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We are proposing solutions. We are 
sharing our ideas with the electorate, 
with the social partners and with 
government. We see these proposals 
not as some spring-board intended 
to make the Nationalist Party more 
popular but as a direct contribution to 
help improve our society today.
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On behalf of the Nationalist Party, I am proud to present this pre-budget document 
which is packed with concrete proposals that can be considered for the 2017 budget. 
This is the second time that we are publishing a pre-budget document. 

This administration is fast approaching the end of its shelf life. 

The economic points scored by the Labour government are overshadowed by the 
damage done by the same government to our country’s reputation. The principles of 
good governance, meritocracy, transparency and accountability – flagrantly touted 
before the last election – were buried underneath a series of scandals. The Prime 
Minister’s inaction or token action when faced with clear cases of abuse is as serious 
and worrying as the scandals themselves. The Prime Minister repeatedly says that 
the people expect better from him and his government. And he is right. The people 
gave his Party an unprecedented parliamentary majority. He appointed the largest 
Cabinet in Malta’s political history. With such a strong parliamentary majority and 
with the largest administration, the people have every right to expect better from 
him and his government. But these legitimate expectations – expectations for a new 
and fairer way of doing politics – were clearly not met. Questions are now also being 
asked about the economic performance of our country, especially in terms of the 
growing social inequalities. 

If one takes a bird’s eye view on our economy one will be faced with two contrasting 
pictures. Generally speaking, the economy is growing as long-established sectors 
such as tourism and the financial services continue to deliver the goods. However, 
the economic growth that is being generated is not percolating down and reaching 
all strata of society. Some are getting richer but many are getting poorer. 

The Prime Minister and his government would like us to focus on the first picture. He 
speaks of a growing middle class ignoring in the process the growing divide between 
the haves and the have-nots. Left unchecked this has the potential to develop into 
an economic minefield that can jeopardise social and economic harmony in Malta. 

Last year’s Opposition’s Pre-budget document “Sustainable Growth and Dignity 
for All” focused on the problem of increased poverty and economic disparity. The 
government, as it often does, derided our stance. However, as the chasm becomes 
wider, and with calls for remedial action from various social partners, it is no longer 
possible for government to ignore the pleas for a fairer distribution of income. 

Our pre-budget document for the 2017 budget “Lets all Succeed, Together” again 
focuses on the need to have an economy that serves all society. An economy for the 
people. 

This document builds on last year’s document and on the policy papers produced 
by the Opposition over the past months. It also takes into account the proposals and 
arguments put forward by the Constituted Bodies, Unions and other representative 
organisations in their pre-budget documents and policy papers. 

The Nationalist Party is not simply highlighting problems – a necessary duty for 
every Opposition worth its salt. We are proposing solutions. We are sharing our 
ideas with the electorate, with the social partners and with government. We see 
these proposals not as some spring-board intended to make the Nationalist Party 
more popular but as a direct contribution to help improve our society today. 

We see this as our duty and this document is a testament to our call of duty.

FOREWORD
BY SIMON 
BUSUTTIL, 
Leader of the Nationalist Party
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The annual government budget exercise should have one solid aim: that 
of securing the financial and economic future of our country. We cannot 
achieve this aim if we ignore the economic challenges that we face.

The Opposition has over the past three years pointed out and underlined 
its economic and fiscal concerns. We are concerned about the loss of 
competitiveness of our manufacturing industry. We are concerned about 
the rapid increase in public sector employment. We highlighted the increase 
in the number of people living in poverty or at risk of poverty. The cost of 
running government increased by 23% over the past three years contributing 
a one billion-euro increase in the national debt. The government appears 
to be not overly concerned about these facts, preferring instead to focus 
on the debt to GDP ratio and other indicators that at face-value justify its 
economic policy.

The truth of the matter is however that government is inflating public sector 
wages and other recurring expenditure items to unsustainable levels. This 
increase in expenditure is currently being sustained by one-off events and 
higher than average economic growth. What happens if economic growth 
slows down? Clearly, government is less lean and more unfit today to 
withstand the inevitable economic shocks and slow-down. Fiscal prudence 
was abandoned as government is dispensing with public property in a 
reckless manner that reeks of political cronyism and partisan gain. 

New challenges are emerging. Firstly, the Panama papers 
threw a spotlight on financial jurisdictions. Any forced 
changes to tax regimes can have damaging effects on 
economies that depend on the attractiveness of their tax 
laws. Secondly, the full impact of Brexit on the global, 
European and local economy will be felt in the coming 
months and years. As part of the European and global 
community, we should prepare ourselves for the economic 
fall-out as the UK leaves the EU. These and other challenges 
cannot be met with simple public relations efforts but 
require planned counter measures to ensure that our 
economy remains resilient in the face of adversity. Turning 
Malta into a wall of concrete is certainly not the sustainable 
solution. If anything it could potential lead to further 
problems down the road. 

This government has so far failed to develop a long-term plan just as it 
failed to attract new strands of economic business to our shores. To a large 
extent our economy continues to move forward buoyed by the momentum 
of actions taken by past administrations. Eventually this momentum will 
subside at which point we will need fresh impetus to take us forward. The 
Sadeen university, the sale of citizenship scheme or the new power station 
are not going to provide this impetus. Malta needs better. Malta can do 
better. 

The PN, through this document, is again calling on government to refocus 
its energies and priorities away from partisan gains and public relations onto 
the real challenges and opportunities that we collectively face. 

FORWARD 
BY MARIO DE MARCO
DEPUTY LEADER FOR PARLIAMENTARY AFFAIRS

The cost of running 
government increased by 
23% over the past three 
years contributing a one 
billion-euro increase in the 
national debt. 
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SYNOPSIS
Over the years, successive 
governments in Malta, from both 
political divides, prided themselves 
for their efforts to strengthen the 
social welfare system, a system meant 
to ensure that all sectors of society 
gained from the country’s economic 
progress. This social conscience, this 
social voice has all but faded away 
as this government’s attention was 
focused more on pure economic 
growth as represented by GDP 
and employment statistics. While 
important, these numbers on their 
own are not enough to measure the 
well-being of society. 

Economic and fiscal measures 
are deemed successful if they are 
capable of doing two things. Firstly, 
they should generate sustainable 
economic growth. Secondly and 
equally important, they should allow 
a wider number of people to share 
in the country’s wealth. Over the 
past year we have seen our economy 
grow. The growth is being mainly 
pushed by the positive performance 
of the tourism and financial services 
and iGaming sector. However, while 
our economy’s growth outpaced that 
of the European Union, so did our 
poverty indicators. 

There is a growing disparity between 
those that are profiting from the 
economy and those that are struggling 
to make ends meet. Unfortunately, this 
disparity persists despite the drop in 
the number of people unemployed 
and the increasing number of people 
in productive employment. Clearly, 
economic wealth is not cascading 
deep and far enough into our society. 
And it is not reaching everyone. 

The disparity is feeding on a number 
of economic weaknesses that need to 
be addressed if we want to eradicate 
poverty from our society. Firstly, 
our pension and elements of our 
healthcare systems are inadequate 

and are contributing to accelerating 
poverty. Secondly, the rapid increase 
in public expenditure over the past 
three years was not tied to real social or 
long-term benefits with government 
foregoing basic principles of good 
governance and using taxpayers’ 
money for political patronage and 
corruption. Thirdly, although the 
situation has improved over the past 
years, Malta still has one of the lowest 
labour force participation rates in 
Europe. Fourthly, our education 
system is failing in certain aspects, as 
evidenced by the high rate of early 
school leavers, relatively high illiteracy 
and low rate of students following 
tertiary studies. Fifthly, our country’s 
infrastructure, particularly our road 
and public transport infrastructure 
are inadequate and are impacting 
on the quality of life of residents 
and the level of competitiveness of 
our businesses. Sixthly, our SME’s 
are facing increasingly tougher 
environment as global competition 
and red-tape eat into their profits. 
Retailers are a case in point. Finally, 
our built and natural environment is 
being degraded as decisions continue 
to be taken on a case-by-case basis 
without it seems a clear overall 
planning policy and direction. 

