demonstrate Government’s commitment to
remain on track to reduce the fiscal deficit to below 3.0 per cent of GDP and to achieve a
reduction in the debt-to-GDP ratio in 2006. Furthermore, Government is committed to ensure
the long-term sustainability of public finances. A number of reforms, such as the pension
reform, are being undertaken towards this end. A stable macroeconomic environment also
entails stability in the external sector, as this is essential to maintain price stability. This
continues to be a priority, especially in view of Malta’s participation in the European Exchange
Rate Mechanism II (ERM II), as from May 2005.
The small, open characteristics of the Maltese economy and the continuous resolve for
international competitiveness in an increasingly globalized world, implies the need for greater
strides towards capability development to sustain and improve the current standard of living.
Although it remains important, improved competitiveness cannot be achieved only by focusing
on the cost component of competitiveness. The Government believes that competitiveness is
enhanced by increasing productivity, sustaining the development of a knowledge-based
economy and by facilitating the shift to higher value-added economic activities. Indeed, the
most important means through which an adequate standard of living for the Maltese
population can be secured in the longer term is by maximizing the country’s productivity and
competitiveness in the international sphere through innovation and knowledge. Within this
context, structural reforms to instil greater efficiency and to enhance the supply side of the
economy are important. Government remains committed to increase efficiency in the public
sector whilst focusing on its role as a regulator rather than participating as an operator in
economic activities.
In May 2004, Malta became a European Union Member State. Through the strategic
frameworks set out by successive National Budgets since the late nineties and other
programmes,1 the country has been undertaking a specific direction towards convergence at
the European Union level. In recent years, the main strategic focus was on strengthening the
competitiveness of the Maltese economy, whilst maintaining a sustainable use of the
1

Including Malta’s Pre-Accession Programmes and the Structural Fund Programme 2004-2006.
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environment. Much of Malta’s domestic manufacturing industry, agriculture and fisheries had
developed behind protective barriers which created an artificial scenario of market stability
and encouraged these enterprises and farmers to move into areas of production in which it is
difficult to compete in an open economy. At the same time, due to the pressures on the
environment resulting mainly from the very high population density and environmental fragility
of the Islands, Malta needed to take action to ensure the sustainability of its future socioeconomic development.
Malta’s strategy under Cohesion Policy 2004-2006 envisaged an urgent need to address the
socio-economic infrastructure, in particular the environment and transport sectors,2 a need to
support the productive sector in its efforts to restructure and diversify and compete within the
internal market, and a need to address the issue of human resource development, particularly
in the area of vocational educational training. The paramount importance of achieving
economic competitiveness, ensuring sustainable environment, investing in education and
addressing Gozo’s economic development needs, remain important cornerstones of Malta’s
development objectives for the next round of Cohesion Policy.
Cohesion policy for the period 2007-2013 can be characterised by a strengthened strategic
approach with two new elements: the Community Strategic Guidelines’ at European level and
the National Strategic Reference Framework (NSRF) at the Member State level. Both
elements as presented in the draft Council Regulation of 11 July 2004 are aimed at a better
integration of the Community priorities into national and regional development programmes.
In Malta, the NSRF has been drafted in an intensive dialogue process and an extensive
assessment of the country’s needs and challenges, strategic objectives for development for
the medium and longer term. The NSRF provides the goals and the strategic framework for
the operational programmes on the objective of sustaining economic competitiveness through
innovation and entrepreneurship and facilitating a knowledge-based economy through
investment in the required physical and social infrastructural capabilities, education and social
inclusion. The NSRF is based on and builds upon the National Reform Programme3 and the
Pre-Budget Documents published by the Government in 2005 and 2006. 4 It also links to the
National Rural Development Strategy for Malta 2007-2013 and the National Strategic Plan
(for Fisheries). In a nutshell, these are the main strategic building blocks on which the NSRF
is based.
This document consists of a number of Chapters. Chapter 1 serves as an introduction to the
document. Chapter 2 presents a thorough socio-economic analysis consisting of an overview
of Malta’s territorial and socio-economic context, an analysis of most recent economic
performance, and a review of the sectors considered critical for Malta’s convergence to the
EU benchmarks. The scope of Chapter 2 is also to provide the contextual scenario in which to
ascertain Malta’s position vis-à-vis the European Union 25 benchmarks particularly with
respect to the “Lisbon criteria” considered crucial for Malta’s competitiveness and
convergence. Having analysed Malta’s situation analysis and ascertained the country’s
relative position vis-à-vis the EU25, the Chapter goes on to provide an analysis of the national
strengths, weaknesses, opportunities and threats (SWOT) as well as of the progress
achieved during the 2004-2006 period. The SWOT analysis is the outcome of an intensive
public dialogue process undertaken to assess the country’s needs, challenges and strategic
objectives. Chapter 3 presents the ex-ante evaluation of the NSRF document. 5 Chapter 4 is
the core of the NSRF. It provides a detailed overview of the overall strategic direction for
Malta over the 2007-2013 programming period. This Chapter serves to provide a detailed
analysis of the challenges Malta will face in the medium and long term, the envisaged NSRF

2

Malta was not eligible for ISPA, SAPAR D and PHARE.
National Reform Programme – Malta’s Strategy for Growth and Jobs – Addressing the Lisbon Strategy October
2005.
4
A Better Quality of Life- 2006-2010 Pre-Budget Document, July 2005, and Securing our Future, Pre-Budget
Document 2007.
5
Although not a requirement by Regulation, Malta has decided in favour of an ex-ante evaluation of the NSRF to
enhance and complete the programming process.
3
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vision and programming target indicators and the strategic objectives set to achieve these
targets. This chapter also puts the NSRF in the context of other national strategies.
Chapter 5 provides information on the Operational Programmes and the Financial Tables.
Chapter 6 consists of the Verification of Additionality while Chapter 7 sets out the consistency
of the NSRF with other Community Policies and the mechanisms which aim to ensure coordination between the Cohesion Policy Programmes and other policies, programmes and
initiatives. Chapter 8 presents a review of administrative efficiency and Malta’s objectives in
this regard.

1.2 Preparation of the NSRF (Partnership)
The use of an extended partnership framework is an essential condition for the programming
process for the period 2007-2013 and is also a compulsory requirement for programming the
Cohesion and Structural Funds. The NSRF was conducted in constant collaboration with all
partners and total respect of transparency.6
The discussion and consultation process on the National Strategic Reference Framework was
seen as the third of its nature in a process which started in early 2005 with the launch of the
consultation on the first Governments’ Pre-Budget Document which was followed by a
consultation process in the summer of 2005 on the National Reform Programme. The start of
the preparations for the NSRF has to be seen in this context and the involvement of the
partners in the NSRF was seen as building upon the consultation that had taken place as part
of the finalisation of the Pre-Budget Document and the National Reform Programme.
The NSRF has gone through different layers of involvement of the Partners spanning almost
a whole year starting in the third quarter of 2005 to the second quarter of 20067. With regard
to the preparation of the NSRF itself, four Working Groups were set up in the third quarter of
2005 focusing on a number of priority areas, namely: Economic development and
Competitiveness; Accessibility; Environment; and Employment and Social Inclusion. The
selection of the vertical priority areas was based on the draft Community Strategic Guidelines
available at the time. A number of areas such as research and development, employment and
special needs for Gozo were included as horizontal priorities to be addressed by each of the
Working Groups.
The Working Groups were chaired by experts in the field and brought together Line Ministries,
public sector organisations and relevant partners for discussions on the strategic framework
pertaining to each priority areas. The NSRF drafting team also participated in most of the
meetings. Questionnaires were distributed to the main stakeholders and bilateral meetings
were organised, under the auspices of the Chair of the Working Group, between specific
stakeholders8 and the NSRF drafting team.
A national SWOT workshop spanning five half-day sessions was organised in September
2005. Four sessions dealing with the same thematic areas as the Working Groups were held
in Malta and a fifth session was held in Gozo dealing with Gozo’s special needs. Over 80
organisations – public organisations, socio-economic partners, NGOs and other
representatives of the private sector were invited to the workshops. As part of the national
SWOT workshop exercise, an e-mail address was set up: nsrf@gov.mt.

6

The process adopted has been consistent with that put in place for the adoption of the national development plan
pre-budget document and the Lisbon National Reform Programme (NRP).
If one takes into account the partnership process for the Pre-Budget Document and also the National Reform
Programme this period would extend to over 18 months.
8
MEPA was a critical participant in the working group on environment, the SWOT and the public dialogues held by
the Prime Minster and also as part of the public sector’s consultation. Environment NGOs were invited to the
environment SWOT, public dialogues organised by the Prime Minister and also through the wider public consultation
on the NSRF which lasted several months. Moreover, within the environment working group, a special and exclusive
th
session was organised by the Chair of the Working Group for the environment NGOs on 11 August 2006.
7
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Following the agreement of the Council on Financial Perspectives in December 2005, a series
of public dialogues was organised by the Office of the Prime Minister in the first quarter of
2006. These public dialogues were led by the Prime Minister of Malta and apart from the
participation of the general public, relevant organisations (public and non- public including
NGOs) received a specific invitation to attend. Prior to the dates of the individual public
dialogues, an invitation to the public was published in the newspapers and was later
accompanied by a write-up on the specific area (relevant to the public dialogue) with
examples of current interventions (if any at all) under the 2004-2006 programming period. On
the day of the dialogues, short video-clips were used to set the scene (introducing Cohesion
Policy in general and highlighting Cohesion Policy interventions in Malta) to ensure a focused
discussion.
Five public dialogues were held: human resources; environment, accessibility, enterprise and
tourism, and Gozo. Apart from members of the general public, over 80 public sector
organisations, representatives of local Government and non-Governmental organisations,
participated in the public dialogues which were also given good coverage in the media. An
average of 45-50 interventions were made at each session. The dialogues were also
supported by a help-desk on site where the participants could ask for further information or
pass on written submissions on the issues discussed. Moreover, self-addressed (and paid)
envelopes which could be sent to the NSRF drafting team with comments, positions and
ideas were made available on site. An e-mail address djalogi@gov.mt was set up and all
video clips were posted on the website of the Department of Information.
At the end of this extensive consultation period, the first draft of the NSRF was produced in
March 2006. Following an internal inter-governmental consultation,9 the first draft of the NSRF
was published for public consultation.10 A press conference was held on 25 March 2006 to
launch the draft which also received extensive attention in the media, including the national
Sunday papers. A copy of the published version was sent to all participants of the public
dialogues. The draft NSRF was made available in hard copy version from the Office of the
Prime Minister and also the Ministry of Finance and in soft copy version on the websites of
the Department of Information, the Ministry of Finance and the general Government website.
A session was held on Monday 3 April 2006 to formally present the document to the extended
Malta Council for Social and Economic Development (MCESD).11 The extended MCESD is
composed of a number of senior civil servants from the economic, social and financial
sectors, the socio-economic partners in Malta, including the Chamber of Commerce, the
Federation of Industry, representatives of the tourism sector, employers organisations, trade
unions, professional bodies, the consumers association, local government and civil society
groups including organisations representing equal opportunities, the elderly and youth – all of
whom had been invited and participated in one or more of the SWOT workshops and the
relevant public dialogues. MCESD had a central role in the consultation process for the NSRF
in that members were invited to submit their proposals and feedback on the framework
document over a number of occasions. There was space for formal discussions in the ambit
of the same MCESD proceedings and informal submissions through participation in other
fora.
In addition, the formal session with the MCESD included a presentation of the document and
its objectives followed by a discussion. At the end of the session the Chair MCESD was
invited to send the Council’s comments to the drafting team by the end of April 2006. During
the same meeting, one of the issues discussed concerned the input to the strategy on
strengthening the administrative capacity of the socio-economic partners. A request in writing
to this effect had been made to the Chair MCESD some weeks before the meeting.
9

MEPA also took part in the internal public service consultation as a key Government entity.
The draft NSRF was published in book format and was available electronically on a number of government
websites.
11
The Malta Council for Social and Economic Development (MCESD) was established by an Act of Parliament (Cap.
431) in 2001 as a body corporate having a distinct legal personality. Further reference to the MCESD is contained in
Chapter 10.
10
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Updates on the programming process of Cohesion Policy 2007-2013 have also been given at
Monitoring Committees for Structural Funds (2004-2006), where Government socio-economic
partners and civil society are represented.
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Chapter 2 – Situation Analysis of Malta’s socio economy
The socio-economic analysis starts with a brief overview of Malta’s territorial characteristics,
which provide the context in which the socio-economic analysis can be undertaken. After
highlighting the main territorial aspects of Malta, an economic review is presented. This is
followed by a review of the sectors considered critical for Malta’s convergence to the European
Union (EU) benchmarks. The scope of this chapter is also that of providing the contextual
scenario in which to ascertain Malta’s position vis-à-vis the EU25 benchmarks, particularly, with
respect to the Lisbon Agenda considered crucial for Malta’s competitiveness and convergence.
Having analysed Malta’s situation analysis and ascertained the country’s position in comparison
with the EU25, the chapter goes on to provide a SWOT analysis. This is followed by an economic
review addressing the expected macro-economic impact of Cohesion Policy and analysing how
nominal convergence criteria will be in line with Cohesion Policy transfers.

Figure 2.1 The Maltese Islands
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2.1 Territorial context
The Maltese Islands, consisting of Malta (246 sq km), Gozo (67 sq km) and Comino (2.7 sq km),
are located in the Mediterranean Sea, about 100 kilometres south of Sicily and 300 kilometres
east of Tunis. The Maltese archipelago is on the periphery of the European Union. The population
of Malta is 402,727 (2005) of which approximately 30,000 live on the island of Gozo. This
population intermingles with 1.12 million tourists who visit the Islands on an annual basis.
Malta, like many other countries, faces an ageing population. In 2002, The working age
population accounted for approximately 64 per cent of the total population. During the same
year, the elderly population (aged over 61 years) constituted some 16 per cent of the population.
Table 2.1 below highlights the decline of the number of young people over the period 2002-2005,
indicating the shift to an ageing population. This trend is expected to continue, with the
percentage of people aged over 61 expected to reach 33.8 per cent by 2050.
Table 2.1
Population Trends

Age

2002

2005

2010

2020

2030

2050

%

%

%

%

%

%

1-15

20.1

18.5

16.2

14.7

14.9

15.1

16-61

63.9

65.0

63.8

60.3

57.1

51.1

61+

15.9

16.4

20.0

25.0

28.0

33.8

Source: Pensions Reform Working Group

The Gozitan population exhibits a markedly higher dependency ratio than the one calculated for
Malta12. This relatively higher dependence is mainly due to a higher proportion of persons in
retirement while another reason is that many Gozitan young people transfer to a residence in
Malta either through marriage or because they are attracted by better economic prospects.
Another factor to which the generally older population of Gozo in comparison to Malta’s may be
attributed is the net return migration flows. It should be noted that a substantial source of
population growth in Gozo comprises returned migrants, naturalisations and registrations. By
contrast, population growth in Malta is mainly sustained by natural increases.
Malta exhibits a number of territorial, and therefore permanent, characteristics that impact on its
socio-economic development. The distance from mainland Europe together with its
fragmentation, constitute permanent characteristics of peripheral territories as recognized in the
Treaty of Amsterdam. Malta’s southern peripherality results in direct problems with respect to
accessibility to the rest of the European Union and as a result, the country is extensively
dependent on air and sea transport. In turn, this dependence results in higher costs, creating
problems with reliability of supply and limited physical access to the European market. Taken
together, the peripheral location and insularity reflect the permanent vulnerability of the Maltese
archipelago. Within this archipelago, Gozo faces the real constraint of ‘double insularity’ as a
result of its dependence on Malta for the movement of people and imports and exports of goods
and services. As a result, improving both Malta’s and Gozo’s accessibility, including the link
between Malta and Gozo, is a key factor in improving the country’s overall economic
performance and general standard of living.
12

The dependency ratio is defined as the ratio of the sum of persons aged up to 16 years and those over 61 years to the
working population.
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The insularity of the Maltese islands is further aggravated by the population density factor.
Although Malta is one of the smallest countries in Europe with a total population of 402,700 at the
end of 2005 and with a current average annual growth rate in the region of 0.4 per cent, it is by
far the most densely populated. Between 1931 and 2004, population density increased from 764
to 1,276 persons per square kilometre. Malta is de facto the smallest, mostly dense populated
Member State in European Union with an average population density which is almost 11 times
the EU25 average. Malta’s population density is further accentuated by the large annual influx of
tourists. Out of the ten recently acceded member states, Malta ranks second in terms of
international tourist inflows per 100 residents. This exerts several pressures on the island’s
environment, infrastructure and socio-economic structures.
The population density issue and its emerging problems have been recently accentuated by the
large influx of illegal immigrants Malta has been experiencing in recent years. A statistical
snapshot shows that between 2002 and 2005, there were almost 6,000 asylum seekers and
irregular immigrants, who arrived mainly by boat, departing from Northern Africa. Unlike other
industrialised countries, where the number of asylum seekers has fallen by half, Malta faced a
gradual increase in asylum applications, where in 2005, the increase was of 17 per cent over the
previous year. On average, the ten new EU states registered a reduction of 35 per cent in the
number of asylum applications between 2004 and 2005. In 2004, the UNHCR report ranked Malta
in the second place for the number of refugees per capita.
This influx is causing significant logistical problems and a strain on resources, especially when
one considers that one arrival in Malta is per capita equivalent to 140 arrivals in Italy and 150
arrivals in the United Kingdom or France. This phenomenon is also posing new challenges in the
administrative capacity required in these areas, especially in the provision of a high standard
service. Training has been provided through a number of institution-building projects under the
EU pre-accession and transition facility programmes. However professional training and support
infrastructure for those dealing with immigration issues on a daily basis is necessary, particularly
in view of designing and implementing the policies necessary for social welfare and integration.13
Peripherality, insularity and population density restrict local market economies. In particular,
contrary to the conventional notion that sees high population density constituting an advantage
for socio-economic development, Malta’s case represents the particular exception where high
population density acts as a severe constraint rather than a driver to economic growth. Malta’s
small size, coupled with its high population density, result in very acute environmental pressures
and a high degree of urbanization. Whilst impacting negatively on Malta’s physical environment,
high population density does not secure adequate economies of scale able to drive economic
growth, it negatively affects the environment and acts as a constraint in areas such as waste
disposal, air and water pollution. For example, large infrastructural projects are not easily
undertaken since minimum efficient scale of production is often too large in relation to the size of
the domestic market.
Malta is distinctively different from the other Member States because of its limited resource
endowments, socio-economic constraints on its ability to reap the benefits of economies of scale
due to indivisibilities and limited scope for specialization, the high dependence on international
trade, production limitations and effects of insularity. In order to counter these problems, Malta
aims to gradually upgrade its physical infrastructure systems, develop efficient and high quality
transport methods and improve widespread accessibility in concomitance with the country’s
13

Recognized refugees, persons with temporary humanitarian protection and asylum seekers have an automatic right to
work along the lines of EU nationals (although a work permit is still required). ETC operates the work permit system while
the conditions of work of foreign nationals – which should be equivalent to those of Maltese nationals – are monitored by
the Department for Industrial and Employment Relations. With respect to training, ETC offers training to immigrants under
a project co-financed by the Equal Community Initiative together with a trade union and an NGO.
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medium and long term requirements, economies of scale and inherent structural characteristics.
Malta also aims to deepen its resource-base by investing in the attractive elements of its urban
environment mostly composed of rich cultural assets.
The challenges Malta faces are magnified in the case of its sister island, Gozo. Three
fundamental factors namely small size, double insularity and also being on the periphery, are
rendering Gozo more vulnerable than Malta to adverse economic events. Gozo is a significantly
smaller island in terms of land area and has an extremely restricted internal market. Malta’s sister
island sensitivity is underpinned by an environmental fragility compounded with high population
density in a small land area supporting an economy primarily based on tourism and agriculture. A
critical factor underpinning Gozo’s logistical difficulties relates to its overt dependence on the port
at Mgarr. The island’s economic dependence on fisheries, maritime freight and passenger
transport imply that the requirements of competing users on the port facilities need to be
constantly reconciled. The island’s geographical and economic realities prevent the development
of a second port. Transport through Malta creates a dependency on the limited services, primarily
the inter-island ferry service. Both services are limited and discontinuous, due to operational
restrictions which are primarily weather related.
Overall, the small size of the Maltese territory, its separation into multiple islands and the distance
between the islands generate increased time lags, higher costs for production and market
access. Malta’s size and high population density result in very acute environmental pressures.
Size heightens the vulnerability of the islands to environmental issues and leads to a high degree
of urbanization. The islands’ small size and their separation from mainland Europe also impact on
high demand for an economic and social infrastructure, particularly in terms of external and
internal accessibility, waste management and public utilities infrastructures.

2.2 Economic context
2.2.1 General Overview
The Maltese economy has been performing below its potential in recent years though positive
signs have been registered with a pick-up in growth in 2005. In terms of GDP at market prices in
Purchasing Power Standards (PPS), the Maltese economy showed a decrease for most of the
years from 2000 onwards compared to the EU average. In fact, on a per capita basis, Malta’s
GDP per head in PPS declined from 77.8 per cent of the EU 25 average in 2000 to 69.5 per cent
in 2005. The unfavourable global economic environment prevailing since 2001 has impinged
significantly on domestic economic conditions. Exogenous shocks stemming from rising energy
prices have also affected the Maltese economy negatively in recent years. Furthermore, the
international economic environment is becoming increasingly competitive due to stronger market
positions by emerging low-cost countries. On the domestic front, demand has been dampened by
the fiscal consolidation process underway, whilst a number of economic sectors have been facing
competitive challenges both in domestic and export markets.
In 2001, real GDP fell by 0.4 per cent, while it increased by 2.2 per cent, in 2002. In 2003, a
negative growth rate of 2.4 per cent was registered while in 2004 the growth rate was negligible.
Nonetheless, positive signs have been registered in 2005, when real GDP increased by 2.2 per
cent. The growth rate in 2005 was underpinned by increased domestic demand particularly a
recovery in private consumption as well as growth in investment. On the other hand, the decline
in exports of goods and services contributed to the contractionary effect of the external sector.
In recent years, the Maltese economy has been characterized by relatively subdued growth in
private and general government final consumption expenditure, whilst gross fixed capital
formation exhibited significant fluctuations. The relatively low positive or negative growth rates in
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consumption reflect the fiscal consolidation under way. Meanwhile, gross fixed capital formation
was influenced by one-off exceptional transactions, particularly in 2003, whilst strong investment
activity was registered in 2005. The external sector has contributed negatively to real GDP growth
in 2003 and 2005, and by a lesser extent also in 2004. In particular, exports of goods and
services contracted in 2003, increased in 2004 but declined again in 2005. Exports of goods and
services are significantly influenced by the performance of a major company in the semiconductor sector. Some main economic indicators are presented in Table 2.2.

Table 2.2
Main economic Indicators
2000

2001

2002

2003

2004

2005

GDP market prices (Lm millions)

1715

1751.7

1831.3

1858.8

1861.3

1941.1

GDP at constant (2000) prices (Lm millions)

1715

1707.4

1745

1703.5

1703.5

1741

-0.4%

2.2%

-2.4%

0.0%

2.2%

0.5

-2.2

3.3

1.1

2.8
0.6

GDP growth at constant (2000) prices %

Expenditure Components of GDP at constant 2000
prices (% change)
Private final consumption expenditure
general government final consumption expenditure

0.6

3.8

3

1.4

-14.2

-18.7

29

0.8

7.5

exports of goods and services

-2.9

6.1

-2.4

4.1

-6.2

imports of goods and services

-9.0

-1.6

6.2

4.3

-1.8

2.9

2.2

1.3

2.8

3

0.7

-0.1

-0.5

0.6

0.3

-0.7

0.1

0.5

-0.6

-0.3

gross fixed capital formation

Inflation rate
Employment growth (%)
Labor productivity (% change)
Source: National Statistics Office

In recent past years, Malta has registered relatively high fiscal deficits. However, the fiscal deficit
has recently been contracting, reflecting the ongoing implementation of Government’s fiscal
consolidation program (Table 2.3). The general Government deficit declined from 5.0 per cent in
2004 to 3.2 per cent in 2005. This decline primarily reflected growth in revenue, which exceeded
the increase in expenditure. As outlined in the Budget Speech for 2006 and in the Update of the
Convergence Programme 2005-2008, as well as, in recently updated projections, the deficit will
be below 3.0 per cent of GDP in 2006. The fiscal deficits incurred over the years have been
reflected in rising debt-to-GDP ratios. General Government debt as a percentage to GDP
increased from 56.4 per cent in 2000 to 74.9 per cent in 2004. In order to restore public finances
to a sustainable path, Government is not solely addressing the current imbalance in public
finance. Importance is also being attached to the need to reduce the debt-to-GDP ratio at a
satisfactory pace. In 2005, the debt to GDP ratio declined to 74.2 per cent and fiscal targets
project a further decline in the debt ratio in 2006 to 68.7 per cent of GDP.
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Table 2.3
General Government Deficit and Debt
2000
General Government Deficit as a % of GDP
General Government Debt as a % of GDP

2001

2002

2003

2004

2005

6.2

6.4

5.5

10.0*

5.0

3.2

56.4

62.4

60.1

70.2

74.9

74.2

* Includes effect of a one-off operation relating to the restructuring of the shipyards. This effect amounts to about 3.2 per
cent of GDP

The Maltese economy has faced a relatively difficult external environment during the past years.
The internationally exposed sectors continued to be adversely affected by the downturn in Malta’s
main European markets and geopolitical uncertainty world-wide. Real exports of goods and
services increased by 4.1 per cent in 2004 but declined by 6.2 per cent in 2005, whilst imports
increased by 4.3 per cent and decreased by 1.8 per cent in 2004 and 2005 respectively. The
decline registered in the export sector in 2005 is partly a reflection of the relatively subdued
international economic environment, especially in Malta’s main trading partners, combined with
an increasingly competitive international market. The decline in exports was mainly attributed to
developments in a major manufacturing company in the semiconductor industry. Indeed, some
other sectors managed to register positive results, despite the unfavourable conditions in the
external market. Tourism has also suffered a slowdown in recent years, though some
improvements in tourist departures were registered in 2004 and 2005.
The widening of the current account deficit experienced in recent years continued during 2005, as
the deficit stood at 10.6 per cent of GDP. This reflected a larger merchandise trade gap and
higher net investment income outflows that outweighed a positive shift of the transfers account
and a larger surplus on services. Current account performance is shown in Table 2.4.
Table 2.4
Current Account
2000

2001

2002

2003

2004

2005

Current Account (Lm million)

-221.9

-81.2

26.1

-86.3

-150.8

-205.7

Net Trade and Services

-183.2

-95.4

26.4

-64.8

-113

-196.1

-50.4

16.5

10.7

-4.9

-13.6

-21.8

11.7

-2.4

-11

-16.7

-24.2

12.2

-12.9

-4.6

1.4

-4.6

-8.1

-10.6

Net Income
Net Current Transfers
Current Account Balance (% of GDP )
Source: National Statistics Office

A significant increase in the trade gap was the main contributor of the deterioration in the current
account since 2003. The trade deficit widened in 2005 reflecting a decline in exports and an
increase in imports. During 2005, the decline in exports was mainly attributable to a decline in
sales of machinery and transport equipment. Moreover, exports of mineral fuels and lubricants
declined as a state-owned oil-bunkering firm ceased its import and re-export operations.
Meanwhile, foreign sales of other items such as chemicals and semi-manufactured goods
increased. In 2004 and 2005, higher reinvested earnings contributed to a further deterioration in
the current account. An increase in net outflows by way of current transfers was also recorded in
2004. However, net inflows of Lm12.2 million were recorded in 2005 reflecting a significant
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contraction in net private transfers abroad, as well, as a positive balance on government transfers
despite Malta’s contribution to the EU budget.
Percentage changes in the 12-month moving average in the Retail Price Index (RPI) show that
the inflation rate in Malta over the last two years has followed a gradually increasing trend. The
inflation rate increased from 2.8 per cent at the end of 2004, to 3.01 per cent in December 2005.
These inflationary developments have been largely due to domestic and international factors,
mainly reflecting the increase in international oil prices.
Over the past five years Gozo has experienced considerable progress across various socioeconomic areas. Extending beyond the visible infrastructural dimension, such progress has been
characterized by a number of measures that have enhanced transport and communication,
especially between the two Islands. Gozo’s small size, double insularity and peripherality lead to
vulnerability making Gozo more susceptible than the Island of Malta to adverse economic events
which are outside the control of national policy formulation, including lower economic growth and
lower consumption per capita.
Statistics show that Gozo’s GDP per capita has declined from 73.2 per cent of that of Malta in
1999 to 69.3 per cent in 2003. This is due to a combination of causes: lower labour participation;
non-directly productive sources of income such as pensions and money transfers; involvement in
economic activities that offer low remuneration; and a high incidence of economic activity that is
not directed towards the market, such as production for home consumption. Furthermore, Gozo’s
GDP performance is underpinned by constraints on economic production possibilities and the
ability to reap economies of scale; the lack of diversification of products, especially for the export
sector; high transport costs; low attractiveness for investment opportunities; a relatively large
public-sector activity; and a marked lack of absorption of technological capacities. Small size and
insularity may also lead to increased environmental vulnerability, especially when one considers
that Gozo has a very limited land area and a relatively large coastline.

2.2.2 International price competitiveness and labour productivity
An indicator of a country’s international price competitiveness is provided by the real effective
exchange rate (REER) which captures movements in the domestic currency against movements
in competitor countries, corrected for inflation differentials. Over the recent years, the Maltese
economy has registered a decline in international competitiveness. Malta’s REER has increased
at a lower rate than that for the EU25 between 2002 and 2004. Meanwhile, the REER for 2005
declined, albeit at a lower rate than that for the EU25. This suggests that although improvements
have been recorded, competitiveness is still of concern.
The divergence between the REER and its nominal counterpart reflects domestic inflation relative
to that registered in Malta’s competitor countries. Inflation in Malta, based on the Harmonized
Index of Consumer Prices (HICP), ranged from a high of 3.0 per cent in 2000 to a low of 1.9 per
cent in 2003. Malta’s inflation rate was above the EU25 average during the 2000-2005 period,
except in 2001 and 2003 when it was equal to the EU average. In 2005, Malta’s inflation rate
based on the HICP stood at 2.5 per cent in 2005, compared to 2.2 per cent for the EU25.
Unit labour cost growth compares remuneration (compensation per employee) and productivity
(Gross Domestic Product per employment) and serves to show how the remuneration of
employees is related to the productivity of their labour.14 Real unit labour costs increased
substantially in 2001 and 2003 in the wake of higher growth in compensation per employee and
contraction in productivity. During 2002, an easing in wage pressures together with an
improvement in productivity contributed to a relative deceleration in unit labour costs.
14

A negative growth rate of the unit labour cost index indicates that the output value created is higher than the cost of
labour.
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Subsequently, increases were registered in unit labour costs in 2004 reflecting lower productivity
levels. Unit labour cost growth in 2005 show that Malta registered a unit labour cost growth of a
negative 2.2 per cent – hence, the growth in remuneration of employees was less than
productivity thereby increasing Malta’s competitiveness.
Apart from price competitiveness, Malta’s national competitiveness is dependent on labour
productivity. Labour productivity as measured by GDP in PPS per person employed, relative to
EU25 (EU25=100), fell by 1.3 percentage points in 2005 when compared to the comparable
period in the previous year. This follows the recent trend recorded in the data for 2003 and 2004
when labour productivity declined by 2.5 percentage points and 2.7 percentage points
respectively. As highlighted in Table 2.5, the labour productivity index (relative index of GDP per
person employed) represents the relativity of national measures of labour productivity to the
European Union (EU25) average. Over the period 2000 to 2005, Malta’s labour productivity has
declined by 9.8 percentage points, highlighting the need for Malta to improve on its international
competitiveness.
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2.2.3 Economic reforms
Economic prosperity rests also on the sustainability of the social sector institutional framework. A
modern, sustainable welfare society is envisaged through a number of important social sector
reforms and development earmarked to maintain a strong public sector provision of basic social
services in line with financial and economic sustainability tenets. The Pension Reform is of
primary importance. It aims to address three fundamental elements related to Malta’s socioeconomy: the demographic changes that Malta is facing due to declining birth rates and
increasing life expectancy (a significant decline of 16.7 per cent over the period 1995-2005 in the
number of children aged below the 15 years of age and a marked increase of 28.2 per cent over
the same 10 year period in the number of older persons aged 64 years and over) and the reform
to the First Pension. The Bill on Pension Reform is currently being discussed in Parliament.

2.2.4

Main Economic Sectors

Manufacturing
Economic activity in Malta is characterised by a prevalence of small enterprises with micro
enterprises constituting approximately 94.0 per cent of the total number of firms (2004), operating
prevalently in the manufacturing and tourism sectors. Overall, the fragmented composition of
Malta’s industrial landscape, the economic openness, insularity and high export concentration of
goods and services, underpins the vulnerability of the Maltese economy. Malta’s manufacturing
enterprise base predominantly consists of locally-owned small and medium-sized enterprises
(SMEs) operating alongside a small number of relatively large foreign-owned export-oriented
subsidiaries of multinational companies. Table 2.6 shows selected data by size of enterprise for
the manufacturing sector.
The manufacturing industry has faced the need to restructure in order to better compete at
international levels. This need was underpinned on the one hand by the prospect of the
dismantling of protective measures, as well as, by the need to better face the challenges from
developments in the international markets, particularly intensified competition from the emerging
countries. International competition will remain a key concern and further investments in support
infrastructures are required to assist enterprises in dealing with such challenges. The
manufacturing industry has been changing with emphasis shifting from the traditional low-cost
manufacturing towards higher value added activities. Cases in point are the contraction of the
textile sub-sector and the emergence of generics manufacturing activities in the pharmaceutical
sub-sector, in which the operators’ competitive advantage lies in value added.
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Table 2.6
Selected data by size of enterprise for the manufacturing sector
Year Variable
large
250 plus

medium
050-099 100-249

Employment size
micro
000-005 006-009

Grand Total
small
010-019 020-049

1999 Number of enterprises
Number of Births
Number of deaths
Number of persons employed
Number of employees
Turnover (Lm000)
Value Added at Factor Cost (Lm000)
Personnel Costs (Lm000)
Gross Operating Surplus (Lm000)
Gross Investment in tangible goods (Lm000)

17
0
0
12,330
12,330
606,665
147,339
79,152
68,187
26,718

41
1
0
2,699
2,699
61,459
25,398
13,167
12,231
2,031

32
1
1
4,850
4,850
146,699
54,224
24,970
29,255
7,910

2,403
124
74
3,825
1,582
45,926
19,289
5,142
14,146
1,241

200
5
2
1,431
1,343
23,690
10,202
4,608
5,596
823

180
3
2
2,478
2,417
44,863
18,891
9,797
9,093
3,761

114
1
1
3,520
3,515
93,965
32,766
15,830
16,936
5,679

2,987
135
80
31,133
28,736
1,023,157
308,109
152,667
155,444
48,162

2000 Number of enterprises
Number of Births
Number of deaths
Number of persons employed
Number of employees
Turnover (Lm000)
Value Added at Factor Cost (Lm000)
Personnel Costs (Lm000)
Gross Operating Surplus (Lm000)
Gross Investment in tangible goods (Lm000)

17
0
0
12,732
12,732
882,803
216,539
85,165
131,375
81,339

44
0
0
3,033
3,033
60,442
24,610
15,759
8,852
3,138

28
0
0
4,179
4,179
131,170
50,940
22,630
28,310
7,370

2,481
160
65
3,848
1,503
44,258
19,211
5,021
14,190
1,357

213
6
5
1,536
1,439
23,065
9,435
5,013
4,422
1,023

157
3
2
2,155
2,132
41,330
17,085
9,028
8,057
2,819

117
.
2
3,547
3,540
107,548
34,077
16,513
17,565
3,865

3,057
169
74
31,030
28,558
1,290,617
371,900
159,129
212,771
100,910

2001 Number of enterprises
Number of Births
Number of deaths
Number of persons employed
Number of employees
Turnover (Lm000)
Value Added at Factor Cost (Lm000)
Personnel Costs (Lm000)
Gross Operating Surplus (Lm000)
Gross Investment in tangible goods (Lm000)

18
0
0
13,234
13,234
662,418
152,679
86,617
66,062
36,926

40
1
0
2,741
2,741
66,164
23,897
14,627
9,270
3,515

25
0
0
3,761
3,761
134,626
47,213
22,129
25,084
6,051

2,519
126
47
3,874
1,532
45,594
18,619
5,195
13,424
2,323

219
4
1
1,589
1,491
28,897
10,415
5,585
4,829
2,486

147
1
0
2,008
1,975
43,941
15,632
9,043
6,589
1,312

112
0
2
3,450
3,443
96,742
33,865
16,814
17,051
3,833

3,080
132
50
30,657
28,177
1,078,381
320,320
160,011
142,309
56,446

As highlighted in Table 2.7, aggregate nominal output from manufacturing activity has decreased
by approximately 21 per cent from Lm1,313 million in 2000 to Lm1,037 million in 2005. However,
the decline registered in 2005 is mainly attributable to the difficult and subdued environment of
the semi-conductor international business, which constitutes a large share in total manufacturing,
and offset positive results registered in other sub-sectors. The sector’s gross value added
decreased from Lm348 million in 2000 to Lm303 million in 2001, increasing subsequently in 2002
and 2003, but contracting again to Lm282 million during 2004. During 2005, gross value added in
the manufacturing industry increased marginally by 1.6 per cent to Lm286 million. In line with
these developments, manufacturing employment followed a downward trend over the past years.
Manufacturing employment declined from 29,091 in 2004 to 28,736 in the 2005. Job losses were
mainly concentrated in the manufacturing of textiles and textile products and manufacturing of
transport equipment.
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Table 2.7
Manufacturing Industry

Output (Lm 000)

2000

2001

2002

2003

2004

2005

1,312,996

1,085,138

1,077,288

1,105,599

1,076,663

1,037,267

-17.4

-0.7

2.6

-2.6

-3.7

302,693

309,296

314,011

281,594

285,985

-12.9

2.2

1.5

-10.3

1.6

Output Growth (%)

Gross Value Added (Lm 000)
Gross Value Added (%)

347,620

Source: National Statistics Office

Value added data provides an indication of the contribution of sectoral performance to
developments in the total manufacturing industry.15 Total manufacturing value added at factor
cost fell by 3.7 per cent in 2004, following a decline of 0.7 per cent recorded in the previous year.
This reflected a 4.0 per cent decline in personnel costs and a 3.3 per cent decline in gross
operating surplus in 2004 when compared to the level recorded in 2003.
A sectoral analysis of the manufacturing industry, based on value added per capita, is provided in
Table 2.7. Despite the decline in total value added, value added per capita registered a marginal
increase in 2004 reflecting lower employment levels. The growth rate in value added per capita
declined from 10.4 per cent in 2002 to 1.5 per cent in 2004. Per capita personnel costs rose by
2.8 per cent and 6.5 per cent in 2002 and 2003 respectively, while a 1.0 per cent increase was
recorded in 2004. Gross operating surplus per capita recorded a 20.4 per cent rise in 2002,
followed by a 3.0 per cent and a 2.2 per cent increase in the following two years. Estimated
average value added at factor cost per capita, at constant prices for 2005, stood at Lm11,206,
rising by 5.9 per cent over that recorded in 2004.
The contribution of the food, beverages and tobacco sector to total value added remained the
second largest in the industry. The sector’s share in total value added fell marginally to 15.3 per
cent in 2002 from 15.6 per cent a year earlier. However this decline was reversed in the following
year when the share rose to 16.6 per cent in 2003. In 2004, the food, beverages and tobacco
products sector’s contribution in total value added rose by a further 0.2 percentage points, to 16.8
per cent. Personnel costs per capita fell marginally in 2002. However, this decline was reversed
in the following year with a further rise registered in 2004. The share of gross operating surplus in
the sector’s value added per capita rose from 54.0 per cent recorded in 2001 to 57.4 per cent in
2004. Developments in gross operating surplus were reflected in the performance of value added
per capita, which followed a similar trend. It is noteworthy that the sector’s value added per capita
was 12.8 per cent higher than the average for the manufacturing industry in 2004.
The share in value added at factor cost of the wearing apparel and clothes sector rose from 6.5
per cent in 2001 to 7.0 per cent in the following year, subsequently falling to 3.8 per cent in 2004.
The sector’s value added at factor cost per capita, which registered an average annual growth
rate of 10.7 per cent between 2001 and 2003, fell by 8.3 per cent in 2004. Since 2002, the share
of personnel costs per capita in the sector’s value added per capita has increased from 64.0 per
15