These are the main economic 
challenges that we face locally, 
challenges that will inevitably be 

exacerbated  by the impact of Brexit, 
international efforts to harmonise tax 
regimes, the threat of terrorism and 
weak international financial stability. 
The present government’s energy 
policy, particularly the contractual 
obligations entered into by 
government with Electrogas (Malta) 
can also impact negatively in the 
long-run on our country’s flexibility to 
purchase electricity at the cheapest 
available rates and therefore on 
Malta’s economic performance.

We must meet these challenges head-on, 
with policy solutions that will stimulate 
the right type of economic growth. By 
right type we mean of course, economic 
growth that is sustainable and reaches 
deep down and impacts positively all 
strata of society.  

To this end, the Nationalist Party is 
proposing five umbrella packages:

1. Boosting Economic 
Development

2. Revising Public Expenditure

3. Fairer and more equitable tax 
and welfare system

4. Stronger investment in our 
infrastructure and environment

5. Investing in Health and 
Education

There is a growing disparity between 
those that are profiting from 
the economy and those that are 
struggling to make ends meet. 
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The world economy, in the words of the International Monetary Fund, has 
been growing “too slow for too long”. The United Kingdom’s decision to leave 
the European Union added a dosage of political instability and uncertainty to 
what was at best a lacklustre global economic performance. 

 The economic slowdown in China - particularly in the first part of 2016 - and 
in other major economies resulted in a substantial decline in commodity 
prices, most notably oil. The political tensions, conflicts and constant threat of 
terrorism in the Middle East and beyond is also deflating the chances of strong 
economic recovery. 

In Europe, the situation has been relatively rosier, with the economy expanding 
modestly in the first half of 2016, and employment reflecting an improved 
trajectory. The positive economic performance was spurred by an increase in 
private consumption growth, supported by cheaper oil, a relative depreciation 
of the euro and the expansionary monetary policy adopted by the European 
Central Bank. In its latest forecast, the European Commission notes that the 
economy is forecast to continue growing on the back of slightly re-balanced 
domestic demand but growth is not expected to accelerate significantly. Most 
importantly for Malta, our major economic partners, particularly Germany, 
have been at the forefront of this recovery.

A significant challenge for the European continent remains the high rate of 
government debt registered across the continent, with concerns related to 
banks’ profitability being on the increase in a low-interest environment.

Despite these turbulences, the euro area’s GDP exceeded the pre-crisis highest 
level. The European Commission is forecasting that the economy should 
continue to expand at roughly the same rate as last year, implying an economy 
which is staying the course, but not accelerating.

When commenting on the Winter 2016 forecasts, Valdis Dombrovskis, Vice-
President for the Euro and Social Dialogue, said: "Europe is continuing its 
recovery, with growth broadly in line with our previous forecast in autumn. 
We have to remain attentive. Europe's moderate growth is facing increasing 
headwinds, from slower growth in emerging markets such as China, to 
weak global trade and geopolitical tensions in Europe's neighbourhood. 
It is important to continue structural reforms that can help our economies 
grow, withstand shocks in the future, and improve job opportunities for our 
population."

Pierre Moscovici, Commissioner for Economic and Financial Affairs, Taxation 
and Customs, said that, "The European economy is successfully weathering 
new challenges this winter, supported by cheap oil, the euro rate and low 
interest rates. Nonetheless, the weaker global environment poses a risk and 
means we must be doubly vigilant. There is more work to do to strengthen 
investment, enhance our competitiveness in a smart way and complete the job 
of fixing our public finances."

1 The Economy
International Economic Trends 
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THE BREXIT FACTOR
The Brexit referendum’s result led to a sharp decline in the value of the sterling 
and to shocks to the London stock exchange and other stock markets across 
the globe. 

Looking beyond the immediate, knee-jerk reaction of currencies and stocks, 
analysts are now waiting to see how the exit is going to materialise. The four 
freedoms that underpin the European Union – particularly the freedom of 
movement of persons - were the reasons that led to disgruntlement in the 
United Kingdom. How much ground are the European Union and the United 
Kingdom prepared to concede to maintain a strong and healthy relationship 
between the European Union and Britain post-exit? 

Analysts predicted that Malta will be one of the hardest hit countries in 
the aftermath of Brexit. This assumption is based on the fact that Malta’s 
economy is one of the most closely linked to the United Kingdom’s economy 
from amongst the Member States. As the United Kingdom and the European 
Union prepare to launch the exit process, investment decisions in the United 
Kingdom are being postponed.  There are a number of companies in Malta 
that either have UK ownership or that trade heavily with the UK. The lack 
of investment and procrastination, if extended over the medium term, can 
impact negatively on the operations of these companies. 

Malta’s exposure to Brexit extends into other areas. Just over thirty per cent of 
tourists travelling to Malta come from the UK. The deprecation of the sterling 
will make travelling to the Euro area more expensive. If the disparity between 
the Euro and sterling remains at current levels, British tourists might opt 
temporarily to take more of their holidays elsewhere. Brexit can impact tour 
operators and airlines based in the UK. One major online operator already 
went bust, not least due to Brexit, reportedly impacting around 100,000 UK- 
holiday travellers. In the longer term, outbound tourism from the UK can be 
negatively impacted if the country enters into a recession.    

The impact of Brexit will also be felt on the financial services sector. Politically 
Malta has lost its closest ally, an ally that shared Malta’s views during 
discussions within the European Union on this sector’s future. Malta will now 

have to fight its battles alone. This loss could not have come at 
a worse time. The Panama Papers debacle brought to the fore 
the discussion on financial jurisdictions and tax harmonisation 
on a global level. Countries that are losing tax revenue to 
offshore and onshore jurisdictions want to tighten the laws to 
disarm the attractiveness of such jurisdictions. This is perhaps 
the single most important economic battle that Malta has to 
fight over the coming months and years. Losing the UK as 
an ally within the European Union on this issue at this crucial 
time will make this battle harder to win. The United Kingdom 
itself will be facing challenges to protect its financial services 
sector in the post-Brexit era. It is not yet clear whether and 
how the UK financial services model will have to adapt to 
the new reality. The UK government will undoubtedly leave 
no stone unturned in its efforts to safeguard this economic 
cornerstone. It is too early at this stage to predict how and to 
what extent will these changes impact Malta. Malta could gain 
some business from the Brexit fall-out but could suffer in the 

long-term if the UK manages to identify a formula that would make London 
City more attractive as a jurisdiction in the long-run. 

The Opposition has made public its position on the Brexit negotiations. The 
absolute priority of the Nationalist Party is to protect and secure the national 
interest. The second priority is to safeguard the interests of the European 
Union because we stand to gain from a strong and united Union. The third 
priority is to ensure that Malta maintains strong political, economic and 
social relations with the United Kingdom as it has done since Independence. 
The Opposition has publicly offered its full co-operation to government to 
help navigate the post-Brexit referendum should turbulent waters persist. It 
is indeed a pity that the government has failed to take up this offer.

If the disparity between  
the Euro and sterling 

remains at current levels, 
British tourists might opt 

temporarily to take more of 
their holidays elsewhere. 
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THE MALTESE ECONOMY
Main Indicators (GDP, Income and Employment, Inflation and International 
Trade)

GDP 
Malta has continued to exceed, as it has done for the past eight years, the 
euro area’s performance. During the first quarter of the current year (2016), 
real GDP Growth was estimated at 5.2%. A buoyant economic performance 
persisted, explained by strong domestic demand conditions. Major economic 
drivers were wholesale and retail, tourist-related activities, professional 
services (including online gaming and ICT) and public administration. These 
sectors contributed to circa 70% of the reported growth.

The overall positive economic performance is to a great extent underpinned 
by the continued successes in long-established economic sectors.  The 
momentum that started in the past administration was maintained with some 
minor tweaking in certain areas and a fresh impetus to the construction 
industry which is being aided by a less stringent approach to permitting and 
planning. 

The fact that no anchors were thrust to stop the economic momentum is in 
itself positive. However, it is of concern that, three and a half years into the 
mandate of this government, no new major business sectors were identified 
that could drive the economy forward in the decades to come. Government 
did champion a number of “investment” projects particularly in the energy, 
health and education sector. But all of these were tainted by controversy and 
corruption allegations. 

The much-touted American University of Malta, the privatisation of the Gozo 
General Hospital, Karen Grech Hospital and St Luke’s Hospital, the building 
of a new power station and the partial privatisation of 
Enemalta are steeped in controversy. Government has yet 
to publish the documents underpinning these deals and 
any cost benefit analysis undertaken to quantify the long-
term benefits and full public costs of these deals. The lack of 
transparency, haste and lack of proper competitive selection 
process raises doubts on how and why decisions were taken. 
These doubts are amplified by the fact that government was 
found by the Office of the Auditor General to have acted 
against the interest of good governance and public good 
in a number of deals it undertook, deals which resulted in 
the country making losses amounting to tens of millions of 
euros. Moreover, government has all but admitted that in its 
energy policy, it has bound the country to purchase all the 
electricity produced by the new power station at the rate 
which is significantly higher than that of the interconnector 
and the BWSC power station. This unjustified and 
inexplicable decision spurred the leader of the Nationalist 
Party, Simon Busuttil, to publicly announce, in his reply to 
the Budget Speech, that a new PN administration would see to it that the 
country purchased its electricity needs from the cheapest available source.

Sustainable new ventures are essential to keep the Maltese economy relevant 
and able to withstand losses from existing economic drivers. A number 
of key economic sectors are facing risks, namely: (a) the situation of Air 
Malta, if mishandled, could lead to halting or even reversing gains made in 
the tourism sector; (b) the manufacturing industry over the past years has 
stalled with industrial exports contributing negatively to GDP growth. In the 
twelve months leading to June 2016, industrial production in Malta dropped 
by 8.6%, the sharpest drop amongst EU member states; (c) the financial 
services sector could face some uncertain times due to international efforts 
to harmonise tax regimes as well as uncertainty stemming from the Panama 
Papers which exposed two leading government members. These and other 
challenges underline the need for Malta to diversify into new areas of business, 

The lack of transparency, 
haste and lack of proper 
competitive selection 
process raises doubts  
on how and why decisions 
were taken
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as happened in the past through the establishment of the pharmaceutical 
industry, financial services sector, iGaming sector and aviation maintenance 
sector. These sectors provided new job opportunities that more than made 
up for losses in other sectors. What industries are being created to make up 
for future potential losses? The reply of the government to this fundamental 
question has been a deafening silence. 

Chart 1: Nominal GDP Growth Rates: 2009 - 2016

Chart 2: Real GDP Growth Rates: 2009 - 2016

…It is of concern that, 
three and a half years into the mandate of 

this government, no new major business 
sectors were identified that could drive the 

economy forward in the decades to come
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INCOME AND EMPLOYMENT 
The labour market statistics point to a constant increase in the number of the 
gainfully employed and a decrease in the number of people registering for 
work. The increase in the number of gainfully employed is the result of more 
foreigners than Maltese joining the labour market. The drop in unemployment 
is partly the result of more jobs being created and partly due to stricter 
enforcement of the Unemployment Registry rule. For instance, in August 2014, 
1353 people were struck off the unemployment register even though they had 
not yet found productive employment  .  The Opposition is inviting Government 
to give a yearly account of people who were removed from the unemployment 
register without finding productive employment. On 3rd September 2016, the 
Sunday Times reported that 600 long-term unemployed were struck off the 
unemployment register and put on the public payroll. 

The number of foreign workers in Malta is growing rapidly as more and more 
employers in Malta’s main industries, are resorting to recruiting labour from 
abroad. According to the National Employee Skills survey, nearly half of the 
employers who participated in the survey employed foreigners over the past 
three years. Just under 30% of employers declared that they currently have 
foreigners on their payroll.  The share of foreign workers in the labour force 
has more than doubled over the last seven years. The total number rose from 
9,821 in December 2008 (equivalent to 6.1 per cent of the 160,520-strong local 
workforce) to 27,145 (equivalent to 14.7 per cent) – in July 2015, according to 
Employment and Training Corporation data. Minister Bartolo, in September 
2015 said that half of the jobs being created were taken up by foreigners. While 
this is partly due to the fact that Maltese workers are shying away from certain 
jobs particularly in catering and other manual jobs, it is also true that many 
Maltese lack the skills required to take up jobs opportunities being created, 
opening up job opportunities for foreigners. Nearly 71% of the foreigners 
working in Malta hail from EU member states.

Table 1: EU Nationals working in Malta (2008 -2012 – 2015)

Source: Employment and Training Corporation.

Table 2: Third Country Nationals Working in Malta (2008 – 2012 – 2015)

Source: Employment and Training Corporation

The increase in the number of Maltese persons in productive employment is 
partly due to more females joining the productive labour force, the increase 
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in the retirement age and in part also due to more people opting to continue 
working beyond retirement age. Although Malta has over the past years seen 
a positive improvement in the female participation rate, going up from 41.2% 
in 2009 to 53.9% in quarter 1 (2016) it still lags behind the EU average which 
stands at over 60%. The EU has set a headline target of 75% of the population 
aged 20-64 to be employed by 2020 as part of its efforts to counteract the 
decreasing working-age population. 

Table 3: Female participation rate (15 to 64 years) : 2009 - 2016

Source: Eurostat, Labour Force Survey

According to the Labour Force survey results, four sectors saw a drop in 
the number of employees between Quarter 1 of 2016 and the corresponding 
period of the previous year. The main drop was in the industrial sector – 
which includes the manufacturing sector - which saw a contraction of 2,700 
employees, amounting to just over 10%. Part of this decline resulted from a 
reclassification of Enemalta employees to other sectors. The drop in these 
sectors were compensated for by increases in other sectors. The largest 
increase – 5,400 jobs – was in the sector comprising public administration, 
defence, education, human health and social work activities. The total number 
of employees in quarter 1 of 2016 stood at 161,700 compared to 156,700 in 
quarter 1 of 2015. 

Chart 3: Total number of employees by sector

Source: NSO, Labour Force Survey



LET’S ALL SUCCEED TOGETHER□ 16

Table 4: Number of employees (16 to 74 years) by sector: 2009 - 2016

Source: NSO, Labour Force Survey

Table 5: Number of employees (16 to 74 years): 2009 - 2016

Source: Eurostat, Labour Force Survey - Number of employees is the average of the four quarters

Table 6: Registered and Total Unemployed, Labour Supply (16 to 74 years): 
2009 - 2016 

Source: 1NSO, Registered Unemployed; 2Eurostat, Labour Force Survey
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Chart 4: Total unemployed and the unemployment rate: 2009 - 2016

According to the Gainfully Occupied Population statistics, public sector 
employees increased by 3,344 between 2012 and 2015. The total number of 
people recruited into the public sector over the past three years is actually 
higher since one must add to 3,344 the persons employed to replace 
those who retired or left the service, estimated to be around 1,500 a year. 
Therefore, the total number of people put on the public payroll between 
2013 and 2015 is closer to 8,000.  This runs counter to the pledge made by 
the present administration to the European Commission in October 2013. 
The government committed itself to “...restart the practise of restricting 
recruitment and reducing public sector employment through attrition. In 
particular government is committed to restrict the replacement of retirees 
and resignations by the ratio of 2:3. Health and education will be excluded 
from this exercise. It is to be noted that every year there are roughly 1,500 
public sector employees who retire or resign from their posts…Potential 
savings from this policy would amount to around €4.9 million in 2014 and 
additional savings in subsequent years”. 