The data compiled for this analysis is based on the manufacturers’ responses to an annual business statistics
questionnaire, in line with the Structural Business Statistics Council Regulation 58/97. According to this methodology,
value added at factor cost is made up of personnel costs and gross operating surplus. Personnel costs are made up of
wages and salaries and employers’ social security costs, whilst gross operating surplus is the surplus generated by
operating activities net of labour cost.
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cent to 83.5 per cent in 2004. The sector’s gross operating surplus per capita nearly doubled in
2002 when compared to the level registered a year earlier, but declined by 23.1 per cent in 2003
and nearly fell by half in 2004. Value added per capita in the wearing apparel and clothes sector
was 42.3 per cent less than the average for the manufacturing industry.
The publishing and printing sector’s share in total value added reached 6.3 per cent in 2004. The
sector’s personnel costs per capita registered an annual average growth rate of 9.7 per cent
between 2001 and 2004, exceeding the average for the total manufacturing industry by 14.2 per
cent in 2004. Gross operating surplus rose by 25.9 per cent in 2002, and fell in the following two
years to nearly half the level recorded in 2001. Following a 22.3 per cent rise in the sector’s value
added at factor cost per capita in 2002, a decline of 14.2 per cent was recorded in 2003, followed
by a decline of nearly the same magnitude in the following year.
With a share of 7.3 per cent, the rubber and plastic products sector was the fourth largest
contributor to total manufacturing value added in 2004, reversing the decline recorded in 2003
and exceeding the share recorded in 2001 and 2002. The sector’s value added at factor cost per
capita exceeded the average for the manufacturing industry by 6.9 per cent in 2004. The trend in
value added per capita was underpinned by developments in gross operating surplus, which
made up 49.0 per cent of the sector’s value added per capita in 2004, up from 45.6 per cent
recorded a year earlier. Personnel costs per capita made up 51.0 per cent of value added per
capita in 2004, being 3.4 percentage points lower than that recorded in the previous year.
The radio, TV and communication equipment sector’s share in total manufacturing value added
remained the major contributor towards total manufacturing value added at factor cost. This share
was the highest registered in recent years and reached 25.0 per cent in 2004. This performance
is reflected in value added at factor cost per capita which rose steadily at an annual average
growth rate of 7.5 per cent. The sector remained the most capital intensive sector in the industry,
with gross operating surplus per capita as a share of the sector’s value added per capita making
up around 70 per cent between 2001 and 2004. Personnel costs per capita reached 29.0 per cent
of value added per capita in 2004, declining by 2.2 percentage points from the share recorded in
the previous year.
At 10.2 per cent, the third largest contributor to aggregate manufacturing value added was the
furniture and other manufacturing sector. The sector’s value added per capita registered an
average annual growth rate of 11.4 per cent between the 2001-2004 period. This was
underpinned by an increase in personnel costs and gross operating surplus per capita, which
registered average annual growth rates of 4.5 per cent and 20.6 per cent respectively. In 2004,
gross operating surplus made up 50.1 per cent of the sector’s value added per capita while the
remaining 49.9 per cent consisted of personnel costs. It is noteworthy that during recent years,
the share of gross operating surplus per capita has increasingly outweighed the share of
personnel costs per capita.
As highlighted in Table 2.8, there are a number of manufacturing sectors - such as the radio, TV
and communication equipment sector, electrical machinery apparatus and chemical products which contribute extensively to aggregate manufacturing value added. These sectors also tend to
be characterised by a relatively high concentration of foreign-owned firms activity geared
extensively to the export markets. In turn, this concentration further reflects the dual nature of the
Malta’s industrial landscape with the comparative performance of foreign-owned establishments
along domestically owned micro enterprises.
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Table 2.8
Value Added at Factor Cost per capita
Lm
*

2001

2002

2003

2004

Food, Beverages and Tobacco Products

11,303

12,094

12,760

13,219

Textiles and Textile Products

12,370

11,241

11,669

11,232

Wearing Apparel and Clothes

6,017

7,361

7,376

6,765

Leather and Leather Products

5,928

6,606

6,904

6,669

Wood and Wood Products

5,882

6,491

5,994

6,361

Paper and Paper Products

7,174

9,398

10,638

10,677

Publishing and Printing

11,211

13,716

11,768

10,114

Chemicals and Chemical Products

11,376

10,613

13,780

14,058

Rubber and Plastic Products

10,301

12,745

12,300

12,530

Other Non-Metallic Mineral Products

7,268

7,561

8,903

8,272

Basic Metal Products

7,304

7,301

6,212

7,206

Fabricated Metal Products

7,698

8,784

8,563

7,277

Machinery and Equipment n.e.c

11,250

9,020

11,927

10,840

Electrical Machinery and Apparatus

12,340

13,717

14,335

16,587

Radio, TV and Communication Equipment
Medical, Precision and Optical
instruments

21,725

23,388

24,653

27,035

9,590

11,624

10,667

9,691

Motor Vehicles, Trailers and Semi-Trailers

6,627

7,707

7,175

6,844

Other Transport Equipment

4,401

4,615

3,353

2,832

Furniture and Other Manufacturing n.e.c

8,167

9,043

10,004

11,331

Recycling

9,251

14,909

16,990

15,526

Total Manufacturing

9,971

11,006

11,541

11,718

Source: National Statistics Office
*

Provisional

The manufacturing sector employs about 13 per cent of workers in Gozo which is considerably
lower than manufacturing employment in Malta. Apart from the main industrial complex in
Xewkija, there are a number of small concerns scattered throughout the Island and crafts and
cottage industries. The export oriented, high technology operations and the agri-food industry are
performing well, particularly due to less handicaps in transport costs. The export oriented, low
technology operations and the domestic oriented manufacturing utilizing imported material are
both in decline as a result of loss of competitiveness. Overall, the success stories in Gozo’s
manufacturing are few and the high market concentration still leads to vulnerability in this type of
employment.
Cottage industries are well established in Gozo. Products include textile articles such as knitted
garments, lace and woven carpets; artifacts such as glass, limestone objects and filigree work;
and rural food products such as cottage cheese, honey, olive oil and sun-dried tomatoes. There
is definitely room for the further development of cottage industry activities especially in synergy
with the agricultural, tourism and heritage sectors.
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Tourism
Tourism contributes significantly to Malta’s economic growth, employment creation and foreign
exchange earnings.16 Tourism in Malta contributes to 24.3 per cent of GDP and to 29.0 per cent
of full time employment, amounting to a total of 40,050 direct, indirect and induced full-time and
part-time jobs.17 During recent years, the local tourism industry has been significantly affected by
the adverse geopolitical situation that characterised the international environment, as well as the
economic situation in a number of major tourist markets. The Maltese tourism industry is also
facing increased international competition, both from traditional as well as from new emerging
tourist destinations. Largely as a result of international developments, the tourism sector in Malta
has declined from a level of 1.18 million passengers in 2001 to 1.12 million passengers in 2003.
An improvement was recorded in 2004 from the decline registered in previous years. In 2005,
tourist departures increased by 12,942 or 1.1 per cent, as compared to an increase of 3.5 per
cent recorded in the previous year.18
Nevertheless, growth rates remain relatively modest. The improvement in the number of tourists
departing by air in 2005 was mainly attributable to a strong performance in Malta’s core markets.
The British market, Malta’s largest source market, registered positive results reflecting the
introduction of additional airlines and an increase in the number of flights to Malta. Similarly, the
German market also reported positive results together with the Danish and Austrian market. On
the other hand, other markets such as the Italian and French markets registered weakened
performance. The domestic tourism industry continues to face competitive challenges. Malta is a
mature destination which needs to deepen - through improved quality and presentation - rather
than widen its tourism offer.
The monthly distribution presented under Table 2.9 below highlights the prevailing seasonality in
Malta’s tourism trends, with the four months between June and September accounting for 48 per
cent of tourist departures recorded during 2005. This seasonal concentration involves particular
difficulties, including the effects on infrastructure, hotel occupancy, as well as, on the labour
market and highlights the need to further invest in marketing efforts in order to achieve a better
seasonal distribution. Malta’s tourism industry remains in operation throughout the year with the
result that profits made in summer have to make up for winter losses or reduced profits. Malta
does not have the flexibility of shifting workers from one industry to another over seasons.
Seasonality is more pronounced in Gozo than in Malta.
Growth in cruise passenger arrivals was registered between 2001 and 2003, increasing from 0.17
million in 2000 to 0.38 million in 2003. During the subsequent year, cruise passenger arrivals
registered a significant drop to 0.29 million passengers due to international operators reassessing their operations in the Mediterranean region. More recently in 2005, a turnaround was
registered whereby the number of cruise passenger arrivals increased by 9.6 per cent over the
previous year following more cruise liner operators started using Malta as a home port. Since the
concept of using Malta as a home port involves tourists flying to Malta from where they start and
end their cruise, this concept provides increased value added to the economy that goes beyond
the cruise liner industry. The new Cruise Liner Terminal will continue to bolster Malta as an
important cruise liner destination in the Mediterranean.
Malta’s main tourism source markets are the United Kingdom, Germany, France and Italy and
hence it depends on a restricted market.19 This highlights the need to further invest in the
development of niche tourism markets, such as cultural heritage, rural tourism, health tourism and
language tourism, whilst maintaining the holiday market. Investment is required to improve
16

The analysis of tourism in this section is starting from 2001, as data for tourist departures is only available from this
year due to a change in tourism statistics data collection system.
17
The Economic Impact of Tourism in Malta, Malta Tourism Authority, University of Nottingham report, 2003.
18
Tourism departures measure the number of tourists visiting the islands.
19
Although over the past three years increased tourism traffic resulted from Denmark, Sweden and other European
countries, these represent a relatively small proportion of tourism traffic.
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Malta’s tourism product both in terms of human resource development and in the marketing of the
islands. This would not only help to tap new market segments and achieve market diversification
but also to achieve a better seasonal distribution. International developments also point to the
need to invest in newer forms of capturing business. In this context, information communication
technology (ICT) applications provide Malta the opportunity to further its market penetration.
Table 2.9
Tourist Departures
Air

Sea

2001

2002

2003

2004

2005

2001

2002

2003

2004

2005

January

55,790

47,305

49,480

48,819

52,270

313

563

522

441

855

February

54,847

47,320

49,020

50,900

44,309

522

461

398

232

84

March

81,029

78,751

71,678

65,019

70,562

486

1,108

823

980

715

April

102,308

91,352

93,287

90,875

87,433

1,571

2,207

1,353

1,291

846

May

105,923

95,160

102,580

103,272

112,001

2,633

2,332

3,156

2,130

558

June

107,161

101,626

104,094

112,514

112,177

3,611

1,931

2,132

2,365

1,754

July

127,519

120,828

126,043

130,202

134,575

6,144

5,465

5,395

4,164

1,176

August

154,782

149,941

157,670

162,910

167,614

11,994

13,952

9,442

14,187

10,705

September

130,152

122,798

118,472

126,402

131,217

4,192

4,182

3,604

3,023

2,374

October

115,393

124,460

109,805

128,070

128,806

1,945

1,580

784

957

528

November

67,432

70,283

65,781

67,434

69,527

1,350

644

587

310

125

December

42,830

47,003

41,179

40,990

40,280

828

1,025

951

195

133

1,145,166

1,096,827

1,089,089

1,127,407

1,150,771

35,589

35,450

29,147

30,275

19,853

Total

Source: National Statistics Office

Data indicates that between 2001 and 2003, total tourist expenditure for visits to Malta increased
from Lm253 million in 2001 to Lm272.2 million in 2003. Subsequently, declines were registered in
tourist expenditure in 2004 and 2005 of 2.0 per cent and 1.6 per cent respectively. On a per
capita basis, expenditure by tourists decreased by 5.4 per cent in 2004 and by 2.7 per cent in
2005. The average number of nights spent by tourists followed a general upward trend between
2001 and 2003, increasing from 9.4 nights in 2001 to 10.1 in 2003. Thereafter, the average
number of nights spent declined to 9.7 in 2004 and 9.5 in 2005. This performance must be
viewed in the context that generally, internationally, the growth rates for short breaks continue to
outpace the growth in outbound travel.20
The islands’ tourism product is substantially linked with its cultural heritage and the islands’
characteristics. Therefore, development in the tourism sector is intrinsically linked with the
promotion of Malta’s cultural heritage. The Maltese archipelago has one of the highest densities
of cultural heritage sites in the world. The local landscape has been intensively exploited and
reshaped by different civilisations for over 7,000 years, resulting in a rich array of archaeological,
architectural and historic remains from different epochs. The history and culture segment attracts
12.7 per cent of Malta’s total inbound tourism. This sector generates some Lm 74.6 million worth
of expenditure by visitors per annum. In general, culture also provides Malta with an opportunity
to create jobs in the creative industries, which have the added potential to support economic
growth in tourism. Furthermore, this sub-sector has the potential to further increase the multiplier
effect of tourism in the economy.

20

In fact in the last years, growth rates in tourist departures on an international level have tended to outpace nights spent.
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Tourism is a main contributor to income and employment in Gozo, as is agriculture. Rural
development therefore has the potential to complement tourism development. In addition to the
economic advantage of having the agricultural sector act as an important food supplier to the
tourism sector, it would also provide aesthetic attraction and traditional features offered by areas
under cultivation.

Other Services Industries
For decades, the financial services sector in Malta has played a supportive role as a provider of
services to the economy with the market for banking and insurance services being predominantly
a domestic one. Since 1994, the development of the sector has been characterised by the
implementation of a legislative programme, which has involved the upgrading of the existing
legislation taking EU standards into consideration and moving towards the establishment of a
single regulator, now known as the Malta Financial Services Authority (MFSA). The market for
banking and insurance services has adopted a broader focus, while the Investment Services Act
alone has created a whole new business in financial intermediation, accounting for some 100
licensed investment services providers. Today, the amount of investment funds under
management tops the €1 billion mark. The financial services sector accounts for around 12.0 per
cent of Malta’s GDP and is considered to be one of Malta’s key growth areas. Employment in the
sector has grown to around 6,000 and financial services are now fast becoming an attractive
career proposition for well-trained, highly motivated graduates and support personnel.
The construction industry has always been considered one of the significant drivers of Maltese
economic activity, as it represents a high degree of local value added with a significant multiplier
factor. National infrastructure programmes have provided a considerable impetus to the sector in
recent years, namely the new hospital project as well as a number of infrastructural projects
financed by the Fifth Italian Financial Protocol and EU Cohesion Policy 2004-2006. Over the last
five years, the share of gross value added of the construction industry expressed as a percentage
of total value added has been around 4.5 per cent. Output by the construction industry followed
an upward trend from Lm108.6 million in 2000 to Lm146 million in 2005. Output by this industry
registered an average annual growth rate of 6.2 per cent over the 2000-2005 period. The upward
trend in output by the construction industry was reflected in positive growth rates in gross value
added during the 2000-2005 period registering an annual average growth rate of 6.5 per cent.
The EU’s aerospace industry is one of the EU’s cutting edge, high-tech sectors, which in 2002
provided over 363,000 jobs and generated EUR 29 billion in value-added.21 As a location, Malta
has already proved that it has the necessary advantages to attract and expand a small but
significant aviation maintenance sector. Among the advantages which are claimed to have
attracted the firms in this sector are good air connections to over 35 destinations which include
major European countries, Malta’s central location in the Mediterranean, high quality, reliable and
flexible workmanship and fluency in major European languages. Currently, the aviation MRO
cluster employs over 30022 people focusing on carrying out aircraft C Checks and offering a range
of aviation services namely, flight operations charters, aircraft maintenance services and
business charter brokerage.
During the past five years, the services sector has been the largest contributor to job creation in
Gozo, particularly the areas of financial services, the business sector and hotels. The nature of
this contribution, however, is such that one would not expect it to be repeated in the short term
since some of these areas have undergone structural transformation.
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Eurostat Structural Business Statistics (SBS) – Statistics in Focus Industry, Trade and Services 7/2006.
Employment and Training Corporation (ETC) - Employment figures as of June 2006.
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Agriculture and Fisheries
In nominal terms, the contribution of the Agriculture, Hunting and Forestry sector to the GDP
amounts to approximately 2.3 per cent. The role of agriculture and fisheries in Malta is, however,
far more important than its economic contribution. There are three major types of agricultural
activity on the Maltese islands, those which are associated with irrigated land and intensive
cultivation of fruits and vegetables, dry land farming and livestock farming. The latter is based
mainly on the intensive production of swine, rabbit, poultry and egg production for which Malta is
self sufficient, as well as cattle, mainly for dairy production and beef products of which supply
remains insufficient to meet local demand.
The very small size of Malta, its extremely high population density and considerable built-up
landscape added to the limited natural habitats, highlight the importance of the rural areas as a
national resource. Agriculture has been particularly important in shaping the rural landscape and
is thus a major contributor to the environmental character and quality of the rural landscape. It
constitutes an essential element of relaxation and recreation other than a green lung.
Furthermore, its products provide a degree of self-sufficiency in the provision of fresh food, whilst
it provides a full or part-time livelihood for a significant number of people, contributing to the rural
economy, as well as, to the maintenance of rural communities. It is also an integral component of
the cultural heritage and a crucial backdrop for the tourism industry, which is a cornerstone of
Malta’s economy. In short, agriculture has multiple functions and a value beyond that of economic
production. This is recognised in the Government’s emergent policy for agriculture and rural
development that seeks to encourage a multifunctional agriculture within a wider framework for
integrated rural development to achieve the sustainable development of rural Malta.
The agro-food processing industry accounts for only 2.7 per cent of the total value added
generated by the economy. In December 2005, it employed 2.6 per cent of the total full-time
gainfully occupied workforce or 3,644 persons. In recent years, the sector has had an average
annual turnover of Lm115 million of which 85 per cent23 derive from domestic sales. Investment
levels are very sporadic ranging from two to eight million Maltese Liri yearly (2000 and 2004).
Prior to EU accession, the agro-processing industry developed behind protective barriers and
catered mainly for the domestic retail market. Innovation was very limited, as was the drive to
diversify and to offer a better product in general. With accession, there was an influx of imported
products at comparable prices, which were perceived by the consumers to be of higher quality,
due to generally better presentation, complete labeling and exposure to advertising on foreign
media channels. EU standards obligations and increased competition have resulted in better
quality products and diversification from local operators. In Gozo the agricultural industry has
contributed directly to an upsurge in the performance of the food manufacturing sector.
In an EU context, Malta’s rural areas may be considered as peri-urban but essentially there are
areas which are clearly rural and which must be treated as such if Malta’s traditional landscape is
not to be destroyed. This makes the rurality dimension of Malta unique in so much that all areas
which have not been urbanised are considered as rural including specific locations within
developed areas. The change in emphasis from agriculture to urban-based industries is reflected
in the growth of urban settlements in the Maltese Islands. Built heritage is a significant
component of the Maltese countryside, and includes archaeological and military features, ancient
quarries, tombs and caves, dolmens and megaliths. Farmhouses, country houses, old agricultural
structures and rubble walls also form part of the rural heritage and are essential elements of the
local rural character. The rural heritage and the surrounding rural landscape are social and
economic assets, as they provide the setting that enhances the enjoyment of the countryside
especially given the limited natural habitats in the Maltese islands.
Maltese fisheries are mainly of a typically Mediterranean artisanal type, which are not species
selective and are frequently described as multi-species and multi-gear fisheries, with fishermen
23
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switching from one gear to another several times throughout the year. The social and cultural
importance of the Maltese fishing industry by far outweighs its negligible economic contribution
which is equivalent to about 0.2 per cent of the national GDP. The livelihood of most of the local
fishermen depends on the sale of highly prized species which are available to the consumer as
fresh fish of highest quality caught by traditional artisan methods during very short fishing trips.
The variety and quality of these fish species also give a significant contribution to the important
tourism industry, since local restaurants boast of high quality seafood. Another significant
attraction is the colourful traditional fishing vessel. The number of active vessels varies according
to season, with minor ports having practically no active vessels during the winter months and as
little as 25 per cent of the registered vessels in major ports, are active during this period.
Although fishing is a small-scale national industry, it is probably more significant in Gozo than in
the Island of Malta since it is an important supplier of food for both the local and the tourist
industry. The aquaculture industry in Malta started in the late 1980s with the culture of marine
finfish in offshore cages reaching a maximum production of about 2000 metric tonnes by the late
1990s. This dropped to about 1000 tonnes by the year 2000 with most farms switching to tuna
penning operations. The Maltese aquaculture produce is almost entirely exported to European
and Asian markets.
Table 2.10 identifies the gross value added by industry and highlights the importance of the main
economic sectors.
Table 2.10
Analysis of Gross Value Added by Industry
2000
Output

Agriculture
and Fisheries

2001

GVA

Output

2002

GVA

Output

2003

GVA

Output

2004

GVA

2005

Output

GVA

Output

GVA

2.09

2.26

2.47

2.56

2.56

2.53

2.42

2.54

2.36

2.51

2.23

2.5

Manufacturing
Electricity, gas
and water
supply

40.07

22.87

34.34

19.61

33.47

19.35

33.04

19.2

31.67

17.5

29.76

17.17

3.79

1.74

4.19

1.81

4.2

1.83

4.25

1.52

4.2

1.27

4.8

0.65

Construction
Wholesale and
Retail trade
Hotels and
restaurants
Transport,
storage and
communication
Financial
intermediation

3.31

3.9

3.85

4.35

4

4.44

3.9

4.44

3.98

4.62

4.2

4.85

8.39

12.68

8.49

12.33

8.73

12.82

8.47

12.61

8.33

12.8

8.48

12.99

6.95

7.02

7.37

6.82

7.35

6.78

7.27

6.68

7

6.64

6.87

5.91

10.46

10.77

11.84

11.3

11.03

10.11

10.71

9.54

10.84

10

11.04

10.2

Real Estate

4.48

5.89

4.4

6.01

4.07

5.39

4.26

5

4.65

4.03

5.29

4.98

6.94

11.31

7.69

11.53

8.3

12.23

8.69

12.78

9.1

13.5

8.99

13.26

Source: National Statistics Office
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2.3 Competitiveness
Maintaining and improving competitiveness is a central goal in Government’s economic and
industrial policy. Competitiveness is a function of multiple factors, varying from macroeconomic
performance, labour productivity, accessibility factors concerning transport infrastructure and ICT
utilisation, energy, environmental sustainability, human resource development and social
inclusion. It is, therefore, important to dwell on these aspects.
A modern and secure infrastructure is an important factor in the performance of enterprises and it
has an effect on the economic and social attractiveness of the country. Malta’s attractiveness as
a competitive economy and a country with a high standard of living and quality of life is
determined by the ‘status quo’ in a number of sectors, notably transport, E-Society, the
environment, energy and urban regeneration. Malta’s human resource development is critical to
its competitiveness given that human resources are the country’s only resource. The extent to
which economic progress contributes effectively to social cohesion will have a deep impact on
competitiveness and sustainable growth in the long term.

2.3.1

Infrastructure

Transport
Within the context of the limited national physical territory and population density, Malta gives
particular importance to its accessibility issues, notably aspects related to the road network, sea
and air ports infrastructure. Competitiveness is a function of accessibility infrastructure. In the
context of the Maltese archipelago, internal accessibility is primarily dependent on road transport
with sea transport ranking second in terms of importance, while external accessibility is based on
either sea or air transport. Malta’s transport infrastructure consists of: one airport (including
heliport) in Malta and a heliport in Gozo; four sea ports (Valletta, Marsaxlokk, Cirkewwa and
Mgarr); and the road network. In 2002, a Transport Infrastructure Needs Assessment (TINA) was
carried out where the priorities of the network components for a future Trans-European Transport
Network (TEN-T) in Malta were identified.
In the late 1990s Government published a master plan for the road restoration in Malta and Gozo.
The master plan was updated through the TINA study which identified priority interventions in the
road transport sector. The length of Malta’s road network has not changed significantly since the
early 2000 and currently stands at around 2,227 km (2004). In this road network, the arterial and
distributor roads account for a total length of 184 km. The road networks for the islands of Malta
and Gozo were originally designed and constructed to accommodate light traffic volumes. Over
the last two decades, the increased demand for both personal mobility and the movement of
goods by road has led to a rapid growth in motorization at a national level. The increase in traffic
loads and axle-weights of vehicles using the roads has resulted in significant structural damage
being caused to critical sections of the network and to the development of traffic bottlenecks at
critical locations of the network. Malta’s road network has been catering for an increasing motor
vehicle population which has been contributing to a considerable increase in traffic congestion.
Private car ownership and usage is on the increase, whereas public transport patronage has
never assumed rising trends in consumption.
Over the last thirty years or so, travel habits in Malta have changed insofar as people now travel
more frequently and travel further distances, more people use the private car over public
transport and travel patterns have become far more complex. The increased demand for both
personal mobility and the movement of goods by road has led to a rapid growth in motorisation at
a national level. The operation of the network of scheduled bus services has, over the years,
experienced a decline in patronage (3.0 per cent decline per year over the decade 1991-2002). In
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the last few years, Government has sought to encourage modal shift24 (through national funding
and public-private partnerships) and attract more passengers to the national public transport
system. The approach includes the recent investment in a free park and ride facility on the
periphery of the capital city for car users to transfer onto more sustainable and environmentallyfriendly minibuses; the replacement of a flat annual license fee for vehicles entering Valletta with
a new charging regime based on the “polluter pays principle” within a time-controlled zone;25
introduction of vertical pedestrian connections such as funiculars and lifts to provide easier
vertical access from the ditches surrounding the old part of Valletta to within the fortification walls;
and upgrading the operation of sea ferry services by providing a viable sea-based alternative to
road transport within the North and Grand Harbour areas.
Four of Malta’s seaports, namely Valletta, Marsaxlokk, Cirkewwa and Mgarr, have been identified
as being motorways of the sea and are part of the planned TEN-T Maltese network. Valletta and
Marsaxlokk are the main ports serving international traffic, both capable of providing a
comprehensive package of maritime services and cargo storage. The port of Marsaxlokk hosts a
major Mediterranean container terminal and an independent oil terminal. The Port of Valletta
handles cargo and in the last ten years has also developed as a major port of call for cruise liners
in the Mediterranean. The Port of Valletta is a natural deep water harbour with commercial port
infrastructure. However, some of the structures and superstructures, including quays, wharves
and breakwaters26 go as far back as the beginning of the 19th century and are in a dilapidated
condition, in some cases not serving their use, especially due to draught limitations.27 Shipping
activity in the ports of Valletta and Marsaxlokk has increased by over 250 per cent since 1990.
The number of ships calling at the ports now amounts to around 7,000 per year, together with
another 2,300 calls by ships that are serviced in the territorial waters. Container volumes have
increased twelve-fold reaching some 1.4 million TEUS.28 The number of cruise passenger arrivals
reached 320,104 in 2005.
The sea ports of Cirkewwa and Mgarr handle inter-island transportation of passengers and cargo
between Malta and Gozo and therefore constitute a critical service and a socio-economic life-line
for the island of Gozo. The volume of passengers, vehicles and cargo using the ferry service
between Malta and Gozo has increased substantially in recent years. The demand for crossings
is expected to increase further. Inter-island transportation exerts considerable pressure on the
existing port infrastructure, both in terms of port facilities, as well as, actual transportation modes
which are accentuating the double insularity problem of Gozo. In this regard and as part of the
active measures being undertaken to further the development of Gozo, Government has
embarked on an investment programme to upgrade port and port facility infrastructure on both
sides of the channel with the aim of reducing time lags and improving the service for the
commuters (nationals and tourists).
Malta’s international airport and a heliport in Gozo support the requirements of the country which
is heavily dependent on air transport connectivity. There are a number of airlines operating to and
from Malta. Air transport policy is crucial to the further development of tourism, trading and
commercial activities in general. Air transport is also critical to support the development of the
country’s manufacturing capacity by providing air cargo solutions.

24

White Paper on Sustainable Land Transport, Malta Transport Authority, 2004.
To come into effect in 2007
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th
The Grand Harbour and Ricasoli Breakwaters were built at the beginning of the 20 century and consist of a gravity
vertical structure, which, by modern standards is considered lacking in efficiency. Moreover, the breakwater was
structural weakened during the Second World War.
27
The berths were built at a time within draughts of vessels rarely exceeded the 5m mark.
28
Figures provided by the Malta Maritime Authority and emanating from feasibility studies and environmental impact
assessments funded under the Pre-Accession Programme 2003 and further studies funded under the TEN-T Non-MIP
Calls 2005 and 2006 are being undertaken by MMA in partnership with other EU Member States to develop a master plan
for implementation of the Motorways of the Sea in the Mediterranean.
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E-Society
Government’s 2004-2006 National ICT Strategy29 is based on the aim of transforming Malta from
an ICT using society and economy into a regional centre of excellence, serving as a technological
beacon in the Mediterranean. The strategy is based on a model tying together the various
ingredients necessary to make a leading ICT nation. Malta’s track-record in this sector is
characterized by a number of successes as witnessed through a number of indicators measured
at EU and international level. Through a wide range of targeted initiatives, Government is
reaching to the goals of increasing technology take-up at household, education and business
levels.
Statistics show that 68 per cent of the Maltese population is ICT-literate. In 2004, practically all
households were connected to the telephone network and mobile telephony penetration was
rapidly converging with the EU average. UMTS and 3G networks and services have also started
to be deployed in Malta. Over 52 per cent of Maltese households have a personal computer that
is connected to the internet, 50 per cent of which is broadband.30 Free basic ICT awareness and
cost-recovery ECDL training is offered to Maltese citizens within two weeks of registering a
request. Moreover, Malta boasts of internet coverage in all major public spaces and core village
areas. However, the use of the Internet by the elderly and people with disabilities remains limited.
In the last ‘ICT usage in household’ survey compiled by the NSO in 2005, only 12 per cent of the
people aged 55-74 made use of the Internet.
ICT education is a fundamental pillar of Government’s agenda in the sector and significant
investment has been undertaken in technology infrastructure in schools, from primary to tertiary
level, in order to support the use and integration of ICT in the educational process. All schools
are connected to the Internet and boast an above-average student-to-PC ratio.31 At the postsecondary, tertiary and vocational level a number of ICT certification programmes are offered.
The number of students choosing ICT subjects is increasing especially at vocational level
(MCAST), which has nearly trebled between 2001 and 2004. The increase in the student
population was constrained by the lack of adequate teaching facilities. The number of graduates
in ICT related degrees at University is also on the increase, albeit at a slower pace when
compared to the demand of such resources from the labour market.
The take-up of technology has been vibrant in firms employing more than ten people, but remains
depressed in micro-enterprises that together form the largest employing component of the
economy. Ninety-three per cent of small, medium and large firms use computers, while 89 per
cent use the Internet. However, Internet use drops significantly when the micro enterprises are
included, with 60 per cent of all enterprises using the computer and 52 per cent using the
Internet. The percentage of enterprises having a website is also relatively low, with only 22 per
cent of all enterprises having an online presence. Government has offered a number of
programmes to increase technology take-up at the micro level. ICT Awareness programmes and
tax incentives for e-business investment are available, while firms operating in specific sectors
like tourism, had the opportunity to get funding for their investment in ICT. However, the local
business community still has limited appreciation of how technology can improve efficiency, cut
costs, reach out to overseas markets and sharpen competitiveness. On an infrastructural level
the high cost of broadband service continues to pose an immediate constraint on the further
proliferation of ICT among the different segments of the population.
The country’s ICT vision has also registered considerable success in the attraction of ICT
companies operating from Malta. Government’s commitment to establish Malta as an ICT centre
of excellence has led to vertical strategic alliances with the leading international ICT firms, while a
number of other foreign ICT companies are locating their operations in Malta. Primary amongst
29

An update for this strategy is in the pipe-line.
Statistics provided by the Ministry for Investment, Industry and Information Technology.
31
Ratio of students per PC is 7:1 in state primary schools and 14:1 in state secondary schools
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these is the SmartCity (Malta) project, which is envisaged to be the primary hub of technology
services in the region. The attraction of ICT foreign direct investment has augmented the demand
of ICT graduates and is necessitating the up-skilling of the workforce, particularly those employed
in the manufacturing industry. Government has launched a tax incentive mechanism through
which individuals following ICT, science and engineering certifications will get full reimbursement
of their costs in tax deductions. The myPotential programme is the vehicle through which tax
incentives for ICT certifications are being channeled and has been success with hundreds of
applications being submitted in the first months of its launch.32
Malta ranks amongst the top EU countries in the advancement of its e-Government programme.
In the last measurement on electronic public services as part of the i2010 benchmarking,33 Malta
ranked second in terms of online sophistication and third in terms of availability. While the
sophistication indicator confirmed that the e-Government services are available in a fully
interactive format, providing an end-to-end online solution, the availability indicator confirmed that
the majority of public services could be accessed through the Internet.
The e-Government programme has succeeded in introducing an online culture in the delivery of
simple public services. The programme is also serving as a catalyst to business process reengineering in the various Government branches. Over ninety percent of the basic public services
are online. These include services related to the payment of the income tax, job search, car
registration, declaration to the police, birth and marriage certificates, health-related services, VAT
and submission of statistical data. The e-ID is part of the horizontal infrastructure supporting all of
the e-Government. It guarantees the identity of the person while accessing e-Services and
provides the necessary level of comfort to the parties relying on authentication. The e-ID
compliments the electronic payment gateway in providing a layer for the development of eServices to both citizens and businesses.

Research and Innovation
The establishment of an R&I framework in Malta has to date and to a large extent, been
neglected. Until as recently as 2002, statistics on national spending on RTDi were not available,
resulting in a lack of awareness among policy makers on the extent to which the country was
lagging behind in this critical area. The current situation has implications on the mobilisiation of
investment given that RTDi is considered a critical factor that influences decisions made by major
international enterprises and entrepreneurs regarding investment.
The figures for Business R&I (BERD) for 2003, show that expenditure on R&I from the private
sector, constituted 0.069 per cent of GDP, while the public R&I expenditure stood at 0.19 per cent
of GDP. Current R&D expenditure as a percentage of GDP currently stands at 0.3 per cent.
Although figures for 2005 have not yet been released, it is estimated that the national R&I
investment for 2005 is in the region of 0.35 per cent, based on preliminary indications of a
substantial increase in the business investment.34 Having said this, there are indications that an
important part of R&I activity in the country is currently not being captured.
It is important to highlight that the low rate of R&D investment may be attributed to the existing
methodology framework for the generation of statistics which does not have a consistent
32

myPotential is a public-private partnership between the Ministry for Investment, Industry and IT with five local ICT
training providers with the objective to create an environment of learning opportunities in the ICT field for students,
unemployed persons and persons in employment to increase the affordability of ICT certifications whilst ensuring
excellent quality service levels; to ensure a constant supply of ICT graduates to match the needs of the industry in a
timely manner; to promote life-long learning and encourage individuals to advance their careers in ICT and entrench skills
flexibility; to develop a resilient ICT labour market to ensure it is a key comparative advantage for Malta to attract foreign
direct investment; and entice further growth in the local private ICT training industry.
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“Online Availability of Public Services: How is Europe Progressing?” DG for Information Society and Media, 2005
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National Strategic Plan for Research and Innovation, 2007-2010, Government Printing Press, August 2006.
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yardstick for the definition of ‘research’, ‘technological development’ and ‘innovation’. This is
having consequences on RTDi statistics since it is generating a negative understanding of the
level of RTDi in Malta. While progress has been achieved, much is yet to be accomplished.
R&D activity in the business sector is largely concentrated in 30-40 firms and is clustered around
a number of specific sectors, mainly related to high-value-added manufacturing in ICT,
manufacture of machinery, manufacture of chemicals and medical instruments, financial
intermediation, food and beverage and printing, among others. The precise level of sectoral R&D
activity is difficult to determine, since official statistics are not readily available, and are often not
reliable since firms do not always report their R&D activity or give incomplete information. This
makes it difficult to determine the level of intensity of private R&D investments as a percentage of
sectoral GDP. Such data would allow a better understanding of how the sectoral R&I is evolving
and how this relates to sectoral economic strengths and emerging niche areas, so that R&I can
be tackled appropriately. Table 2.11 provides an overview of the sectors where current R&D
private investments are growing (excluding ICT).

Table 2.11
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Nace Code

R&D
Expenditure
Source CIS3
(2003 figure)

Sectoral Private R&D investments in Malta (excluding VAT)

Delving deeply in the underpinnings of the present status of RTDi in Malta, one has to
acknowledge that Malta’s industrial sector is characterised by a dual structure. On the one hand,
industry predominantly consists of domestically-owned micro enterprises primarily local market
oriented and engaged at the lower end of the technological ladder. The latter generally lack the
critical mass to engage in RTDi. On the other hand, Malta’s industry comprises a number of
foreign-owned affiliates of multinational conglomerates which undertake RTDi activities in home
economies and merely transfer technology to Malta in accordance with corporate strategies to
serve the needs of the local manufacturing arms. This state of affairs has so far resulted in limited
inter-linkages between the domestic and foreign sector, primarily as a result of lack of economies
of scale and scope. Moreover, when compared with other small EU Member States, in 2003, at
3.1 per cent, Malta has the lowest percentage of tertiary S&T graduates aged between 20 and 29
years and would have to increase its graduates four-fold in order to reach the EU 25 average. Of
31 PhD graduates, only 3 are in science and engineering subjects.
Malta’s innovation scoreboard indicates a highly mixed record of performance with very poor
rankings on the input indicators in terms of the number of S&T graduates, R&D expenditure and
SMEs innovating in-house, but generally high rankings on innovation and ICT expenditures and
certain output indicators such as exports on high-tech products and employment in medium to
high-tech manufacturing. Thus, Malta is positioned above the EU average for the output-input
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composite indicator, i.e., it generates a higher than average output in proportion to the inputs.
However, in absolute terms, its inputs are among the lowest when compared to the other EU
countries. Its best performance is in applications (10th), mostly due to the high-tech export35 and
in innovation and entrepreneurship (12th place) resulting from high total innovation expenditures,
most likely capital investment.
However, a number of initiatives have been initiated such as the development of the Regional
Innovation Strategy for the Maltese Islands (MARIS) and the development and implementation of
an R&D fund under the EUREKA brand and also through initiatives linked to the development of
business technology networks. Malta Enterprise is currently operating a number of schemes
extending to cover R&D and innovation.
In terms of RTDi, in 2004, the National RTDi Programme made funds available to the Malta
Council for Science and Technology to promote a culture for continuous scientific research and
innovation and to encourage public-private sector partnerships and cross-sectoral synergies,
involving all parties in the take-up of science and technological research and development. With
very limited financial support, Malta managed to secure €3 million and €9 million in funding from
the EU Fifth and Sixth Framework Programmes, respectively. Indeed, despite its small size and
weak R&I capacity, resources and critical mass, Malta has and is participating effectively in FP5
and FP6, with over 45 FP5 projects and 70 FP6 projects.
Malta does have a number of research institutes falling mainly under the aegis of the University of
Malta and various Government Ministries. Over the past two decades, the University of Malta
(UoM) has achieved a major leap forward in terms of the quantity and quality of higher education,
the academic qualifications and achievements of the staff, the wide offering of courses and
studies, and the increase in international collaborative R&D activity together with the number of
foreign students and researchers that it hosts. The UoM plays a pivotal role in driving the R&I
activity, based on a long history of refining key competencies and skills, and producing high
quality resources. However, the UoM is constrained by limitations in teaching staff and financial
resources, largely due to the massive increases in student intake over the past two decades. In
terms of available infrastructure, the UoM boasts of a number of relatively well-equipped
laboratories. However, various laboratories are not in an enviable state as funding is in short
supply. The majority of laboratories within Government departments and agencies are not
accredited to carry out specific tests with the result that businesses have to resort to sending
tests abroad with higher costs, delays and losses.