Table 7: Average Number of Public Sector Employees 2011 - 2016

Source: Gainfully Occupied Population, NSO

The number of foreign workers  
in Malta is growing rapidly… 

according to the National Employee 
Skills survey, nearly half of the employers 
who participated in the survey employed 

foreigners over the past three years
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SECTORIAL INCOME 
DISTRIBUTION
This following analysis of sectorial Income distribution is based on official data 
published in the latest version of the national income accounts (2016 Q1, Table 
3 titled ‘GDP identity from the income side’). 

The income GDP approach is calculated on the basis of the following identity:

GDP from an income approach is derived by adding all declared income 
from wages and salaries, together with surplus or profits reported by 
enterprises operating a business activity in Malta (GDP (Y) = Income from 
Wages + Operating surplus and mixed income (profits) + taxation/subsidies 
adjustments)

An analysis of sectorial contributions to GDP growth over the past 5 years 
(2011 to 2016Q1) reveals that the profitability earned in the economy is 
outpacing growth in salaries and wages. This differs from the situation in 2012 
which was characterised by a symmetrical distribution of the income identity 
between income and profits, with each having a contribution of circa 50%. 
In 2015 the Profitability contribution reached 57%. Conversely, the share of 
income from salaries and wages, contracted to 32.2%. The situation for 2016 
Q1, the latest available data available, is similar to the previous year i.e. 2015, 
with profitability retaining a dominant part. Yet the relative share between 
income sources was dwarfed by adjustments in taxes and salaries which were 
exceptionally high compared to previous periods.

The decline in sectorial income contribution to GDP growth is evident for 
the following sectors: wholesale/ retail and tourism related activities such as 
hotels and restaurants, information and communication technology (ICT) and 
financial services.  On the contrary, professaional services and construction 
reported a relative increase in income earned. The Manufacturing sectored 
retained the same contribution. 

The overall decline in income contribution to the general economic activity 
was compensated for by higher profitability. In 2015 GDP growth was fuelled 
by one-off projects and initiatives such as the construction of the new energy 
power plant, the IIP scheme and a higher absorption of EU funds. 

The drop in the relative contribution of salaries may explain why the economic 
growth is not trickling down to households and individuals in the form of take 
home pay increases and other financial means to improve the standard of 
living in general. The disparity is more pronounced in Gozo where the average 
pay is lower than in Malta. 

An analysis of sectorial contributions 
to GDP growth over the past 5 years  

(2011 to 2016Q1) reveals that the  
profitability earned in the economy is 

outpacing growth in salaries and wages
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Table 8: GDP Identity From the Income Side 2012-2016

Josef Bugeja, President of the General Workers Union commented on the 
disparity between economic growth and growth in workers’ income. Mr. Josef 
Bugeja stated that the 6.3% economic growth (in 2015) needs to translate into 
better earnings for workers and pensioners. The UHM, Voice of the Workers, is 
proposing an increase in the statutory bonus. Jesmond Bonello, UHM director, 
explained that this proposal while not increasing the burden on private sector 
employers will help ensure that GDP growth is distributed more fairly amongst 
employees. The Opposition joins the Malta Employers Association and the 
General Workers Union in supporting this proposal.

Despite the pre-electoral promises by the Labour Party of swift, strong and 
concrete action against precarious work, this problem still persists till today. 
There is no legal definition of 'precarious employment' and this is creating 
difficulties for enforcement agencies. The Nationalist Party is putting its voice 
behind those of Unions and other NGO’s calling for Labour to deliver on its 
pledge to eradicate precarious work.
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Table 9: Average gross salary by sector: 2009 - 2016

Source: NSO, Labour Force Survey

Despite the pre-electoral promises by 
the Labour Party of swift, strong and 
concrete action against precarious 
work, this problem still persists till 
today. There is no legal definition of 
'precarious employment' and this is 
creating difficulties for enforcement 
agencies. The Nationalist Party is 
putting its voice behind those of Unions 
and other NGO’s calling for Labour 
to deliver on its pledge to eradicate 
precarious work.
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INFLATION
Malta’s inflation rate rate in June was reported at 0.76%. The 12-month moving 
average in the same month was 0.86%. Similar trends emerge from the HCIP 
for June 2016, with inflation measured at 1% and the 12-month moving average 
at 1.1%. 

Chart 5: Malta’s Inflation Rate: 2011 - 2016

Chart 6: Inflation, Malta and the EU: 2009 - 2016

In Malta, the most important category in the consumer price index is Food 
and Non-Alcoholic Beverages (16.7 percent of total weight). The Caritas report 
entitled “A Minimum Essential Budget for a Decent Living” published in May 
of this year, stated that a family of two parents and two children needed a 
minimum earnings of €11,446 to enable it to live decently. Families that live 
on one minimum wage and who also received in-work benefits and other 
allowances, earn in total €9,353 - meaning that such families in Malta do not 
earn enough money to buy the bare essentials needed for a decent living. The 
same study also showed how the prices of foodstuff shot up since the 2012 
study. The weekly cost of food for a family of two adults and two children cost 
€107.14 in 2012. In 2016, food costs amounted to €119.44 – an 11.5 % increase or 
€12.30. During the same period (2012 to 2016), the minimum wage increased 
from €158.11 a week to €168.01 or 6.3% in percentage terms and €9.90 in 
absolute terms. This means that the increase in the minimum wage was not 
even sufficient to cater for the increase in the cost of foodstuff for a family of 
four living on one minimum wage.  Property prices and rental prices have also 
shot up and this is putting additional pressure on low income families that do 
not own their own property. When commenting on these findings, UHM –Voice 
of the Workers, said that the last published Household Budgetary Survey 
(2008) published by the National Office of Statistics concluded that families 
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having a yearly income of €8,000 to €10,000 spend more than €11,000 a 
year on average. “If 8 years ago the average expenditure of 19,000 families 
was more than €11,000 per family, what is the average expenditure today? 
Definitely more than €11,000”.

These Indicators point to a two-speed economy whereby one sector of society 
is benefitting much more from the GDP growth than the remaining population. 
As Carmel Mallia, President of the Alliance of Pensioners Association stated 
“While experiencing an economic boom, it is now expected that, concurrent 
with the economic area, the government will address the social dimension 
properly for the next two years. Failure to embark on this mission will result 
in an unpleasant social impact where the rich get richer and the poor become 
poorer” (Times of Malta, 17 August 2016).

Government seems to have finally awoken to this reality as evidenced by the 
theme chosen for this year’s budget “Prosperity with Social Justice”. This theme 
echoes the calls made by the Opposition in last year’s pre-budget document 
entitled “Sustainable Growth and Dignity for all” and in its economic policy 
document entitled “An Economy for the People”. The Opposition, in these 
documents, made a number of proposals on how government can ensure 
that the economic wealth being created can be better distributed throughout 
society. The Opposition is calling on government to redress the widening gap 
between those who are benefitting greatly from Malta’s economic performance 
and those who are increasingly falling behind. Government should look 
beyond statistics and numbers and act on the fact that an increasing number 
of persons are facing economic hardship on a daily basis.