Environment
Malta’s environment is essential for the quality of life and health of its citizens, as well as being
part of the country’s national identity and competitiveness for important economic sectors such as
tourism. Current figures highlight that approximately, public expenditure on the environment
amounts to around 1.4 per cent36. Given strong linkages with economic resources management,
this sector is strategic to Malta’s future development. Recent years have seen a dramatic
increase in the extent of environmental initiatives, principally relating to upgraded regulation.
Besides legislation, other instruments and measures such as permitting regimes, guidelines,
economic instruments and administrative arrangements have been used.
Further changes in behavioural patterns in the public and private sector, however, remain to be
made. Government’s commitment towards the environmental sector is also evident in the
allocation of resources. The sector has benefited from several technical assistance and institution
building projects co-financed by the EU Pre-Accession Funds, the Transition Facility and also
bilateral instruments. The environment is also the largest beneficiary sector of Cohesion Policy
35
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This is an anomaly due to one firm within a very small economy.
State of the Environment Report, 2005.
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2004-2006 (over 40 per cent).37 The main areas include water, air quality, waste management
and nature protection.
The geology of the Maltese islands allows the occurrence of natural groundwater in two distinct
rock formations: the upper-coralline limestone where groundwater accumulates over the
impermeable blue clay and the lower corraline limestone where groundwater occurs as a
freshwater lens floating over seawater. Malta has no surface waters that can be economically
exploited, in that the islands depend on frail groundwater resources that are subject to fierce
competition and are under increasing pressure from intense human activity over a relatively small
territory. Besides agriculture and industry, groundwater is also a valuable source for drinking
purposes. Half of the drinking water comes from acquifers, whilst the remaining part is procured
from three seawater desalination plants located at Pembroke, Cirkewwa and Lapsi. The
desalination facilities are amongst the most significant users of electricity in Malta and water
production utilising an overall 8.0 per cent of the total electricity production.
Due to its topographical and climatic features, Malta is vulnerable to the effects of flash floods,
more common during the Autumn and Winter months. Flooding results in damage to
infrastructure, disruption of economic activity and occasionally, loss of human life. Rainstorms
occurring in the areas of any of the 109 catchments of the Maltese Islands generate severe flash
floods with the situation worsening as large downstream areas became urbanised. The lack of an
integrated approach to rainwater, illegal dumping and decades of improper development along
the valleys has increased the risk. Urbanisation along watercourses has led to increased runoff
and loss of areas for percolation and replenishment of the aquifers. The latter phenomena have
restrained the water carrying capacity of Malta’s natural watercourses, the largest three of which
flow down through urbanised and intensely developed areas. At the same time, storm water
presents an alternative source of fresh water that can be stored and made availed of. In
September 2003, heavy rainfall led to flooding considered subsequently a “major disaster” within
the meaning of Article 2 of Regulation (EC) No 2012/2002. Government has acted with urgency
to this situation and has been drawing plans and performing works to mitigate future damage
from flash storms. In effect these major investments, although mitigating the problem of flooding,
do little to address the problem of water shortages from which Malta suffers considerably.
In 2004, only 6.5 percent of the sewage was treated. It is estimated that circa 25.0 million cubic
metres of sewage are being discharged untreated to the sea annually. The South Easterly
shoreline is the most effected in view of the fact that most of the sewage generated on the island
(80 per cent of all the wastewater) is presently being discharged through a sewage outfall at Wied
Għammieq (Ricasoli) some 716 metres away from the shoreline. The Sewage Master Plan
foresees the setting up of a number of waste-water treatment plants to treat all Malta’s liquid
waste. Currently two water treatment plants are under construction, one in Gozo and in another in
the North of Malta.38 The use of treated sewage effluent (TSE) for non-potable purposes offers a
cost-effective alternative to more costly sources of water supply. Being less responsive to
seasonal fluctuations, TSE is a more reliable source that offers challenging possibilities to the
agricultural sector. Modeled projections of TSE production show an annual output of 14hm3 once
the new facilities are commissioned.
Malta’s coast and sea are essential to the quality of life of the resident population and to the
tourism industry. The importance of coastal waters is evident in various economic sectors,
including fisheries and tourism, as well as the social and recreational sectors. Coastal waters also
have an intrinsic value in supporting some of Malta’s richest ecosystems, thus contributing to a
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Upon calculation of the investment in infrastructure of the ERDF and the Cohesion Fund.
The treatment plant in Gozo is co-funded by the 2003 Pre-Accession Programme while the plant in the North of Malta
is being funded from other sources. The transmission infrastructure for the Malta South plant is being co-financed under
the ERDF 2004-2006.
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better quality of life. Even though coastal waters are constantly monitored, more investment is
required to improve national capacity to monitor coastal waters in line with the EU Acquis. 39
Efforts are being directed to mitigate and possibly eliminate discharges that harm the coastal
environment. In addition to marine discharges from public sewers, considerable volumes of
wastewater are discharged from Malta’s power stations; from the fishing sector, mainly through
net washing, fish penetration and packing; and from the oil and fuel terminals, of which the most
significant contaminant contributing to marine pollution are petroleum hydrocarbons. Other
sources of marine contamination include landfills, marinas and other related activities, as well as
the ship building and ship repairing yards. Monitoring programmes show that since 2002 the
overall water quality has improved. In 2004, 83 per cent of sites were classified as First Class
under the Barcelona Convention, indicating a marked improvement from 55 per cent of sites in
1996. Between 2001 and 2004, all bathing sites complied with Bathing Water Quality Directive
criteria.40
Even though between 1990 and 2000, Malta’s GHG emissions increased by 44 per cent
(compared to the EU as a whole), it had one of the lowest emission rates per capita
(approximately 7 tonnes in 2002). It is estimated that around 20.0 per cent of total emissions are
caused by road transport. As a result of increased usage of unleaded petrol in recent years,
benzene concentrations in the air have declined significantly.41 Similarly, an 8.0 per cent
reduction was also achieved in nitrogen oxide concentrations. Given its territorial conditions and
population density, Malta attaches great importance to the environment. It has numerous
international obligations relating to environmental issues and is a member of several international
institutions dealing with these issues.42
Malta’s solid waste originates from construction and municipal waste. Municipal solid waste as
well as mixed trade and municipal waste have increased by 53.0 per cent since 1996.43 Malta’s
solid waste management strategy aims to put in place an integrated approach to waste
management, which also involves the reduction in the quantity of waste and an increase in
recycling and composting. In 2004, the Maghtab and Qortin waste disposal sites were closed and
a project on the rehabilitation of the Maghtab, Qortin and Wied Fulija landfills is currently being
carried out.
In terms of waste collection, households have been encouraged to undertake waste separation at
source. To date, a number of projects - such as the setting up of bring-in-sites which encourage
the collection of materials suitable for recycling - are being organised through local councils. A
number of projects on waste collection, recycling and education campaigns related to the
implementation of the solid waste management strategy are currently being co-financed by the
European Regional Development Fund, the European Social Fund and the Cohesion Fund of the
2004-2006 European Union Cohesion Policy.
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Monitoring is based on a number of parameters specified under, inter alia, the Dangerous Substances Directive, the
Bathing Water Directive, the Protection of Fish Life Directive, the Urban Wastewater Treatment Directive and the Nitrates
Directive.
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Recently the coastal waters in the limit of Xghajra were identified as class 3 in accordance with the Bathing Water
Quality Directive. The issue will be addressed with the establishment of the third Water Treatment Plant in the South of
Malta.
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In September 2000 leaded petrol was replaced with a lower lead content fuel and by January 2003 leaded petrol was
completely phased out. Bio diesel, which is made up of less polluting sources of diesel, was also introduced. With the
abolition of leaded petrol and the supply of bio diesel, there were corresponding improvements in air quality. Subsequent
to the introduction of unleaded petrol, benzene concentrations in air have declined, with notable declines in benzene
concentrations occurring in most aggravated areas.
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Malta is also party to a number of multilateral agreements, which affect environmental policies and practices at the
national level. Malta has been transposing the EU Environmental Acquis through the upgrading of environmental
legislation and the introduction of specific legislation. By 2004, approximately 130 pieces of legislation under the 2001
Environmental Protection Act had been published.
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In 2001, municipal waste collected amounted to 549 kg per capita which is comparatively higher than the EU average.
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Malta acknowledges the fact that many rare and indigenous species are threatened and continue
to decline. The main threats to Malta’s biodiversity are urban development in the rural and marine
areas, the introduction of alien (non-native) species that may compete with native biodiversity and
the exploitation of wildlife. An enhanced legal framework has been put in place to ensure the
protection of ecologically important sites in the Maltese Islands such as marine protected areas.
Maltese candidate sites submitted for the EU Natura 2000 network of protected areas now cover
approximately 12.5 per cent of Malta’s land area. Effective management of protected areas has
begun, with management plans approved, covering 1.3 per cent of Malta’s Special Areas of
Conservation. This process needs to be significantly accelerated in order for Malta to reach its
target of halting loss of biodiversity by the stipulated deadlines.

Energy
Energy has a significant impact on the quality of life and is a determinant factor in economic
competitiveness. It is also essential as a resource for industry – the cost of energy will have an
impact on the competitiveness of the country and on economic growth and job creation. During
the 1980s and 1990s Malta experienced relative consistency in energy supply, markets and
distribution. The energy scene has changed rapidly during this last decade with prices for fuel
increasing substantially. Malta’s accession to the EU is leading to developments in the energy
market while the adoption of the Acquis has led to the establishment of more environmental
measures.
Consumption of electrical energy has been increasing steadily. This can be attributed to a
number of factors including growth in economic activity and higher standards of living. Electricity
demand has increased from 1,603 GWh in 1995 to 2,263 GWh in 2005 which is equivalent to an
average increase of 3.3 per cent per annum over the last ten years.44 Currently, the active power
maximum demand has surpassed the winter maximum demand in terms of magnitude.
Malta’s electricity generation is exclusively reliant on non-renewable energy sources (liquid fossil
fuels) and this has been adversely affected by developments in international pricing of petroleum
products. Electrical power is generated in two conventional thermal power stations owned by
Enemalta Corporation45 and located at Marsa and Delimara. These power plants utilise heavy
fuel oil for conventional steam plant (boiler/turbo generation) and gas-oil for gas turbines. The
Marsa power station houses the older generation plant, whereas the Delimara power station is
relatively more modern, albeit still in need of upgrading, particularly in relation to energy efficiency
and cleaner fuels. Investment is also required in certain critical sections of the distribution system
to prevent distribution failures.
The network is currently state-owned and is subject to regulation by the Malta Resources
Authority. The present electricity distribution system in Malta has evolved from three 33kV
distribution centres to a network of seventeen 33kV and one 132kV distribution centre. These are
divided among 4 regions, namely, North, Sliema, Central and South and the load growth
characteristics for each were analysed to formulate a long-term plan that would ensure a secure
and high quality supply suitable for all the different regions by 2013. The 132kV distribution centre
was commissioned in 1992, in order to deliver electrical energy from the then, newly constructed
Delimara Power Station. A second 132kV distribution centre is currently being commissioned in
the centre of the island. These distribution centres are strategically located close to large load
concentrations and directly supply large industrial and commercial consumers. An analysis of the
current condition of the distribution network shows that during peak demand periods, most
components are operated at close to their rated capacity and have no redundancy.

44
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Enemalta Corporation sources.
Enemalta Corporation is state owned.
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The production of energy from fossil fuels is the most obvious source of environment pressure
because of the combustion processes involved. The energy sector contributes to approximately
63 percent of Malta’s GHG emissions. In recent years, Government has introduced a number of
measures in order to reduce the harmful effects of electricity generation. Technical modifications
were made in order to increase the efficiency of the power plants. Coal was phased out in 1995
and the introduction of low sulphur heavy fuel oil in 2004 reduced sulphur dioxide emissions.
Efforts are underway to assess both the potential and applicability of renewable energy sources.
Renewable energy has led to a conceptual shift in energy policy in order to obtain at least partial
relief from volatility in prices and scarcity of products. Renewable energy is regarded and
promoted as an investment for the future. To date, Government has been considering the aspects
of affordability and competitiveness for the sector. Government has, directly or through its
agencies,46 conducted several studies in connection with specific renewable energy technologies
both up to and post-2010. Large, land-based solar farms are not considered an attractive option
mainly because of their footprint and the impact of their hardware on the local landscape.
More cost-effective uses of solar energy are perceived to lie in water heating and in the medium
term in cooling. Noting the cost of photovoltaics (PV)-generated energy, and benchmarking with
other countries, it is clear that the penetration rate in Malta is likely to be too small to be
significant in terms of its contribution to the national energy balance. For example, electricity
generation by means of technologies such as PV is still expensive and is currently being
bolstered by support and incentive schemes aimed at enabling such technologies to penetrate
the market to a significant extent. In the interest of promoting the mix of PV and solar thermal
energy generation, Government has introduced various measures of support, including capital
grants for solar installations (solar thermal water heaters and PV panels) in private households.
Government has also put an exemption from excise duty on the biomass content in bio-diesel and
such measures are expected to be reviewed following an assessment of the results achieved.
Overall, Government is continuing with the implementation of support schemes to promote the
adoption of a mix of appropriate technologies at all levels, while considering the costs of
implementation and maintenance of these technologies and related financing aspects.

Urban Regeneration
In 2004, a new land cover map was prepared based on the international EEA CORINE
classification.47 This CORINE 2000 land cover map provides a new (baseline) indication of land
cover at the European scale. It indicates that agriculture accounts for almost half of Malta’s land
area (49 per cent) while forests make up only 0.8 per cent. Natural vegetation accounts for 22 per
cent of land cover, most of which is in coastal areas, while urban fabric covers 23 percent, mainly
in the form of a conurbation around the Grand Harbour. Industrial and commercial uses account
for 2 per cent of land area. Only fifteen localities in Malta are considered urban.48 These are
Valletta, Floriana, Hamrun, St. Venera, Pieta’, Sliema, Gzira, Ta’Xbiex, Vittoriosa, Senglea,
Cospicua, Tarxien, Fgura, B’Kara and Balzan. All the other localites are considered rural.
The urban fabric in the Maltese Islands plays an important role in the development of society and
the economy. Built and natural heritage make an essential contribution to the quality of life, giving
context and coherence to the present, while acknowledging the contribution of the past. The
importance of the urban fabric is even more pronounced since Malta is by far the most densely
populated country in the EU. Malta has a very high proportion of built up land to the tune of 23.0
per cent of total land area.
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In this regard Government has also set up a Waste to Energy committee entrusted with the objective to assess the
feasibility of recovering energy from waste generated.
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State of the Environment Report, 2005, MEPA.
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Info obtained from the Rural Development Department.
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The increase in urban development has mainly taken place in order to provide for additional
housing units. In fact, residential areas constitute Malta’s principal urban use of land. The
relatively high cost of housing is underpinned by rising pressure on land resources for this land
use. The rehabilitation of brown-field sites is considered a potential means to reduce this
pressure. From the late 1990s, urban development briefs have been undertaken with various
projects in and around the Harbour area. The main projects currently include the Manoel Island
and Tigne Redevelopment, the Cottonera Waterfront Redevelopment and the Valletta Cruise
Liner Terminal. These projects have been largely based on a model conceived in the early 1990s
with land concession agreements based on very long term contracts. The basic concept of these
agreements is the long term concession with the benefits of private investment in the restoration,
rehabilitation and redevelopment of earmarked assets. A number of other projects to rehabilitate
old village cores have also been undertaken.
According to the latest Census, the population of Valletta and its environment reached the low
figure of 7,184, which is less than 2.0 per cent of the total Maltese population. The trend is
destined to continue, since around 30.0 per cent of the residential population consists of people
aged 60 and over. This is a predominant trend in the urban cores around the Harbour Area. The
increase in commercial activity and the presence of several offices, both public and private, in
Valletta, has led to an increase in daytime population.
The Maltese archipelago has one of the highest densities of cultural heritage sites in the world.
The country’s rich repertoire of cultural heritage include the oldest free standing megalithic
buildings in the world, one of the most extensive and complex systems of fortifications and a
remarkable concentration of baroque art and architecture. Government’s strategic objectives
focus on the regeneration and rehabilitation both in terms of continuously upgrading the urban
environment of localities in the country, as well as, conserving, restoring and safeguarding the
unique heritage sites found in the Maltese Islands.

2.3.2

Labour market, human resources development and the social context

Labour Market
Malta’s socio-economic development is inextricably linked to human resources. Human resources
are Malta’s main natural resource and Government’s priority remains that of encouraging and
supporting people to realise their full potential in order to contribute to Malta’s socio-economic
development. The development of human capital is crucial since skills, creativity and competence
growth are most likely to result in a strong sense of individual fulfillment and cohesion to society’s
values. Furthermore, a citizen who is better equipped, flexible and confident will also be more
productive, creative and innovative, thereby enhancing the society of which one forms part. Apart
from the importance attached to employment, education and gender equality, increasingly
emphasis is being attached to social inclusion with respect to the less disadvantaged segments of
the Maltese population.
In 2005, the total overall employment rate stood at 54.3 per cent (EU25: 63.8 per cent). Whilst the
rate for males stood at 74.4 per cent males (EU25: 71.3 per cent), the rate for females was of
33.9 per cent (EU25: 56.3 per cent). The same trend followed for the activity rate, where the rate
for males stood at 79.3 per cent as opposed to 36.9 per cent for females. Females also
experienced a higher unemployment rate, 8.9 per cent when compared to 6.6 per cent for males
in 2005. An analysis of employment rates by age group illustrates that the highest rates for males
are found in the 25 to 54 age bracket (89.2 per cent) whereas female employment rates tend to
be higher in the 15 to 24 age bracket (43.9 per cent). The unemployment rate as at 2005 stood at
7.3 per cent which represents an increase of 0.1 percentage point over that for 2004. Between
2001 and 2005, the unemployment rate in Malta has been constantly lower than the EU average.
Approximately 47.7 per cent of the unemployed in 2005 were aged between 15-24.
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An overview of those registering for employment with the Employment Training Corporation
(ETC) shows that in 2005 there were a total of 7,379 persons registering for employment,
amounting to an unemployment rate of 5.1 per cent. Of these 6,696 registered for employment
under Part I and 683 were registered under Part II.49 This represents a decrease of 8.9 per cent
over the previous year. Between 2000 and 2005, the majority of the unemployed under Part I
were those looking for elementary and low-skilled occupations.
Some main indicators for the labour marker are highlighted in Table 2.12. The labour force
increased by 2.6 per cent between 2000 and 2005, with a marginal increase of 0.4 per cent
registered between 2004 and 2005. Meanwhile, the number of persons with a part-time job as
their main occupation stood at 12,608 during 2005, representing an increase of 10.9 per cent
over the previous year. Between 2000-2005, the growth rate of part-time employment as a main
occupation was higher for males than for females, however, in 2005 the number of females
holding a part-time job outnumbered their male counterparts.

Table 2.12
The labour market - overall situation

Labour Force

Employed
Unemployed*
Total

Unemployment Rate (%)*

2000

2001

2002

2003

2004

2005

No.

No.

No.

No.

No.

No.

146,246

146,017

148,452

148,764

148,618

149,091

10,498

10,064

11,018

12,093

11,518

11,745

156,744

156,081

159,470

160,857

160,136

160,836

6.7

6.4

6.9

7.5

7.2

7.3

Source: National Statistics Office, Annual Labour Force Survey data sets
* The unemployment figures and rates are based on the Labour Force Survey (annual data sets). The Labour Force Survey is a household
survey carried out by the NSO in accordance with methodologies of the European Union’s statistical agency, Eurostat, and the International
Labour Organisation. It is important to note that the actual figures and rates of unemployment based on registered persons with ETC.

The domestic labour market has been characterised by relatively weak conditions in recent years,
particularly as regards developments in full-time employment and in unemployment levels. The
process of economic adjustment triggered by industrial restructuring in both public and private
enterprises, fiscal consolidation, as well as sluggish growth in the economies of Malta’s main
trading partners and the steep rise in international oil prices posed an increased uncertainty that
affected adversely employment developments. Nonetheless, the performance of the labour
market during 2005 indicates the degree of resilience through the expansion in part-time
employment, increases in the gainfully occupied population, as well as the decline in the number
of registered unemployed.50
In the period 2000-2005, employment in the private sector was on an upward trend. Furthermore,
in 2005, private sector employment stood at 101,029 an increase of 1,669 or 1.7 per cent over
2004. Higher employment in the private sector reflects a significant expansion in private market
49

Registered unemployed with ETC is composed of both Part I and Part II of the Register. Part I of the Register includes
those who are eligible for work and registering with ETC as unemployed, while Part II incorporates other categories of
persons searching for work but are not eligible to register under Part I.
50
It is notable that over the recent years, increasing importance is being attached by both economic operators and
employees to part-time work as the main occupation. This indicates changing working patterns and the relative degree of
flexibility of the labour market.
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services over the period 2000 to 2005, most notably in real estate, renting and business activities;
transport, storage and communications; and in health and social work. These increases in private
market services employment were partly countered by a decline in employment in private direct
production, owing to an active restructuring process in the industrial sector.51 On the other hand,
due to the restructuring of public enterprises, privatisation initiatives, as well as Government’s
policy to restrict recruitment in non-essential categories in Government Departments and
Agencies, public sector employment has been following a downward trend over the recent years.
In fact, public sector employment declined from 50,581 during 2000 to 48,062 in 2005.
With respect to undeclared work, while it is generally acknowledged that a degree of such
employment exists, by its very nature, it is impossible to quantify precisely. It is widely believed
that such work occurs in sectors such as construction-related trades and in domestic and
personal services. ETC is preparing a campaign to raise awareness of the benefits of working
within the formal economy, as well as, penalties for operating outside it. ETC is also conducting
extra training in those areas where employers are claiming not to find local labour (hence,
requiring foreign labour). The challenge is to help transform such work into declared employment
through making-work-pay measures. Significant measures in this regard have been taken in the
last two budgets which, for instance, allow preferential tax rates for ‘secondary’ spouses earning
below the minimum wage, and a pro-rating of the national insurance contribution. Although it will
probably always pay certain tradespersons more to operate as self-employed rather than
employees, there is still scope to encourage such persons to operate as self-employed in the
formal economy. ETC operates a Law Compliance Unit, and this Unit follows up on hotline and
other reports of such irregular employment of both Maltese and foreigners.
With respect to the impact of foreign workers in Malta, these may be grouped into three
categories. First, permits for EU nationals are issued automatically. Second, permits for
recognised refugees, persons with temporary humanitarian protection (THP), and asylum
seekers, are also issued automatically. Third, permits for third country nationals are issued on a
case-by-case basis. The latter is in line with labour market shortages and depends upon the
employers' submission of full job descriptions and CVs, and of their efforts to locate suitable
Maltese workers. At end-September 2006, there were 6093 active work permits, of whom (a) 853
were recognised refugees, THPs or asylum seekers; (b) 2223 EU nationals; and (c) 3017 third
country nationals.
Gozo’s labour market is characterised by a low labour market activity rate and extensive
employment in lower-value-added activities. When compared to Malta, the employment rate in
Gozo is lower, standing at 49.6 per cent in 2005 (Malta: 54.3 per cent) with 69.6 per cent being
males (Malta: 74.4 per cent) and 29.6 per cent females (Malta: 33.9 per cent). Lower participation
rates largely reflect the unavailability of full time productive jobs in Gozo, leading to seasonal,
part-time and irregular employment. The Gozitan labour market is characterised by considerable
levels of underemployment. The unavailability of jobs in Gozo does not always induce Gozitans to
move or commute to Malta, especially due to the hardships (social, financial and others) that are
associated with working in Malta. The Gozitan labour market is also characterised by a lack of
appropriate skills, including skill mismatches and negative attitudes towards labour market
employment.
The Gozitan economy also depends even to larger extent than that of Malta, on the public sector.
In 2005, employment in this sector in Gozo accounted for 48.2 per cent of total employment on
the island when compared to 32.2 per cent in Malta. A significant amount of these employees is
found in the lower level industrial grades. Tangible steps in re-deployment have recently been
taken with the transfer to Gozo of various back-office operations pertaining to the public sector.
This has created new jobs especially for new entrants in the labour market but has not solved
under-employment in other categories.
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This has been particularly evident in the textiles manufacturing sector.
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Gender equality and female participation in the labour market
Malta has adopted a number of strategies including gender mainstreaming in social protection
and social inclusion, and gender equality in employment to promote stable and quality
employment for all women and men. Government has embarked on various measures towards
an integrated approach to promote gender equality with the aim to increase the female
participation rate, which currently compares unfavourably with the EU 25. In this respect, in 2004
Government established the National Commission for the Promotion of Equality (NCPE) with the
aim to identify and monitor national policies addressing discrimination and promoting gender
equality.
Gender equality has been given a firm legislative basis by means of specific legislation which
strengthened the national machinery for gender equality. Through the Income Tax Act (CAP.123)
Government introduced new fiscal incentives to encourage more women to return to the labour
market.52 In addition, as part of the new Collective Agreement for Employees in the Public
Service which came into effect in January 2005, Government introduced further flexible family
friendly measures which enable employees to combine their work and family responsibilities
through extended and more flexible parameters in the utilisation of unpaid parental leave and
reduced hours.
Notwithstanding, de facto differences are still a reality. In 2005, the total overall employment rate
stood at 54.3 per cent. Disaggregating this information by gender one notes that whilst the rate
for males stood at 74.4 per cent males (EU25: 71.3), the rate for females was of 33.9 per cent
(EU25: 56.3). The same trend followed for the activity rate, where for males the rate stood at 79.3
per cent as opposed to 36.9 per cent for females. Females also experience a higher
unemployment rate of 8.5 per cent when compared to 6.6 per cent for males.
Child day-care centres are a relatively recent phenomenon in the Maltese society, with the earlier
ones being set up in the late 1990s. Childcare services for children under three are currently
being provided through a number of private commercial initiatives, while baby sitting services are
usually offered from the carer’s home. There are approximately 50 childcare facilities, catering for
approximately 1,000 children under 3 years of age. Pre-school (kindergarten) provision is made
widely available by the state, but also through church and private institutions. Out-of-school
service (covering out of school hours and holidays) is the least structured and available of all day
care services. Government provision is limited and is mainly related to providing childcare
services at the workplace.

Human Resources Development
Government is well aware that human resource development is a determinant factor to economic
growth and quality of life. Human capital is crucial to the country’s ability to compete in the highvalue-added, knowledge-intensive markets that are the key to the country’s future prosperity.
Government believes that a highly skilled, multilingual population is the product of life-long
education which starts from early childhood - through effective primary and secondary schooling
– continues with vocational or tertiary education and which is subsequently followed up by
continuous life-long professional training process.
Public expenditure on education as a percentage of GDP amounts to approximately 4.8 per cent
and there is an ongoing process to improve and upgrade the quality of education system in Malta.
All three year old children have access to kindergarten services. Education is provided for free in
52

One of these provisions gives women who have been absent for more than five years from work, will be exempt from
tax for the first year during which they return to work, while an other measure relates to part-time job as a secondary
source of income for a married couple which gives them the possibility to qualify for a 15 per cent flat rate tax on the part
time job of the other spouse who holds a part-time job as a primary source of income.
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all State and church schools and is compulsory up to the age of 16. Additionally, most of postsecondary institutions, including University and MCAST, are free of charge and those students
following full-time post-secondary courses receive a basic student maintenance grant to
encourage participation in further and higher levels of education. At the tertiary level, students
attending their first full-time degree course at the University are eligible for a student maintenance
grant subject to satisfying eligibility criteria.
A new national curriculum inspires a new vision and strategy in primary and secondary schooling.
Government has embarked on a ten-year multi-million project to build new and upgrade state
schools. In 2001, a vocational college, the Malta College of Arts, Science and Technology
(MCAST), was established resulting in an increase of around 32.4 per cent (until 2004) in student
participation take up of post-secondary vocational courses. Investment in infrastructure and
resources has been undertaken in the tertiary sector to accommodate the increase of 48.4 per
cent between 2000 and 2004 in the university student population.
To enhance the quality of educational experience Government has embarked on a wide-ranging
education reform process. Government has established a National Commission for Higher
Education as an advisory commission for the development and transformation of the postsecondary and tertiary sectors. The Malta Qualifications Council (MQC) has been established to
ensure that formal, informal and non formal qualifications are accredited and certified.
Table 2.13 shows the enrolment data at different levels of the education system over the period
2000 to 2004. It is evident that, whereas enrolment numbers have actually decreased in the
primary level, the secondary, post secondary, tertiary and vocational levels have registered
improvements over the 2000 to 2004. Indeed, primary enrolment levels decreased by 3,197 over
the 2000 to 2004, increases of 2,286, 288, 2,593 and 2,779 have been registered in the
secondary, post-secondary, tertiary and vocational levels respectively. Trends indicate that early,
primary and secondary levels will experience a general decline in pupil/student population in the
future as a result of a declining birth rate. However, the post-secondary and tertiary sectors
should experience an increase in the underlying population of target age cohorts.
At the tertiary level, the participation rate of 19 year olds stood at around 23 per cent in 2005.53
Participation in tertiary level education still needs to be further enhanced and increased in
comparison to European levels.54 The rate of graduates in engineering and sciences related
courses at the tertiary level in the scholastic year 2003-2004 stood at 9.9 per cent. An increase of
31.7 per cent was achieved in the number of graduates in engineering and science related
courses between the 1999-2000 and 2003-2004 scholastic years. Within the sciences field of
study, the number of graduates in ICT has remained constant. At the tertiary level, women are
overall still predominantly present in teaching (73.7 per cent) and health and welfare courses
(63.7 per cent) and are significantly under-represented in engineering (27.7 per cent) and the
sciences (30.0 per cent).

Table 2.13
Enrolment at different levels of education
53
54

Provisional data
Chalmers Report, (2004) State Higher Education Funding
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Level

Primary

Secondary

Postsecondary

Tertiary

Vocational

2000 Total

34,261

27,254

5,191

5,362

4,262

Males

17,605

13,543

2,278

1,961

3,255

Females

16,656

13,711

2,913

3,401

1,007

2001 Total

33,530

27,647

5,122

7,493

4,134

Males

17,315

13,814

2,516

3,392

3,131

Females

16,215

13,833

2,606

4,101

1,003

2002 Total

32,717

28,126

4,973

7,332

4,087

Males

16,946

14,302

2,705

3,159

2,868

Females

15,771

13,824

2,268

4,173

1,219

2003 Total

31,708

28,560

5,169

9,006

4,635

Males

16,454

14,443

2,298

3,888

3,168

Females

15,254

14,117

2,871

5,118

1,467

2004 Total

31,064

29,540

5,479

7,955

7,041

Males

16,084

14,988

2,318

3,515

5,063

Females

14,980

14,552

3,161

4,440

1,978

55

Source: National Statistics Office, Malta in Figures 2004: Education and Culture

On a general level, the Maltese population is bi-lingual and in most cases tri-lingual. Together
with Maltese, Malta has English as its official language. Both languages are taught at school
since the very early stages. Generally, Maltese is the spoken language while English is the
business language. This gives Malta an added edge as English is both the business language
and ICT language on an international level. Moreover, a good section of the population is also
conversant with another foreign language, usually Italian.
Investment in the education sector is being undertaken to overcome a number of challenges. For
example, Malta has a low rate of persons achieving upper secondary education level or more
(53.7 per cent of 20-24 year in 2005), a high rate of early school leavers and low rates of
participation in life-long learning.56 Currently there are few pathways for the flexible development
between vocational and education training (VET) and non-VET streams. It is evident that in the
absence of a clear and formalised framework that promotes and encourages flexible pathways
within and among institutions, students are being seriously disadvantaged and the potential for
flexibility and therefore competitiveness is not being realised. Furthermore, without such a
formalised framework the perceived vocational academic divide is further propagated. The reality
is that industry, business and commerce require human resources with the knowledge skills and
understanding that often emerge from students that have been exposed to blended learning and
have benefited from the experience of flexible pathways within the educational framework.
The domestic labour market is currently experiencing a mismatch in the skills and knowledge
required within a dynamic and evolving economy. Shortages and mismatches are being identified
in a number of key areas such as financial services, pharmaceutical manufacturing, call centre
applications, manufacturing technology, information technology, aviation maintenance and other
innovation driven sectors. To enhance its competitiveness, Malta has no other option but to
55

Including post-secondary vocational courses.
38.9 per cent , however one should note difference in measuring school leaving age: age 16 in Malta and age 18 for
Eurostat calculation purposes.
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address the skills mismatch in a strategic and systematic manner so as to ensure an adequate
supply of appropriate and flexible skills.
In the past few years, Gozo has seen improvements in educational infrastructure and
opportunities for education. MCAST has opened centres in Gozo and the Gozo centre of the
University of Malta has increased and diversified its selection of part-time courses leading to
diploma and degrees at Bachelor’s and Master’s level. Moreover, the Employment and Training
Corporation, the Institute for Tourism Studies57 and the School of Arts and Crafts in Gozo have
been offering various skills enhancing programmes. In 2005, Gozitans with a tertiary qualification
accounted for 6.9 per cent of the national total, which stands very well when one considers the
significant size of the elderly age cohort in Gozo. However, the specialization range of Gozitan
graduates is very narrow, mainly in the Arts and Commerce, with markedly low numbers opting
for studies in science and technology.

Social Inclusion
Socio-economic developments are taking place within the context of an ageing population,
changing family structures, improved living conditions, more tolerance for diversity, the promotion
of gender equality and a diversifying employment sector. As a result of these changes new
demands are placed on the social welfare system as well as the need to devise social inclusion
policies. The process for social inclusion incorporates a different range of beneficiaries who face
difficulties in entering the labour market either because they lack the necessary education and
skills demanded by the jobs on offer or due to the lack of formal support services.
Despite the significant investment in the education sector undertaken, problems of illiteracy and
early school leavers are still matters for concern. The illiteracy rate, standing at 11.2 per cent58, is
based on the whole population including the older age groups who were not provided with
compulsory education at the time. Although statistics of early school leavers indicate that Malta
has a rate of 38.9 per cent (2005) 59, this includes all those students who complete two years of
kindergarten, six years of primary schooling and five years of secondary schooling, that is the
compulsory course of education, yet do not continue to further or higher education. A snapshot of
unemployed young people indicates that out of those registering, 20 per cent did not complete
secondary education, thereby illustrating the disproportionate risk that this category faces with
respect to unemployment. Government is currently piloting a range of initiatives60 within the
education reform as a whole to address these issues.
There were around 2,500 individuals of working age registered with the National Commission for
Persons with Disability in 2003 of which 28.1 per cent were in employment.61 Government
provides support and resources to integrate persons with disability into the labour market through
ETC programmes and funding to NGO’s.62 The education and training system is responding to
the needs of “at-risk groups” through a series of new initiatives aimed at integrating these persons
into the mainstream education system as well as developing targeted facilities for a diverse range
of persons with a disability.
For the past few years, Malta has experienced a sustained influx of asylum seekers and irregular
immigrants. Between 2002 and 2005, there were almost 6,000 asylum seekers and irregular
immigrants, and unlike other industrialised countries, where the number of asylum seekers has
57

A new Institute of Tourism Studies is currently being co-financed under the ERDF of Cohesion Policy 2004-2006.
National Action Plan against Poverty and Social Exclusion 2004-2006, Light Update Report 2005.
59
According to Eurostat methods of measurement. Method of measurement for Malta and Eurostat is different since Malta
school leaving age is 16, whilst Eurostat is 18 years.
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A number of these initiatives are being implemented under the 2004-2006 Single Programming Document
National Commission Persons with Disability, National Disability Survey 2003, http://www.knpd.org/
62
In addition, Government is providing for the adaptation of the accommodation according to such needs to help these
persons live independently and improving accessibility in the community.
61
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fallen by half, Malta faced a gradual increase in asylum applications (17 per cent in 2005).63 This
influx is causing significant logistical problems and a strain on resources. Currently there are a
number of initiatives earmarked to facilitate the integration of asylum seekers in the Maltese
framework.
Although the GDP per capita for Gozo was estimated at LM 3,619 in 2003, the estimate of
households at risk of poverty is somewhat lower than in the larger Island. This indicates the
dependence of the Gozitan population on sources of income that are not directly productive, such
as pensions and money transfers. While this is an indicator of a higher non-market economy, in
the form of more production for home consumption, it could result in greater vulnerability to
economic, social and political change.

Healthy Labour Force
In the light of demographic change and an ageing population described earlier on in this section,
it is essential to increase the number of healthy years of work for members of the workforce64.
The public health care system is an important determinant of a healthy population and as a result
a healthy labour force. A relatively high proportion of the respondents (73%) of the National
Health Interview Survey65 conducted in 2002 stated that they were in good or very good health.
The public health care system is funded through general taxation and provides a comprehensive
basket of health services. The private sector acts as a complementary mechanism for health care
coverage and is funded either from private insurance schemes or through out-of-pocket payments
especially at the primary health level. Public health services are considered to be highly costeffective and provide considerable value for money. It is estimated that around 7.44 per cent of
GDP is spent on health care in the public sector. Total health expenditure (that is, also including
expenditure in the private sector) amounts to 9.3 per cent of GDP and public expenditure in
education, health and social policy exceeds 60 per cent of total public recurrent expenditure.
The demographic changes highlighted earlier, are already having a pressing influence on the
provision of health care services. Increased demand for health services as a result of the ageing
population is already the leading cause of overcrowding of hospital facilities besides waiting lists
for acute services and also for rehabilitation and long-term care.

2.4

Addressing the Lisbon Agenda and Benchmarking
Malta with the EU 25

The NSRF aims to assess Malta’s needs and challenges for Malta’s progress within the
framework of convergence to European Union benchmarks. This is important in terms of
assessing Malta’s position with respect to the main tenets of the Lisbon agenda aimed at
delivering economic growth and more and better jobs. The re-focusing of the Lisbon strategy
around growth and jobs aims to achieve a competitive Europe. The Spring European Council
Conclusions identified areas for priority action namely: investment in knowledge and innovation,
unlocking business potential (especially SMEs), employment and energy policy for Europe. In
addition, the Lisbon Agenda aims at improving the attractiveness of Member States by improving
accessibility and preserving their environmental potential, encouraging innovation,
entrepreneurship and growth of the knowledge economy by research and innovation capacities,
and creating more and better jobs by attracting more people into employment or entrepreneurial
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In 2004, the UNHCR report ranked Malta in the second place for the number of refugees per capita.
Community Strategic Guidelines on Cohesion.
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activity, improving adaptability of workers and enterprises and increasing investment in human
capital.
It is therefore pertinent to benchmark Malta’s performance in key areas related to the
achievement of the Lisbon Agenda with that of the EU25 Member States. This is important since
the previous socio-economic analysis needs to be interlinked with the assessment of Malta’s
performance with the EU25 benchmarks. In a bid to elucidate on Malta’s comparative position visà-vis EU benchmarks, table 2.14 highlights some of these pertaining structural indicators. In this
analysis, the focus is primarily on economic performance, employment and human capital
development, innovation and research and environment.66 In addition, some comparative analysis
is drawn on the state of the infrastructure framework in Malta vis-à-vis the European benchmarks.

2.4.1

Economic Performance

In terms of economic performance, Malta’s real economic growth rate has been lagging behind
the EU-25 average during the period 2001-2004 (in 2004, a rate of 0 per cent compared to 2.3
per cent). However, in 2005, the Maltese economy started to recover, with real GDP advancing
by 2.2 per cent, compared to 1.7 per cent for the EU25 average. The economic performance of
the past few years is reflected in GDP per capita decreasing from 74.6 per cent in 2001 to an
expected rate of 68.5 per cent in 2005. Whereas, Malta’s labour productivity has been registering
a deterioration over recent years, total employment growth has recorded a turnaround in 2005. In
2005, Malta’s average employment growth was higher than the EU25 average. The indicators for
trade integration of goods and services extensively reflect the high degree of openness of Malta’s
economy. In 2005, Malta’s trade integration of goods stood at 54.8 per cent compared to the
EU25 average of 10.1 per cent. In the same year, Malta’s trade integration of services stood at
21.3 per cent when compared to the 3.5 per cent for the EU25. Malta exhibits a strong foreign
direct investment intensity indicator compared to the EU25 average. On the basis of this
comparative performance, Malta acknowledges the need to boost its economic growth
fundamentals, improve productivity and foster international competitiveness in the goods and
services market.