Table 10: At risk of poverty or social exclusion: 2009 - 2015

Source: Eurostat/NSO

As was affirmed in the Commission Staff Working Document - Country 
Report Malta 2016, Malta is still away from its 2020 poverty-reduction target. 
Material deprivation is on the rise is contributing to the poverty and exclusion 
risks. Unfortunately, Government has yet to publish the findings of the 2014 
Household Budgetary Survey. This document is key for a meaningful and 
informed discussion on the state of poverty in Malta.   

Government should look beyond statistics 
and numbers and act on the fact that an 
increasing number of persons are facing 

economic hardship on a daily basis
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INTERNATIONAL TRADE
According to the National Statistics Office during the first semester of 2016, the 
trade deficit widened by €136.9 million when compared to the corresponding 
period of the previous year. Imports increased by €54.6 million while exports 
decreased by €82.3 million. “Higher imports were mainly due to machinery 
and transport equipment, which increased by €308.3 million. This was partly 
outweighed by a decrease of €214.2 million in mineral fuels, lubricants and 
related materials. The decrease in the value of exports was mainly triggered by 
lower mineral fuels, lubricants and related materials (€279.1 million), machinery 
and transport equipment (€48.8 million) and miscellaneous manufactured 
articles (€41.1 million). This was partly outweighed by an increase of €303.1 
million in chemicals”. Chemicals in this context refer mainly to the export 
of pharmaceuticals. Between January and June of this year, the export of 
chemicals increased by 168% or €303 million in absolute terms. This inordinate 
increase helped stave off a sharper decrease in the balance of trade. 

Table 11: International trade (€000): 2009 - 2016 

Source: Eurostat

Chart 7: International Trade: 2009 - 2016
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Chart 8: Export net of fuels: 2009 - 2016

Chart 9: Exports of main goods: January - May 2015/2016

The decrease 
in the value of 
exports was mainly 
triggered by lower 
mineral fuels, 
lubricants and 
related materials
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OVERVIEW OF THE MAIN 
ECONOMIC SECTORS

TOURISM
The tourism industry is on track for a consecutive seventh record-breaking year. 
Tourism arrivals, visitor spending and tourism bed-nights have increased year-
on-year since 2010. In reality the upward surge started in 2006 but was subdued 
in 2009 due to the international financial and economic crisis. Were it not for 
this recession which caused a blimp in the 2009 tourism performance, Malta 
would be this year achieving a consistent and positive ten-year performance in 
the tourism sector.

Chart 10: Number of tourist arrivals and expenditure: 2009 - 2016

One of the main drivers for this growth in tourism sector is undoubtedly the 
increased accessibility to and from Malta, coupled by economic and social 
problems in competing destinations.  The doubling of the routes that service 
the island, particularly but not solely through low cost carriers, helped open up 
channels of new tourism business to Malta. 

Malta is fast approaching the landmark of two million tourist arrivals in one 
year. In this time of growth, it is important that one does not underestimate the 
pitfalls and threats to the industry’s continued success. We should not rest on 
our laurels. 

The main issues of concern that could potentially impact negatively on this 
sector are:

1.  The uncertainty surrounding  ’s future
 The national carrier brings over around 40% of the tourists travelling to Malta. 

Besides servicing a number of direct routes it also provides crucial services 
to a number of main hubs in Europe, particularly Heathrow, Frankfurt, 
Brussels, Paris, Rome and Berlin.  Government seems to be determined to 
hand over a 49% stake of Airmalta to Alitalia even though the Chairman of 
the Italian airline has made it clear that they will not be investing any money 
to acquire this stake. The Opposition, while not privy to the negotiations, is 
questioning the logic of this move. Alitalia is itself undergoing a restructuring 
programme as it battles with huge operational losses. The Opposition also 
feels that government was to quick to discount the possibility of widening 
local shareholding in the national airline. Increased local shareholding would 
ensure that the national carrier remains controlled by Maltese interests. 
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2.  The impact of large construction projects in and around tourism zones 
 A number of major development projects are being planned in and around 

Malta’s main tourism zones. These include the construction of a number 
of high rise buildings particularly in the Sliema and St Julian’s area, major 
development projects in St George’s Bay area, road works on the Kappara 
junction and proposed works on the entrance to Valletta. These projects have 
the potential of turning Malta’s main tourism zones into a building site. It is 
crucial that efforts are undertaken to ensure that these works are planned 
monitored and executed in a manner that limits the inconvenience to both 
the local and visitor population. In the absence of such efforts, irreparable 
damage will be inflicted on Malta’s tourism reputation. 

3.  Carrying capacity limitations
 The year-on-year growth in this sector while welcome can lead to capacity 

issues unless steps are taken to address carrying capacity bottlenecks. It is 
important that government identifies these bottlenecks in advance through 
a carrying capacity exercise and take remedial action, possibly through the 
use of EU funds, before it is too late. In the absence of such action, we could 
see increased dissatisfaction amongst visitor arrivals as the level of service 
drops due to the inability of the destination to cope with demand. Another 
side effect would be dissatisfaction amongst the resident population as they 
would have to compete with the tourist population for the use of resources. 

4.  Security Concerns 
 We live in a world plagued by terrorist attacks, including attacks targeting 

tourism destinations. Despite our close proximity to some of the terrorism 
hotspots, Malta is recognised as one of the safest tourism destinations in the 
Mediterranean. This is a reputation that we need to safeguard at all costs 
particularly as the islands gear up to host important international events 
as part of the EU Presidency in 2017 and Capital of Culture in 2018. In this 
regard, the ongoing allegations of corruption in the granting of residence 
permits and visas to non-EU nationals raises various security concerns. The 
latest allegations that a person in a position of trust within the Office of the 
Prime Minister allegedly sought profit from medical visas issued to Libyan 
nationals are particularly grave. Not only is corruption in the granting of 
visas unacceptable on grounds of good governance, but it is also wholly 
inexcusable because it exploits the needy who seek access to Malta for 
medical reasons or worse, awards medical visas to people who do not really 
have any need for medical assistance, with the obvious security implications. 
The fact that to date, the Police have not acted on these serious allegations 
pointes to collusion right at the heart of the government. 

5. The Future of ITS
 The Institute of Tourism Studies is providing a steady stream of trained 

professionals to our tourism establishments. It is crucial that nothing is 
done to harm this important institution. In the early part of this current 
administration, ITS was suffering from gross mismanagement and bad 
leadership, impacting negatively on both staff and students. Government is 
now making plans to relocate the ITS to Smart City in Kalkara. Plans on how 
this relocation is going to materialise have not yet been made public. The 
Opposition is urging government to publish its vision for ITS and to engage 
with tourism operators on the future of this institute. 

The latest allegations that a person in a position 
of trust within the Office of the Prime Minister 
allegedly sought profit from medical visas issued 
to Libyan nationals are particularly grave.
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6.  Impact of Brexit 
 Over 450,000 tourists that come to Malta are British. It is likely that the 

Brexit will impact to some extent tourism from this source market even 
if the full impact of Brexit on the UK economy will be felt from next year 
onwards. If, as some economists are predicting, the British economy 
contracts as a result of Brexit then one can assume a drop in the spending 
power of the UK consumer. This will in turn impact negatively on the 
travelling patterns of the British people. In such a scenario one can expect 
a decrease in the number of British tourists travelling abroad next year 
and consequently a drop in the number of British tourists travelling to 
Malta. Moreover, a weak Sterling against the Euro will make travelling to 
Euro destinations more expensive prompting more UK tourists to take 
their holidays elsewhere. One must also consider the impact of Brexit 
on UK tourism operators. Lowcostholidays.com went bust due to the 
“turbulent financial environment” post-Brexit referendum. UK Tour 
operators provide business in the shoulder and winter months. A collapse 
of UK tour operators will lead to less bookings in the off-peak months 
possibly reversing the positive trend of flatting out seasonality that 
happened over the past seven years. 