2.4.2

Employment and education

In terms of employment, the disparity between the male and female activity rates in comparison
to the EU trends is quite evident. However, the consistently lower trend for female employment
rates should be seen in terms of the wide socio-cultural factors rather than restricted to an
economic analysis viewpoint. Malta’s employment rate of older workers and adult participation in
education and training are both lower than the average for EU25. Malta’s unemployment rate has
consistently been lower than the EU25 average, partly highlighting the resilience of the economy
in maintaining employment levels despite sluggish economic growth trends. The low female
labour market participation rate partly results from a mixture of socio-economic factors which
seem to strengthen the traditional gender arrangement. Although wage levels are lower than in
the EU15, they are higher than in most of the new Member States. Another area of concern is
the fact that wages may be rising at a faster rate than productivity. Productivity per person
employed (EU25=100), declined from 85.5 in 2001 to an expected rate of 80.4 in 2005. Real unit
labour cost (which compare compensation per employee and productivity) increased substantially
in 2001 and 2003 reflecting growth in compensation per employee and declines in productivity.
During 2002, unit labour costs decelerated as wage pressures eased whilst productivity
improved. In 2004, marginal increases were registered in unit labour costs reflecting lower
productivity levels. Unit labour cost growth in 2005 turned negative as productivity offset growth in
remuneration of employees.
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Malta has an extensive and inclusive education system. Public expenditure on education as a
percentage of GDP compares favourably with the EU25 average (4.84 per cent compared to 5.21
per cent in 2003). The country has a number of incentives for students to remain in education
especially in the vocational and tertiary levels of education. On the other hand, in 2005 Malta had
an early school leaver rate of 41.2 per cent, compared to 15.2 per cent in the EU25.67
Nevertheless, it is noteworthy that this indicator has registered a significant decline in recent
years. Total tertiary graduates in science and technology per 1,000 of the population aged 20 to
29 is around 3 per cent compared to approximately 12 per cent in the EU25. The life-long
learning ratio, measured by the percentage of the population aged 25 to 64 participating in
education and training, is only around half that recorded in the EU25.
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The method of measurement for Malta and Eurostat is different since Malta school leaving age is 16, whilst Eurostat is
18 years.
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2.4.3

Research and Development and Innovation

In the field of research and innovation, Malta’s performance is underpinned by a mixed array of
structural indicators. Malta performs poorly on indicators reflecting patents and the number of
innovative small and medium-sized enterprises and the share of the labour force with scientific
and technological skills. There are only very limited technological transfers and economic
relationships between firms oriented towards export markets and those servicing the local market.
On the one hand, Malta compares unfavourably with the EU average in terms of the low
incidence of science and technology graduates and the significant disparity between the youth
education attainment level in Malta and the EU benchmarks.
Despite its low R&D intensity, Malta has registered a real growth rate of 1.4 per cent in R&D
expenditure over the 2001-2004 period. On the one hand, Malta compares positively against EU
averages in terms of its share of high-tech exports. Among the EU25 Member States, Malta had
the highest share of high-tech exports accounting for 55.9 per cent of its total exports in 2004,
compared to 18.37 per cent for the EU25. In 2002, Malta had the highest investments and the
production value per enterprise in the high-tech manufacturing sector. The country’s labour
productivity in the high tech sector stood at 72,000 Euro per person employed compared to
63,000 for the EU25. In the same year, more than 70 per cent of the Maltese total acquisitions of
machinery and equipment (226 million EUR) were undertaken in high-tech manufacturing.
Reconciling Malta’s low R&D intensity score with the highest share of high-tech exports indicator
might, at first, seem problematic. A number of caveats to Malta’s efforts to support research and
technological development and innovation (RTDi) need to be highlighted. In 2002, Malta’s R&D
financed by the business sector stood at 18.6 per cent, when compared to the EU average of 55
per cent. Considering that industrial activity is the backbone for R&D in every economy and that
the total number of manufacturing enterprises in Malta amounts to 3,792 - of which more than 70
per cent are engaged in low tech manufacturing primarily geared to the domestic market - there is
a prevailing structural constraint for Malta to achieve significant developments in the R&D sector.
Despite Government’s efforts in bolstering RTDi, this private sector structural threshold will
remain a distinct characteristic of the Maltese economy.
Structural data for high-tech exports pertains to a handful of enterprises in the manufacturing
sector, notably foreign affiliates with R&D structures based in their home country and with very
limited local economic linkages. Although, Malta is committed to increase RTDi participation
through training and investment, the fundamental dualistic nature of industrial activity in Malta is
very likely to remain unaltered.
The state of innovation performance in Malta is mainly a result of structural factors, related to the
small size of the economy, which renders it impossible to accumulate the critical mass. Maltese
firms face the challenge of competing with very large firms, they cannot exploit the benefits of
economies of scale, have no path dependencies in industrial technological development and
depend highly on imported technologies, as small size inhibits the development of indigenous
technology. Malta also lacks the critical mass of activity to successfully interface local business
with local research institutions. Participation in international innovation programmes thus
becomes crucial. Overall, Malta’s relative minor expenditure on R&D and low youth education
attainment level highlight the need for further investment in these areas, preferably through
parallel development of local industrial linkages comprising the public sector, private enterprise,
academic institutions and other relevant stakeholders.

2.4.4 Infrastructure
It is important to note that key characteristics of the country’s territorial and physical
infrastructure, such as those related to the environment and the physical infrastructure are quite
unique and not easily compared with EU benchmarks. Although, the territorial and the
infrastructural aspects of the EU smallest and most densely populated Member State cannot be
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compared to other Member State indicators, these factors heavily determine and impact on
Malta’s path towards socio-economic convergence with EU benchmarks. Therefore in the context
of the Malta–EU25 comparative analysis, it is important to briefly highlight these issues.
Some 23.0 per cent of Malta’s territory is urbanized. Urbanization is closely related to increases in
population which is expected to continue increasing until 2030.68 In this context, motor vehicle
ownership has more than doubled since 1986 whereas gross energy consumption increased by
73.0 per cent between 1990 and 2001. Greenhouse gas emissions and transport related GHG
emissions (which account for around 20.0 per cent of the total) increased by 44.0 per cent and
45.0 per cent, respectively between 1990 and early 2000. In 2002, per capita greenhouse gas
emissions exceeded the EU average by 48.9 per cent. This mainly reflects the high car density,
which at 0.65 vehicles per resident also causes constant road erosion, parking, noise and
congestion problems. A typical arterial road on mainland Malta is currently supporting a bidirection movement of 80,000 vehicles daily.
Between 2002 and August 2005, 89 historical sites and areas were protected under the
Development Planning Act. This area covered 167 hectares of fortifications in the Grand Harbour.
Malta’s small island character dictates that a large percentage of its land falls within the coastal
zone. It is estimated that in the 14 years between 1990 and 2004, the developed portion of
Malta’s 1 kilometre coastal buffer area grew by approximately 5.0 per cent. Given the limited
extent of Malta’s coastal area, there is relatively high rate of development change indicating
significant pressure for development, mainly for recreation and tourism purposes. Statistics
indicate that 21 per cent of the coastline no longer retains its natural form, as a result of
displacement of traditional coastal uses (such as fishing) and to user conflicts.
The Maltese landscape may be characterised as a cultural landscape with a combination of
elements that give it a distinct character that is unique in the world and in the EU. Since 1990,
there has been a limited but noticeable improvement in townscapes in terms of architectural
quality and public amenities, with more attention to landscaping, treatment of facades and public
open spaces. However, the domestic landscape is threatened by the increasing built up area,
industrial and coastal development and increasing vehicular access. In this context, constant
efforts aimed at upgrading the physical infrastructure for enterprise support, heritage
conservation, for improving accessibility and services of general economic interest and for TEN-T
developments must be seen as posing challenges for the Maltese landscape.
Waste generation, particularly in the construction and demolition and municipal waste, is still
increasing rapidly. Progress has been achieved in setting up waste management systems, which
are contributing to changing practices and attitudes with regard to waste in industry and
households. Between 1996 and 2004, waste arriving at Malta’s principal waste management
facilities doubled. Construction and demolition waste made up 88.0 per cent of the total in 2004.
Available indicators highlight that Malta is lagging behind with regard to reduction targets of
greenhouse gas emissions. Municipal waste generation is - on a per capita basis - relatively
higher than EU benchmarks. This waste is exclusively land-filled. In terms of solid waste, current
estimates suggest that each household and the average tourist generates approximately 2.2
kilograms and 1.5 kilograms of daily waste. Land-filling of municipal waste per capita is twice the
EU average, while recycling accounts for only 1.0 per cent of the annual total waste generation in
the Maltese Islands.
Electricity and water provision is problematic, since all energy sources have to be imported and
water is very scarce. The energy sector requires massive investment to sustain the growth in
demand created by changing standard of living of citizens and increased economic activity. There
is no generation of electricity from renewable sources, compared to a 13 per cent share of such
electricity in the EU. Furthermore, the market suffers from structural weaknesses, namely the
68
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small size of the island, which places constraints on the location of renewal energy facilities, and
the fact that the domestic electricity system is not connected to other systems. Currently, Malta’s
primary energy requirements are all imported and the inland and aviation market needs are met
by a state-owned enterprise, which also has the monopoly for the importation, storage and
wholesale distribution of oil products.

2.5 SWOT Analysis
After ascertaining Malta’s situation analysis in different sections of the socio-economy and having
dwelt on the relative position vis-à-vis the EU 25 benchmarks, it is pertinent to identify Malta’s
strengths, weakness, opportunities and threats that will be addressed by the NSRF in the
programming period 2007-2013.
Towards this end, in addition to the evidence emerging from the situation analysis of Malta’s
socio-economic context that fed into the SWOT analysis, a consultative exercise through a series
of meetings was held in September 2005 with relevant public and private sector stakeholders.
SWOT meetings were organised along the thematic areas of accessibility; economic
development and competitiveness; employment, education and social inclusion; environment;
and Gozo special needs. Meetings were open for all Line Ministries and public agencies, nongovernmental organizations, social partners and other stakeholders. In addition to these SWOT
meetings, a dedicated e-mail address was created to receive feedback. In the first quarter of
2006, a number of public dialogues were held on the same thematic areas in various locations,
including Gozo.69
Malta’s strengths, weaknesses, opportunities and threats are set out in Tables 2.15, 2.16, 2.17,
2.18. This SWOT analysis highlights a number of crucial realities that affect the strategic direction
of Malta’s socio-economic development for the programming period 2007 – 2013. This feedback
has been utilised to determine the delineation of the strategic objectives of the NSRF process.
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Table 2.15 – Strengths

-

Favourable climatic conditions;
Politically stable, strong social fabric and safe
country;
Strategic location in Mediterranean;
Good and well established governance
system;
Well established market services economic
structure;
Emerging high value added industrial sectors;
Established industrial base with a good
reputation of retaining FDI;
A wealth of cultural heritage;

Well connected airport infrastructure;
Natural strategic seaports;
Established employment and training
infrastructure;
Diversified and accessible educational
system;
Free education for all;
Established civil society/social partner
framework;
Well established social welfare system;
Widespread used of ICT;
Multi-lingual population.

-

Table 2.16 Weaknesses

-

Vulnerability as a small island state;
Insularity and discontinuity of the territory;
Double insularity for Gozo;
Small internal market;
High population density;
Insufficient branding of key economic
sectors;
Perceived narrow tourism offering;
Lack of adequate support structures for
micro-enterprises and SMEs;
Low level of spending in R&D;
Poor road infrastructure;
Port infrastructure conditions;
Environmental sustainability;
Condition of energy infrastructure;
High dependence on non-renewable
energy sources;

-

-

Skill shortages in certain economic
sectors;
Insufficient infrastructure conducive to a
knowledge-based economy;
Lack of flexible pathways between
Vocational and Education Training
streams;
Relatively high levels of early school
leavers;
Insufficient take-up of science-based
studies;
Low female participation rate;
High dependency on public sector
employment;
High level of unskilled labour and illiteracy
levels;
Limited affordable child care and after
school care services;
Overcrowding of hospital facilities;
Increased demand for health services as
a result of ageing population;
Declining birth rate;
Ageing population.
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Table 2.17 Opportunities

-

-

Diversification in the main economic
sectors of high value added economic
activity;
Increased trade integration;
Gozo as a region with distinct
characteristics;
Expansion of growth sectors;
Potential from the valorization of cultural
heritage assets;

-

Increase in research & development
activities;
Increased scope for environmental
interventions;
Facilitating sustainable mobility;
Increased use of renewable energy
sources and energy efficiency;
Improvement of infrastructure and
services of general economic interest;
Regeneration of urban areas (e.g.
historical areas/heritage sites);
Life-long learning and further human
resource development.

Table 2.18 Threats

-

Widening welfare gap;
Over-utilization of finite resources;
Increased vulnerability of economic
sectors due to globalisation pressures;
Risk of losing heritage sites (funds vis-àvis volume);
Climate change;

-

Further environmental degradation and
bio-diversity decline;
Insufficient risk prevention measures;
Environmental fragility;
Fluctuating oil prices;
Storm water flooding;
Unpredictable labour marker shifts;
Difficulty in meeting future labour
demands;
High level of immigration and asylum
seekers.
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2.6 Macro-economic impact of Cohesion Policy 20072013
The NSRF expenditure will not involve a substantial inflow of EU funds in the economy, if account
is taken of the total EU funds granted during the 2004-2006 period (including the budgetary
compensation). In addition, econometric simulations have shown that, reflecting the high degree
of openness in the Maltese economy, the implementation of the NSRF is not likely to result in
inflationary pressures.
The effect of a rise in Government capital expenditure seems to have limited demand side effects
on the rest of the economy. Economic simulation shows that such an increase in the cohesion
transfers of around Lm30 million (€70 million) per annum will increase the growth rate of gross
fixed capital formation in real terms by around 10 percentage points. This will have an impact on
the real growth of imports of goods and services of about 2 percentage points. The impact on the
real growth of private final consumption expenditure will be relatively low at 0.4 percentage
points. As a result, the effect on real GDP will be of an increase of around 0.8 percentage points
in the growth rate. These results reflect the high degree of openness of the Maltese economy as
domestic demand has significant import content. As regards construction activity, although there
is local value added in terms of labour content as well as certain raw materials, the lack of other
resources used in construction (e.g. cement and steel) implies notable leakages in terms of
imports. Thus, higher construction activity will result in increased imports, which in turn will have a
contractionary effect on GDP. Although the net impact will still be positive, the import content
implies a reduced multiplier effect on the domestic economy.
The macroeconomic impact of the NSRF has to be analyzed within the context of the current
state of the Maltese economy. National accounts data suggest that following the relatively low or
negative growth rates registered in recent years, an improvement in economic performance is
becoming increasingly evident. The Maltese economy grew by 2.2 per cent in real terms in 2005
and the data for the first six months of 2006 show that real GDP growth stood at 2.6 per cent. The
latest available forecasts indicate that the Maltese economy is expected to continue to register
positive growth rates of around 3 per cent in 2006, 2007 and 2008.
However, the sectoral composition of growth has to be analysed as well. This is especially
relevant in a small economy like Malta, where developments in one particular sector, or even in a
specific company, will impinge on the overall GDP growth rate. In particular, during the first two
quarters of 2006, growth in gross value added mainly reflected an improvement in export activity
by one large semi-conductor manufacturing firm, as well as, by the pharmaceutical manufacturing
sub-sector, higher profits made by the two major domestic banks together with improvements in
specific emerging service activities. On the other hand, other sectors of the economy recorded
only modest growth whilst the tourism industry (which in the past years accounted for around 20
per cent of total exports of goods and services) and specific traditional manufacturing sectors
recorded declines. As regards the construction industry, an improvement of around 2 per cent
was registered in gross value added, which is significantly below the growth rate of 5.3 per cent in
total gross value added. This indicates that the recovery in GDP growth is not underpinned by
improved levels of economic activity in all sectors of the Maltese economy. Rather specific
sectors are still recording subdued performances whilst other sectors have only registered
relatively modest growth. This indicates that despite the improvement in GDP, specific sectors of
the domestic economy are still operating below potential.
At a microeconomic level, the labour market for the construction industry has a certain amount of
slack and furthermore there is potential for the labour supply for this industry to increase further in
the medium term. In addition, the Budget Speech for 2007 has announced various measures
aimed to improve the incentive to work which should also contribute to increase the labour supply
in the next few years. These measures include amongst others, changes in the national
insurance contribution payable by part-timers and revisions in income tax bands. Furthermore,
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the construction industry has sustained strong investment outlays in recent years, particularly in
equipment, as evidenced by relevant import data. As a result, the ratio of capital to labour is
expected to have increased significantly, indicating that productivity levels in the construction
industry should have improved. Moreover, in recent years, the construction industry has dealt
with significant major projects running in parallel and simultaneously. It is also pertinent to note
that work on the new hospital and projects financed from the Fifth Italian Protocol will be largely
completed by 2007. Thus, it is expected that the construction industry has the capacity to deal
with the NSRF projects without incurring significant inflationary pressures through higher wages
in the sector.
This analysis reveals that the implementation of the NSRF is not expected to result in any major
negative macroeconomic consequences. In particular, the risks of inflationary pressures due to
cohesion transfers are not significant. Hence, the need for a rise in interest rates, with the
consequent possible crowding out of private investment, does not arise. Furthermore, the risk of a
sustained real effective appreciation of the exchange rate (and the consequent loss in
competitiveness) is unlikely given this low risk of inflationary pressures together with the fact that
total capital inflows from EU funds should roughly remain unchanged during the 2007-2013
period when compared to the 2004-2006 period. One also has to highlight that in ERM II, the
Maltese authorities decided to maintain the exchange rate for the lira at the established central
parity rate, thus renouncing the application of the permitted fluctuation bands.

2.7 Summary and conclusions of the situation analysis
Malta exhibits a number of territorial characteristics which impact on its socio-economic
development. These permanent handicaps are manifested in insularity and fragmentation of the
territory, double insularity in the case of part of the territory an extremely high population density.
Size, peripherality, double insularity and population density restrict local market economies.
The analysis of the socio-economic situation in Malta outlines the challenges and achievements
of the economy over the past years. As a small island state with a high degree of openness, the
Maltese economy is also vulnerable to economic developments in the international scene. Being
totally dependent on oil imports for its energy production, higher oil prices have resulted in a
negative impact on real GDP growth and higher inflation. The Maltese economy has also faced a
relatively difficult external environment in recent years. Without adequate support structures,
internationally-exposed sectors continue to be negatively effected by the international
environment and increasing competitive international markets.
Malta’s entrepreneurial fabric is characterised by a prevalence of local small enterprises and
micro enterprises, the latter constituting 94 per cent of all firms, operating alongside a small
number of relatively large foreign-owned export-oriented subsidiaries of multi-nationals. It is now
clear that the Maltese economy can no longer compete on the basis of low costs and the use of
knowledge is key to future competitiveness. Malta’s future as a knowledge-based and innovationdriven economy depends on a number of smart knowledge investments. Malta is seeking to
attract investments in manufacturing, transhipment and servicing industries especially
pharmaceuticals, aviation maintenance, and other growth sectors. Malta’s advantages include a
highly-skilled English-speaking working force, access to markets, a fair business environment,
and good sea and flight connections.
With a contribution of 24.3 per cent of GDP and 29.0 per cent of full-time employment, tourism
plays an important role in Malta’s economic growth, employment creation and foreign exchange
earnings. However, the Maltese tourism industry is currently facing increased international
competition, both from traditional and emerging tourist destinations. The sector is prone to
seasonal slumps. The necessity to shift from a purely economic approach to tourism, to a
sustainable and socio-cultural approach is highly recommended. As part of the diversification
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strategy, Malta must continue to bolster its product and promote the development of niche
markets including cultural tourism. There is a general lack of resources being channeled to the
rehabilitation of Malta’s heritage, some of which is unique in the world. The tourism product
requires a shift up the value chain, which can only be achieved by focusing on a small number of
niche products attractive to the international markets.
Within the context of the limited national physical territory and population density, Malta gives
particular importance to its accessibility issues, notably aspects related to the road network, sea
and air ports infrastructure. Internal accessibility is primarily dependent on road transport.
Investments in roads have been substantial over the past few years, however, a good number of
roads are in dire need of upgrading. The public transport services have also registered a
declining patronage, however Government has started the implementation of a number of
measures to promote modal shift. In terms of external accessibility, the ports of Valletta and
Marsaxlokk and the airport are the main gateways of the country. While the airport is relatively
new and compares well with international standards, the basic infrastructure of the main ports
warrants extensive upgrades and in some cases total reconstruction. The sea ports of Cirkewwa
and Mgarr handle inter-island transportation of passengers and cargo between Malta and Gozo
and therefore constitute a critical service and a socio-economic lifeline for the island of Gozo and
therefore warrant further support.
In terms of e-society and ICT, Malta has shown that it can attain success given the right vision,
leadership, commitment and investment. Government intends to build on the success attained
and to further exploit the country’s abilities in ICT, both to improve Malta’s competitiveness in an
increasingly knowledge-dependent world, as well as establish ICT and e-society as a value
added contributor to the Maltese economy and the quality of life of the citizens.
Malta’s environment is essential for the quality of life and health of its people, as well as being
part of the country’s national identity and contributing to competitiveness in terms of its
implications on the tourism sector. Having strong linkages with economic resources management,
this sector is strategic to Malta’s future development. Coastal waters also have an intrinsic value
in supporting some of Malta’s richest ecosystems thus contributing to a better quality of life.
Marine discharges from public sewers, wastewater discharged from Malta’s power stations, aerial
emissions from the power plants and landfills and storm floods continue to threaten the fragile
environment of the country. Areas that warrant immediate attention include continued investment
in waste management infrastructure, treatment of waste water, the establishment of risk
prevention measures, improvements in air and water (including drinking water) quality and overall
enhanced monitoring capacity.
Malta’s electricity generation is exclusively reliant on non-renewable energy sources (liquid fossil
fuels) and this has been adversely affected by developments in international pricing of petroleum
products. On aggregate, consumption of electrical energy has been increasing steadily as a result
of growth in economic activity and higher standards of living. Investments are required in the
sector, particularly in the distribution network and generation plants in order to ensure sufficient
capacity and improved efficiency in the medium term. In the interest of promoting energy
efficiency measures and renewable energy sources as alternatives to traditional energy,
Government has introduced various measures of support including capital grants for solar
installations (solar thermal water heaters and PV panels) and micro-wind solutions in private
households.
Efficient and prudent use of land and sea is a determining factor in the future economic and social
development of Malta, given the high population density, competing demands from various
sectors, increase in tourism infrastructure, demand for more housing, space requirements for
industry, extensive quarrying, land-intensive waste disposal, shipping and maritime activities and
public transport. Many of the older and more valuable parts of the urban fabric are in a state of
decay. Government is striving to adopt new regimes to launch new regeneration projects. The
projects are related to ongoing regeneration schemes.
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Malta’s socio-economic development is inextricably linked to human resources, which are Malta’s
main natural resource. Government’s priority remains that of encouraging and supporting people
to realise their full potential in order to contribute to Malta’s socio-economic development.
Education plays a central role to improve human capacities. Considerable investments have
taken place in recent years, notably in primary, secondary, tertiary and vocational levels of
education. Notwithstanding, two important educational challenges in Malta relate to early schoolleaving and participation in further education. Also, lifelong learning should aim at becoming a
basic element embedded in the individual’s lifestyle. Within the context of an ageing population
and changing family structures, health and social protection systems also play a central role in
the socio-economic development of the country. In view of implications resulting from an ageing
population, it is essential to increase the number of healthy years of work for members of the
workforce, thus, public healthcare is an important determinant of a healthy population and
consequently a healthy labour force.
A lot of attention and investment have been channelled into the public administration in order to
render a more productive and cost-effective service. In recent years a number of reforms aimed
at modernizing the public sector have been undertaken. These include the delegation of
management powers to line ministries; improvements in financial management; the strengthening
of public administration ethics; investment in information technology and the expansion of inservice training activities for public officers. Social and civil dialogue embodied within MCESD,
shows that the council has been successful in contributing to the drawing-up of important
frameworks; however, further development of social partners and civil society participation that go
beyond the representative councils and extend to enhanced one-to-one consultations between
Government, social partners and civil society, are still required.
Gozo’s regional distinctiveness calls for particular addresses. Gozo’s double insularity impacts
negatively on all sectors of the economy particularly in the areas of movement of persons, goods
and services. This is undermining the quality of life on the island particularly in the areas of
education and training, specialised health care and employment opportunities. The Island is also
characterised by low labour market activity, employment in lower-value added activities, part-time
and seasonal employment, and more dependence on the public sector as a source of
employment, resulting in Gozo’s lower GDP.
The socio-economic analysis of the Maltese islands needs to be interlinked with the assessment
of Malta’s performance with EU25 benchmarks. Malta exhibits a strong foreign direct investment
intensity indicator compared to EU25 average. On the basis of this competitive performance,
Malta acknowledges the need to boost its economic growth fundamentals, improve productivity
and foster international competitiveness in the goods and services market. In the human
resources, education and social context, while public expenditure on education compares
favourably with the EU25 average, the disparity between the male and female activity rates, the
rate of older workers and adult participation in education and training, in comparison to the EU
trends is quite evident. Another sector that does not compare favourably with the EU25 average
is expenditure on R&D. This highlights the need for further investment in the area through parallel
development of local industrial linkages comprising the public sector, private enterprise, academic
institutions and other relevant stakeholders.
Being a small and open economy and operating within an increasingly competitive international
environment implies that the Maltese economy must continue to improve its competitiveness not
only by focusing on cost but also by increasing productivity and shifting to higher value-added
economic activities. Achieving a sustainable fiscal position is fundamental for a stable
macroeconomic framework, capable of fostering economic growth, generate employment
opportunities and sustaining social responsibilities, which are key goals of the Maltese
Government. Over the coming years, economic growth is expected to be moderate. Malta's
economic performance is mainly influenced by the rate of economic growth in Malta’s main
trading partners, as well as developments in the international price of oil. Additionally, domestic
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demand is expected to be somewhat dampened by the unfolding of Government's consolidation
programme, slow growth in personal incomes and the globalisation challenges faced by a number
of sectors. On the other hand, investment expenditure is expected to boost demand and overall
output growth in the short-term. GDP is expected to grow by 2.0 per cent in 2006 and 2.3 per cent
in 2007. Employment growth is expected to decline from 1.0 per cent in 2005 to 0.4 per cent in
2006 but increase to 0.7 per cent in 2007.
As outlined in the Update of the Convergence Programme 2005-200870 Government’s fiscal
consolidation programme is proceeding on track. In fact, the latest published data confirm that the
fiscal target set for 2005 was achieved as the general Government deficit ratio declined further to
3.3 per cent in 2005. Moreover, updated fiscal projections confirm that the general Government
percentage deficit of GDP is expected to decline below the 3.0 per cent of GDP reference value
in 2006 and to continue to fall thereafter. In fact, the general Government deficit ratio is expected
to follow a downward path to 2.6 per cent and 2.2 per cent in 2006 and 2007, respectively. The
gross debt as a percentage of GDP is also expected to decrease gradually from 74.7 per cent in
2005 to around 67.0 per cent in 2006 and 65 per cent in 2007.
The implementation of the strategy and Cohesion Policy transfers are not expected to result in
substantial negative macro-economic impact. In particular, the risks of inflationary pressures due
to cohesion transfers are not considered to be significant. Furthermore, the risk of a sustained
real effective appreciation of the exchange rate (and the consequent loss in competitiveness) is
unlikely given this low risk of inflationary pressures together with the fact that total capital inflows
from EU funds should roughly remain unchanged during the 2007-2013 period, when compared
to the 2004-2006 period.
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Chapter 3 – Evaluation of the Strategy
3.1 Ex-ante evaluation of the NSRF
The ex-ante evaluation focuses on Malta’s NSRF for the period 2007-2013. The aim is to provide
the relevant authorities with a prior judgment and to provide inputs intended to improve
programming quality and assist in optimizing the allocation of budgetary resources.
The terms of reference of the ex-ante evaluation identified three main components:




The need to review the contribution to the Community strategic priorities on cohesion by
considering the economic, social and environmental aspects of the strategy and the
interrelationships between these three dimensions;
The need to review the implementation systems by considering the mechanisms for
ensuring coordination between the Operational Programmes and the Funds and
proposed actions for reinforcing Malta’s administrative efficiency; and
The need to review macro-economic indicators.

The evaluators were asked to focus their analysis on the following questions:



3.1.1

Is the strategy coherent with national and Community policies?
Are appropriate indicators identified for the objectives and can these indicators and their
targets form the basis for future monitoring and evaluation of performance?
Are implementation systems appropriate to deliver the objectives of the programme?

Appraisal of the strategic objectives and the contribution towards the Community
Strategic Guidelines

The evaluation report addresses the manner by which the NSRF contributes to the achievement
of the Lisbon objectives by considering the economic, social and environmental aspects of the
national strategy. It analyzes the overlap with other key policy documents that underpin the
strategic objectives set out within the NSRF, namely those objectives emanating from the
National Reform Programme 2005 and the Pre-Budget Document 2007.
This evaluation looks at the four strategic objectives of the NSRF, focusing on sustaining a
growing and knowledge-based competitive economy, improving the quality of life through
environmental protection and urban regeneration, investing in human capital and addressing
Gozo’s regional distinctiveness.
Overall, the evaluators comment positively and endorse the strategic approach contained in the
NSRF, particularly with respect to the focus on competitiveness and the development of the
knowledge based economy. The report comments positively on the focus of the NSRF on the
need to bolster investment in key sectors such as the environment and infrastructure and the
emphasis to address Gozo’s regional distinctiveness. In particular, the ex-ante evaluation
stresses the need for the Maltese authorities to highlight the importance of RTDi, the promotion of
the tourism sector and the development of the ICT sector in Malta. Similarly, the report highlights
the need to focus on renewable energy sources initiatives and environmental protection. These
two points have been taken on board by the NSRF draft team and the document now contains
specific mention of these important areas of policy intervention.
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3.1.2

Rationale and consistency of the strategy

The evaluation highlights a high degree of consistency between the different objectives of the
NSRF and the Community Strategic Guidelines, as well as the pertinent national policies.
Specifically, the ex-ante evaluation finds that all the main interventions contemplated within the
Community Strategic Guidelines are reflected across the strategic objectives of the NSRF. In
addition, the report finds sufficient evidence that the NSRF has been formulated with the Lisbon
objectives in mind. The report comments positively on the interdependence and interplay
between the objectives of the NSRF and the priorities envisaged in the national priorities.

3.1.3

Expected results and impacts

With regard to the evaluation of the expected results and impacts, the ex ante evaluators found
satisfactory the analysis contained in the document concerning the expected impact of the
Structural Funds on the macroeconomic framework over the 2007-2013 period. The document
has also reviewed the verification of the additionality provided in the NSRF document and the
evaluators were satisfied that this represents an appropriate level of verification. The Report finds
that overall, NSRF core target indicators represent a coherent and consistent set of indicators
which reflect well the overall objectives of the NSRF and these also relate well to the objectives
and impact indicators of the two Operational Programmes. The evaluators have therefore
endorsed the NSRF and commented favourably the core target and impact indicators for their
realistic and appropriate level, with a view to ensuring that Malta achieves greater cohesion with
the Community averages.

3.1.4

Proposed implementation systems

In appraising the implementation procedures for the operational programmes, the evaluators
have made reference to the mid-term evaluation report of the SPD programme for 2004-2006 that
was presented to the Managing Authority and the EU Commission in February 2006. Within the
report, there are a number of recommendations that were made to address current bottlenecks
and improve programme throughput and absorption of funds during the next programming period
covering 2007-2013. The NSRF drafting team has drawn on these recommendations in the
delineation of the proposed implementation systems.
In terms of administrative efficiency, the ex-ante evaluation recognizes that the NSRF makes an
important effort to identify a number of the actions that are intended to increase administrative
efficiency at the Public Service level and more specifically within those key stakeholders that are
involved in the implementation of the Structural Funds. Overall, the evaluation report highlights a
number of recommendations in the implementation system, some of which have already been
taken on board while others are under serious consideration.

3.2 Progress achieved in the implementation of the
2004-2006 Programme and lessons learned
Malta’s NSRF and programming for the 2007-2013 period is based on the experiences gained in
implementing EU funded programmes and projects during the period 2004–2006 and the capacity
of the Maltese administration to implement initiatives and to absorb the available funds.
During the 2004–2006 planning period, the main strategic focus was on strengthening the
competitiveness of the Maltese economy, whilst maintaining a sustainable use of the
environment. Much of Malta’s domestic manufacturing industry, agriculture and fisheries had, in
the past, developed behind protective barriers, which created an artificial scenario of market
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stability and encouraged enterprises and farmers to move into areas of production in which it is
difficult to compete in an open economy. At the same time, due to the pressures on the
environment resulting mainly from the very high population density, environmental fragility and
also the need to comply with EU Acquis in a number of sectors, Malta needed to take action to
ensure the sustainability of its future socio-economic development.
The following three national objectives were identified for the period 2004 – 2006:




to promote an open and competitive economy;
to ensure that the growth in social and economic development is spread equitably across
the Maltese Islands, both socially and geographically; and
to promote a sustainable use of the environment and to assist in the implementation of
EU environmental directives and regulations.

Following an appraisal of the then socio-economic situation and extensive discussions with
stakeholders, the following three main needs emerged:




an urgent need to address the socio-economic infrastructure, in particular the
environment and transport;
a need to support the productive sector in its efforts to restructure and diversify and
compete within the internal market; and
a need to address the issue of human resource development, particularly in the area of
vocational educational training.

Given the lack of experience of the New Member States in matters relating to Structural Funds,71
the Commission’s suggestions to the then accession countries to adopt a realistic and pragmatic
approach to implementing the Structural Funds and the Cohesion Fund, these needs were
translated into the two main priorities of strategic investments and strengthening competitiveness
and developing people.
Based on the central threats emerging from the SWOT analysis compiled in 2002, these two main
priorities were supplemented by the priority focusing on the regional distinctiveness of Gozo.
During the period 2004 – 2006 progress has been made in various areas, through funding from
the Structural Funds and the Cohesion Fund (CF), including:







the partial achievement of objectives on training, life-long learning and improving the
employability of the unemployed (ESF);
aid schemes implemented by Malta Enterprise and the Malta Tourism Authority aimed at
supporting enterprises (ERDF) and schemes implemented by the Ministry for Rural
Affairs and Environment (EAGGF and FIFG);
the continuing implementation of Malta’s waste management strategy in the areas of
infrastructure, training, creation of public awareness, and reduction of emissions from
disused landfills (ERDF, CF and ESF);
ongoing developments with regards to infrastructural projects in the transport, tourism
and environmental sectors, as well as in the creation and upgrading of the physical
business infrastructure (ERDF, CF and FIFG);
addressing Gozo’s special needs in the areas of transport, tourism, and vocational
training (ERDF, CF and ESF);
from the side of the Managing Authority, the setting up of implementation systems and
the gradual strengthening of institutional capacity of horizontal stakeholders.

During the 2004-2006 period Malta also benefited from other EU (and related) funds and
programmes that are relevant to the NSRF. These include the institution building instruments
71

This was more so in the case of Malta since the country was not eligible to PHARE, ISPA and SAPARD.

57

(Pre-accession Funds and Transition Facility), the Community Programmes on a wide number of
sectors (including the environment, education and training, research and development, justice
and home affairs, energy, public health, enterprise), EAGGF (Guarantee) and other instruments
related to Malta’s accession to the EU, such as the European Economic Area (EEA)/Norway
financial mechanisms.72
In preparing the NSRF, Malta has taken stock of what has been achieved and/or will be achieved
in the immediate term under these instruments. Malta’s NSRF aims to build on and consolidate
the objectives and priorities of the strategy as outlined under the Single Programming Document
and the results achieved (or expected to be achieved) under the other instruments whilst setting
new and additional goals and targets, in order to reach the objective that the Government has set
in order to secure a future of excellence for all citizens.
The delivery of EU funds has involved a steep learning curve and has contributed towards
building administrative capacity across programme stakeholders. The adoption of EU processes,
for instance, has helped to develop best practice in project financial management and discipline
(with the imposition of N+2 targets), control procedures, project planning, contract management
and evaluation. The best practice is now being transferred across elements of the public sector
not involved in administering EU funding. In addition, the establishment of performance
indicators, monitoring processes and commissioning of evaluations is helping to build a culture of
evaluation.
In the last quarter of 2005, Government commissioned the mid-term update on the 2004-2006
Single Programming Document. There was no obligation by Community legislation to carry out
this exercise; however, in view of the fact that the implementation system for the 2004-2006
Programme had started to work, and also keeping in mind the setting up of the implementing
provisions for the 2007-2013 period, Government argued that having the insight of independent
experienced evaluators would compensate for the lack of experience on the ground. In view of
the fact the Programme was still in its initial stages of implementation (and therefore no real
impact could be assessed) and that EU Structural Funds are often not fully utilised due to
problems in the implementation system, Government decided to focus the mid-term evaluation on
the efficiency of the Programme. The recommendations of the evaluators would serve to enhance
the current implementation systems for the 2004-2006 Programme and also provide the basis for
the new implementing provisions under the new Cohesion Policy Programmes.
The report was finalised in January 2006 and was presented to the Monitoring Committee in
February 2006. Subsequently, two other dissemination seminars were held with the relevant
stakeholders.
The report made a number of recommendations – some to be taken up
immediately, others for consideration for the 2007-2013 Programmes.
With respect to the recommendations to be implemented with immediate effect, Government did
take on board many of the recommendations proposed, including the holding of a number of
bilateral meetings with final beneficiaries on a regular basis to monitor progress (especially in
view of the fact that 2006 is an N+2 year); the review of the Structural Fund Database (this is
being undertaken not only to facilitate future access but to incorporate additional functions in the
system); take stock of bottlenecks arising from insufficient resources in key organisations and the
need for training of future personnel working on Structural Funds.73 The evaluators also made a
number of recommendations with respect to the procurement process – including amendments to
the Public Contracts Regulations74 - and some of these have already been implemented while
others are being seriously considered – particularly with a view to the programming period 20072013 (given that most 2004-2006 projects have either concluded the procurement process or are
72

Funds under the EEA/Norway Financial Mechanisms are provided by the donors, namely Norway, Iceland and
Liechtenstein.
73
A number of calls for applications were launched in 2006 and key organisations.
74
One should note that although the public procurement regulations are part of the Maltese national legislation, the
regulations are based on Community Directives and therefore the room for flexibility is limited.
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expected to do so by end of year). The recommendation with respect to indicators is a constant
process and will also be taken into account when designing projects for the 2007-2013
programmes.
The Government has immediately acted on the issue of administrative capacity and the key
horizontal stakeholders have either finalised the process of boosting their resources or are in the
process of concluding it. The main stakeholders, namely the Managing Authority, the Paying
Authority75, the Department of Contracts and the Treasury have seen their human resources
strengthened in the course of 2006.76 Such actions are expected to ease some of the bottlenecks
referred to in the report, especially where procurement and payments are concerned. In addition,
Government is currently processing a service wide call for applications to ensure that once the
load of the different organisations is better defined, resources are deployed where and when they
are deemed to be required without undue delays.77 Government has also taken on board the
recommendation to strengthen the middle management layer of the Managing Authority.78 In the
area of capacity building, the Managing Authority has launched a tender for the drafting of a
comprehensive skills development programme.
The Mid-term Update also made a number of recommendations with regard to the 2007-2013
Programme. A number of these recommendations, including the enhancement of the Structural
Fund Database and the issue of training have already been taken on board. With regard to the
latter, the Managing Authority has commissioned a five year training strategy with annual action
plans for all stakeholders involved in the implementation of structural funds. Government realises
the importance of having sets of trained teams of available resources and also of having a
structured way in which newcomers to the systems can be trained so that they can start
delivering in an efficient manner without undue delays. The strategy is currently being drafted and
is expected to be finalised by end of 2006. With regard to a number of recommendations on
internal monitoring of the projects, the Managing Authority is currently considering the
recommendations made by the evaluators.
Apart from implementing the recommendations of the Mid-term Update, Government, as a result
of the lessons learned by the different stakeholders during the implementation of the Programme,
affected certain changes both at the strategic level of programming and also at the middle79 and
micro level of project management. A case in point is the ring-fencing of a territorial axis. While
Government remains committed to ensuring that a minimum of 10 per cent is allocated to Gozo,
Gozo measures and actions will be mainstreamed in the sectoral priority axes of the Programmes
in order to ensure maximum flexibility both in the case of unspent funds and also in the case of
need for more funds for a specific action. At the middle layer of implementation, Government has
set up and designated the Programme Implementation Directorates within line Ministries as the
responsible Directorates for co-ordination at Ministry level. Previously, this responsibility fell under
the EU Affairs Directorate. However, with the volume of work at EU level (in terms of coordinating Malta’s position vis-à-vis EU policies) increasing on a daily basis, Government has
designated the new Directorates Programme Implementation to deal with the task of coordination of Structural Fund co-financed projects at Ministry level. At the micro level,
Government has realised the importance of good project management and will dedicate funds to
ensure that sufficient resources are available to manage the project and also, that the larger
projects include professional project management within the project.
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Certifying Authority for the period 2007-2013.
The designated Audit Authority will conclude its process in early 2007.
Results of the call are expected to be out by end November 2006.
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A call for applications was launched in September 2006 for senior managers within the Managing Authority.
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At the line Ministry level.
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Chapter 4 – Strategic Direction for Malta 2007-2013
4.1 Introduction and context
This Chapter describes the context and strategic direction of the NSRF. The Chapter consists of
an overview of the NSRF and the listing of the strategic objectives contained in this strategic
framework for the programming period 2007-2013.
The situation analysis presented in Chapter 2 points to a number of conclusions which are
important for the socio-economic development of Malta over the 2007-2013. These conclusions
point to the need to sustain Malta’s competitiveness and economic growth prospects; the need to
further invest in the physical infrastructure of the country, especially in terms of energy,
environment and transport; and the need to promote further human resource development and
raise employment levels. The conclusions of the socio-economic overview, the SWOT analysis,
the benchmarking of Malta vis-à-vis the EU 25, and also the lessons learned from the 2004-2006
Cohesion Policy implementation point to the principal needs and challenges Malta faces in its
quest to converge with the rest of the European Union over the 2007-2013 period. In view of the
country’s vision to promote a competitive, high value adding economy and to achieve sustainable
socio-economic development earmarked for a better quality of life, Malta’s needs and challenges
can be summarized in five main categories as follows;
I. the need to improve Malta’s international competitiveness in its key economic sectors
(the promotion of indigenous investment and the attraction and consolidation of foreign
direct investment, the diversification of tourism industry market segments, as well as the
development of the knowledge-intensive economic activity in existing and new economic
sectors);
II. the urgent need to address existing deficiencies in Malta's physical infrastructure
particularly those related to the environment, energy, transport and ICT;
III. the need to ensure quality education and training for all and provide a knowledge and
skill development environment which targets the responsive identification of future labour
market requirements,
IV. the need to raise the employment rate through better labour market adaptability;
V. the need to address Gozo’s regional distinctiveness, bolster economic activity and
address the negative impact of the island's double insularity on its socio-economic
development.