Beyond these challenges, product Malta must adapt to the changing 
demands of the travellers visiting our islands. The private sector 
investment, particularly the investment in St Julian’s golden mile, 
must be complemented by investment in the upgrading of our public 
infrastructure. The island is suffering from a visible lack of effort in 
maintenance and general cleanliness. This problem is extenuated by the 
construction projects that are practically dotting all parts of the island. 
Malta can never be successful in attracting higher spending tourists if we 
do not tackle head-on this malaise. The 2014-2020 programming period 
offers an opportunity to invest further in the country’s tourism product. 
Important projects were undertaken with funds from the previous funding 
programmes. The Malta Tourism Authority has yet to announce what 
projects it will undertake from the current programming period. Similarly, 
Government has yet to announce what projects it will carry out with the 
funds collected from the bed-tax, simply stating that the funds collected 
will be used to improve the tourism product. It is essential that capital 
projects once completed are maintained up to standards. Millions of euros 
went into the restoration of our island’s fortifications. It is a pity in this 
regard, that Fort Saint Angelo, which was officially opened in October 
2015, is not yet open to the public. This is due to government dragging its 
feet in providing funds to Heritage Malta for the recruitment of personnel.

Table 12: Tourism statistics: 2009 - 2016

Source: NSO, Departing tourists until 2012, Inbound Tourism as from 2013
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MANUFACTURING
According to the July 2016 Economic Update issued by the Central Bank of 
Malta: “the index of industrial production fell by 3.3% in year-on-year terms in 
May 2016, following a 2.2% drop in April. On a three-month moving average 
basis, industrial production fell by 3.2% over the same period of 2015. On this 
basis, a substantial decline was registered among manufacturers of computer, 
electronic and optical products and among firms involved in the printing and 
reproduction of recorded media. Output also fell, though to a lesser degree, in 
the food sector. These declines offset increased production of pharmaceuticals, 
beverages, rubber and plastics as well as higher output in the energy sector”. 
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Chart 11: Industrial production, Malta and the EU: 2009 - 2016

More worryingly, according to Eurostat, Malta’s seasonally adjusted industrial 
production has decreased by 1.6 per cent for June 2016, when compared with 
the previous month. Annualised industrial production decreased by a total 
of 8.5 per cent – the sharpest drop out of all EU member states for which 
data is available. This drop comes on top of further drops in previous years. In 
December 2015, De La Rue announced that it will axe 300 jobs from its Malta 
plant. The Opposition welcomes the announcement that Crane Currency is 
actively considering opening a plant in Malta. This investment will partially off-
set the job losses from De La Rue.

The timely intervention by government during the 2009 economic crisis 
helped save thousands of local jobs in the manufacturing sector. Action is 
again urgently needed from government to ensure that other manufacturing 
concerns do not resort to lay-offs.

In May 2016, the Chamber of Commerce urged the government to lower 
energy tariffs for businesses, so as to help Malta’s manufacturing industry get 
through a rough period.

However, throughout the past three years, government has ignored warnings 
on the manufacturing industry from the Opposition and constituted bodies. 
As a result, our manufacturing sector has been left to compete with operators 
in other countries that have benefitted from cheaper energy costs as a result 
of the tumbling price of oil. 

Chart 12: Index of Industrial Production: 2009 - 2016
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FINANCIAL SERVICES
Throughout the past twelve months, Malta’s financial services sector 
has continued to register growth, new business and adding high-quality 
employment. Company registration in Malta has continued at a significant 
pace. From a purely sectoral perspective, financial services are playing a 
big part in the economic development of Malta. Last year, it contributed a 
staggering amount of 90% of Foreign Direct Investment. Government is 
estimating that this sector is now making up close to 8.5% of the GDP, and 
there is no doubt that its success has fed into other ancillary sectors such as 
property, IT, marketing and retail. 

Malta’s ranking as one of the world’s top financial jurisdictions has been 
confirmed by the World Economic Forum in its annual Global Competitiveness 
Report for 2015-2016.
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Positively, this growth, is not only taking place in the traditional banking and 
insurance sectors only, but has also been witnessed in emerging areas such 
as retirement scheme management, in trustees and fiduciaries as well as 
company service providers. This is a result of legislation and regulation that 
has been enacted over the past few years building on the updated vision in 
financial services. At this point, it is important that Malta continues to seek the 
next step ahead, as in a globalised world, jurisdictions follow-up quickly and 
today’s success is by no means a guarantee of tomorrow’s.

The financial services sector is not immune to challenges. The Panama scandal 
which struck at the highest echelons of power, dealt a serious blow to the 
reputation that Malta enjoys as a serious jurisdiction. Similarly, the attacks 
on the person of the Chief Regulator by a senior government minister has 
damaged the sector. 

The impact of Brexit is yet to be determined and the perilous situation of 
the Italian banking system, which is seen, by international commentators, as a 
threat potentially as damaging as Brexit, must not be underestimated.

Positively, annual reports published by local banks have so far reported stability, 
despite certain institutions registering a drop in profits. More importantly, 
however, is the fact that reports by the IMF and credit rating agencies have 
highlighted the solid performance of core domestic banks reflecting their 
conservative business model, with particularly limited external assets and 
liabilities and relatively low loan-to-value ratios.  This is all positive and 
Government and the regulator must continue to ensure that such a cautious 
approach is safeguarded.

However, one of the biggest challenges – and from an industry perspective, 
concerns, facing our country at the present stage are the European 
Commission’s efforts towards tax harmonisation through a number of directives 
and regulations that will seek to limit individual country’s right to increase 
competitiveness by offering a better tax planning deal than their competitors. 
In whichever way we discuss the worldwide Panama Papers scandal, the fact 
remains that it has given the European authorities more ammunition to back 
their case. 

Our corporate taxation was surveyed to be the second most attractive FDI 
feature for Malta and efforts should be strengthened to insist for a special case 
for Malta in Brussels. In this context, the Opposition has consistently over the 
past three years been four square behind Government in its efforts to defend 
sovereignty in tax matters. It is indeed a pity, however, that the Opposition has 
seldom been consulted, still less involved.

The Nationalist Party, in Government and in Opposition, has repeatedly 
called for the European Union to retain fiscal policy as a tool for economic 
development and ultimately a measure to reduce economic disparity among 
EU member states. Malta’s case is one of a small market on the continent’s 
periphery, facing market competition not only from Europe but also from Asia 
and Northern Africa. 

At the same time, our efforts against harmonisation and respect to sovereignty 
do not work against our commitment against tax evasion and aggressive tax 
planning and in favour of transparency. It is in this context that the Nationalist 
Party remains in total opposition to the Government’s stance to brush off the 
local involvement in the Panama Papers. This news is derailing the country’s – 
and Government’s - efforts to fight off European attempts at tax harmonisation, 
since its arguments in favour of transparency would have been significantly 
diluted by failing to take action precisely on such matters. Operators in this 
field are justifiably worried in this context about the damage caused to Malta’s 
reputation.

Financial services depend significantly on reputation. Malta spent long years 
establishing itself as a reputable jurisdiction. It takes much less to dismantle 
such achievements. Government must ensure that the hard work that is 
yielding an unprecedented level of business and employment, is not sacrificed 
in favour of short-term political goals.
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CONSTRUCTION 
AND PROPERTY SECTOR
The construction industry is going through a boom period, boosted by the 
number of foreigners taking up residence in Malta and a more lenient planning 
and permitting system. There is a more positive outlook amongst property 
developers, an outlook that is heralding a surge in property development 
including a number of high rise projects. 