4.2 NSRF Strategic Objectives
Taking stock of the achievements registered in the 2004-2006 programming period and, in
relation to the need to meet the socio-economic challenges faced by the country, Malta’s strategic
objectives for the period 2007 – 2013 are underpinned and based on present and future policies
of public investment undertaken by the Government of Malta and co-financed by the national
budget and European funds. The NSRF has four Strategic Objectives. These are the following:




Sustaining a growing, knowledge-based, competitive economy;
Improving Malta’s attractiveness and the quality of life;
Investing in human capital and
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Addressing Gozo’s regional distinctiveness.

Figure 4.1 illustrates the four strategic objectives.
Figure 4.1

NSRF Strategic Objectives 2007-2013
Supporting enterprise

Strategic Objective 1:
Sustaining a growing, knowledgebased, competitive economy

Mobilizing investment in RTDi
Sustaining the tourism industry and
promoting culture
Improving and expanding the transport
infrastructure
Environment and risk prevention

Strategic Objective 2:
Improving Malta's attractiveness
and the quality of life

Energy
Urban regeneration
E-Society
Health
Education and employment

Strategic Objective 3:
Investing in human capital

Social Inclusion
Institution building
Enterprise Promotion

Strategic Objective 4:
Addressing Gozo's regional
distinctiveness

Accessibility and inter-island transport
Human capital and skills

The Strategic Objective of sustaining a growing and knowledge-based, competitive economy
consists of efforts to support enterprise and mobilize investment in RTDi and initiatives put
forward to sustain the tourism industry and promote culture. These efforts are intended to sustain
Malta’s economic growth prospects and achieve competitiveness in the medium and the longer
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term. It is strongly believed that economic competitiveness and growth potential are determined
by the development of knowledge-based economic fundamentals, particularly through the
promotion of RTDi and the upgrading of business support services.
The Strategic Objective of improving Malta’s attractiveness and the quality of life is
underpinned by efforts to improve and expand the transport infrastructure, undertake investment
to achieve a sustainable environment, invest in risk prevention, invest in services of general
economic interest, promote energy efficiency and the diffusion of renewable energy sources
(RES), as well as improve accessibility measures, undertake urban regeneration, and support
investment in health care and social infrastructure. These efforts are inextricably linked to the
country’s needs and requirements to make Malta an attractive location for foreign and indigenous
investment as well as improving the quality of life of its citizens.
The Strategic Objective of investing in human capital focuses on education and employment
sector, including social inclusion and institution building. The objective is to provide quality
education for all, leading towards the fostering of a knowledge based culture to improve the
country’s competitive edge. This will be fostered primarily through improvements in education
and skills levels of the labour supply; raising the employment rate, particularly for women; and
increasing the participation rate in higher education. This objective will also introduce the social
dimension of the economic reality with interventions in social inclusion. Moreover, this objective
also foresees measures aimed at strengthening the country’s institutional and administrative
capacity.
Three fundamental factors, namely small size, vulnerability and peripherality make Gozo more
susceptible than the Island of Malta to adverse economic events which are outside the control of
national policy formulation, including lower rate of economic growth and lower consumption per
capita. The Strategic Objective of addressing Gozo’s regional distinctiveness focuses on
promoting enterprise and the development of key economic sectors in the sister island,
addressing the key accessibility issues pertaining to transport infrastructure, as well as, protecting
the environment and developing human capital and skills.

4.3 Overall Consistency of the NSRF
4.3.1

Community Strategic Guidelines

Malta’s NSRF aims to benchmark the country’s socio-economic development in the light of the
Community Strategic Guidelines on Cohesion for the period 2007 – 2013. The Community
Strategic Guidelines urge Member States to concentrate the limited resources available to
Cohesion Policy on promoting sustainable growth, competitiveness and employment as set out in
the renewed Lisbon agenda. To promote a sustainable development path and strengthen
competitiveness in the knowledge-based economy, it is essential to ensure availability of basic
infrastructures, to increase investments in human capital, and to promote research and
innovation, including access and strategic use of information and communication technologies. In
addition, the success of Cohesion Policy depends, to a large extent, on a range of conditions,
which favour investment such as macro-economic stability, effective implementation of the Single
Market, structural and administrative reforms, good governance, a business-friendly climate, and
the availability of a highly skilled workforce.
In the light of the renewed Lisbon strategy for growth and jobs, programmes co-financed through
the Cohesion Policy should seek to target resources on the following three guidelines for the
period 2007 – 2013:
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Making Europe and its regions more attractive places to invest and work:

One of the preconditions for growth and jobs is to ensure that the necessary infrastructure (e.g.
transport, environment, energy) is available to businesses. A modern and secure infrastructure is
an important factor in the performance of many enterprises, affecting the economic and social
attractiveness of regions and cities.
NSRF Strategic Objective 2 Improving Malta’s attractiveness and the quality of life will contribute
to the achievement of the aims of this guideline through strategic investments covering the
expansion and improvement of the transport infrastructure (including TEN-T); environmental
infrastructure with focus on water quality including waste water, solid waste management,
rehabilitation of the physical environment and risk prevention; and investments in the energy
sector including the development of the existing energy networks, improvement of energy
efficiency and development of renewable energy sources.


Improving knowledge and innovation for growth:

Malta recognizes that an increase in national focus on R&I is critical to sustaining high value
added industry to promote further economic growth. NSRF Strategic Objective 1 Sustaining a
growing, knowledge-based, competitive economy will contribute to the achievement of the aims of
the guideline through support to enterprises in general, the promotion of ICT and RTDi activities
in enterprises; measures aimed at fostering entrepreneurship; investment in R&D infrastructure;
the upgrading of business support services; assistance for the introduction by businesses of
environmental management systems and the promotion of start-ups.
NSRF Strategic Objective 2 Improving Malta’s attractiveness and the quality of life will contribute
to the achievement of the aims of the guideline through the further development of the e-society;
and investment in ICT services in education. NSRF Strategic Objective 3 Investing in human
capital will also contribute through the strengthening of the country’s R&D capacity and the
development of human resources in areas with significant growth potential, including ICT.


More and better jobs:

Given that Malta’s only resources are its people, Malta attaches great importance to the
enhancement and development of its human capital. The Employment Guidelines highlight three
priorities for action at the Member State level, namely to attract and retain more people in
employment and modernize social protection systems; improve adaptability of workers and
enterprises and the flexibility of labour markets; and increase investment in human capital
through better education and skills.
NSRF Strategic Objective 3 is the main contributor to the achievement of the aims of the
guidelines. NSRF Strategic Objective 3 Investing in human capital foresees the implementation
of employment policies; measures to promote a life cycle approach to work and ensuring
inclusive labour markets; actions aimed at adapting education and training systems in response
to new competence requirements and reducing labour market mismatches; and strengthening
administrative capacity. NSRF Strategic Objective 2 Improving Malta’s attractiveness and the
quality of life will support investments in education and training infrastructure, including health.
NSRF Strategic Objective 1 Sustaining a growing, knowledge-based, competitive economy will
also support more and better jobs since it aims to contribute to the increase of more high-value
added employment.
Malta also has a territorial dimension to its NSRF. Malta believes that the NSRF should also help
to develop sustainable communities and prevent the uneven development across the territory.
NSRF Strategic Objective 4 Addressing Gozo’s regional distinctiveness aims to contribute to this
objective.
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4.3.2

National Reform Programme

The National Reform Programme addresses Malta’s response to the EU Lisbon Agenda in a bid
to boost competitiveness in the medium term. The Lisbon Agenda was launched in March 2000
with the aim for Europe to become, by 2010: “the most dynamic and competitive knowledgebased economy in the world capable of sustainable economic growth with more and better jobs
and greater social cohesion, and respect for the environment”. The National Reform Programme
(NRP) with a governance structure based on a three-year cycle, commenced in 200580, aims to
set out a comprehensive strategy to deliver growth and jobs in line with the refocus of the Lisbon
Agenda agreed to in the Spring European Council. Several political, economic, social,
technological and environmental factors affect Malta’s economic growth and international
competitiveness and hence, the island’s employment growth potential. Malta has chosen five
strategic themes, which form the pillars of its NRP. These are: the sustainability of public
finances; competitiveness; employment; education and training; and the environment. All NSRF
strategic priorities will contribute to the attainment of the objectives identified in the NRP.
From the NSRF strategic objective point of view, a competitive, knowledge-based economy is
based on the realization of public finance sustainability, strengthening enterprise, employment
generation, and further investment in education and training. This reflects the consistency and
coherence between NSRF Strategic Objective 1, Sustaining a growing, knowledge based,
competitive economy and NSRF Strategic Objective 3, Investing in human capital, with four
strategic themes of Malta’s National Reform Programme. NSRF Strategic Objective 2, Improving
Malta’s attractiveness and the quality of life, is inextricably linked to the NRP priorities of public
finance sustainability – in terms of securing public expenditure and income in tune with a
competitive and growing economy, education and training, competitiveness, further employment
opportunities and the protection of the environment. The strategic objective of addressing Gozo’s
regional distinctiveness is related to the attainment of all priorities under the NRP, in terms of
economic competitiveness of those economic sectors most prevalent in the Gozitan economy,
human capital development which is very paramount for an economy and a society which is
constrained by double insularity issues and sustainable environment development.

4.3.3

Earmarking

To demonstrate the synergy and consistency with the Community Strategic Guidelines and with
the renewed Lisbon Strategy, Malta is presenting the actions which should be considered as
Malta’s effort towards the attainment of the Lisbon objectives and the exercise of earmarking. It
should be noted that in line with the Conclusions of the European Council of December 2005,
Malta is not bound by the targets of earmarking. Malta has always maintained that given its
territorial constraints and the nature of its socio-economic situation, it would not be realistic to
achieve the targets set out under article 9 (3) of EC Regulation 1083/2006. However, Malta has
always been committed to making an effort vis-à-vis the current situation under the 2004-2006
Programme towards earmarking categories of intervention. This effort is clearly demonstrated
given that Malta is more than doubling its efforts towards the earmarking process. Table 4.1
below presents Malta’s indicative allocations to the categories of earmarking.
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Update on progress submitted to EC in October 2006
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Table 4.1

Code

Subtotal
01

02

03

04

05

06

07

Priority themes

Research and technological development (R&TD), innovation and entrepreneurship
OP1
6

R&TD infrastructure (including physical
plant, instrumentation and high-speed
computer networks linking research
centres) and centres of competence in a
specific technology
Technology transfer and improvement of
cooperation networks between small
businesses (SMEs), between these and
other businesses and universities, postsecondary education establishments of
all kinds, regional authorities, research
centres and scientific and technological
poles (scientifc and technological parks,
technopoles,etc)
Assistance to R&TD, particularly in
SMEs (including access to R&TD
services in research centres)
Advanced support services for firms and
group of firms
Assistance to SMEs for the promotion of
environmentally-friendly products and
production processes (introduction of
effective environment managing system,
adoption and use of pollution prevention
technologies, integration of clean
technologies into firm production)
Investment in firms directly linked to
research and innovation (innovative
technolgies, establishment of new firms
by universities, existing R&TD centres
and firms, etc.)
Other investment in firms

09

Other measures to stimulate research
and innovation and entrepreneurship in
SMEs

13
15
Subtotal

Share of category
within total Community
allocations to
Convergence objective
(%)

70

8.2

6

0.7

R&TD activities in research centres

O8

Subtotal

Contributing
OPs

Total
Community
amount
programmed
to the
category
(EUR)

Community
amount
programmed to
the category by
OP (EUR)

OP1

22.5

22.5

2.6

OP1

2.5

2.5

0.29

OP1

6.5

6.5

0.77

OP1

11.5

11.5

1.36

OP1

6

6

0.7

OP1

2.5

2.5

0.3

OP1

8

8

0.95

OP1

4.5

4.5

0.53

Information society
Services and applications for the citizen OP1
(e-health, e-government, e-learning, einclusion, etc)
Other measures for improving access to OP1
and efficient use of ICT by SMEs
Transport

21

Motorways (TEN-T)

26

Multimodal transport (TEN-T)

28

Intelligent transport systems

27

3.25

25

25

3

2

2

0.25

149.5

17.86

OP1

97

97

11.6

OP1

3

3

0.35

OP1

3.5

3.5

0.41

65

OP1
30

39

Renewable energy: wind

40

Renewable energy solar

41

Renewable energy: biomass

Subtotal
52
Subtotal

62

63

64

Subtotal
65

66

67

68

69

70

71

Subtotal
72

46

5.5

18.2

2..14

OP1

4

4

0.47

OP1

4

4

0.47

OP1

1.7

1.7

0.2

8.5

8.5

1

4

0.5

Energy

Subtotal

43

46

Ports (TEN-T)

Energy efficiency, co-generation, energy OP1
management
Environmental protection and risk prevention
Promotion of clean urban transport

OP1

4

Increasing the adaptability of workers and firms, enterprises and entrepreneurs
Development of life-long learning
systems and strategies in firms; training
OP2
and services for employees to step up
their adaptability to change; promoting
entrepreneurship and innovation
Design and dissemination of innovative
OP2
and more productive ways of organising
work
Development of specific services for
employment, training and support in
connection with restructuring of sectors
OP2
and firms, and development of systems
for anticipating economic changes and
future requirements in terms of jobs and
skills.
Improving access to employment and sustainability
Modernisation and strenghtening labour
market institutions

OP2

Implementing active and preventive
measures on the labour market

OP2

Measures encouraging active ageing
and prolonging working lives

OP2

Support for self-employment
business start-up

OP2

and

Measures to improve access to
employment and increase sustainable
participation and progress of women in
employment to reduce gender-based
segregation in the labour market, and to
reconcile work and private life, such as
facilitating access to childcare and care
for dependent persons
Specific action to increase migrants’
particpation in employment and thereby
strenghten their social integration
Pathways to integration and re-entry into
employment for disadvantaged people;
combating discrimination in accessing
and progressing in the labour market
and promoting acceptance of diversity at
the workplace
Improving human capital
Design, introduction and implementation
of reforms in education and training

4

0.5

19

2.25

14

14

1.4

1.4

3.6

3.6

35
3

3

1

1

1.5

1.5

2

2

8

8

1.66

0.16

0.43

4.2

0.35

0.12

0.18

0.24

OP2
0.95

OP2

OP2

0.5

0.5

19

19

38.5

0.06

2.3

4.6

OP2
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systems in order to develop
employability, improving the labour
market relevance of initial and
vocational education and training,
updating skills of training personnel with
a view to innovation and a knowledge
based economy
Measures to increase particpation in
education and training throughout the
life-cycle, including through action to
achieve a reduction in early school OP2
73
leaving, gender-based segregation of
subjects and increased access to and
quality of initial vocational and tertiary
education and training
Developing human potential in the field
of research and innovation, in particular
through post-graduate studies and OP2
74
training of researchers, and networking
activities between universities, research
centres and businesses
Total Community financial allocation to earmarked categories
Total Community financial allocation to Convergence objective

4.3.4

18.5

18.5
2.2

1.5
13

13

7

7

0.9

361,200,000

43

840,123,051

100

National Strategies

Malta’s NSRF must be viewed in the context and in linkage with other pertaining national and
sectoral strategy documents. Indeed the NSRF is one of a number of key Government strategic
documents which aim to shape Malta’s socio-economic development process over the medium to
the longer term. It is therefore imperative to examine the context and linkages of Cohesion Policy
instruments for the period 2007-2013 with the other strategic objectives of the country.
Apart from the NSRF, there are other main strategic documents of importance to Malta. These
are the Pre-Budget Document 2006-2010 ‘A Better Quality of Life’ published in 2005, the PreBudget Document 2007 ‘Securing Our Future’ published in 2006, Malta’s National Reform
Programme published in 2005, the ‘Draft Sustainable Development Strategy for the Maltese
Islands’ 2006-201381, ‘Rural Development Strategy Plan’ 2007-2013 and the ‘National Strategic
Plan’ (for Fisheries) 2007-2013.
The Pre-Budget documents delineate Malta’s Vision for development for the period 2006-2010,
namely that of achieving a dynamic, high value added economy founded on the principles of
competence, skills and excellence capable of sustaining a high standard of living for citizens.
The documents represent Government’s key strategic documents linked to the Budgets for 2006
and 2007, respectively. The time period spanned by these documents represent a move towards
inter-generational budgeting. The Pre-Budget documents are underpinned by a number of
sectoral strategies for a number of areas such as industry, R&I, tourism, transport, energy,
renewable energy sources and ICT.82
The Pre-Budget Document ‘A Better Quality of Life’ 2006-2010 focuses on a number of budgetary
thrusts in support for a Vision of Excellence, particularly the economy, education, and an
improved environment and infrastructure. The Government recognizes that the old formulae for
economic development in Malta, valid as they were in their day, are losing their relevance and will
become obsolete tomorrow. As a nation, Malta must adapt to new economic realities and must
improve economic productivity to hold its own in a changing world economy. This is necessary in
order to maintain and improve upon the current standard of living.
81
82

National Commission for Sustainable Development, August 2006
Some of these strategies are still in draft form.
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The Pre-Budget 2006 document argues that competitiveness is vital for the economy to expand
and to grow. The more competitive Malta is, the easier and less painful it is to adapt to changing
international economic conditions. Maximising competitiveness should not translate into an
inward looking exercise of wage and salary cutting in an effort to reduce labour costs. It should
rather reach outwards by increasing output and shifting to higher value added sectors. The
upgrading of the environment and infrastructure is the third pillar of the Pre-Budget 2006 and in
this area, Government aims to undertake measures which will ensure an improved quality of life
through sustainable development and the regeneration of heritage. With regard to employment
education, the Pre-Budget 2006 builds upon the objectives set out in the National Action Plan for
Employment; ensure quality education for all; and increase the participation rate in higher
education.
This is very much in line with the NSRF objective (Strategic Objective 1 of the NSRF, Sustaining
a growing, knowledge-based, competitive economy), in that it aims to mobilise investment both
within the current industrial base and also attract new investments; reinforce an entrepreneurial
culture; boost R&I; and upgrade business support services. NSRF Strategic Objective 2,
Improving Malta’s attractiveness and the quality of life, foresees investments in environment and
other infrastructure in areas related to competitiveness such as transport and information society.
NSRF Strategic Objective 3 Investing in human capital will contribute to ensuring flexible labour
markets, improve the skills of the labour force and invest in the education and training sectors.
The Pre-Budget Document 2007 ‘Securing our Future’, seeks to open up for debate a number of
specific themes within last year’s set three pillars, namely the development of Gozo, sustaining
industry and tourism, sustaining growth through research and innovation and ensuring a
sustainable future. The document places Gozo at the heart of Government’s priorities. Three
fundamental factors, namely small size, double insularity and peripherality are rendering Gozo
more vulnerable than Malta to adverse economic events. The policy in the document presents
Government’s framework for the way forward for the Island. The cornerstones of this framework
are the distinctiveness of Gozo, economic efficiency, and education underpinned by sound
regional governance with the Ministry for Gozo in the role of key regional co-ordinator. NSRF
Strategic Objective 4 Addressing Gozo’s regional distinctiveness will intervene at the level of
enterprise support and promotion, accessibility and the development of human capital and skills.
The 2007 Document also lays out Government’s vision for industry. The strategic principles
supporting the vision include the inculcating the entrepreneurial ethos into the collective Maltese
mentality; the positioning of Government as a partner to industry; and the strengthening of Malta’s
comparative advantages. The vision builds on two levels, namely the reinforcement of the
existing industrial base to orientate it towards quality high value-added products and the
channeling of new investment in growth sectors. Tourism is identified as an industry that has the
potential to give Malta sustained economic growth and good employment opportunities.
A
substantial increase in focus on research and development and innovation is identified as the
means to sustain and promote further economic growth (Strategic Objective 1 of the NSRF,
Sustaining a growing, knowledge-based, competitive economy supports Government’s vision for
industry).
The Pre-Budget priority of sustainable development proposes that practices pertaining to
sustainable development should be embedded in every policy formulated by Government and not
just those relating to the environment. A number of critical areas are identified, namely air quality,
water, waste and waste water, land use, transport and energy which are also priority areas for
NSRF Strategic Objective 2, Improving Malta’s attractiveness and the quality of life.
The link between the Pre-Budget Documents (2006 and 2007) and the NSRF Strategic
Objectives is a straightforward one. The three main pillars of economic competitiveness,
environment and education are underpinned by the strategic priorities at the NSRF level. The
goals of economic competitiveness will be achieved through sustaining a knowledge-based
economy (NSRF Strategic Objective 1). The goal of safeguarding the physical and natural
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environment will be addressed primarily though Strategic Objective 2 Improving Malta’s
attractiveness and the quality of life. Providing quality life-long education for all leading towards
the maximum fulfillment of the potential of every person and the fostering of a knowledge based
culture will be achieved through two NSRF Strategic Objectives, namely Strategic Objective 1 of
the NSRF, Sustaining a growing, knowledge-based, competitive economy and more pronounced
though NSRF Strategic Objective 3 Investing in human capital. Measures to address Gozo’s
regional distinctiveness (NSRF Strategic Priority 4) represent a horizontal priority linked to all
objectives of the Pre-Budget Vision.
The Sustainable Development Strategy for the Maltese Islands, entitled ‘A Sustainable
Development Strategy for the Maltese Islands – 2007-2016,’ has the aim of building upon and
harmonizing the various sectoral, economic, social and environmental strategies and action plans
that are operating in the country. This ensures socially responsible economic development, while
protecting the resource base and the environment for the benefit of future generations. The
strategy is characterised by 20 priority areas divided over three vertical themes and a set of
targets for implementing and ensuring sustainability. The three central aims of the strategy are
the effective protection of the environment and prudent use of natural resources, promoting
sustainable economic development and fostering sustainable communities.
Since Sustainable Development (SD) is a cross-cutting theme of the NSRF, the three pillars of
the SD strategy are inextricably linked to the NSRF strategic objectives. The synergy is
underpinned by the common aim of generating economic growth as well as providing adequate
infrastructure leading to a better quality of life for the Maltese citizens in a long-term perspective.
More specifically, the challenges contained in the Draft SD Strategy will be addressed through
NSRF interventions earmarked to focus on a number of important areas pertaining to the
promotion of SD. These include efforts to promote sustainable economic development through
support to enterprise and mobilization of investment in research, technological development and
innovation (RTDi), as well as, through initiatives put forward to sustain the tourism industry and
promote culture. The NSRF also dovetails with the SD strategy, in that, it envisages interventions
to improve the quality of life of Maltese citizens. This will be achieved through actions aimed to
improve the transport infrastructure, undertake investment to achieve environmental
sustainability, invest in risk prevention, promote energy efficiency and diffusion of RES, as well
as, improve accessibility measures, undertake urban regeneration and undertake investment in
health care. The NSRF is also responsive to the actions proposed in the SD objective of fostering
sustainable communities through interventions focusing on education and employment, with
mention of social inclusion and institution-building aspects.
The National Rural Development Strategy (2007-2013) and the National Strategic Plan for
Fisheries (2007-2013) are an integral part of Malta’s national strategic reference vision. These
sectoral strategies are based on an intensive dialogue process with stakeholders and an
extensive assessment of the needs and challenges of the rural and fisheries sectors. These
strategies provide the main objectives and basic strategy for the both the agricultural/rural
development and fisheries sectors, outlining the strategic priorities for convergence with the rest
of European Union over the 2007-2013 period.83
In terms of the Rural Development Strategy, Government’s policy is to create a balance between
urban development and the open spaces through the conservation of bio-diversity. Malta’s Rural
Development Strategy is underpinned by four priorities which focus on the need to improve the
competitiveness of the agricultural and forestry sectors; safeguarding the environment and
countryside; improving the quality of life in rural areas and encouraging diversification; and
building local capacity for employment and diversification. Malta aims to improve the
competitiveness of the agricultural sector by focusing on the priorities of knowledge transfer, the
modernisation of holdings and adding value to agricultural products with respect to quality and
competitiveness. These efforts are earmarked to lead to a more differentiated, higher quality
83

The Rural Strategy draws extensively and builds on the current Rural Development Plan for Malta (2004-2006).
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production and services to domestic consumers and foreign tourists and thus make farming a
viable and more attractive career choice. The Strategy also aims to improve the environment and
the countryside through the encouragement of retention of agricultural activity, particularly for less
favoured areas, and environmentally friendly production methods in line with rural heritage; and
Improving the quality of life in rural areas through the conservation and valorisation of rural,
natural and cultural heritage enhancing the multifunctional role of rural areas .
The linkage between the NSRF Strategic Objectives and the Rural Development Strategy is
highlighted on three main focus areas; the issue of competitiveness of the agri-business sector,
sustainable environmental development and the enhancement of the quality of life. Under the
Rural Development Strategy, the importance of competitive business activity in the agriculture
sector will be actively pursued. Similarly, the importance of the physical, natural and cultural
environment on both economic performance and the quality of life enjoyed by the Maltese
population is underlined through the specific objectives highlighted under the Rural Development
Strategy. As a result, NSRF Strategic Objective 1 sustaining a growing knowledge-based
competitive economy and NSRF Strategic Objective 2 improving Malta’s attractiveness and the
quality of life are consistent with the Rural Development Strategy. NSRF objective 3 Investing in
human capital will contribute to the upgrading of human resources in the sector, particularly at the
vocational level in order to make the sector a more viable career choice.
Malta’s National Strategic Plan for Fisheries (2007-2013) enlists several objectives and priorities
for the sustainable development of the Maltese fisheries sector. These objectives include the
development of the fleet, the promotion of the aquaculture sector and the development of the
processing and marketing sectors, the development of fisheries’ infrastructure, the development of
the human resources in the fisheries sector and the sustainable development of fisheries areas.
With regard to increasing competitiveness in the sector, the Strategy envisages the increase in
investment in processing and packing facilities for the fisheries and aquaculture products and in
marketing and promotional campaigns. Linked to the enhancement of competitiveness in the
fisheries sector is the objective to further develop human resources capabilities, improve the
structure, organisation and working environment and the upgrading of skills. From the physical
infrastructural perspective, the Strategy has the objective of consolidating and improving the
current infrastructure servicing the fisheries and aquaculture industry through the construction of
amenities at designated ports and the relocation of fish markets. Linked to this, is the objective to
improve the quality of life in specific coastal areas through the diversification of employment
prospects and infrastructural works.
The linkages between the NSRF Strategic Objectives on the one hand and the Fisheries Strategy
on the other, focus mainly on two main issues; the competitiveness of the business sector as well
as sustainable coastal and environmental development. As a result, Strategic Objective 1 and 2
of the NSRF are consistent with the Fisheries Strategy. Under the Strategic Objective 1 of the
NSRF, the importance of competitive business activity in the fisheries sector will be actively
pursued. Under the Strategic Objective 2 of the NSRF, the importance of the physical, natural
and coastal environment on both economic performance and the quality of life enjoyed by the
Maltese population is clearly underlined.
Overall agriculture and fisheries are in decline on a national basis. However, there exists the
opportunity to build on the strong potential contribution the sector may make towards the
development of high value market niches such as specialised tourism and environmental
management. NSRF Strategic Objective 4 addressing Gozo’s regional distinctiveness is also
particularly relevant to the development of such potentials.
Seen holistically, these strategic documents espouse Government’s vision and strategy into the
next decade. As highlighted in Figure 4.2, the key objectives contained in the Pre-Budget
Document 2006-2010 ‘A Better Quality of Life’ and in the Pre-Budget Document 2007 ‘Securing
Our Future’, feed in the strategic priorities of the NSRF. In the Pre-Budget Document 2006-2010,
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the main objectives focused on economic competitiveness, education, and the environment. More
recently in the Pre-Budget Document 2007, these objectives have been amplified to include the
priorities of pursuing a socio-economic strategy for Gozo, encouraging work and growth,
sustaining industry and tourism, promoting growth through research and innovation and ensuring
a sustainable environmental future. Likewise, the different sectoral strategic policies and the
Rural and Fisheries plans feed in the delineation of the Pre-Budget objectives, the NSRF
objectives and the NRP interventions.
National and sectoral strategies and policies are inextricably linked to the objectives and strategic
priorities emanating from the Pre-Budget Documents, the NSRF and the NRP. Key strategies
which have ‘fed’ in the process of the NSRF and vice versa and which the NSRF has contributed
to ‘mould’ include the Industry Strategy,84 the Research and Innovation Strategic Plan,85 the
Tourism Strategic Plan,86 the Waste Management Strategy,87 the Energy Policy,88 Renewable
Energy Sources Strategy89 and the ICT Strategy.90
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Figure 4.2
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4.4 NSRF Strategic Objectives in detail
The following section includes a detailed description of the NSRF strategic objectives as well as
an overview of a number of potential measures which are intended to achieve these strategic
objectives.

4.4.1

Strategic Objective 1 - Sustaining a growing, knowledge-based, competitive
economy

The Strategic Objective of sustaining a growing, knowledge-based, competitive economy is
underpinned by the emphasis on supporting enterprise, mobilizing investment in RTDi, and
sustaining the tourism industry and promoting culture. These objectives are highlighted in Figure
4.3.

Figure 4.3

N S R F S trateg ic O b jectives 2007-2013

S u p p o rtin g en terp rise

S tra tegic O b jective 1 :
S usta in in g a grow ing, kno w led ge- M o b ilizin g in vestm en t in R T D i
ba sed , co m p etitive econo m y

S u stain in g th e to u rism
in d u stry an d p ro m o tin g cu ltu re

Supporting enterprise
Malta has developed its economy, first and foremost, through its outward orientation, openness
and international competitiveness. Today, the level of openness of Malta’s economy is such that it
finds very few parallels with other countries. Few economies have managed to simultaneously
develop tourism, attract a high level of foreign direct investment whilst attaining a high level of
exports compared to gross domestic product. Malta’s economy is not an insular economy. It has
not shied away from being an integral part of the international economy, be it in the
manufacturing sector, or in the services sector, particularly through tourism and the financial
sector. It has managed to do so even though the country does not have natural resources.
Furthermore, over the past four decades since its independence, Malta’s socio-economic
development has been based on the general consensus to boost the tourism industry, to facilitate
indigenous and foreign direct investment and to achieve economic growth through exports.
Strategic Objective 1 of the NSRF is driven by the Industry Strategy for Malta 2007-2010 which
has the vision of enabling industry to achieve high value-added and productivity growth. This
vision provides the overall framework for industrial development in the medium to the longer term
and it is within this context of the industrial strategy that the NSRF focuses on a number of
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strategic components earmarked for the sustenance of a growing, knowledge-based competitive
economy.
The overall aim is the consolidation of existing and the attraction of new foreign direct investment
(FDI) as well as the continued growth and development of local business potential that serves to
sustain a growing, knowledge-based, competitive economy. This Strategic Objective is
underpinned by measures aimed to support the restructuring of industry to compete in the internal
market and the global economy; measures to attract more FDI and support entrepreneurship;
efforts to mobilize investment in Research, Technological Development and Innovation (RTDi);
and improve the tourism industry’s potential; and last but not least, investment in the country’s
infrastructure, as one of the principal backbones for economic growth and competitiveness. The
importance of micro-enterprises will continue to be given its due importance and Government is
committed towards the continuous promotion of enterprise and small business start-ups.
In order to generate economic growth and employment opportunities, specific attention will be
given to the manufacturing and service industries. Efforts are being focused on attracting new
investment in target and niche markets which are of high value added and where Malta can
remain competitive in the years to come. There is not much Government can do to dispel the
fragmentation between the dual structure of the domestic manufacturing landscape,
characterised as it is by a small number of dynamic export-oriented foreign-owned enterprises
and locally-owned, local market oriented SMEs apart from further promoting and providing for an
enabling environment for business and enterprise promotion.
From a competitiveness point of view, Malta’s strategic direction focuses on increasing the valueadded by Maltese enterprises. This resolve requires a shift to economic activity where knowledge
intensity creates greater value added and assumes a central role in the production of goods and
services. Besides supporting existing high-value added enterprises, Malta aims to continue
focusing on the identification and development of new high-value added niche sectors both
through local and foreign investment. A knowledge intensive competitive economy necessitates
an enabling business environment underpinned by an adequate enterprise support infrastructure.
To reach these objectives, high quality business support is essential for the promotion of
innovative business start-ups. Measures will be put forward so as to facilitate the collaboration of
enterprises to focus more on the value chain and hence be in a position to compete better in the
EU internal market. Particular emphasis will be given to sub-contracting and linkages between
large and small enterprises and the need to bolster the support to enterprises to enhance their
knowledge transfer base, particularly through their liaisons with academic and industrial-driven
research. Emphasis will be given on the transfer and nurturing of new technologies, possibly from
other EU countries to local SMEs. In order to facilitate innovation, spearheading ways of doing
business and improve the domestic economic product, Malta’s priorities in this regard centre on
the need to build a more enterprising culture through, for example, reducing the barriers to
enterprise. Providing a coherent and integrated business support service and infrastructure,
including ensuring greater integration of current services, are considered critical for accelerated
and sustained growth, productivity and competitiveness of the region’s businesses. Appropriate
schemes will be implemented so as to develop the capacity of business activity particularly the
capacity building potential in terms of global marketplace development.
A key element in sustaining a growing, knowledge-based, competitive economy is the attraction
of FDI. A key factor in securing FDI is the availability of a physical enterprise infrastructure.
Despite the fact that Malta has invested significantly in industrial park infrastructure, the demand
for industrial space still exceeds supply. Moreover, the current supply of “factory space” may not
necessarily meet the requirements of the high value-added industries currently being targeted. As
a result, investment in both general purpose and dedicated factory space will be required to
enhance the country’s attractiveness for investment. Existing industrial parks also need to be
upgraded with specific facilities in order to cater for more flexible forms and wider participation, as
well as, facilities related to environment and energy efficiency.
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Recently, the country has managed to attract a number of multinational companies in the ICT and
service-providing industries. Despite the lack of specific infrastructure and at times, non
availability of workforce skills, the local ICT industry has experienced considerable growth, with a
substantial number of Maltese enterprises offering their services in foreign markets. More efforts
need to be directed at improving the physical infrastructure as well as continuously upgrade
human resource skills in the industry.
The shift to economic activity where knowledge assumes a more important dimension is
determining the competitiveness of various economic sectors, including the financial services and
pharmaceuticals, the aviation maintenance and the film industry. Efforts will be undertaken to
promote Malta as a centre of excellence for these niche markets in the Mediterranean region.
These sectors have developed over recent years and established themselves as competitive
players in an international market. They already provide a high value-added to the Maltese
economy and the aim is to support such enterprises in their efforts to strengthen and widen their
business activity, and to attract further investment in activities that can add high value to the
Maltese economy, both in terms of economic and social benefits.
Promoting enterprise in the local crafts industry is also of paramount importance. The sector will
benefit from the development of crafts centres to address the current fragmentation of this
particular segment of economic activity and to improve accessibility for the public, in particular for
tourists visiting the country. Some of these enterprises are engaged in traditional crafts that have
a direct relevance to the Maltese heritage. Efforts will be undertaken to promote the sector and
its linkages with the rest of economic activity be it tourism or manufacturing.

Mobilizing investment in RTDi
The development of RTDi is a goal that Malta will actively seek to address. The governing
framework for Research and Innovation in Malta rests on the National Strategic Plan for
Research and Innovation (2007-2010) - Building and Sustaining the R&I Enabling Framework
published in 2006. The overriding target and goal emerging from this strategic plan is to increase
R&D expenditure in relation to GDP from the current 0.3 per cent to 0.75 per cent by 2010.
Governance and leadership of the Strategy will continue to reside within the Malta Council for
Science and Technology (MCST) which will service the underpinning principles of the Strategy.
The Strategy is underpinned by a number of principles, namely focusing on selected areas of
economic performance; providing the appropriate framework to enable SMEs to innovate and
flourish; exporting locally generated R+I; expanding Malta’s science, engineering and technology
base; establishing the nexus between the knowledge institutions and business; and developing a
national pro-innovation culture supportive of invention, risk-taking and entrepreneurship. These
principles are accompanied by over 60 concrete recommendations and measures to be
undertaken by the different stakeholders aimed at providing a clear way forward in achieving the
objective of the Strategy.
Malta’s objective in promoting RTDi is to develop a focused sector bearing in mind those
country’s realities that do not support the development of a broad-based research sector or the
pursuit of pure research for its own sake. The specific targeting of focused, business-oriented
RTDi is envisaged to be driven by operators of repute. In this respect, studies in the context of the
National Strategic Plan for Research and Innovation 2007-201091 are currently underway to
identify those segments in which Malta can be competitive and where resources should be
focused. This Strategic Plan places Research and Innovation as a fundamental driver of the
Maltese economy, recognizing the notion that Malta’s aspiration to become a knowledge
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economy rests on grafting research and innovation within its economic and supporting
institutional fabric.
Through a macro and a micro perspective, Malta is taking a two pronged approach towards the
development of a thriving RTDi sector. The macro approach envisages the delineation of a
strategic framework in which actors in the system of innovation can interact and engage. This
strategic framework is highlighted in the National Strategic Plan for the 2007-2010 period. A micro
approach will look closely at the actions of specific economic sectors both in the firm and non-firm
sector.
At the micro level, Malta already scores high in terms of growth rates in Europe for investment
and performance levels related to the knowledge-based economy. Malta is plotting a positive
course in improving research and innovation, taking into consideration and learning from the
experience of older EU Members States who only intensified their RTDi policies after the
country’s accession to the European Union in the early 1980s. Although compared with the other
EU Member States, Malta is still below the average in key areas of RTDi activity, the country aims
to gradually converge in a sustainable and pragmatic manner.
Malta proposes to build an innovation system that feeds in the development of its RTDi strategy.
The strategy is to embark and implement a number of initiatives to promote innovation in Malta as
well as build upon current initiatives. It is envisaged that the core of Malta’s innovation system will
hinge on the process of strengthening the climate for innovation (stimulating private initiative,
collaboration and supply of knowledge workers), instilling a culture for innovation vital for personal
and economic success, creating the dynamism of enterprises to innovate by stimulating
innovative business activity, exploiting the growth potential of SMEs and attracting knowledgeintensive activity to Malta. Efforts will be undertaken to bring into the mainstream R&D activities in
the private sector which are currently not being captured by data collected and statistics on the
subject. These efforts will go a long way to ascertain the true extent of R&D activity in Malta’s
industrial sector.
Some of Malta’s challenges to increase its activities in RTDi are also specifically related to the
education system. In Malta, only a small number of annual graduates are reading science and
engineering subjects. Government is already taking concrete actions in this respect by increasing
measures aimed at the promotion of science and technology studies at the tertiary level. The
education system, at all levels, but primarily at the tertiary and vocational levels, needs to ensure
that the appropriate investments in physical and human resources are made at all levels of the
education system to encourage more students to take up scientific, technical and engineering
disciplines retain research posts. As the increased investment in R&D should mainly take place in
industry, an increased mobility of researchers between academia and industry is contemplated to
ensure that a sufficient number of academically trained researchers can be employed by industry.
This inter-sector mobility would also contribute to speed up the dissemination of knowledge in all
sectors.

Sustaining the tourism industry and promoting culture
As one of the main pillars of economic activity in Malta, every effort will be directed at
consolidating and improving the contribution of this industry to the socio-economic well being of
the Maltese islands and their people. Tourism contributes significantly to Malta’s economic
growth, employment and foreign exchange earnings. For this reason, it is important that Malta
continues to attract its current level of tourism activity and, in line with its tourism policy, move
towards the limited growth scenario. Government’s objectives include a better seasonal spread of
tourist flows together with increased income generated through tourism which would sustain
existing jobs and eventually create more and better jobs. Sustaining existing jobs is essential.
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Government’s strategy for tourism, as highlighted in the Malta Tourism Authority Strategic Plan
for 2006-2009, aims at providing an enriching experience for today’s discerning tourist through
the provision of value for money services, thus creating economic and social benefits for Malta.
This strategy focuses on the adoption of a segment-based approach to strengthen and increase
Malta’s position and share in the international tourism market. The market segmentation
approach identifies seven segments for the tourism industry; the leisure and tourism operating,
history and culture, meetings, international events, conferences and exhibitions, sports tourism,
including diving, English language training, Gozo-based holidays, growth markets (such as cruise
and stay, spa, short-breaks). A critical element is the branding exercise which will develop and
disseminate the new strategic approach.
Malta’s current tourism industry, with its present structure, may be described as mature in terms
of its product life cycle. However, with the required structural changes in the industry, Malta still
has potential for further economic activity through tourism. Essentially, Malta must deepen its
tourism offer through improved quality and better presentation of its rich and varied natural and
heritage assets. At the same time, Malta has to address the gaps in its distribution channels and
attract an improved balance. Tourist arrivals are, in part, compensating for the aggregate volume
losses with the industry’s traditional seasonal concentration in the summer period persisting and
even increasing in relative terms. Clearly, distinct efforts are required by Malta to diversify the
traditional seasonal dependence.
Malta has managed to penetrate the market for a number of segments with the result that tourists
visit Malta for different motivations, primarily for a holiday but also for language learning, for
diving and to practice other sports, for conferences and incentives, for cruising, for experiencing
and appreciating the country’s wealth of cultural heritage. In the context of increasing competition
in Mediterranean tourism driven by the more aggressive market presence of emerging
destinations, Malta needs to address its current perceived narrow offering in this area (“sun, sea,
and sand destination”). This can only be done through the marketing and branding of Malta in its
source markets, and through efforts at product development. Product development for a
sustainable tourism industry rests on the need to safeguard the country’s heritage sites, the
fortifications and historical places, as well as, the natural heritage including the coast. Malta’s
unique heritage sites, fortifications and historical places constitute Malta’s most valuable cultural
resource assets. The combination of these assets set the Maltese tourism product above other
popular destinations in the Mediterranean. To complete the product upgrading, investment in the
country’s natural and cultural heritage needs to be complemented with further investment in
human resources engaged in the tourism and creative industries.
The rationale for supporting tourism enterprises is based on the need to increase the
competitiveness of tourism service providers, to stimulate and direct investment by the private
sector and spearhead investment in human capital. In this context, support will be directed to
those enterprises focusing their activities on reaching specific goals of extending the tourist
season and diversification of services provided. Support to tourism enterprises to conduct their
own marketing activities is complementary to the country’s destination marketing. Efforts have to
be made to create an image and raise awareness of Malta as a tourism destination among
potential travelers, more so in the case of Gozo. Tourism enterprises must conduct their own
marketing activities in order to build this image of Malta and sell their services in the source
markets they tap, particularly for visits to Malta in the off-peak period.
In order to be competitive, tourism enterprises must improve their cost structures and adopt a
more entrepreneurial approach. To achieve this, tourism enterprises must be encouraged to be
more innovative in the way they conduct business, in their planning and investment processes.
Enterprises need to be encouraged to invest in environmental systems and become more energy
efficient so that they can meet their environmental obligations as well as minimise costs. A high
proportion of enterprises conduct traditional marketing activities with only a few adopting more
innovative marketing approaches. Investment in E-services being offered by the tourism
enterprises needs to be supported alongside e-mentoring programmes for the tourism industry.
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Apart from the support to the private sector, Government believes that non-profit organisations
have an important role in the implementation of the strategy. In Malta, tourism and culture are
characterised by a strong and active presence of non-profit making organizations. These
organisations are the custodians of important sites of cultural, heritage and natural value, all key
assets for the tourism industry. They are experts in their respective fields of interpretation, study,
and site management and generally hold a positive track record in being innovative (for Malta),
and sometimes entrepreneurial in their field. Here lies an opportunity for tourism and for culture to
utilize these organizations to further develop these two economic activities.

4.4.2

Strategic Objective 2 – Improving Malta's attractiveness and the quality of Life

The Strategic Objective of improving Malta’s attractiveness and the quality of life is based on a
number of focus areas, namely, those of improving and upgrading the transport infrastructure;
investing in environment, energy and risk prevention; strengthening information society;
undertake investment in urban regeneration and continued support for education and social
infrastructure, including health. These objectives are highlighted in Figure 4.4.

Figure 4.4
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Improving and expanding the transport infrastructure
The Maltese transportation sector is dominated by road as far as internal transportation is
concerned, and air for international transportation. The importance of sea transportation has been
increasing over recent years and significant progress has also been achieved in maritime
transportation technology. The social and economic development of the islands depends upon
timely and regular connections for both goods and passengers to European ports and airports,
and an efficient distribution on the national network on the initial or final leg of the journey.
Notwithstanding its distinct territorial constraints, Malta’s resolve is to make the most from the
development of international gateways and national transport systems. This is primarily
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envisaged through the upgrading of the road network, ports and other physical support
infrastructure.
In the late 1990s, Government published a Master Plan for the Road Restoration in Malta and
Gozo. The Master Plan aims to upgrade and modernise the national strategic road network to
international standards whilst at the same time improve road safety, accessibility and mobility
within the broader context of economic development and a better quality of life of Malta’s
inhabitants. This Master Plan was supplemented by a Transport Needs Infrastructure
Assessment (TINA) study which was concluded in 2002 and by a series of technical studies on
parts of the road network identified as priorities. The TINA study has served to identify Malta’s
TEN-T network which provides critical linkages between the two international seaports of Valletta
and Marsaxlokk, the international airport and between Malta and Gozo. Investment in the TEN-T
road network is envisaged to meet the country’s growing transport requirements. The upgrade of
the TEN-T and the rest of the arterial and distributor road network is necessary for various
reasons, most notably to reduce congestion/ time in traffic, to improve safety, to reduce
operational/transport costs and to improve the environment. Feasibility and environmental impact
assessment studies for the improvement of the TEN-T network have been undertaken in 2004
and 2005.
The road networks for the islands of Malta and Gozo were originally designed and constructed to
accommodate light traffic volumes. Over the last two decades, the increased demand for both
personal mobility and the movement of goods by road has led to a rapid growth in motorisation at
a national level. The increase in traffic loads and axle-weights of vehicles using the roads has
resulted in significant structural damage caused to critical sections of the network and to the
development of traffic bottlenecks at critical locations on the network causing a delay in the flow
of goods and people. Congestion results in increasing delays for the delivery of goods and loss of
productive working time. The removal of bottlenecks along the network will mean a better flow of
traffic, a more timely delivery of goods and a reduction in operating costs for transport operators.
Due to Malta’s dense urban morphology, the main arterial and distributor road networks (including
the TEN-T network) need to be supported by the appropriate road network infrastructure to
provide the traffic linkages of medium capacity, to population centres, areas of employment,
areas of tourism and industrial areas, to road safety standards. To this end, the Government
intends to continue its efforts to reconstruct or rehabilitate the roads performing a linking function
through national and EU funds.
In line with the European Union objective for road safety, the Government aims to halve the
number of injury accidents by 50.0 per cent by 2010. In order to reduce road accidents resulting
from poor road infrastructure design or condition (particularly at accident black-spots), an upgrade
is required in the road geometry, surface and signage. In 2004, 37.0 per cent of all injury
accidents in Malta occurred on the arterial and distributor road network. In addition, the number of
accidents occurring during dark hours amounted to 42 per cent of the total injury accidents. With
the proposed programme of road construction, better road signage and street lighting will be
installed in order to improve night time visibility for motorists and therefore increase safety.
Another concern for Malta is the surface water run-off which causes a number of problems in low
lying areas. In order to make the road a safer environment for traffic, the new roads will also take
into consideration the collection and possible treatment of water run-off for sustainable re-use.
In view of the current high use of private vehicles and the unsustainable growth projected in the
feasibility studies, Government has already started to undertake a number of measures (primarily
from the national budget) aimed at encouraging modal transport shift. A White Paper ‘Sustainable
Land Transport’ presents Government’s vision and way forward in this sector. To achieve a
reduction in private mobility without compromising accessibility, the Government is looking at
improving the national network of public passenger transport services. It is evident that if the
trend of declining public transport patronage continues, there will be greater pressures on the
current bus network, both in terms of its financial feasibility as well as in terms of the competition
for limited road space with the private car. In the context of the recent investment in the
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upgrading of the public transport bus fleet, government intends to introduce new technology to
improve bus service reliability and passenger information, upgrading bus service facilities (the
Valletta bus terminus is one of the largest bus stations in Europe handling over 3,000 bus
departures a day) and traveling information at public transport infrastructure to improve the quality
of service. Alongside these measures, Government aims to improve the public passenger
transport system in Malta through a gradual process of operational reform.
In line with the objective of sustainable development, another objective for the transport sector is
to improve the sector’s contribution to the mitigation of negative health impacts of traffic
congestion and environmental protection. In Malta, transport is the second largest contributor to
pollution, after power generation. The strategic three-pronged approach of removing traffic
bottlenecks, improving road safety whilst simultaneously promoting modal shift in personal
mobility away from the private car shall result in healthier travel in the Maltese Islands. Reduction
in traffic congestion shall result in better vehicle exhaust emission control and the improvement in
the road surface is expected to dramatically reduce the noise generated from vehicular traffic that
is currently very high due to the current uneven surface.
The Islands’ socio-economic activity depends primarily on maritime freight and increasingly, the
importance of passenger by sea, highlights the critical importance of investments in Malta’s
seaport infrastructure. Four of Malta’s seaports, namely Valletta, Marsaxlokk, Cirkewwa and
Mgarr, have been identified as being motorways of the sea and are part of the planned TEN-T
Maltese network. Valletta and Marsaxlokk are the main ports serving international traffic both
capable of providing a comprehensive package of maritime services and cargo storage. Current
shipping and cargo projections resulting from ongoing feasibility studies envisage substantial
increases in cargo and passenger throughputs and a sharp increase of container handling in
Valletta and Marsaxlokk respectively. Valletta port also has the potential for increased interharbour trips for residents’ and tourists’ use and pleasure cruises. Within this context and taking
into account the physical condition of some of the structures and superstructure, including those
of quays, wharves and breakwaters, further investment in the port infrastructure is critical and
this depends on required dredging works, quay extensions and expansion of the port hinterland
areas up to state-of-the-art standards.
The sea ports of Cirkewwa and Mgarr handle inter-island transportation of passengers and cargo
between Malta and Gozo and therefore constitute a critical service and a socio-economic life-line
for the island of Gozo. The volume of passengers, vehicles and cargo using the ferry service
between Malta and Gozo has increased substantially in recent years. The trends show that the
number of passengers and cars using the Gozo ferry service has increased over the years and it
is expected that the demand for crossings is likely to increase further. Inter-island transportation
exerts considerable pressure on the existing port infrastructure, both in terms of port facilities and
actual transportation modes. As a result, Government is committed to continue investing in port
facilities so as to make inter-island transportation as efficient and effective as possible for the
benefit of the population as well as for economic development.
Malta’s international airport and a heliport in Gozo support the requirements of the country which
is heavily dependent on air transport connectivity. There are a number of airlines operating to and
from Malta. Air transport policy is crucial to the further development of tourism, trading and
commercial activities in general. Air transport is also critical to support the development of the
country’s manufacturing capacity by providing air cargo solutions.

Environment and risk prevention
Every economic activity, to various degrees, exerts pressure on the environment. The policy
challenge remains that of balancing the requirements of economic development with the
sustainable use of the environment. Improving the quality of life through the conservation of the
country’s environment and bio-diversity is a critical component of Malta’s strategic direction.
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Reducing the environmental impact of activity in the country enables the benefits of increased
environmental sensitivity to be disseminated through an improvement in the population’s standard
of living, also bestowing benefits on economic activity by enhancing the attractiveness of the
Maltese islands as a tourism destination and as a residential location for economic operators.
The physical, natural and cultural environment is of primary importance both to economic
performance and to the quality of life enjoyed by the Maltese population. There is no doubt that
the quality of life of citizens is intertwined with the quality of the environment. The national
consciousness for the need to protect the environment is increasingly becoming an intrinsic part
of the behaviour of the Maltese people. This is also reflected in the prioritization that Government
is establishing for securing and improving the environment. Government’s environment strategy is
driven by the National Sustainable Development Strategy. Government is committed to the
formulation and gradual introduction of action plans in priority areas directly linked to the
environment as identified in the National Strategy for Sustainable Development. Sustainable
development focuses on air emissions, air quality, fresh water, sea water, waste, land use and
transport. The Strategy envisages that practices pertaining to sustainable development should be
embedded in every policy formulated by Government and not just those relating to the
environment.
As a small, densely populated and highly urbanized island economy, Malta faces a wide array of
environmental challenges distinctly related to the management of its waste streams, the reduction
of air and marine pollution and the preservation of the country’s biodiversity, the upgrading of the
urban fabric and the conservation of its extensive cultural heritage. The improvement of the
environment will not only ensure an improved quality of life through sustainable development for
the citizens, but also support economic activities, such as the tourism industry. Malta’s strategic
environmental direction is therefore oriented towards enhancing the state of the environment,
managing waste, minimizing sources of pollution, improving the quality of water, protecting biodiversity, rehabilitation and conservation of the country’s cultural and natural assets as well as
increasing the public’s awareness of environmental issues. These active measures will need to
be sustained through effective monitoring.
In the area of waste management infrastructure, the strategic direction of Malta is to expand the
network of waste facilities as directed by the Solid Waste Management Strategy for the Maltese
Islands, 2001.92 Waste minimisation remains a critical strategic objective with the principal aim to
reduce the amount of waste as much as possible and to divert the remaining residues for
recycling, recovery of resources and the efficient utilisation for energy production. As part of
Malta’s solid waste management strategy, a number of key initiatives are currently being
implemented. These include the setting up of the basic infrastructure for managing waste, the
upgrading of the Sant’ Antnin waste treatment plant and material recycling and recovery facility,
the reduction of aerial emissions from the disused Maghtab, Qortin and Wied Fulija landfills, and
the rehabilitation of disused quarries. Government is cognizant that more efforts need to be
directed to meet both economic and social requirements and to fully comply with the Acquis.
Continuing to develop infrastructures for sound waste management practices, including systems
for the collection and storage of hazardous waste, radioactive waste and the rehabilitation of the
old landfills will remain key national objectives for the 2007 -2013 period. Malta’s strategic vision
also encompasses the exploration of the possibility of exploiting waste as a potential energy
source for electricity generation.
In the water sector, Malta has been increasingly relying on sea water desalination as the major
source of supply of potable water, though a variable extent of groundwater extraction is still
prevalent. Malta’s strategic direction in this area is to continue to upgrade relevant infrastructure
including reservoirs, sea water desalination efficiency in order to reduce its electricity demands,
and to continue to improve drinking water quality through improved distribution systems. In the
waste water sector, Government’s objective is the completion of the sewage Master Plan that
92

A revision of the strategy is currently being prepared and is expected by end of 2006.
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aims to treat all wastewater in compliance with EU regulations. In line with the Sewerage Master
Plan, Malta is in the process of setting up two wastewater treatment plants, one at Ta’ Mgarr ixXini in Gozo and one in the North of Malta at ic-Cumnija l/o Mellieha. The construction of these
two plants is underway and planned for completion by the second quarter 2007. Works on the
transmission infrastructure for the third and largest plant are expected to start by end of 2006.
During the 2007-2013 period, Malta plans to set up the third and largest wastewater treatment
plant in the south of Malta.
Within the context of climate change, risk prevention remains a priority for Government. Malta’s
topography tends to contribute to the phenomenon of flash flooding on the occurrence of heavy
storms during the autumn and winter months. This phenomenon frequently leads to heavy
damage to the physical environment, economic disruption and, occasionally, to loss of human life.
In this regard, the formulation of a proactive approach to this problem, particularly the
development of infrastructural solutions to address the incidence of high storm water volumes
within highly urbanized areas, constitutes a major priority. Studies are currently underway to
ascertain and identify the priority projects and the relevant technology options. Better storm water
management is also seen in the context that storm water provides an additional source of fresh
water which currently is not utilized to its full potential. Malta’s coast is subject to continuous sea
and wind erosion affecting some of its cultural patrimony too. It is also subject to frequent intense
showers that cause flooding in many key residential and commercial areas. Efforts in this area
need to be enhanced.
Halting the degradation of bio-diversity is one of the main challenges within the context of
sustainable development. Malta is currently preparing a National Bio-Diversity Strategy. The
aims of the Strategy include the conservation of bio-diversity, the sustainable use of its
components and the fair and equitable sharing of benefits arising out of the utilization of the
resources. Management plans for natural areas declared protected have already been adopted
for some sites and others are in the pipeline. The process of preparing management plans for
protected areas will be significantly accelerated in order to meet national and international
obligations. The involvement of NGOs in the management of such sites will also be strengthened.
Finally a nationwide pro-diversity and pro-environment awareness campaign needs to be
undertaken in order to better publicise the rich bio-diversity of the Islands as an important
component of Malta’s heritage. Within this context links with the tourism interventions and the
marketing measures are foreseen. The actions undertaken under this Strategic Objective will also
be complemented by actions undertaken by the EAFRD and EFF.

Energy
Malta’s strategy for the energy sector rest on the deliberations and recommendations contained
in two main documents for the energy sector, ‘A proposal for an Energy Policy for Malta’ and a
Renewable Energy Policy, both prepared in 2006. Within the context of these two documents
and also taking into account the Strategy for Sustainable Development, Government is stressing
five main policy areas for intervention in the sector: stability in energy supply, a sound distribution
system, energy efficiency, reducing reliance on imported fuels and support of the energy sector in
order to render it capable of delivering on its objectives.
In the energy sector, economic growth has been a major stimulus to Malta’s electricity demand
growth. The status quo in the sector necessitates an in-depth assessment of energy supply
mechanisms as well as considerable investment to upgrade the energy distribution system to
bring it in line with current economic and social requirements. The current condition of the
distribution network shows that during peak demand periods, most components are operated at
close to their rated capacity and have no redundancy. This means that in the short term,
significant parts of the network will be unable to meet the peak demand in case of failure of one of
their components and large parts of the network will be unable to meet the expected increase in
demand in the medium to long term. Therefore, the distribution network has to be substantially
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modified and upgraded to cater for increase in demand and to ensure adequate reliability. The
network must also be in a condition to accommodate new generation sources, including the
possible input from large offshore wind farms and an electrical interconnection with the European
electricity grid.
The issue of energy efficiency, driven also by the need to reduce the use of fossil fuels to mitigate
the impact of their rising prices on the national economy and of the resultant emissions on climate
change, is increasingly assuming the role of top national priority. Energy efficiency measures aim
to reduce energy consumption while maintaining or increasing the level of output and delivered
outcomes and they are likely to be rewarding in reaching the national objective of reducing fossil
fuel consumption. Addressing the environmental impact of electricity generation will be a key
strategic thrust in this respect, alongside other measures to reduce air pollution to come in line
with EU directives. With regard to energy efficiency, investment will be undertaken to upgrade the
generation plants and distribution network and implementing demand management measures.
Regarding efficiency in end-use there are many initiatives currently underway in the country to
attain greater efficiency in energy use, including subsidies and support schemes by Government.
Government aims to bring all current initiatives within a more holistic co-ordinated framework
through a national energy efficiency action plan. In particular, a major energy efficiency
programme is being put up to create awareness of efficiency in all energy application and to
provide access to the right information to the user at the right time. Moreover, Government will
continue to lead by example through the adoption of energy efficient practices in the public
sector. In addition it will be adopting legislative and administrative measures to achieve energy
efficient and environmentally friendly buildings and services.
In the context of the reduction in the reliance on imported fuels, a framework for the use of
renewable energy sources (RES) is being envisaged. Government is now focusing on renewable
energy as a concept and a practice in energy sector operations as highlighted in the recently
published draft Renewable Energy Policy for Malta.93 Renewable energy is recognised as an
effective contributor to security of supply and is regarded as a sound policy option towards
promoting environment-friendly energy production; and it also contributes to a reduction of
greenhouse gas emissions that are associated with climate change. However, owing to certain
natural characteristics and circumstances, not all countries reap these benefits to the same
degree. Malta cannot benefit from the cultivation of energy crops – a complementary activity
associated with renewable energy – because of the scarcity of land and water. Over the last year
Government has devoted significant attention to the introduction of renewable energy sources
into Malta. Wind energy is the most attractive technology under consideration, in that it is
perceived as having the potential to contribute significantly to the generation of electricity in the
medium term. These are attractive because their environmental visual and acoustic impacts are
somewhat mitigated by distance. As a result, Government is currently examining the feasibility of
installing large-scale offshore wind farms through forms of public private partnerships.
On the ground, an array of fiscal incentives are being earmarked to promote energy efficiency
measures and promote the diffusion of RES generation among households and economic
players. In promoting and managing the introduction of RES, Government will seek to ensure that
the quality of life of citizens is not compromised. The different renewable energy technologies all
have different impacts on the environment and the quality of life and, as such, they need to be
assessed individually. Small-scale systems such as PV, micro-wind and solar thermal panels,
should not be unduly intrusive if building regulations are adhered to. Electrical energy generated
from organic waste is CO2 neutral. In the light of recent developments in the diffusion and
promotion of RES generation in households and economic operators, Government will continue
to support, strengthen and further develop current measures in the interest of a diversified energy
mix and as a gesture towards fostering environmentally favourable technologies.

93

A Draft Renewable Energy Policy for Malta, 2006.
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Urban Regeneration
The urban fabric in the Maltese Islands plays an important role in the development of society and
the economy. The importance of the urban fabric is increased since Malta is predominantly urban
and densely populated and is characterised by a high degree of urban sprawl. Malta is also
characterised by a high share of historical buildings and heritage sites in its core urban centres.
The urban regeneration context is driven by the concept of transit-oriented development, which is
based on consolidated policy and planning for urban regeneration and transit. Government
intends to continue to develop the measures already undertaken in this regard to guarantee a
holistic approach to these intra-linked zones, particularly within the Harbour area. The main
driving force behind this policy is to create an intelligent and efficient City which does not only
encapsulate innovative transport means, but grafting these in a historic regenerated and
rehabilitated ambiance. It is through surgical generation interventions and through mobility and
accessibility that the City and hub may be relaunched. This approach is based on five integrated
basic concepts, namely: the right to mobility; urban mobility and urban design; permeability of the
urban hub; the eco-friendly city – reducing congestion and pollution and public transport for more
sustainable urban development and an enhanced quality of life. The regeneration measures will
result in revamped commercial, residential and service oriented assets. This ‘new mixed’ and
adaptive policy is also geared at social inclusion spurring social regeneration through the
availability of new housing stock.
Regeneration projects are vital mechanisms which spur the main industries in the nerve centre of
the Maltese Islands, the City and the Harbour region. The regeneration of this area integrates the
major sectors of the local economy; maritime, tourism, building industry, transit and commercial
services. A number of local plans and regeneration plans for urban areas focus on an integrated
approach to regeneration which aim to reverse the trends within the urban cores which are
affected by vacancy in the residences; improve the quality of life of the citizens; and also develop
and enhance business opportunities in the areas, particularly with respect to tourism. Malta’s
urban areas, particularly the Harbour areas are endowed with unique heritage assets such as the
fortifications and bastions. The harbour area and the capital Valletta are both economic drivers
and cultural catalysts which should find its culmination of Valletta as the European City of Culture.
Government’s strategy for urban regeneration rests on an integrated approach to address urban
development, sustainable transportation through alternative modal connections, conservation and
social regeneration. A concerted effort will be made to develop further and integrate these factors
to make the harbour and capital a successful economic and political hub. Local councils will play
an invaluable role in this regard. Given the nature of the Maltese territory, regeneration measures
in the urban areas will be complemented with actions under the EAFRD for the larger ‘rural’
component of the territory.

Promoting the E-Society
The 2004-2006 National Strategy provided a solid groundwork for the sector’s development.
Though the Strategy remains valid today, Government is in the process of renewing the ICT
Strategy to reflect the challenges and opportunities for Maltese society and the economy. Malta’s
ICT Strategy towards 2010 is underpinned by five key focus areas; the knowledge economy, eInclusion and ICT education, ICT and the quality of life, ICT in Government and an enabling
infrastructure.
With the emergence of new technologies and applications, accessibility issues come to the fore.
These developments warrant Government’s ongoing focus on programmes that reduce the digital
divide. The ICT labour supply remains a key component of the country’s comparative advantage
over other countries seeking to attract ICT companies as part of their foreign direct investment
policy. Malta needs to attract significantly more students to take up science and technology at
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postsecondary levels of education and training. The European Innovation Scoreboard (2005),
placed Malta behind the last country (Luxembourg) in the number of new science and technology
graduates, with only 3 per 1000 population (aged 20 – 29), far from the EU25 benchmark at 12
and the leading country (Ireland) with 24 per 1000 population. Initiatives to increase the take-up
of the science and technology subjects will ensue as the demand for these resources increases
with the accelerated contribution that the ICT sector is having towards the country’s economy. In
primary and secondary education, further efforts will be undertaken to leverage further on the use
of technology across the curriculum as well as the teaching of ICT subjects that mirror the
demand of the industry.
The role of ICT in the country’s economy continues to increase as the number of ICT firms
choosing Malta as a country base increases. Government’s effort to promote the ICT sector will
be sustained through initiatives that encourage ICT research, strategic alliances with the leading
firms and technology-transfer programmes through which local firms can benefit from the
proximity of foreign firms in a cluster environment.
Government’s efforts to increase the take-up of technology by the micro indigenous business
community will be sustained. The availability of services that facilitate eCommerce, such as
distribution services, content development and specialized insurance services will be coordinated
by Government as investment in such services is still not deemed feasible by the local business
community. Initiatives to encourage the use of e-business solutions, including integrated ICT
solutions, tools to raise the business efficiency and productivity and web-services will also be
pursued, as firms who have explored the use of basic applications will leap frog towards other
solutions.
The pervasive use of technology leads to new opportunities where ICTs can be used to improve
the quality of life. Through this pillar, a number of initiatives will augment the effort to use
technology as a tool across a number of areas such as the environment, cultural heritage,
transport, tourism, health and education. Government’s leverage on technology to improve its
operations and deliver online services to the end user will be sustained through the ongoing
deployment of new e-services. A renewed effort will be focused on bridging the various demands
from the public through a unique contact point to be accessible through various devices including
digital television and mobile. Authentication through a new electronic identity card will offer
access to multiple services while private operators will be encouraged to offer services over this
authentication mechanism, enabling the provision of e-wallets, e-ticketing for transport and other
services requiring proof of identity. A priority in this pillar will be the improvement of the national
health services through a holistic information system that will be deployed and various other
initiatives to be implemented as part of the national e-Health strategy. The provision of secure
high-speed infrastructure across all public hospitals and clinics will ensure that the provision of
public health will continue to reach high standards and remain affordable to the citizens.
Although technology is only a means and not an end in itself, the economic growth and the
improvement of the quality of life through ICTs cannot be sustained without a robust, secure,
interoperable and fast infrastructure capable of handling the requirements of the applications and
services to be deployed on it. If the country strives to provide the best educational framework, the
network handling that content has to be adequate and proportionately robust to sustain the quality
of the service. Similarly, if the health professionals are to be able to consult each other on
bandwidth-hungry applications transporting their patients’ analysis, the network should be as
secure and as accessible as having the consultants in the same room watching the same screen.
The enabling infrastructure in Malta is primarily based on two components, namely international
connectivity and local connectivity. The former depends on two submarine cables owned by
private telecoms operators. The local fixed network consists of a fixed-line network operated by
the privately-owned telecoms incumbent and by a cable network operated by the only cable TV
operator in the country. During the 2007-2010 period Government will be striving to devise
innovative models, potentially through public-private partnerships in which the international and
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local connectivity capacity, security and resilience is enhanced. Primarily Government will be
looking at further redundancy in the country’s international connectivity and also will be exploring
the feasibility of promoting the deployment of a next generation network providing FTTH facilities
to households and businesses.

Health
Government's vision for the health sector is centered around the patient and founded on the
principles of social solidarity and equity. Within the realities of Malta’s socio-economic
environment, and taking into account current strengths and past accomplishments, Government
will further enhance the policy objectives of accessibility, quality and sustainability in health and
care of the elderly in the coming years. These objectives are aligned with the priorities identified
in the wider EU context through the open method of coordination in health and long-term care
that will also underpin future European health policy and strategy.
Health care in Mata is mainly provided through public hospitals and primary health care centres.
Continuous investment to modernize the health system, in terms of infrastructure, service
facilities and training requirements, will remain an important cornerstone in the generation of a
healthy population and therefore also a healthy labour force. Government’s goals will continue to
be the enhancement of the quality of life of Maltese citizens by ensuring equity and access for all
to excellent quality health services, while directing its efforts to increasing life expectancy and
reducing premature deaths. In the last years Malta has invested heavily in the building of a new
acute hospital, however pockets of investment are still required with respect to specialized
hospitals and also the Gozo hospital. Moreover, the demographic changes, highlighted earlier,
are already producing a pressing impact on the provision of health care services. Increased
demand for health services as a result of the ageing population is already the leading cause of
overcrowding of hospital facilities besides waiting lists for acute services and also for
rehabilitation and long-term care.
Government’s objective is to strive to safeguard the gains already attained in this sector, whilst
undertaking new initiatives such as the implementation of an E-health system which will continue
to improve the delivery of health services and the sustainability of the health sector. The opening
of the new Mater Dei Hospital in the immediate future and new Oncology and Rehabilitation
facilities in the coming years will represent the next cornerstones of the vision of excellence,
signifying a quality leap in the environment within which care is delivered. Government will
develop and implement new information technology systems and an e-health strategy to improve
health care delivery. The issue of occupational health is also a matter which requires further
investment – both at the public information level and also at the micro level of the enterprise.

4.4.3

Strategic Objective 3 – Investing in Human Capital

This Strategic Objective is underpinned by investment in the education and employment sectors,
investment in social inclusion and institution building in the public and NGO sector. Human
resources are Malta’s only resource and hence this Strategic Objective is considered particularly
critical to both Malta’s competitiveness and quality of life objectives. The main areas of thrust of
this Strategic Objective are highlighted in Figure 4.5.
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Figure 4.5

NSRF Strategic Objectives 2007-2013
Education and employment

Strategic Objective 3:
Investing in human capital

Social Inclusion
Institution building

Education and employment
The underlying basis for this Strategic Objective is to support an increased employment rate by
providing quality education for all, complemented by strengthened labour market structures.
Quality education for all leads towards the maximum possible fulfillment of the potential of every
person and the fostering of a knowledge based culture to improve the country’s competitive edge,
for the satisfaction of the nation’s needs with regard to sustainable growth and development. On
the other hand, strengthened labour market structures facilitate labour market integration.
The main strategic goal of Malta’s employment direction is based on a number of important
thrusts. These thrusts relate to the need to increase investment in human capital through better
education and skills, through investment in education and training infrastructure, through
improving the employability and adaptability of workers and adopting a life-long learning
approach, through increasing the participation rates in the labour market in order to ensure a
national security of supply of skilled labour that would mobilise investments and strengthen local
development.
In line with the policy to develop a knowledge-based economy, significant importance is being
attached to improving the educational and skill levels of Malta’s human resources. The strategic
stance underlying Malta’s economic vision necessitates an increased supply of knowledge
workers with tertiary, upper secondary, and secondary educational or vocational qualifications.
More investment in human capital through better education and skills is envisaged to be
undertaken within the existing educational framework. Malta believes there is a need to support
the wider career choices for young people as well as facilitate the development of skills that better
meet the needs of business. It is imperative that the country facilitates the development of higher
level skills that support the creation and consolidation of a knowledge based economy including
ICT and entrepreneurship. In the field of research and innovation in science and technology,
Malta considers it as vital to invest in the educational sphere from the initial educational stages,
particularly at the crucial stage when students start making career choices. The aim is to
potentially increase the participation rates in science and technology education at a later stage.
Malta will only achieve a knowledge-based economy if it can ensure a continuous and excellent
quality life-long learning education amidst a commitment to enhance further investments in
education and in specific fields of vocational training. Moreover, focus will be made on
entrepreneurial skills through education to reinforce an entrepreneurial culture from an early
stage. Technical and scientific progress as well as socio-economic needs and expectations are
rapidly changing and increasing the demand to augmented knowledge and flexibility from people.
Advances in the creation of a knowledge society are dependent on the ability to instil a culture of
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life-long learning. With regard to measures aimed to improve the adaptability of workers, there is
recognition of the need for the educational and economic sectors to co-ordinate efforts so as to
ensure a close match between labour supply and demand. The outcome of both mechanisms
needs to be reflected in educational policy, in order to ensure its relevance and informed student
choices, including enhancing employability and adaptability on a widespread basis. Such
dialogue mechanism needs to be complemented by forward planning due to the inherent time lag
in the education process. This will be addressed by developing research capability to provide
guidance to parents and students, institutions and policy makers on local and international trends
in education, technology, and labour markets.
To allow knowledge development, the educational infrastructure needs to expand its capacity,
improve its quality further and increase its flexibility to respond to the ongoing need for change.
This includes the expansion of the physical educational infrastructure (both in the public and
private spheres), the upgrading of existing schools, and the development or procurement of
additional educational equipment and material at all levels required to achieve this transition. The
quality and responsiveness of the educational system would benefit also from further investment
in training and development programmes for teaching and academic staff and administrators,
together with investment in administration information systems to manage and develop these
institutions into centres of excellence in the Mediterranean region. Furthermore, the setting up of
quality assurance and qualification accreditation systems necessary across the entire education
sector is also necessary to create more accessible pathways into education and training at
different levels and stages in life.
This strategy will also envisage a framework for education and training outside the formal
education sector, within a national life-long learning framework. This strategic direction will also
focus on extending further adult education, formulating, developing and adopting open, distance
and e-learning strategies, tools and programmes, as well as introducing related training and retraining schemes. Work organisation also needs to address the concept of an innovative and
adaptable workforce, through continual training and re-training and participation in education
programmes within a life-long learning context.
The training needs of the workforce engaged in Malta’s industry are diverse and call for a high
degree of flexibility. Given the small size of the economy, any reduction in activity in a specific
sector or even the demise of one large firm can have serious repercussions unless the Maltese
workforce is continually trained and re-trained to meet changing realities. Unlike larger
economies, Malta cannot adapt quickly to mismatches in labour supply and demand through
inter-regional worker mobility. The small size dictates that Malta must adopt policies which will
enable people to develop their skills, attain flexibility and develop skills to meet the requirements
of an ever-changing market place. Particular emphasis will be directed at the training needs of
enterprises and their employees which will then enable the end users to upgrade their skills
towards the current needs that are brought about by innovation and automation.
At a strategic level, the possibility of generating economic growth systematically through
employment policy will be pursued. The basic thrust of the employment strategy is to increase the
overall employment rate. Government believes in the need to increase employment rates in those
segments of the population (especially women) whose participation rate is under represented in
the labour market. Government recognises the need to support women in re-entering the labour
market and improving their career prospects, whilst supporting actions that reduce the gender
gap. Improving the female participation rate is primarily dependent upon improving forms of work
organisation as a means of placing employees at the heart of economic transformation and
growth. In this context, flexible and adaptable forms of work organisation must provide an
acceptable balance between work and family life. In addition, Government is committed to
promote child care facilities so as to ensure more inclusive labour markets. Other interventions
are required in order to address the inclusion of other disadvantaged groups into the labour
market.
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Social Inclusion
Government views employment and education as important, not only from the economic
perspective, but also as an instrument to achieve social cohesion and avoid poverty. Government
strongly believes that Malta should remain a caring society in which everybody is secured an
adequate standard of living, and it is only through economic growth that the goal of social
inclusiveness can be sustained in the years to come. A knowledge based economy will benefit
not only those in the mainstream labour markets but also those in the disadvantaged
communities and groups at risk of poverty (including the long-term unemployed, persons with
mental health difficulties, disabled persons, lone parents, early school leavers, and migrants) to
access education and training and sustainable employment opportunities.
Government considers education to be the key social, economic, and environmental policy for
securing Maltese society’s future. Considering that low employment rates are seen among
disadvantaged groups who often have a low level of education it is essential that no effort is
spared to ensure that all disadvantaged and disabled groups are provided with a lifelong vision of
education. Education and training are of crucial importance for individuals as these eventually
feed into improved prospects of finding employment. In this context, the upgrading of skills of
professionals and personnel working with disadvantaged and disabled persons is also of utmost
importance.
Furthermore, in Malta’s education strategy one major thrust aims to reduce the risk of social
exclusion by seeking to reduce early school leavers with low levels of basic skills, by nurturing a
readiness to participate in the labour market and instilling an entrepreneurial spirit. Local
development initiatives started ten years ago when a community development team was set up
within the Cottonera region and developed into promoting a more locality focused approach. It is
the government’s plan that the successful concept and practice will be expanded to other regions,
namely central Malta, northern Malta and Gozo. Studies show that a large percentage of youths
are experiencing the risk of poverty and social exclusion. As a result every effort needs to be
directed at improving social inclusion measures in those areas where people are mostly
experiencing poverty and social exclusion.
Malta aims to meet the challenges of social inclusion by addressing also labour market
weaknesses and strengthening social cohesion to prevent vulnerability and combat poverty. It is
Government Policy to make work as attractive as possible for men and women, and in particular
for disadvantaged groups, while ensuring a minimum income for those unable to work.
Government intends to give opportunities to those receiving unemployment and other social
benefits in order to remain closely attached to the labour market, thus increasing their
employability prospects. Government recognises the role that Non Governmental Organisations
(NGOs), including culture NGOs, can play in the area of social exclusion. In this regard, their
involvement will be supported to increase the participation of disadvantaged groups in the labour
market and overall job creation.

Institutional Capacity building
Government recognizes that, despite successful measures taken over the past years, the public
sector continues to be over-manned in certain areas. With Government responsible for over 33
per cent of productive employment, over-manning and under-productivity in some areas are two
reasons why the economy is under performing. The Government realizes that decisions in this
area are also required if Malta is to realize its objective to attain a vibrant economy.
Government also recognizes that effective and efficient performance in Government will not be
attained if the re-structuring of these entities is based on the premise that they will continue to
hold on to surplus staff. Government entities should be put on a lean-and-mean basis with
surplus staff being designated as such and placed in a surplus pool. The policy of re-deployment
within the public sector and also from the public sector to the private has started. Government
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intends to build upon results already achieved. The focus on re-deployment will require support
for re-skilling and re-training of surplus or non-productive employees.
In order to consolidate, sustain and further improve the role of the public administrative capacity,
further changes are required to ensure that the Public Service remains capable of meeting
administrative needs and public expectations in the 21st century, especially now that Malta is well
on course towards European convergence. Government’s efforts in the field of administrative
reform include the furthering of a number of initiatives such as the enactment of a Public Service
Act, the safeguarding of better regulation, consolidated financial management, the rationalisation
of public sector resources, facilitating / streamlining of government back-office operations,
through the concept of an ICT consolidation environment and the continued implementation of
value added E-Government initiatives.
Over the past years Government has invested heavily in its human resources complement
through scholarships locally and abroad and also annual training programmes in a number of
areas. Investing more, and more effectively in public sector employees through life-long learning
measures is essential to support Government in its reforms and particularly in view of the
challenges the sector is facing since Malta’s accession to the EU. In this regard the role of the
Staff Development Organisation as the main training arm of Government is critical. Moreover,
other agencies and departments such as the Management and Personnel Office within the Office
of the Prime Minister can contribute further to the objective of achieving an efficient and effective
public sector.
There is also an increasing need for Government to strengthen its role in attracting more people
to the labour market and making work a real option for all. This calls for the strengthening and
modernization of effective employment services. Specific measures should address the level of
service provided by enhancing and upgrading the skills levels at the national employment agency
and other related bodies. In this context Government recognizes the important role that
stakeholders and partners - including the representatives of local government, the socioeconomic partners and non-profit organisations – play in the achievement of the country’s socioeconomic objectives. Adequate capacity is crucial and Government is committed to support the
efforts (e.g. via training and support for networking) of local government and the civil society
towards this end.