The high rise projects were met with strong objections from the resident 
communities and e-NGO’s.  There is fear that these projects will result in a 
degradation of the living conditions in the neighbourhoods and accentuate 
further existing traffic problems and create new bottlenecks. The Church 
Environment Commission also warned that “there is also the risk of the creation 
of a property bubble if all the planned projects are taken to completion. This 
could eventually force the government to adopt measures (fiscal or otherwise) 
to protect the property developers from financial problems”. Taking these 
concerns into account, both the PN-led Sliema local council as well as the 
PN representative on the Planning Authority board voted against the new 
high-rise properties in Sliema and in Mriehel. However, both properties were 
approved on the back of the majority members nominated by Government. 

However, so far the demand for new properties for both rental and acquisition 
seems to be outpacing supply, evidently pushing up property prices. Advertised 
prices for residential property went up by 9.9 per cent in the first three months 
of this year compared to last year according to a survey carried out by the 
Central Bank. This price increase follows on an increase of 10 per cent during 
the final quarter of 2015, and an overall growth rate of 6.3 per cent in 2015. The 
upward trend in house prices remained strong since the end of 2013.

Similarly, rent prices have shot-up in the past four years.

Table 13: Rent prices: 2012 - 2015

Higher rent rates mean greater returns to property owners but also means 
that low income families are finding it increasingly more difficult to find decent 
accommodation at affordable rates. Government contributed negatively 
to this situation by imposing exorbitant increases on rental fees on public 
housing without taking into consideration the social needs and income status 
of the tenants.

Regrettably, Government does not even have a national strategy on social 
accommodation.  This fact was recently high-lighted by the President of 
the Republic, who during a meeting organizing by the Forum Komunita' 
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Bormliza, declared that the Government should have a national strategy on 
accommodation in place before trying to discuss the rental
increases.

The higher returns for property developers is not cascading into the pockets 
of construction workers who saw just a 2.5% increase in their salaries between 
the first quarter of 2015 and the corresponding period in 2016. During 2015, 
the average salary of construction workers dropped by 3.4%. According to the 
Labour Force Survey, the number of construction workers decreased by 600 
or 8% in the first quarter of 2016 when compared to the corresponding period 
in 2015. 

The Opposition is calling for a more sensible and planned approach to 
development, particular high rise development in Malta. Development at all 
cost, which seems to be the motto of this administration could lead to long-
term problems that will be very difficult to resolve in the future. 
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MARITIME 
AND LOGISTICS SECTOR
The Maritime and logistics sector was earmarked to be of great potential, in 
almost every strategic economic vision for Malta’s economy. Almost a decade 
ago the idea of achieving excellence in the maritime sector was highlighted 
in Vision 2015. Recently, the idea was extended and transformed into the 
concept of a Maritime Hub. 

These attempts to portray a strategic vision on the Blue Economy for Malta is 
a positive initiative, meant to generate further economic activity, high value 
added growth, job creation and profitability. Nevertheless, decades had 
passed and progress in the actual implementation of plans has been quite 
sluggish.  What seems to be a good plan, backed by general agreement and 
supported by positive sentiment, still manages to take years to materialise.

Maritime logistics goes beyond sea transportation activities, such as 
contracting, shipping, moving cargo and loading/unloading. It also includes 
supplementary services such as warehousing, stripping/stuffing, distribution 
centres, testing and quality control, light assembly, packaging and re-packing, 
as well as inter/intra modal transportation facilitation. The latter was recently 
a source of political spark, amongst the many occasions, between the major 
political parties. Not on the idea, but on speculative effects shaping the 
potential expansion of Malta’s Freeport, and its implications on the citizens 
in the South, Birzebbugia residents in particular. 

The Blue Economy is operating well below its potential, despite studies show 
that the maritime sector is estimated to contribute 15% ( direct and indirect 
effects) in the total economy. Meanwhile, the sector is calculated to generate 
20,000 jobs, with an annual value of circa €6 million injection in the circular 
flow of income. 

Despite recent attempts to generate a higher value added from the maritime 
and logistics activities, the sector is still characterised by sporadic efforts 
and the lack of inter-linkages between related activities. For decades, our 
country focused on ship registration, together with shipping-agencies 
related activities. Malta, as a state flag, was a successful story which warrants 
satisfaction. But the potential for growth in this sector goes beyond the flag 
registration. 

Higher multiplier effects in the sector would have been possible if different 
activities will be managed like a clockwork.

 A ship registered in Malta, can be incentivised to set-up a company locally 
and subsequently pay corporate taxation within the Maltese jurisdiction. 
The local presence of shipping companies will stimulate more activity to the 
benefit of the accountancy, legal, banking and auditing professions. 

Similar interactions between activities and other innovative ideas, such as 
the setting up of a maritime court, is projected to increase the value added 
generated locally, together with higher labour productivity. 

Research studies on the sector show that similar initiatives can increase the 
potential of the sector and generate a total economic growth of 3%.

It is public knowledge that the Freeport is operating very close to its full 
capacity. Investors are stepping up pressures on local policymakers to 
commit on the infrastructural requirements and investment required to 
expand their operations. Intermodal transport is being ranked high on the 
investor’s agenda, because the air-sea inter-linkage is considered to be 
an activity with great potential, advocated by the strategic geographical 
position Malta enjoys between Europe and the North Africa. Moreover, the 
road infrastructure between the airport and the Freeport is already available, 
as a positive result of past visions.
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The fundamental gap in the infrastructure is the stark lack of warehousing/
storage facilities. Without significant storage buffering, the Air-Sea links 
would be obviated at the outset

The maritime sector is in an urgent need for tangible actions. Malta cannot 
rest on its past achievements in this sector or indeed in any other sector. We 
need to identify new channels of business and the Blue economy is a natural 
and obvious place for us to look. Government’s words at the start of the 
legislature have failed so far to translate into concrete action. The maritime 
hub in the Marsa dock, is positive but albeit, a small one in the right direction. 
More, much more can and needs to be done. 
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RETAIL ENTERPRISES 
Retail operators in Malta are facing different fortunes. While some traders 
are reporting increased sales others are facing falling sales and rates of 
return. The fate of traders is being impacted by a number of factors linked 
to geography, size of the market, innovation and other factors. The GRTU 
in its 2016 retail survey made reference to these challenges as it reported 
that 2015 in general was a positive year for retailers with 48 per cent of 
respondents to the survey stating that their sales increased by up to 30 per 
cent over 2014, 27 per cent saying that sales remained the same and 25 per 
cent experiencing sales drops of up to 30 per cent. 

Chart 13: Volume of Retail Trade: 2009 - 2016
 

Chart 14: Volume of retail trade: 2009 - 2016

The primary challenges faced by retailers in Malta are mainly related to the 
limited size of the local market, unfair competition from unlicensed traders, 
competition from the internet and inability or reluctance of most operators 
to expand their e-business. It is also a fact that shopping zones in certain 
localities are suffering due to lack of parking and easy access and product 
fatigue. 

The Nationalist Party believes that the retail sector is crying out for a strong 
impetus and an overall evolution to transform itself into a sector which delivers 
a strong economic value added. The Party’s vision is to have all stakeholders 
converge their efforts to build a complete retail ecosystem enabling Malta to 
serve as a complete retail destination and location for testing and portraying 
complete retail solutions. We want to re-ignite the passion in retail and entrench 
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pride in the retail community, intensifying belonging and quality employment. 
The Opposition’s proposals will be adopting a multi-faceted approach, seeking 
a wider reach in more diverse sectors and sub-sectors/specialties, promoting 
further vertical depth, supply chain integration and the growth of a specialist 
industry in the retail support services domain. 