4.4.4

Strategic Objective 4 - Addressing Gozo’s regional distinctiveness

The previous three Strategic Objectives are aimed at addressing socio-economic development
across the whole territory. Measures taking place and aimed at addressing the socio-economic
development of the whole territory, will be mainstreamed in the other objectives, however there
are specificities when considering the development of Gozo. This Strategic Objective is aimed at
supporting measures which address the distinctiveness and specificities of the Island. The
rationale underlying the proposals is that Gozo as an Island Region should pursue a path of
economic development that is specific to it, and not replicate that of the Island of Malta. A
distinctive economy is more likely to provide sustainable, long-term economic growth and would
give Gozo the opportunity to under-play the effects of its inherent disadvantages while working to
make up for them through enhanced efficiency.
Over the past five years Gozo has experienced considerable progress across various socio
economic areas. In order to address Gozo’s full economic potential, policy objectives should be
directed at addressing three fundamental factors, namely small size, peripherality (from the larger
Island) and double insularity. Strategic Priority 4 addresses Gozo’s regional distinctiveness and
focuses on enterprise promotion, the accessibility and inter-island transportation issues and
human capital and skills.
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Figure 4.6

NSRF Strategic Objectives 2007-2013
Enterprise promotion

Strategic Objective 4:
Addressing Gozo's regional
distinctiveness

Accessibility and inter-island
transport
Human capital and skills

Gozo’s regional distinctiveness arises from a variety of factors including the island’s double
insularity as a small island on the periphery of another island, its distinctive socio-economic
development, and its fragile natural environment. The need to address Gozo‘s regional
distinctiveness are specifically linked to mitigating the double insularity issues - primarily
accessibility factors - and efforts to promote economic activity and increase employment.
Statistics show that Gozo’s GDP per capita has declined from 73.2 per cent of that of Malta in
1999 to 69.3 per cent in 2003.94 The decline in Gozo’s GDP per capita highlights the need for a
specific holistic approach to boost the island’s economic growth. Government’s objective to
address Gozo’s special needs are translated by a commitment to spend a minimum of 10.0 per
cent of Cohesion Policy resources on measures contributing to Gozo’s socio-economic
development.

Enterprise promotion
As an island on the periphery of another small island and with a relatively small population, Gozo
is faced with an extremely restricted internal market and limited export opportunities. Over the
years, this has resulted in a sharp drop in activity in the traditional manufacturing sectors such as
textiles, making the island highly dependent on tourism, crafts and agriculture for employment.
The development of new economic activities based on Gozo’s perceived strengths, in particular in
the services sector, is envisaged to provide the key impetus towards economic restructuring
towards more knowledge based economic activities. There is a need for infrastructural
investment in those sectors that can contribute to the creation of sustainable job opportunities,
such as educational/vocational infrastructures, ICT and tourism facilities. In particular, ICT can be
effectively used to mitigate the negative impacts of double insularity on enterprise development
and employment opportunities for the Gozitans in general.
The manufacturing industry in Gozo exhibits high market concentration and is heavily influenced
by transport costs. Industry in Gozo, which accounts for around 13 per cent of employment
activity in the island, is rapidly losing competitiveness due to increasing operational costs, mainly
related to transport, and the opening up of markets to lower priced imports. The status quo
warrants for a re-consideration of the types of activities that are sustainable for Gozo and which
94

Gozo’s GDP performance is underpinned by constraints on economic production possibilities and the ability to reap
economies of scale; the lack of diversification of products, especially for the export sector; high transport costs; low
attractiveness for investment opportunities; a relatively large public-sector activity; and a marked lack of absorption of
technological capacities. Small size and insularity may also lead to increased environmental vulnerability, especially when
one considers that Gozo has a very limited land area and a relatively large coastline.
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are less affected by the disincentives of the territory and can offer the added benefit of synergies
with other sectors. Such restructuring should focus on the contribution of micro firms mainly
engaged in crafts and cottage industries. This industry is well-established in Gozo and has the
potential for further development in relation to the synergies that it provides with other important
sectors such as agriculture and tourism. The services sector exhibits growth potential and can
compensate somewhat for the loss in production employment. However, this sector requires
investment in infrastructural facilities to create the right environment to facilitate investment in ICT
related activities, particularly in areas such as financial services and the creative industries This
sector needs to be exploited since such activities contribute high value added and are not
excessively disadvantaged by the inevitable inter-island transport costs.
In the case of Gozo, tourism warrants a specific mention. Tourism is the mainstay of the Gozitan
economy. From a supply-side point of view, tourism activity is relatively more important for
employment in Gozo than in Malta. Gozo has distinct advantages for tourism, including, natural
assets as well as cultural and heritage attractions, which provide potential for further exploitation.
Government believes that there is capacity to develop further tourism activity, while from the
demand-side there are significant areas of potential niche demand expansion such as business
and conference tourism. This strategy requires the development of the relevant infrastructures to
render Gozo as an all-year round attractive tourist destination. This will not only help maintain
existing tourist levels, but aims to provide the potential to increase the number of tourists who visit
Gozo, particularly during the off-peak season and help to extend the length of stay of visitors.
More tourism activity in Gozo will make a significant contribution to job creation and economic
growth. From a supply side point of view, Gozo possesses the potential to develop further its
tourism industry by way of 5-star and 4-star hotels, upper-class farmhouse accommodation,
natural amenities and cultural heritage. All these factors call for a strategic and coordinated
approach to marketing with a view to attracting specialist tourism to Gozo as a destination in its
own right. This type of tourism is normally of a higher spending nature than other types and is
also less subject to seasonal fluctuations. Government is aware of the balance that needs to be
achieved in preserving Gozo’s natural heritage, itself a tourist niche area, and the provisions of
services for a higher spending tourist as mentioned above.
Compared to Malta, the island of Gozo has endured less urban development and has managed
to safeguard much of its natural beauty and rural feel. This provides the island with a clear
competitive advantage, in particular in the tourism sector. Maintaining the fragile balance between
economic and urban development on the one hand and environmental protection, including
Gozo’s cultural assets, on the other hand, remains central to this strategic objective. The
environment should not be viewed as solely essential for the quality of life of the population, but
also as the crucial element for the way forward in the niche economic activities identified for
Gozo. To date, Gozo maintains a reasonably wholesome environment; however a number of
challenges are emerging with regards to the environment, in the form of issues related to waste
management and water quality. It is mandatory that the right balance be obtained between the
environmental and economic dimensions, so that the two may complement each other and not
act as rival forces that are likely to disrupt the country’s projects in both spheres.

Accessibility and inter-island transport
Gozo’s peripherality to the mainland’s main commercial infrastructure gives rise to its double
insularity, which, in turn, leads to constraints on the movement of persons, goods and services.
The constraints are the cause of additional financial burdens and time delays for Gozitans,
visitors and economic operators active on the smaller island. The issue of double insularity
impacts negatively on all sectors of the economy and also undermines the quality of life on the
island, given the limitations on accessibility to and from the main island for important services,
such as, education and training, specialised health care and employment opportunities. In this
regard the Strategic Objective will support the programme of expansion of essential services in
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Gozo in order to facilitate access and thereby contributing also towards the other Strategic
Objectives of the NSRF, namely competitiveness and quality of life.
Access to the island is primarily provided by a ferry service between the ports of Cirkewwa in
Malta and Mgarr in Gozo. The availability of the service is dependent on weather conditions,
adding further uncertainty to an already costly and time consuming form of transportation. Gozo’s
limited external accessibility is worsened by a limited internal accessibility as a result of a single
access road to and from the port of Mgarr. Facilitating inter-island access remains a priority for
the Government.
Access to and from the port of Mgarr, as well as, within the island, is highly congested and, at
times, is totally blocked in strategic parts of the island. Congestion exerts a significant negative
impact on the environment and on economic activity, notably tourism. This situation calls for
higher investment in road infrastructure and in particular the construction of a new access road at
the lower junction of the port of Mgarr so as to ensure access to and from this only entry and exit
point at all times. Mobility within and around Gozo needs to be improved through the
reconstruction and upgrading of parts of the road network. Better infrastructure is expected to go
a long way to mitigate transport inefficiencies and associated costs faced by Gozo’s economic
operators and consumers.

Human capital and skills
Gozo’s economic activity and growth is underpinned by a low labour market activity rate with
extensive employment in lower-value added activities. This largely reflects the competitive
disadvantages of Gozo, where available jobs are of a relatively low skilled nature. There exists
also a significant number of Gozitans working in Malta because of insufficient employment
opportunities in the island. Gozo’s labour market situation is different from Malta’s labour market
in particular with regards to the level of ‘underemployment’. Instead of moving or commuting to
Malta for employment, a significant segment of the Gozitan population prefers employment or
self-employment in Gozo, even though the activity may not be sufficient to support full productive
employment.
The lower employment rate characterising Gozo is a combination of two factors: an
unemployment rate that is slightly higher than the one for the Island of Malta and a markedly
lower labour market participation rate, especially for women. It is not only the extent of the
unemployment rate that is significant, but also some important features in its compositions. While
most unemployed persons are in elementary occupations (labourers, agricultural workers,
machine operators, and repair-related capacities), the bulk of job vacancies are recorded in the
service industries. In addition, for Gozo, seasonality translates into higher registered
unemployment in winter when compared to summer and the shoulder months.95
Gozo‘s high population density (at 458 persons per square kilometre) puts a strain on the island’s
small land area and supports an economy primarily based on tourism and agriculture. Economic
seasonality has an important impact on the Gozitan labour market. Low participation rates,
especially for women largely reflect the unavailability of full time productive jobs in Gozo, leading
to seasonal, part-time and irregular employment.
The economic and labour market status quo warrants interventions on various fronts to ensure a
skilled labour force and to create the much needed job opportunities in Gozo. The fact that an
increasing number of higher education students from Gozo have to commute to Malta on a
95

In addition, total part-time employment in 2005 stood at 3,316 persons, with nearly 1,800 persons holding a part-time
job as a primary job. While this trend is an indicator of certain positive elements in the labour market which hold
advantages for employee as well as employer, the possibility that, in the case of Gozo especially, part-time employment is
a second-best alternative to a lack of full-time jobs available cannot be excluded.
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regular basis to continue education / undergo training highlights the need to step up investment in
human capital through an increase in the provision of vocational education, training and retraining
schemes on the Island. There is also a need to increase labour market participation rates,
particularly female participation; improve the employability of the unemployed; reduce labour
market frictions; and encourage the unemployed particularly those with entrepreneurial potential
to engage in entrepreneurial activity.

4.5 NSRF Core Target and Impact Indicators
Having described the NSRF Strategic Objectives, the link of the strategic objectives with a
number of core target indicators is henceforth analysed. It is envisaged that the NSRF Strategic
Objectives will be measured and assessed according to the attainment of a number of core target
indicators. Figure 4.7 highlights the Overall Vision for Malta over the 2007-2013 period and
presents these NSRF Core Target Indicators.
The Overall Vision 2007-2013 is underpinned by the dual goals of Convergence and Cohesion.
Convergence refers to the goal of converging Malta's GDP per capita to that of the EU25 average
(in PPP terms). An indicator for convergence is deemed important since Malta’s efforts for socioeconomic development through Cohesion Policy 2007-2013 is driven by the objective to
converging the country’s socio-economy more closer to the best performers in the EU25. As a
result, GDP per capita (in PPP terms) has been selected as the most appropriate macroeconomic indicator suitable to measure this transition. The target for convergence is to develop
from the present 69.2 per cent (2005) to 74.0 per cent (2013).96
Cohesion refers to the goal of increasing Gozo's GDP per capita as a percentage of that of Malta
(in PPS terms). An indicator for cohesion is considered important since Malta’s efforts for socioeconomic development through Cohesion Policy 2007-2013 must also be based on equal
development across the territory. Hence, the need for the Gozo’s socio-economic development to
be in line with Malta’s economic performance and therefore establish a cohesive national
development process. For this reason, the economic indicator of Gozo’s GDP per capita as a
percentage of that of Malta (in PPS terms) has been selected. The target for cohesion is to move
from 71.0 per cent (2003) to 78.0 per cent (2013).
The target indicators for the overall vision 2007-2013 rests on the objectives of increasing
competitiveness and achieving growth in jobs. These objectives also form the basic thrust of the
Lisbon strategy.
One of the key objectives of the NSRF is to bolster Malta’s economic competitiveness and a key
economic indicator through which to measure this objective is exports of goods and services. To
this end, the indicator to measure Malta’s achievements in competitiveness is set as the
percentage increase in nominal exports of goods and services. The target envisaged is a 4.0 per
cent increase over the 2007-2013 period.
Another key objective of the NSRF is to achieve growth in jobs and employment in the economy.
The indicator for growth in jobs is set as the percentage increase in the employment rate. The
target is set for the employment rate to increase from 54.3 per cent in 2005 to 57.0 per cent in
2013.

96

EU average excluding Romania and Bulgaria.
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Figure 4.7

NSRF Core Target and Impact Indicators

Overall Vision
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Notes
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EU average excluding Romania and Bulgaria

4.6

Consistency of the Strategy with Other Programmes

4.6.1

Territorial Co-Operation

Closer cooperation across EU regions can contribute to the speeding up of economic
development and the achievement of higher growth. The development of the potential of the EU
territory for increased competitiveness beyond national borders is one of the objectives of
Cohesion Policy. In the cross-border and trans-national context, transport, water management
and environment protection are clear examples of challenges requiring a focused and integrated
approach that goes beyond national boundaries.

European Territorial Co-operation 2004-2006
Malta is currently participating in the following territorial cooperation programmes:
-

Interreg IIIA Malta – Italia Programme (Cross-border strand);
Interreg IIIB ARCHIMED and MEDOCC Programmes (Trans-national strand);
Interreg IIIC South Zone Programme (Inter-regional strand).
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The experience is still relatively at its initial stages (two years) given that in Malta territorial cooperation programmes came on board after accession to the European Union.97 The first months
have been largely taken up with the programming exercises where a new programme was
created for the cross-border strand while other existing programmes had to be reviewed and
amended in order to cater for the participation of Malta and other regions from the New Member
States.
The Programmes have now reached the start of implementation and there are currently over 50
projects with Maltese partners under the three strands, with a total ERDF value of 5.4 million
Euros. The main priorities under the different strands include environment; accessibility;
enterprise development; tourism and culture valorization; sustainable urban development, and
territorial cohesion issues. The projects are largely soft in nature consisting mainly of networking
of stakeholders, actions to facilitate the understanding of common problems, the development of
common strategies and action plans, and the development and exchange of good practice and
experiences.

European Territorial Co-operation 2007-2013
The ERDF will contribute towards the financing of the “European Territorial Co-operation
Objective” consisting of three strands: cross-border, trans-national and inter-regional. Under the
European Territorial Cooperation Objective, Malta will be taking part in operational programmes
for:
-

Cross-border cooperation with Italy (parts of Sicily);
Trans-national cooperation between EU Member States in the Mediterranean space;
Inter-regional cooperation in the European Union among all the Member States.

Moreover, Malta will also be eligible for the Mediterranean Programme under the ENPI. Malta’s
objective under the territorial co-operation programmes is to continue to build on the 2004-2006
experience whilst emphasising more the territorial dimension to the programmes, particularly the
issue of Islands. Malta’s priority areas for the territorial co-operation programmes include the
environment, accessibility (including information society), sustainable tourism and the valorization
of culture, enterprise, the promotion of R+D, innovation and the valorization of the human
potential. Over and above these three sectors, Malta will propose a number of other themes – as
relevant to the respective programmes - such as the challenge of illegal immigration in the case
of the Italia-Malta Cross Border Programme.
The priority themes identified by Malta and its partners all contribute to the achievement of the
NSRF Strategic Objectives. Malta believes that co-operation with Partners in the region and
beyond will provide opportunities for the country to engage in networks and exchange ideas in
areas critical to the development of the Islands. Moreover, ideas and results of the actions
undertaken under the territorial co-operation can feed into mainstream programmes as is the
case at present with respect to themes such as urban regeneration.

4.6.2 Other Financial Instruments and Programmes
The 2007-2013 Cohesion Policy programmes will coincide with the implementation of initiatives
under a number of other Financial Instruments from which Malta is benefiting as a result of its
accession to the European Union.98 These include the Transition Facility for Institution Building
and a number of Community Programmes, such as those related to R&D, competitiveness and
97

Malta was not eligible to the Phare 1BC Programme.
The consistency between Cohesion Policy Programmes themselves (convergence and territorial) is being described
under a different section of this document.
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innovation, environment, education, culture, environment, justice and home affairs and also
financial mechanisms such as those being made available by Norway and the European
Economic Area countries.
Since the Pre-Accession period, Malta has been a very active participant in a number of
Community Programmes, primarily the research programmes and the education and training
programmes. Organisations such as the University of Malta and the Malta Council for Science
and Technology have been leaders in the research programmes, however most of the projects so
far have been initiatives aimed at strengthening the institutional capacity of the country (mainly
the public sector side) in the area of science and research. Cohesion Policy 2007-2013 is
expected to contribute effectively to the reaching of Malta’s targets with respect to R&D
expenditure. Cohesion Policy will continue to invest in R&D related public infrastructure and also
to stimulate and promote an RTDi culture in Maltese firms through the interventions planned
under Operational Programme I co-funded through the ERDF. The ultimate objective is also to
provide a better base, at the national level, for a higher level of participation by Maltese
organisations (public and private) in the relevant Community Programme.
Over the past six years, the Community Programmes dealing with education and training have
contributed significantly to the human resource development in Malta and Gozo. Hundreds of
pupils, students, employees and a number of socio-economic partners have participated in
projects, mobility actions and networking initiatives. Malta is also increasing its participation in
other Programmes under other sectors such as environment and culture. The Community
Programmes will continue to complement the initiatives under Cohesion Policy, particularly at the
level of schools, partner organisations and civil society. The Transition Facility has carried on
from where the Pre-Accession instrument left off. Its interventions are primarily targeted at
capacity building of the country to understand and implement the Acquis in a number of areas.
Clearly there is consistency between the Transition Facility and at least two NSRF Strategic
Objective, namely 2 and 3.
One of Government’s priority areas for participation in Community Programmes is the problem
of illegal immigration and refugees. Initiatives undertaken through these instruments will
complement the efforts in this area that will be made by Cohesion Policy, particularly under the
focus area social inclusion of NSRF Strategic Objective 3. The environment programme Life has
been critical to certain areas of the environment sector. Malta’s participation in the Programme
dates back years, well before accession.99 The programme has not only contributed to physical
actions in the field of environment but has been a useful tool for the capacity building of public
sector and NGOs alike on the matter of Community funding.
With regard to the EEA/Norwegian Financial Mechanisms, it is expected that Malta will start
implementing the projects for the 2005-2009 period in the last quarter of 2006. Priority areas for
Malta are culture heritage, environment and the implementation of the Schengen Acquis. Two of
these areas, namely environment and cultural heritage are in line with the priorities identified
under Cohesion Policy 2007-2013, however given the very limited budget under the
EEA/Norwegian mechanisms and the fact that the projects under both mechanisms are chosen,
the risks of duplication of efforts is non-existent. On the other hand, the complementarity
between the initiatives co-funded under the EEA/Norway financial mechanisms and Cohesion
Policy 2007-2013 is expected to be on the high side.
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At the time participation was limited to the Life Third Country Strand.
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Chapter 5 – Operational Programme & Financial Tables
The NSRF strategic objectives which have been covered in the precedent chapter are earmarked
to be operational with the establishment of two Operational Programmes - Operational
Programme I (OP I) “Investing in Competitiveness for a Better Quality of Life” under the Cohesion
and the ERDF and Operational Programme II (OP II) “Empowering people for more jobs and a
Better Quality of Life’’ under the ESF. The interrelationship between the NSRF and the two
Operational Programmes is illustrated in Figure 5.1.
Figure 5.1

NSRF – STRATEGIC OBJECTIVES 2007-2013
Strategic Objective 1

Strategic Objective 2

Strategic Objective 3

Strategic Objective 4

Sustaining a growing,
knowledge-based,
competitive economy

Improving Malta’s
attractiveness and the
quality of life

Investing in human capital

Addressing Gozo's
regional distinctiveness

Supporting enterprise

Improving and expanding the
transport infrastructure

Education and employment

Enterprise promotion

Mobilizing investment in RTDi

Environment and risk
prevention

Social inclusion

Accessibility and inter-island
transport

Sustaining the tourism industry
and promoting culture

Energy

Institutional building

Human capital and skills

Urban regeneration

E-Society

Health

Operational
Programme I
(Cohesion Fund,
ERDF)

Operational
Programme II (ESF)

Investing in
competitiveness for a
better quality of life

Empowering people for
more jobs and a better
quality of life

Objective 1

Objective 1

Sustaining a growing,
knowledge-based, competitive
economy

Investing in human capital

Objective 2

Objective 2

Improving Malta's
attractiveness and the quality of
life

Support labour market
structures
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5.1

Operational Programme I (Cohesion Fund and ERDF)

Operational Programme I “Investing in Competitiveness for a Better Quality of Life”
(Cohesion Fund and ERDF) has two objectives: Objective 1 of Sustaining a growing, knowledgebased competitive economy, and Objective 2 of Improving Malta’s attractiveness and the quality
of life. Figure 5.2 highlights the various components of Operational Programme I. The central
themes of this Operational Programme are to improve the country’s competitiveness through the
generation of a better quality of life.
Figure 5.2
Operational Programme I (Cohesion Fund, ERDF)
Investing in competitiveness for a better quality of life

Axis 1 - Enhancing
knowledge and
innovation

Objective 1

Objective 2

Sustaining a growing,
knowledge-based,
competitive economy

Improving Malta's
attractiveness and the
quality of life

Axis 2 - Promoting
sustainable tourism

Axis 3 - Developing
the TENT-T (CF)

Axis 5 Safeguarding the
environment (CF)

Axis 4 - Upgrading
services of general
economic interest

Axis 6 - Urban
regeneration and
improving the
quality of life

Technical Assistance and Administrative Capacity Building

As highlighted in Figure 5.2, Objective 1 of Sustaining a growing, knowledge-based, competitive
economy is underpinned by two Axes: Axis 1 of enhancing knowledge and innovation and Axis 2
promoting sustainable tourism. These objectives aim at supporting entrepreneurship, promoting
export development, mobilizing investment in RTDi, sustaining the tourism industry and
promoting culture. Objective 2 of Improving Malta’s attractiveness and the quality of life is
underpinned by four Axes: Axis 3 developing the TEN-T, Axis 4 of upgrading services of general
economic interest , Axis 5 of safeguarding the environment (including risk prevention) and Axis 6
of urban regeneration and improving the quality of life. These Axes refer to diverse but interrelated dimensions to secure a better quality of life for the Maltese population, as well as,
measures aimed to improve the attractiveness of Malta as an ideal investment location and a
country with a good quality of life. Objective 1 and 2 and the Axes are underpinned by technical
assistance and administrative capacity building measures.
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The NSRF Strategic Objectives of most relevance to Operational Programme I are Strategic
Objective 1 Sustaining a growing, knowledge-based, competitive economy and Strategic
Objective 2 Improving Malta’s attractiveness and the quality of life.
Operational Programme I targets the NSRF Strategic Objective 1 through investment to support
entrepreneurship and promote tourism and the Maltese cultural product. The former will be dealt
with in two ways – by addressing the existing industry base, reinforcing it, through restructuring
and other methods and orient it towards the manufacture of quality, high value-added products.
Secondly, new investment will be channeled towards targeted areas, which include various
sectors that are already proving their worth, particularly the pharmaceutical, high-tech
manufacturing sectors and the growth sectors in the service industry. Sustaining such an industry
and promoting further growth presents a case for a substantial increase in national focus on R&I.
With regards to tourism, planned efforts include developing products that would enable Malta to
be marketed as a high-quality tourist destination with a unique cultural heritage of World Heritage
status.
The interventions falling within Priority Axes 3 to 6 at Operational Programme level will address
Strategic Objective 2 of the NSRF by investing in accessibility (transport and and e-society), nonconventional sources of water, better utilization of energy resources, municipal waste
management and waste water management, risk prevention, halting loss of biodiversity, urban
regeneration and social infrastructure including health.
The NSRF strategic objective of Investing in human capital, will be directly addressed by
Operational Programme II. Furthermore, and in recognition of the important role played by
education, social welfare and health care in improving human capacities, considerable
investments in related infrastructure are envisaged under the aegis of Operational Programme I.
Also, it is highly likely that the impacts of all Priority Axes under Operational Programme I will
result in increased levels of employment and thereby, directly contribute to Strategic Objective 3.
Interventions under Operational Programme I will also contribute to the NSRF strategic objective
of addressing Gozo’s regional distinctiveness by promoting enterprise and key economic sectors
on the sister island and improving inter-island accessibility.

5.2 Operational Programme II (ESF)
Operational Programme II “Empowering people for more jobs and a better quality of life”
(ESF). The overall objective of this Operational Programme is to raise the overall employment
rate. The overall objective of the Operational Programme II, will be achieved through the
attainment of two operational objectives of Investing in human capital and Strengthening labour
market structures. Figure 5.3 illustrated the main components of Operational Programme II.
Investment in human capital aims to improve the quality of education and skills level of the labour
force to achieve the necessary flexibility in the labour market for it to be in a better position to
respond to the needs of Malta’s economic growth and development, whilst supporting
disadvantaged segments of the population. This objective includes support to enterprises to help
them face the ever changing challenges of the market and sustaining a growing competitive
economy. The operational objective of strengthening labour market structures aims to increase
the employment rate by ensuring that those facing difficulties or barriers to enter work or to retain
employment are supported.
The NSRF strategic objective of most relevance to this Operational Programme is Investing in
human capital, which focuses on education and employment. This NSRF strategic objective
supports the provision of quality life-long education for all, leading towards the maximum possible
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fulfilment of the potential of every person. It also supports the fostering of a knowledge-based
culture to improve the country’s competitive edge, in line with the nation’s needs with regard to
sustainable growth and development. The NSRF focuses on the need to support an increased
supply of knowledge workers, improving the adaptability of the workforce and implementing a lifelong learning perspective, increasing employment rates in disadvantaged segments of the
population, as well as, administrative capacity building.
Another NSRF strategic objective of direct relevance to this Operational Programme is
Addressing Gozo’s regional distinctiveness, which supports human capital and skills aiming
towards a skilled labour force and creating job opportunities in Gozo. This strategic objective
focuses to support Gozo’s economic activity and growth, which is currently underpinned by a low
labour market activity rate with extensive employment in lower-value added activities,
considerable rates of ‘underemployment’ and high levels of economic seasonality.
Figure 5.3

Operational Programme II (ESF)

Empowering people for more jobs and a better quality of life

Objective 1

Objective 2

Investing in
human
capital

Strenghtening
labour market
structures

Priority 1 Improving
Education and
Skills

Priority 3 Promoting an equal
and inclusive labour
market

Priority 2 Investing in
employability and
adaptability of the
workforce

Priority 2 Investing in
employability and
adaptability of
the workforce

Priority 4 Strenghtening
institutional and
administrative
capacity

Priority 3 Promoting an equal
and inclusive
labour market

Priority 4 Strenghtening of
institutional and
administrative
capacity

Technical Assistance

This Operational Programme will support strategic objective 1 of the NSRF Sustaining a growing
and knowledge-based, competitive economy in that it will provide the human resource component
necessary support for the transition to a competitive, knowledge based economy. NSRF’s
strategic objective 2 Improving Malta’s attractiveness and the quality of life will also be indirectly
supported through this Operational Programme in that it will support ICT, environment and health
related training.
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5.3 Financial Tables
Table 5.1 highlights the indicative annual allocation by Fund and Programme, in €.

Table 5.1
NSRF Financial Tables
CONVERGENCE

COMMUNITY PARTICIPATION

OP

Fund

Total

2007

2008

2009

2010

2011

2012

2013

ERDF+CF

728,123,051

103,447,904

106,087,815

105,674,406

104,434,641

104,843,333

102,877,021

100,757,931

ERDF

443,978,031

77,119,337

70,942,088

63,751,300

52,949,924

52,328,922

58,387,885

68,498,575

CF

284,145,020

26,328,567

35,145,727

41,923,106

51,484,717

52,514,411

44,489,136

32,259,356

ESF

112,000,000

9,000,000

9,000,000

12,000,000

16,000,000

18,000,000

22,000,000

26,000,000

TOTAL all Funds NSRF 2007 – 2013

840,123,051

112,447,904

115,087,815

117,674,406

120,434,641

122,843,333

124,877,021

126,757,931

Total ERDF

443,978,031

77,119,337

70,942,088

63,751,300

52,949,924

52,328,922

58,387,885

68,498,575

Total CF

284,145,020

26,328,567

35,145,727

41,923,106

51,484,717

52,514,411

44,489,136

32,259,356

Total ESF

112,000,000

9,000,000

9,000,000

12,000,000

16,000,000

18,000,000

22,000,000

26,000,000

EAFRD

76,633,355

12,434,359

11,527,788

10,656,597

10,544,212

10,347,884

10,459,190

10,663,325

EFF

8,372,329

1,302,718

1,205,236

1,139,336

1,033,596

1,054,268

1,209,073

1,428,102

ERDF and CF
OPI

ESF
OPII
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Chapter 6 – Verification of Additionality
6.1 Executive Summary
The Maltese authorities have determined the annual average level of national eligible expenditure
to be maintained in the programming period 2007-2013 at € 106.831 million at 2006 prices. This
is an increase of 3.4 per cent over the € 103.271 million annual average registered for the 20042005 reference period. As can be seen from Table 6.1, a rise is projected in all the four
categories with a major increase in Productive Environment expenditure of 6.8 per cent over the
€34.197 million annual average 2004-2005 level.

Table 6.1
Annual average reference level of national eligible spending and its % increase / decrease
Annual Average
2007-2013
Sector

Annual Average
2004-2005

Increase /
(Decrease)

Increase /
(Decrease)

National

National

2006 Prices (€ '000)

2006 Prices (€ '000)

Euro'000

%

Basic Infrastructure

52,207

51,542

665

1.3

Transport

13,731

15,209

-1,478

(9.7)

233

0

233

0

Energy

12,120

16,349

-4,229

(25.9)

Environment & Water

23,891

18,309

5,582

30.5

Health

2,232

1,675

557

33.3

Human Resources

17,856

17,519

337

1.9

Education

9,529

10,976

-1,447

(13.2)

Training & RTD

8,327

6,543

1,784

27.3

Productive
Environment

36,537

34,197

2,340

6.8

Industry & Services

13,323

9,228

4,095

44.4

Tourism

23,214

24,969

-1,755

(7.0)

Other

231

13

218

1677

Child Minding / Gender
Equality

182

5

177

3540

Technical Assistance

49

8

41

513

106,831

103,271

3,560

3.4

Telecommunications

TOTAL

103

thousand Euros

Figure 6.1- National Eligible Expenditure (2006 prices)
60,000
Basic
Infrastructure
50,000

40,000

Productive
Environment

30,000
Human
Resources
20,000

10,000
Others
0

Annual Average 2004-2005

Annual Average 2007-2013

The annual average level of EU spending during the 2007-2013 programming period is projected
to reach €57.6 million at 2006 prices. The national co-financing level, on the other hand, is
targeted at €11.081 million.
During the 2007-2013 programming period investment shall be mainly focused on Basic
Infrastructure, with 47.7 per cent of the total eligible expenditure expected to be incurred under
this category. Expenditure on Human Resources will constitute 20.1 per cent of the total eligible
expenditure, whereas 30.4 per cent is expected under the other major category, Productive
Environment. Table 6.2 provides a breakdown of the total eligible expenditure by component for
both the 2004-2005 reference period and the 2007-2013 programming period.
EU funding is split between the categories in the following proportions: Basic Infrastructure 45 per
cent, Human Resources 26 per cent, Productive Environment 24 per cent and other 5 per cent.
These proportions are indicative and will need to be discussed with the Commission following
Malta’s submission of the Operational Programmes.

6.2 The Process of Additionality Verification
The verification of additionality is to take place at three points in time: ex ante, at mid-term and at
the end of the period.
6.2.1

Ex ante verification

The ex ante verification of additionality is in compliance with Article 15 of Council Regulation (EC)
No 1083/2006 laying down general provisions on the European Regional Development Fund, the
European Social Fund and the Cohesion Fund, and with the methodological guidelines provided
by the Commission.

104

On the basis of the 2004-2005 level of expenditure and taking into account the forecast
macroeconomic trends the Maltese authorities have determined that the annual average
expenditure for the 2007-2013 programming period to be maintained is € 106.831 million at 2006
prices, a 3.4 per cent increase over the € 103.271 million annual average expenditure in the
2004-2005 reference period.

6.2.2

Mid-term verification

Mid-term verification of additionality shall occur in the year 2011. Additionality is regarded as
verified if the annual average of national public expenditure in the period 2007-2010 has reached
the level of expenditure agreed on ex-ante. In consultation with the Commission, the required
level of structural expenditure may be modified if the economic situation, prevailing at the time the
ex-ante assessment has been made, will have changed significantly. Such a modification will be
conditional on the Maltese authorities fulfilling the obligations in terms of meeting the following
deadlines:



By the 31st July 2011 – submission of aggregate and annual tables with final data for the
years 2007-2009 and provisional data for 2010;



By the 31st October 2011 – if necessary, methodological corrections on the basis of the
Commission’s comments;



31st December 2011 – deadline for the submission of any further information

6.2.3

Ex-post verification

A verification shall take place on 31 December 2016. Additionality is regarded as verified if the
annual average of national public eligible expenditure in the years 2007 to 2013 has at least
reached the level of expenditure agreed on ex ante or revised at mid-term. The Maltese
authorities will present information according to the following calendar:


By the 31st January 2016 – submission of aggregate and annual tables with final data for
the years 2007-2013;



By the 31st March 2016 – if necessary, provision of methodological corrections based on
Commission’s comments;



30th June 2016 – deadline for the submission of any further information required.
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Table 6.2
Total eligible expenditure (EU+National) broken down for categories
Annual Average 2007-2013
Sector

National + EU

Annual Average 2004-2005
% of Total

2006 Prices (€ '000)

National + EU

% of Total

2006 Prices (€ '000)

Basic Infrastructure

78,433

47.7

51,638

49.6

Transport

19,291

11.7

15,263

14.7

Telecommunications

1,547

1.0

0

0

Energy

16,718

10.2

16,349

15.7

Environment & Water

37,716

22.9

18,351

17.6

Health

3,161

1.9

1,675

1.6

Human Resources

33,034

20.1

17,969

17.3

Education

14,339

8.7

11,016

10.6

Training & RTD

18,695

11.4

6,953

6.7

Productive Environment

50,066

30.4

34,387

33.1

Industry & Services

20,136

12.2

9,411

9.0

Tourism

29,930

18.2

24,976

24.0

Other

2,898

1.8

50

0.0

Child Minding / Gender
Equality

1,102

0.7

18

0.0

Technical Assistance

1,796

1.1

32

0.0

164,431

100.0

104,044

100.0

TOTAL

106

Figure 6.2- Breakdown of Total Eligible Expenditure
by Category, 2007-2013

Productive Environment
30.4%

Human Resources
20.1%

Other
1.8%

Basic Infrastructure
47.7%

6.3

The Evolution of the Macroeconomic Situation and
Main Macro-economic indicators100

The Maltese economy has been performing below its potential in recent years though positive
signs have been registered with a pick-up in growth in 2005. The general unfavourable
international economic environment together with increasing competitive market pressures
impinged on the local economy especially on its export-oriented sectors, given the high degree of
openness of the Maltese economy. In fact, exports as a percentage of Gross Domestic Product
(GDP) in real terms accounted for 88 per cent, while the ratio of imports of goods and services
stood at 98 per cent. On the domestic side, the increasing competitive pressures and the need to
proceed with the fiscal consolidation programme, have exerted constraints on growth
developments.
Recent data for developments in GDP growth and its main aggregates, suggests that following
the relatively low growth rates recorded in recent years, the first signs of an economic recovery
are getting increasingly evident. In 2001 and 2002, the rate of growth of GDP was -0.4 per cent
and 2.2 per cent respectively. A negative growth rate of -2.4 per cent was registered in 2003,
while the growth rate in 2004 was negligible. Nonetheless, positive signs have been registered in
2005 when real GDP increased by 2.2 per cent.
An analysis of the components of GDP provides more insight of the underlying factors
contributing to economic growth in recent years.
Following a marginal increase of 0.5 per cent in 2001 and a decline of 2.2 per cent in 2002,
private final consumption expenditure increased by 3.3 per cent in 2003, however, this was
followed by a decrease of 1.1 per cent in the subsequent year. Data for 2005 show that private
final consumption increased by 2.8 per cent. The relatively low growth rates recorded in this
100

The macro-economic impact of the NSRF has already been analysed within the Situation Analysis, however it is being
reproduced within this chapter for ease of reference.
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component of GDP over recent years partly reflect Governments’ fiscal consolidation process that
is currently underway.
Growth rates for gross fixed capital formation have fluctuated significantly during recent years
primarily due to significant one-off exceptional transactions which took place during the respective
years. This explains the sharp increase registered for year 2003. Gross fixed capital formation
increased by 0.8 per cent in 2004. Latest data for 2005 indicate an advance of 7.5 per cent. This
sustained increase in investment in the past few years is expected to result in long-term
economic growth.
Real exports of goods and services declined by 2.4 per cent in 2003, while an increase of 4.1 per
cent was registered in 2004. Imports for the same period increased substantially by 6.2 per cent
and 4.3 per cent respectively. During 2005, exports decreased by 6.2 per cent while imports
decreased by 1.8 per cent.
The decline registered in the export sector in recent years is partly a reflection of the relatively
subdued international economic environment, especially in the main trading partners, combined
with an increasing international competitive market. Moreover, it is noteworthy that the decline in
export was mainly attributable to developments in a major manufacturing company in the semiconductor sector. Indeed, some other sectors managed to register positive results, despite the
unfavourable conditions in the external market.
A significant increase in the trade deficit and a decline in the positive services balance were main
contributors of the deterioration in the current account since 2003. In 2004, higher reinvested
earnings contributed to a further deterioration in the current account. An increase in net outflows
by way of current transfers was also recorded. The widening of the current account deficit
experienced in the last years continued to increase in 2005, as the deficit stood at 10.6 per cent
of GDP.
The domestic labour market has been characterised by relatively weak conditions in recent years,
particularly as regards developments in full-time employment and in unemployment levels. The
process of economic adjustment triggered by industrial restructuring in both public and private
enterprises, fiscal consolidation, as well as sluggish growth in the economies of Malta’s main
trading partners and the steep rise in international oil prices posed an increased uncertainty that
affected employment developments. Moreover, the performance of the labour market during 2005
indicates the degree of resilience. The expansion in part-time employment and the improvement
in the full-time gainfully occupied population, as well as the decline in the number of registered
unemployed are noteworthy. It is notable that over the recent years, increasing importance is
being attached by both economic operators and employees to part-time work as the main
occupation. This indicates changing working patterns and the relative degree of flexibility of the
labour market.
Employment levels remained substantially unchanged in recent years. In fact, a slight decline of
0.5 per cent was registered in 2003 while a marginal increase of 0.6 per cent was registered in
2004. The full-time gainfully occupied population rose by 0.3 per cent reaching 137,937 as at the
end of 2005, when compared to December 2004. Meanwhile, the number of persons with a parttime job as their main occupation stood at 22,711 representing an increase of 10.5 per cent over
December 2004.
The number of unemployed persons registering under Part I and Part II of the Register expressed
as a percentage of labour supply was 5.6 per cent in 2003 and 2004. The unemployment rate
declined to 5.1 per cent in December 2005. In the period 2000-2004, employment in the private
sector, inclusive of temporary employees, was on an upward trend. Furthermore, in December
2005, private sector employment (inclusive of temporary employees) stood at 92,820, an increase
of 1,282 or 1.4 per cent over 2004.
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Labour productivity as measured by real output per employee declined by 0.3 per cent in 2005
when compared to the previous year. In 2003 labour productivity improved by 0.5 per cent whilst
in 2004 it declined by 0.6 per cent.
Percentage changes in the 12-month moving average in the Retail Price Index (RPI) show that
the inflation rate in Malta over the last two years has followed a gradually increasing trend. The
inflation rate increased from 2.8 per cent at the end of 2004, to 3.0 per cent in December 2005.
These inflationary developments have been largely due to domestic and international factors,
mainly reflecting the increase in international oil prices.
Developments over the recent years at a sectoral level show that a number of sectors have
registered notable improvements. In particular, one notes that the Maltese economy has become
more service-oriented and less dependent on industry and agriculture. The services sector
accounts for approximately 75 per cent of gross value added, whilst the industry sector accounts
for around 23 per cent of gross value added. In 2005 significant increases were recorded in the
financial intermediation, real estate, renting and business activities, construction and other
community, social and personal services activities more than offset the decreases recorded in the
manufacturing components of gross value added.

6.3.1

Details on the Macroeconomic Model used to forecast GDP

STEMM is the Short-term Economic Forecasting Model which is used to provide a systematic
basis to produce short-term forecasts of the main macro-economic variables for the Maltese
economy. The model is based on quarterly data and expenditure drives output and employment
in a normal ‘Keynesian’ manner. The equations in the model can be grouped into a number of
categories, primarily; GDP and the final expenditure components, sectoral value added, the
labour market, income, prices, trade and the balance of payments, and the Government budget.
A number of variables are not modeled but taken as given. Such variables are not regarded as
being influenced by developments in the local economy and are thus treated as exogenous in
nature. The main methodology adopted in the model is the Engle-Granger two-stage approach to
ensure an equilibrium condition over the medium to long term period.
The forecasts presented have been produced in November 2006 and are based on data updated
up to and including October 2006. It is assumed that GDP growth rates for the year 2010 and
thereafter follow the rates of growth projected for the year 2009. The following are the main
assumptions underpinning the base forecasts.





6.3.2

Economic activity among Malta’s main trading partners is expected to grow in line with
the Autumn Forecast for 2006 presented by the European Commission;
World oil prices are assumed to continue increasing in 2006, and increase slightly in the
rest of the forecast cycle;
Interest rates are assumed to remain constant throughout the forecast period;
Inventory changes are assumed constant at 1.7 per cent of GDP throughout the forecast
period.

Assumptions used to forecast Government Recurrent Revenue

In the local context, Government Recurrent Revenue is normally classified as either Tax Revenue
or Non-Tax Revenue. Tax Revenue comprises all the major direct and indirect tax sources of
Government, being Income Tax, Social Security, Value Added Tax, Customs and Excise Duties,
and Licences, Taxes & Fines. Non-Tax Revenue comprises a number of subheads, the major
component being Grants, which includes all funding received from the European Union.
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With respect to the 2007 - 2013 period under consideration, the forecasts of Government Tax
Revenue are underpinned by a general element of prudence throughout. On the basis of this
approach, the year-on-year forecast rates of increase under the various subheads comprising
Tax and Non Tax Revenue have therefore been projected to be lower than the corresponding
yearly GDP growth rates. Moreover, the projections are further strengthened by the fact that the
year-on-year increases in the yearly forecasts under the various subheads are matched by the
actual trends emerging from Government Revenue outturn referring to the past four years. These
two factors would tend to support the eventual realisation of the forecast Government Recurrent
Revenue figures.

6.4 Additionality Assessment Table
6.4.1

Notes on the Additionality Table (Table 6.3)

General
Pending discussions between Malta and the European Commission on the 2007-2013
programmes, EU funds are included under Column 2, but not Column 3. For comparison
purposes, the same has been done for the reference period Columns 8 and 9.
Expenditure incurred on the building of the new Mater Dei Hospital, corresponding to an annual
average of € 79.604 million in the reference period, has been excluded under both comparative
periods. This is in view that this expenditure is considered as an exceptional item of public
structural expenditure as agreed between Malta and the European Commission in the 2004-2006
Single Programming Document.
Section 1 – Projected Annual Average 2007-2013
Column 2 represents the projected National expenditure plus the estimated spending financed
through EU funds.
Column 3 represents the public enterprises whose outlay is mainly financed out of their own
resources and are expected to contribute to public expenditure. These are Enemalta Corporation,
Water Services Corporation, Malta Maritime Authority and Malta Industrial Parks.
Column 4 represents an estimate of the payments to be financed through EU funds.
Column 5 portrays an estimate of the co-financing expenditure. Account has been of the fact that
the Community co-financing can reach a maximum of 85 per cent of the total cost of the
programme.
The estimates under Columns 4 and 5 are based on the Commitment Appropriations for 20072013 in Current Prices as provided by the Commission. Account has also been taken of the
expenditure which will occur in the 2007-2013 programming period, but which was committed
under the previous 2004-2006 period.
Section 2 – Actual Annual Average 2004-2005
The amount in Column 4 is based on the payment requests that were presented by Malta to the
European Commission in 2005. The amount in Column 6 is based on actual expenditure.
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Table 6.3
VERIFICATION OF ADDITIONALITY FOR 2007-13 CONVERGENCE OBJECTIVE – EX ANTE VERIFICATION
Summary financial table of public or other equivalent structural expenditure in Convergence objective regions
(€ thousands, 2006 prices) MALTA
.
Annual Average in 2007-2013 NSRF (ex-ante)
Euro '000

1

Nat. + EU

of which
public
companies
National

EU

National

Outside
NSRF
National

2

3

4

5

6

Total

NSRF

Annual Average 2004-2005 (actual)
Total

Total
Nat. + EU

of which public
companies
National

National

7 = 5+6
or 2-4

CSF/SPD
EU

National

Outside
CSF-SPD
National

8

9

10

11

12

Total
National

13 = 11+12
or 8-10

BASIC INFRASTRUCTURE
Transport
Telecommunications
Energy
Environment & Water
Health

19,291
1,547
16,718
37,716
3,161

0
0
11,309
5,880
0

5,560
1,314
4,598
13,825
929

1,235
233
811
2,863
163

12,496
0
11,309
21,028
2,069

13,731
233
12,120
23,891
2,232

15,263
0
16,349
18,351
1,675

0
0
16,349
6,215
0

54
0
0
42
0

18
0
0
16
0

15,191
0
16,349
18,293
1,675

15,209
0
16,349
18,309
1,675

HUMAN RESOURCES
Education
Training and RTD

14,339
18,695

0
236

4,810
10,368

881
2,020

8,648
6,307

9,529
8,327

11,016
6,953

0
183

40
410

13
136

10,963
6,407

10,976
6,543

PRODUCTIVE ENVIRONMENT
Industry & Services
Tourism

20,136
29,930

4,919
0

6,813
6,716

1,351
1,293

11,972
21,921

13,323
23,214

9,411
24,976

1,335
0

183
7

130
5

9,098
24,964

9,228
24,969

1,102
1,796

0
0

920
1,747

182
49

0
0

182
49

18
32

0
0

13
24

5
8

0
0

5
8

164,431

22,344

57,600

11,081

95,750

106,831

104,044

24,082

773

331

102,940

103,271

OTHER
Child Minding / Gender Equality
Technical Assistance
TOTAL
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Conclusions
The Additionality Tables have been compiled in such a way that the level of detail of the
subcomponents making up the annual average totals, is clearly defined at line item level,
corresponding to the line items appearing in the annual Financial Estimates. This should help to
facilitate the understanding and assessment of the forecasts. For the sake of practicality, the
remarks below refer only to the main components comprising each subsection of the 2004 - 2005
/ 2007 - 2013 Additionality Tables.


Transport - the main component of this subsector relates to roads investment. The
construction, rebuilding, resurfacing, and improvement of the road network continues to
be a priority for Malta, even given the total surface area involved. The dedication of
approximately the same annual funding levels out of the national budget for this purpose,
when taking into consideration also the national co-financing necessary to complement
EU funded projects, reflects government’s continued commitment in this regard.



Telecommunications – investment in e-society is included under this category. .



Energy - included under this category are forecasts covering investment expected to be
made by Enemalta Corporation, as the national utility supplier, in energy generation
capacity throughout the programming period.



Environment and Water - throughout the Programming Period, Malta will continue to
pursue its plan to carry out further improvements and extensions of the present sewerage
system, both in Malta and in Gozo, by maintaining the same annual levels of investment
expenditure. Furthermore, investment being made by the Water Services Corporation, as
the government owned utility provider, in Drinking Water Quality, is accounting for a
substantial portion of the projected expenditure under this category. Substantial
expenditure is also being incurred on Malta’s solid waste implementation strategy.



Health – The major expenditure under this sector is expected to be incurred on the
relocation of Oncology and Dermatology Departments to other premises which will offer
enhanced facilities to patients.



Education - The forecasts under this category are characterised by the continued
commitment in investment in the main educational institutions of Malta, that is, the
University of Malta, the Malta College for Arts, Science and Technology, and the
Foundation for Tomorrow’s Schools. In the case of the latter, referred to as the item ‘FTS
- Schools’ Capital Programme’, the Foundation is responsible for implementing a
construction and refurbishment programme of state schools over the medium term
period.



Training and RTD - The main outlay component under this category is expected to be
incurred by the Employment and Training Corporation, which is the main government
agency responsible for activity in this sector. It is expected that, throughout the
programming period, the same level of expenditure will be incurred out of the national
budget, apart from the national co-financing which will also be provided in order to
complement projects from the European Social Fund.



Industry and Services - Malta is expected to continue investing in a factory building and
refurbishment programme in order to meet the demands and requirements of industry
which has expressed an interest in investing in Malta. The peak of such investment is
expected to be reached in 2007, which will see a number of pending applications for
factory space being accommodated. Another main component under this category is the
investment in the film industry, as also referred to in the 2006 Budget Speech.
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Tourism - A substantial part of the forecasts under this category is taken up by the Malta
Tourism Authority, thereby reflecting the commitment of Malta in continued investment in
this sector.

6.5 Macroeconomic Impact of the NSRF101
The implementation of the NSRF for the 2007-2013 period is not expected to result in negative
macroeconomic consequences.
Firstly, during 2004-2006, Malta benefited not only from Structural and Cohesion Funds, but most
of the EU funds were received in the form of budgetary compensation, which were used as public
investment to continue to develop the Maltese economy. Thus, if account is taken of the total EU
funds granted during the 2004-2006 period (including the budgetary compensation), it results that
the NSRF expenditure will not involve a substantial inflow of EU funds in the economy.
In addition, econometric simulations have shown that, reflecting the high degree of openness in
the Maltese economy, the implementation of the NSRF is not likely to result in inflationary
pressures. This argument is also backed by the fact that, although an improvement in economic
activity is getting increasingly evident, currently there is excess capacity in the economy, as
reflected in the negative output gap.
At a micro level, the labour market for the construction industry has a certain amount of slack and
furthermore there is potential for the labour supply for this industry to increase further in the
medium term. Hence, inflationary pressures through higher wages in the construction sector
should not be a major issue. Moreover, in recent years, the construction industry has dealt with
significant major projects which are of a somewhat higher magnitude to those expected during
the 2007-2013 period. These projects are expected to be largely completed by 2007, so that
resources would be released and absorbed by the NSRF projects. Thus, the implementation of
the NSRF is not expected to result in any significant unfavourable macroeconomic
consequences. Specifically, the envisaged cohesion policy transfers are not expected to be
detrimental to Malta’s future compliance with the convergence criteria prior to the adoption of the
euro.

101

The macro-economic impact of the NSRF has already been analysed within the Situation Analysis, however it is being
reproduced within this chapter for ease of reference.
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Chapter 7 – Consistency & Co-ordination Mechanisms
The NSRF Strategic Objectives encompass Malta’s vision for the future. The priorities identified
under the Strategic Objectives seek to implement measures foreseen under a number of
Community Policies, namely sustainable development and equal opportunities. Consistency
between the NSRF and the National Rural Development Strategy and the National Strategic Plan
for Fisheries Plan, Malta’s response to the EAFRD and the EFF, has been elaborated under
Chapter 4, entitled Strategic Direction. The same chapter also foresees a section on the
consistency of the NSRF with Malta’s Territorial Co-operation programmes and also other
Community Funds and Programmes. This chapter deals with the co-ordination mechanisms in
place to ensure complementarity between the funds while addressing potential for double
funding.

7.1

Consistency with Community Policies

7.1.1

Sustainable Development

The commitment of the European Union towards Sustainable Development (SD), as set out in the
Treaty, governs all the Union’s policies and activities and aims to promote a dynamic economy
with full employment and high level of education, health protection, social and territorial cohesion
and environmental protection in a peaceful and secure world. It also aims to respect cultural
diversity. The EU Sustainable Development Strategy 2001102 (the Gothenburg Agenda) provided
a “third dimension” to the Lisbon Strategy, recognizing that economic, social and environmental
renewal go hand in hand.
On a national level, the Maltese Government has drawn up a Draft Sustainable Development
Strategy for the Maltese Islands, at the heart of which is the simple idea of enabling the Maltese
people to satisfy their basic needs and enjoy a better quality of life, without compromising the
quality of life of future generations. The strategy contains an integrated vision or purpose, 20
priority areas split over three vertical themes and a new set of targets for implementing and
ensuring sustainability. The three central aims of the strategy are:




Effective protection of the environment and prudent use of natural resources;
Promoting sustainable economic development;
Fostering sustainable communities.

The Strategic Objectives of the NSRF reflect the priorities set out under the National Sustainable
Development Strategy, particularly Strategic Objectives 2 and 4. Government is also committed
to the mainstreaming of the horizontal policy of sustainable development (SD) in other policies.
Hence, the NSRF is placed within the context of the Sustainable Development Strategy for the
Maltese Islands 2006-2016, that aims, in tandem with the National Reform Programme, for a
more prosperous, cleaner and fairer nation. Indeed, the NSRF treats SD as a cross-cutting theme
and will be contributing to this goal in an integrated way through the Strategic Objectives of:




102

Sustaining a growing, knowledge-based competitive economy;
Improving Malta’s attractiveness and the quality of life;
Investing in human capital;
Addressing Gozo’s regional distinctiveness.

This strategy was renewed and approved by Council in June 2006.
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The aim is that of generating economic growth as well as providing adequate infrastructure
leading to a better quality of life for the Maltese citizens in a long-term perspective.
More specifically, the challenges contained in the Draft SD Strategy will be addressed through
interventions earmarked to address a number of important areas pertaining to the promotion of
SD. These include efforts to promote sustainable economic development through support to
enterprise and mobilization of investment in research, technological development and innovation
(RTDi), as well as, through initiatives put forward to sustain the tourism industry and promote
culture. The NSRF also dovetails with the SD strategy, in that, it envisages interventions that
have the aim of making Malta an attractive location for foreign and indigenous investment as well
as improving the quality of life of Maltese citizens. This will be achieved through actions aimed to
improve the transport infrastructure, undertake investment to achieve a sustainable environment,
invest in risk prevention, promote energy efficiency and diffusion of RES, as well as, improve
accessibility measures, undertake urban regeneration and undertake investment in health care.
The NSRF is also responsive to the actions proposed in the SD objective of fostering sustainable
communities through interventions focusing on education and employment, social inclusion and
institution-building issues.
From the environmental perspective, the NSRF continues to develop on the prioritization that
Government is establishing to decouple economic growth from the use of resources. Given its
constraints, Malta faces a wide array of environmental challenges distinctly related to the
management of its waste, the reduction of pollution, the efficient use of energy and water and the
preservation of the country’s cultural and natural heritage. The NSRF argues that the
improvement of the environment will not only ensure an improved quality of life for the citizens but
also supports economic activities, such as the tourism industry. On a similar note, SD safeguards
the limited capacity that exists to support life in all its diversity. It respects the limits of the planet’s
natural resources and ensures a high level of protection and improvement of the quality of the
environment. SD aims to prevent and reduce environmental pollution and promote sustainable
consumption and production to break the link between economic growth and environmental
degradation.
From the economic viewpoint, the NSRF addresses the SD challenges contained in the
strategy through initiatives aimed at securing entrepreneurship and investment by strengthening
the necessary service infrastructure, such as IT and transport. The NSRF promotes indigenous
investment, facilitates the attraction and consolidation of foreign direct investment, enables the
diversification of the tourism industry as well as facilitates the development of the knowledge
intensive economic activity in existing and new economic sectors. Such investments will increase
productivity to generate income and create employment opportunities.
In terms of social renewal, SD aims to promote a democratic, socially inclusive, cohesive,
healthy, safe and just society with respect for fundamental rights and cultural diversity. This is
viewed as a guarantee towards creating and ensuring equal opportunities as a prerequisite to
combating all forms of discrimination. Education is crucial to the attainment of SD. SD requires
new ways of thinking, working and behaving. The NSRF envisages investment in human capital
through better education and skills, in order to improve the adaptability of workers, the
participation rates in the labour market as well as the administrative capacity in the public and the
NGO sector. The NSRF views employment as important, not only from the economic perspective,
but also as an instrument to achieve social cohesion and to combat poverty. Moreover, all
interventions envisaged must demonstrate commitment to respect the principles of nondiscrimination and equal opportunities. This effectively demonstrates that the NSRF is responsive
to social inclusion and labour force participation of women, which are presented as challenges in
the SD strategy.
In developing the operational programmes under the remit of the NSRF, the objective is that of
building on best practice from the current programme, reflecting the opportunities available
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through the integration of the horizontal themes and the benefits that this can bring to programme
delivery. The treatment of sustainable development as a cross-cutting theme is being tested and
covered on a strategic level through the Strategic Environmental Assessment (SEA) process, in
line with the Environmental Protection Act. In addition, at project level, synergy between
economy, society and environment will be achieved through the use of robust guidance, appraisal
and monitoring procedures.

7.1.2

Equal Opportunities

Article 16 of Regulation (EC) No. 1083/2006 establishes that a Member State and the
Commission shall ensure that equality between men and women and the integration of the
gender perspective are promoted during the various stages of implementation of the funds. The
Government of Malta recognizes that access to equal opportunities is a fundamental requirement
for the economic regeneration and competitiveness of the Islands. In this regard, Government is
committed to ensure that all interventions financed under the aegis of the NSRF demonstrate
commitment to respect the principles of non-discrimination and equal opportunities. In order to
see how best to target the issues of Equal Opportunities, the National Commission for the
Promotion of Equality was asked to delineate adequate frameworks and tools to promote equality
between men and women, and integrate the gender perspective into the NSRF.
The NSRF seeks to build upon the strategic objectives outlined in the Single Programming
Document for the period 2004-2006 and also on other strategic documents published by
Government, particularly the Pre-Budget Document of 2006 and 2007 and the National Reform
Programme to re-prioritize objectives according to current and foreseen socio-economic factors
pertaining to the Maltese Islands, within an EU context. Within this wider context, the NSRF,
primarily through its Strategic Objective 3, seeks to, inter alia, promote equality between men and
women and work towards the elimination of gender discrimination. This is sought to be achieved
through on the one hand, the implementation of gender mainstreaming, and on the other hand,
through the implementation of specific measures targeted at the disadvantaged sex. The NSRF
stresses the importance of improving effectiveness and raising productivity – gender equality
strategies are in fact no more than ensuring the highest efficiency of all human resources
available and to improve effectiveness by benefiting all citizens equally.
As a framework for the promotion of equality between men and women, the following objectives
have been identified as requiring priority through the period 2007-2013, having regard to the local
scenario:
Research
Whilst the areas of anti-discrimination are clearly delineated by the EU directives, scientificevidence to be used as baseline information upon which projects can be planned is seriously
lacking. The current information is generally anecdotal and emotive and indicators cannot be
extrapolated from it. This situation will hamper future progress if it is allowed to persist.
Therefore, Malta, through its national machinery for the Promotion of Equality, plans to present
projects that are research based which will aid it to collect and collate data.
Educational Programmes and Capacity Building
Whilst improving on the awareness of gender issues that the NCPE hopes to achieve through
the implementation of the current projects under the European Social Fund and the Community
Initiative: EQUAL in the 2004-2006 period, the human resources objective of the NSRF is
sufficiently broad to include education and life-long learning as well as capacity building of the
human resources and organisations related to equality and gender mainstreaming (particularly
in view of the new EU legislation in this regard) and also society at large through publicity
campaigns
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Entrepreneurship
With regards to the sphere of employment and occupation, there is the intention of improving
and facilitating entrepreneurship for women. This strategy will counteract the challenge
currently being posed by some employers that are less favourably disposed to employing
women as well as facilitate the initial financial burden emanating out of newly set-up
businesses.
Care facilities
The issue of care facilities and support is considered to be important in ensuring equal
opportunities and access to education and employment for persons having children or other
persons needing care.
Apart from the measures directly contributing to the attainment of equal opportunities, the NSRF
will also contribute to the capacity-building for the members of the equality committees, as well
as, all other key staff who participate in the decision-making and the implementation process,
through its institution capacity building measures. Furthermore, all other tools which allow the
effective adoption of mainstreaming strategy will be considered, particularly, training, the
provision of expertise (including flying expertise), awareness raising, commitment from the top,
incentives to build ownership, sanctions and resources.
In line with the above objectives, efforts should also be addressed at striving to achieve a genderbalance in all decision-making and implementation processes, to further ensure that the gender
dimension is given due regard, insofar as this is feasible and practicable. Where structural
barriers for gender-balance exist, efforts should be placed to work towards their elimination.

7.2

Mechanisms for the Co-ordination and Coherence of the
Cohesion Policy Programmes with National Policies

7.2.1

Preparation of Programmes

A Steering Committee chaired by the Parliamentary Secretary for the Ministry of Finance
oversees the drawing up of the National Strategic Reference Framework and the Operational
Programmes. The Steering Committee is composed of a number of senior public officers
including the Principal Permanent Secretary (as the link to Cabinet and the relevant Cabinet
Committees with an overview of national priorities), the Permanent Secretary (Policy) within the
Office of the Prime Minister (as the link between the Cohesion Policy and the National Reform
Programme), the Permanent Secretary and the Director General Budgetary Operations within the
Ministry of Finance (as the links between Cohesion Policy and national budget initiatives), the
Director General Economic Policy (the link between Cohesion Policy and the macro-economic
situation in Malta), and the Head of the designated Managing Authority for the 2007-2013
Cohesion Policy Programmes. The Steering Committee has a number of ad hoc members
including the Permanent Secretary of the Ministry for Rural Affairs and the Environment as the
link between the NSRF and the EAFRD and the EFF.
The Committee oversees the preparation of the programming documents and provides guidance
to the drafters regarding policy issues. The Committee is also responsible to ensure that the
strategy and the programmes are drawn up in the framework of close co-operation and
partnership with public authorities (Line Ministries, national agencies and authorities and local
government), economic and social partners and civil society including non-governmental
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organizations, in accordance with national rules and practices. The consultation is carried out
through a series of workshops, public dialogues and conferences, inter-ministerial discussions
and formal meetings with the Malta Council for Economic and Social Development.

7.2.2

Management of Programmes

All Cohesion Policy programmes in Malta are coordinated and managed by the Planning and
Priorities Co-ordination Division within the Office of the Prime Minister. The Division also
manages other financial instruments, including the Pre-Accession Funds, the Transition Facility
and the EEA/Norway Financial Mechanisms. The central management of the most important
financial instruments for Malta ensures complementarity at the national level of the different
Cohesion Policy programmes and related initiatives. It also minimises, to a large extent, the risk
of duplication of efforts at the project level. This complementarity is further strengthened at project
selection level where the Ministry of Finance (that has the overall view of the initiatives being
implemented under the national budget) will be an active contributor to the project selection
process.

7.2.3

Co-ordination Structures

The fact that all Cohesion Policy Programmes are managed centrally by the same organisation is
positive in that coordination between the different programmes is facilitated and conducive to
creating possibilities for synergies and complementarity. It also minimises the risk of potential
overlaps and duplication of effort and resources. In order to strengthen and formalise these
possibilities and potentials, the Managing Authority is proposing an annual meeting between the
different units managing the different Cohesion Policy Programmes
within the Managing
Authority. The meeting will discuss items related to programming and implementation of the
programmes such as projects selection, future calls for applications, harmonisation of procedures
and attainment of national targets.
The co-ordination between Cohesion Policy initiatives and initiatives financed under the national
budget will be ensured through the participation of the relevant line Ministries (including the
Ministry of Finance) in the annual meeting or part thereof. The presence of core members on the
different Monitoring Committees will contribute to added coherence and consistency between the
Cohesion Policy Operational Programmes and also between Cohesion Policy and national
policies.

7.3

Mechanisms for the Co-ordination and Coherence of the
Cohesion Policy Programmes with the EAFRD and the EFF

Government believes that consistency and co-ordination between the major programmes cofunded by EU money is essential to ensure that all objectives are met with no duplication of effort
and actions and also to maximize funding opportunities available for Malta under the different
Community Programmes and Initiatives. At the strategic level the co-ordination of the NSRF and
the National Rural Development Plan (NRDP) and the National Strategic Plan for Fisheries (NSP)
is ensured through the Steering Committee mentioned under 7.2.1, above. At a more operational
level consistency and co-ordination between Cohesion Policy Programmes and the Programmes
co-financed by the EAFRD and the EFF will be ensured through the setting up of a steering
committee between the Planning and Priorities Co-ordination Division as the Managing Authority
for Cohesion Policy programmes and the Ministry for Rural Affairs and the Environment, as the
public authority responsible for the implementation of the programmes financed by the EAFRD
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and the EFF. The Committee will meet at least once a year and will also include the participation
of the relevant Intermediate Bodies, where necessary, primarily in the case of aid schemes to
enterprises. At a strategic and operational level, meetings have already been held in order to
discuss, the delineating parameters for potential programme action, capped in accordance with
location and relevance.
Through consultation with the authorities responsible for the drafting of the National Strategic
Plan for Fisheries (NSP) and the National Rural Development Plan (NRDP), the areas of potential
overlap have been determined and a number of demarcation criteria established. While the
delineation is clear in the case of the NSP, the segregation was more blurred, in the case of the
NRDP. This is especially true in the case of actions associated with the maintenance, restoration
and upgrading of the natural and cultural heritage in areas that are defined as rural. The ERDF
will only fund local development within an urban regeneration context, which means that, ad hoc
initiatives in the local communities will fall under the EAFRD which is more geared to support
measures relating to conservation for conservation’s sake. Indeed, the drawing up of protection
and management plans and interventions relating to Natura 2000 sites and other places of high
natural value will be funded primarily through the EAFRD, though thresholds have been set to
ensure that given the budgetary limitations of the EAFRD, relatively large scale projects of
national importance and priority can be undertaken also by the ERDF. Similarly, tourism activities
implemented through small-scale infrastructure in rural areas and the marketing of tourism
services relating to rural tourism, at the local level, will be undertaken through the EAFRD. Rural
tourism will only be funded through the ERDF in so far as it is part of the national strategy
(marketing, branding and other related activities) for niche markets in the tourism sector. In this
case also, thresholds have been set.
Within the context of the overall objective of the NSRF, namely competitiveness and also in
support of the Lisbon Agenda, in principle, in the case of nature protection, and the promotion of
natural and cultural heritage, the Authorities will be guided also by the overall principle of the
economic dimension. Within the demarcations listed above, the ERDF will give priority to
interventions with an economic dimension and potential to yield an economic return, thus,
contributing to the bolstering of the country’s competitiveness.
In order to ensure maximum co-ordination and no overlaps, the relevant Managing Authorities
have undertaken to consult each other formally before launching the call for projects and before
formally approving projects where potential overlap can exist.
Consistency and co-ordination will also be sought between the EAFRD and the EFF and the
European Social Fund. In principle, the European Social Fund will focus on vocational and
professional training in both the agriculture/rural and fisheries sectors while the EAFRD and the
EFF will support measures aimed at delivering short courses and training to the sector. The ESF
will also support measures for the professional development of employees working in the agrifood industry.
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7.4

Mechanisms for the Co-ordination and Coherence of the
Cohesion Policy Programmes with other Community
Programmes / Initiatives

The Planning and Priorities Co-Ordination Division manages most of Malta’s international finance.
It also monitors Malta’s participation in the major Community Programmes. It is Government’s
objective that actions under the Community Programmes will be complementary to initiatives cofunded under Cohesion Policy. Moreover, Government is also committed to make full use of the
funding possibilities available under the different Community Programmes and Initiatives.
In order to meet this objective, a meeting between the Managing Authority and other public
entities responsible for the coordination and management of the main Community Programmes/
Initiatives related to Cohesion Policy including FP7, CIP, Education Programmes and
Environment Initiatives will be held at least once a year to ensure coherence and co-ordination
between programmes and initiatives. The main players will delineate measures to ensure that
Malta maximizes its funding potential by tapping all relevant initiatives and programmes – a case
in point is the issue of access to finance under the CIP. Given Malta’s history with access to
finance initiatives, Malta intends to use the opportunity under the CIP to test the demand for
access to finance in the form of financial engineering products.
The Managing Authority is the national contact point for EIB Initiatives on the Joint Assistance to
Support Projects in European Regions (JASPERS), the Joint European Resources for Micro to
Medium enterprises (JEREMIE) and the Joint European Support for Sustainable Investment in
City Areas (JESSICA). An action plan for JASPERS assistance in 2006 has been approved and
work is now underway for the preparation of identified major projects.
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Chapter 8 – Administrative Efficiency
8.1 Introduction
This section will provide an outline of ongoing efforts to increase efficiency in the implementation
of structural funds (present and future) as well as an outline of the strategy to further strengthen
institutional capacity and the efficiency of the public administration and public services at national
and local level in the 2007-2013 programme. Moreover, the section also gives direction with
regard to the further development of the partnership and the capacity building of the socioeconomic partners and civil society.

8.2 Reinforcement
of
Structural
Funds
Stakeholders Administrative Efficiency

Key

Malta benefited from two twinning arrangements (under the Pre-Accession programmes) for the
strengthening of the country’s administrative capacity with respect to the implementation of
Regional Policy in Malta. The first twinning (a full twinning with the Balearic Islands – Spain –
from 2002-2003) focused on providing basic training on Regional Policy, particularly Structural
Funds issues and also assisted Malta in the preparation for the implementation of the Single
Programming Document (SPD) 2004-2006, Malta’s first regional policy programme. This twinning
carried out a number of seminars, conferences, training sessions, bilateral sessions and study
visits – over a period of 15 months - all geared towards the preparation of Malta for the
implementation of Regional Policy. The full twinning was complemented by a twinning light (with
Italy) in 2004 which focused more directly on day-to-day implementation issues and the setting up
of procedures rather than on training. This twinning light coincided with the launch of the
implementation of the Single Programming Document (SPD) in January 2004.
Since the conclusion of the twinning light with Italy (August 2004), the horizontal authorities,
particularly the Managing Authority, have sought to provide training and guidance to all the other
stakeholders of Regional Policy, including the Intermediate Bodies, the final beneficiaries (mainly
public sector organisations), the representatives of local government (also through training
provided with respect to Interreg) and civil society. The areas covered by the training have been
various and have included training on implementation issues such as public procurement
(provided by the Department of Contracts),103 payments,104 and use of the Structural Fund
Database. Other strategic areas targeted include evaluation and financial control matters. With
regard to evaluation, a steering group has been set up to facilitate the understanding of
evaluation issues within Government.
In 2005, Government also undertook the Mid-Term Update on the Efficiency of the 2004-2006
Structural Fund Programme. The Maltese Authorities decided to undertake this evaluation
(despite there being no obligation by Community legislation) and to specifically focus on the issue
of efficiency in order to be able to benefit from the insight provided by the experts in the report (in
view of the lack of experience on the ground) – also in view of the fact that the Government was
in the process of setting up the management structures for the 2007-2013 Cohesion Policy
Programmes. The mid-term update highlighted a number of recommendations – both for the
2004-2006 Programme and also for the Programmes of 2007-2013 – most of which Government
has taken on board.105
103

Ministry of Finance
Provided in conjunction with the Treasury, Ministry of Finance.
105
The Chapter on evaluation goes into detail on the recommendations.
104
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Of critical importance to the issue of administrative efficiency are two specific recommendations,
regarding the issue of sufficient administrative capacity and the issue of training. The latter will be
addressed through the implementation of the training strategy, once this is finalised. The issue of
administrative capacity highlighted the need for more resources in key areas, namely the
Managing Authority, the Paying Authority, the Department of Contracts and the Treasury. All four
organisations have now either completed their recruitment or are in the process of finalising it. All
four organisations should have a considerable increase in their human resources by the third
quarter of 2006. This will coincide with the finalisation of the HR strategy and the implementation
of the annual action plans. With regard to additional resources within the line Ministries, the
Management and Personnel Office (within the Office of the Prime Minister) has initiated servicewide calls for applications for additional human resources in the key organisations. The process is
expected to be finalized by the end of 2006, with the first recruits deployed in January 2007.
Following the Mid-term Update on Efficiency of the 2004-2006 Single Programming Document,
the Managing Authority launched a tender for the preparation of a five year training strategy (with
annual implementation plans) to address the needs of all stakeholders (public administration
including Local Councils, other partners and members of civil society). The strategy will provide a
comprehensive and structured plan for the strengthening of administrative capacity across all
stakeholders and at all levels. The strategy and action plans are expected to be available by the
end of 2006 and will constitute a comprehensive skills development programme for all those
involved in the implementation of structural funds. It will provide the basis for the future financing
of administrative capacity activities, both under the 2004-2006 Programme and also for the
Programmes of the 2007-2013 period.

8.3 Reinforcement of Public Sector Administrative
Efficiency
The Public Service Reform, which started in the late 1980s and continued throughout the 1990s
was characterised by an investment in the Public Service in order to render the service more
productive and cost-effective. The reform included the re-organisation of the entire classification
structure of the Public Service, the delegation of management powers to line Ministries, the
strengthening of institutions such as the Ombudsman, the Public Accounts Committee of
Parliament and the National Audit Office, in-service professional training in a number of areas
and the setting up of new structures and services with the objective of delivering visible results to
the public and also with a view to the obligations arising from the Acquis Communautaire. Major
investments were also made in the utilization of information technology in public administration
and public schools, together with the introduction of e-Government services. In order to respond
to local needs, in 1993 Government introduced the concept of local government. This measure
was undertaken to permit the devolution of decision making and service delivery in the localities
were people live.
Public Service administrative capacity is vital for national economic efficiency. Over the years,
Malta’s Public Service has proven its ability to implement Government programmes, to deliver
services adequately, and to provide continuity during changes of Government. The Public Service
underwent extensive reforms during the 1990s and beyond with a view to modernizing career
structures and upgrading staff skills in order to render the service more productive and costeffective. Major investments were also made in the utilization of information technology in public
administration. Over the years Government has been funding, primarily through its national
budget but also through bilateral co-operation programmes with other countries, life-long learning
programmes and scholarships, locally and abroad in a number of specialised areas. Linked to this
aspect are the Pre-Accession and Transitional Facility training initiatives which have been
ongoing in recent years.
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During the period 1999 – 2006, national funds and European Union funds (Malta-EU IV Financial
Protocol, Pre-accession Funds and Transition Facility) have contributed towards a major
investment in the strengthening of Malta’s administrative capacity to transpose and implement the
Acquis Communautaire and to foster the exchange of best practice. Specific attention was given
to the sectors of agriculture, environment, transport, internal market, justice and home affairs and
taxation. Investment in institution building in certain critical areas of the Acquis will continue
through the EU’s Transition Facility.106 Despite these ongoing efforts, Government believes that
additional investment is required to support reforms in a number of sectors, including Public
Service, pensions, health, financial management and control system and regulatory reform. This
calls for investment in continuous education and training in public sector employees in order to
support Government’s strategy to achieve an efficient and effective public sector, thus increasing
its productivity and service quality.
Through the Public Service Reform, additional efforts will take place to streamline management
processs with a view to facilitating more rapid-decision making and implementation and more
accountability. In October 2003, Government launched a White Paper on a Public Service Act
with the objective of improving efficiency in Government operations through more flexible and
result-oriented management. Government intends to continue improving efficiency by means of
the consolidation of entities which should result in less fragmentation and less duplication of
effort. In this context the policy of re-deployment plays an important role. Within the context of
better regulation, Government aims to provide an efficient and effective service which sustains
economic growth and socio-economic development, whilst strengthening its role in the economy
as a regulator and facilitator for growth generated by the private sector. The newly set-up Better
Regulation Unit’s objective is to respond to Government’s priority to foster entrepreneurship by
reducing regulatory burdens on businesses. Where possible, this calls for reduction in excessive
procedures in order to make Government work practices more attuned to the needs of enterprise.
Government also aims to strengthen and modernize its employment services in order to enhance
access to employment of job seekers and inactive people. The main aim is to strengthen the
service which is provided to the unemployed and other job seekers, especially with respect to the
public employment service’s brokerage role in capturing vacancies and better matching of job
seekers to available vacancies.

8.4 Partnership and NGOs
Social and civil dialogue in Malta are mainly embodied within the Malta Council for Economic and
Social Development (MCESD). The MCESD was established by an Act of Parliament (Cap. 431)
in 2001 as a body corporate having a distinct legal personality. The MCESD is a Consultative and
Advisory Body to Government on issues relating to the sustainable economic and social
development of Malta, whilst providing a forum for consultation and social dialogue among social
partners and, where necessary, with civil society organizations. The Council is appointed by the
Prime Minister and comprises key government officials from leading Line Ministries (including the
Office of the Prime Minister and the Ministry of Finance), the Central Bank, trade unions,
employer’s associations and relevant constituted bodies together with a standing civil society
committee.
In general, the Council serves social partners to obtain a better understanding of each other’s
situations and concerns, thereby contributing to industrial peace. The Council also operated
relatively successfully in drafting documents by working groups composed of members within the
Council in preparation for the discussion for the social pact, which subsequently resulted in failed
negotiations. In other instances, the Council was successful in contributing to the drawing-up of
106

Malta currently has three ongoing programmes under the Transition Facility for a total of Euro 23 million Euro of EU
and national funding.
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important frameworks, such as in the case of the Employment and Industrial Relations Act
(1999). However, it is also argued that the capacity and ability of social partners and their
motivation to partner more actively within the employment policymaking process should be further
developed.
Civil society in general has a long and valued tradition in Malta. It provides independent views on
politics, culture, use of leisure time, social and environmental issues and other important life
aspects and activities. On a macro level, civil society plays an active role in political reform,
educational, environmental, cultural and social development. Government plays an essential role
in ensuring that everyone can participate in and contribute towards the vision of a competitive
high value added economy as well as the enjoyment of its benefits. While Government is
determined to ensure that all Maltese people will have access to the life chances that will enable
them to fulfil their potential, it is what Maltese society does together that will secure a future of
opportunity for all.
In this regard Government believes that the participation of social partners and civil society,
should be further developed beyond the representative councils, where one-to-one consultations
between Government, social partners and civil society should be enhanced thus widening the
social and civil dialogue. The extension of consultation within or outside MCESD should be
enhanced in order to ensure the participation of the relevant actors in the formulation of reforms
or the introduction of policy. Social and civil dialogue could be improved through better
organisation of sectoral interests in the country, which, at present, are somewhat fragmented.
This should lead to better focus and more clarity of debate on important economic and social
issues.
Information is crucial for an effective process of social and civil dialogue within a democratic
system. Social and civil dialogue in Malta can be improved through the availability to the social
and civil partners, of better information and analysis, also in the form of relevant research output
regarding EU-wide developments, as well as local issues. The insufficient provision of information
often reflects inadequacies in the technical backup to the discussions being undertaken. This
mirrors a lacuna in human resources availability towards sustaining the process of social and civil
dialogue in Malta.
Capacity-building activities107 are important in addressing the needs of social partners and civil
society to enable them to better contribute to the successful design and implementation of
policies and legislation development, to promote socio-economic development and contribute to
growth and increased employment opportunities. Furthermore, the enhancement of capacity to
ensure sustainability within the EU framework will be supported.
Government also recognises the need to increase the capacity building of social partners and the
civil society in terms of Structural Funds management. Social partners and civil society are
eligible for Structural Funds as in the 2004-2006 Structural Funds Programming period. However,
Government recognises the need to take a pro-active approach in ensuring a wider participation
in the Structural Funds Initiatives. Meetings were held with the NGOs in this regard, with a view to
finding ways of facilitating the participation of NGO in projects co-funded by the Structural Funds.
A number of issues are being discussed which will allow NGOs and civil society in general to
operate on a more level playing field, including the finalisation of the NGO legislation, the
availability of pre-financing to NGOs and the launch of a separate call for project proposals with
specific themes and criteria. Furthermore, the aim is also to provide technical assistance to NGOs
for capacity-building and for the implementation of projects within the sector.

107

Including training and support for networking
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