The Nationalist Party is in the process of drawing up specific recommendations 
aimed at ensuring a sustainable future for retail trade not only at a national level 
but also at a locality level. This policy document will put forward proposals on 
improving access to finance for SMEs. It will also propose a system that will 
ensure a fairer system of public procurement that gives SMEs a fair shot at 
bidding successfully for public sector contracts for good and services. Retail 
operations add benefit to communities and the impact of the loss of retail 
operations in localities extends far beyond the inconvenience of shoppers 
having to leave their community to acquire goods. 

As it has done in other policy areas, the Opposition will be launching a 
consultation process on its retail policy well in advance of the next general 
election, giving the opportunity to stakeholders and the electorate to 
contribute to the policy development process and to evaluate comprehensively 
the proposals being put across.

In the meantime, the Opposition is calling on government to take remedial action 
to help limit the negative impact of the challenges being faced by the sector. 
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ENERGY 
In the latter part of the 1990’s up to the 2012, the local debate on energy was 
focused mainly on utility prices. These prices were dictated by the hike in the 
price of oil which at its highest reached $147 a barrel. Post 2014, the price of 
oil fell dramatically as supply exceeded demand. At one stage, the price fell 
to below $30 a barrel – a 75% drop - and is now hovering around the $40 a 
barrel mark. 

The fact that practically all of Malta’s energy supply was obtained through 
the burning up of heavy fuel oil produced two additional concerns. The first 
was environmental largely due to the creation of toxic deposits created by 
the combustion of heavy fuel oil. When in Opposition, Labour also contended 
that the BWSC plant was polluting the air going as far as labelling it a “cancer 
factory”. These claims were subsequently proved wrong and the same BWSC 
plant continues to this very day to operate on HFO. The dependence on one 
source of fuel also brought up concerns of security of supply. 

The environmental and security of supply considerations were addressed 
with the commissioning of the interconnector in June 2015 which was yet 
another legacy of the last PN administration. The interconnector allowed 
Malta to buy its electricity from the European energy grid at cheaper rates 
due to the drop in the price of oil and economies of scale. Furthermore, the 
efficiency of the BWSC plant – commissioned at the end of 2012 - when 
compared to the older Enemalta plants, also resulted in cheaper generation 
of power in Malta.  The combined effect of the interconnector, drop in the 
price of oil and efficiency of the BWSC plant allowed Enemalta to lower 
its prices for consumer and commercial users. The additional generation 
capacity also allowed Enemalta to close its oldest power station in Marsa.

“The primary energy consumption decreased by 11% from the previous year 
(2012). One factor responsible for this decrease is due to the reduction of 
fuel consumption for thermal power generation. This reduction is attributed 
to the entry in commercial operation of new Diesel Engine plant at Delimara 
Energy Efficiency Trends and Policies in Malta 10 Power Station in December 
2012. The operational conversion efficiency of this plant is of 48% and it 
replaced older plant at Marsa Power Station which had a conversion efficiency 
of 24%. The overall effect was an increase of 5% on the conversion efficiency 
of all the power generation in Malta”. (source: Energy Efficiency Trends and 
Policies in Malta, Sustainable Energy and Water Conservation Unit, 2015). 

In the run-up of the 2013 election, Labour promised what on paper was 
meant to be a radical and innovative reengineering of Malta’s energy policy. 
Labour unveiled its well marketed plans, which included a land-based gas 
storage and re-gasification unit. 

The Nationalist Party in government, was also working on a shift to gas. 
The National Policy for the Maltese Islands published in 2012, included the 
strategic objective of “Switching island generating plant to natural gas”. 
The PN administration wanted this shift to happen through a pipeline 
linking Malta to the European gas infrastructure. On 18 May 2012, the PN 
administration submitted to the Commission a Project Proposal entitled 
“Connection of Malta to the European Gas Network.” for the pilot selection 
process of projects of Common European Interest (PCI). The objective of the 
proposal is to:
a. connect Malta to the European Natural Gas Network via a 150 kilometre 

pipeline to Gela in Sicily; 
b.  install a Floating LNG Storage and Re-gasification Unit (FSRU) to be 

supplied with LNG shipments and which would be connected to the 
Delimara Power Station (via a 12 kilometre pipeline) and to the gas 
interconnection

In July 2013, the first list of Projects of Common European Interest is 
confirmed by the Regional Groups. Malta’s gas pipeline was included in the 
list. This official confirmation puts paid to Labour’s false claims that the PN 
administration had not envisaged a switch to gas. 
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The discussion in the weeks before the election focused on the tight 
deadlines included in Labour’s proposal– deadlines which were eventually 
missed – and on the location of the land-based storage tanks which were 
eventually abandoned in favour of a floating storage unit (FSU). It later 
transpired that the Labour Party knew that the land-based storage tanks 
could not be constructed within the proposed and promised timeframes but 
opted regardless to retain them in its pre-electoral projections despite the 
evident falsity of these claims.

The debate on energy generation brought to fore other issues namely the 
monopolistic nature of our electricity generation sector and the subsidies 
culture which has dominated the economy for these last fifty years, resulting 
in Enemalta running at heavy losses. Subsidised energy sources distort the 
market mechanism, create misallocation of resources, give a false impression 
that electricity is cheaper than it really is and it therefore encourages 
waste, misuse and abuse. The problem therefore was not just about the 
country’s overdependence on imported fuels, but also one of inefficiencies 
in operations and the management of the state power plant.

Although one has to admit that the previous administration failed to 
communicate effectively its energy policy, the investment on the Malta-Italy 
interconnector was a significant step in the right direction, well acknowledged 
by all stakeholders in the sector. This investment is contributing to the 
achievement of a well-diversified energy mix. Moreover, the infrastructure 
was an economic breakthrough, in the sense that the country is now starting 
to reap the benefits from the economies of scale in energy production, by 
having access to electricity generated through sources located in Sicily and 
other regions in mainland Europe. Additionally, Malta is expected to benefit 
from even lower rates through the new interconnection between Sicily and 
Reggio that was unveiled in May 2016. 

….But after years of long debates on Malta’s proper energy policy, can the 
country claim it had reached the desired objectives? 

THE PRESENT ENERGY MODEL
The conversion to gas has its economic and environmental benefits, being a 
cleaner and relatively cheaper energy source. Both political parties agreed 
on the need to shift to gas. Criticism by the Opposition and other constituted 
bodies are namely fuelled by the lack of transparency reigning the 
implementation of new power plant and the controversial 18-year agreement 
between Enemalta with Electrogas, the owners and operators of the new 
gas-fired power station. This in effect strengthened the monopolistic nature 
of energy generation in Malta, as rightly pointed out by GRTU in their Budget 
2017 proposals. Enemalta is obliged to buy electricity and liquefied gas from 
this Maltese Consortium. In the meantime, Shanghai Electric Power bought a 
33% stake in Enemalta and outright ownership of Malta’s main power station, 
the 'BWSC' plant. 

These sort of business relationships and obligations are by time being 
even more challenged, not only on how fair the adjudication process was 
undertaken, but on the serious financial implications in case the state 
guarantee will be called.  Government granted what Minister Edward 
Scicluna himself defined as an “unprecedented” state guarantee to the tune 
of €360 million to Electrogas to enable the winning consortium to seek 
financial backing for the project. This state guarantee was not mentioned 
in the procurement process rendering it a material deviation from the 
conditions set out in the procurement process. More importantly, calls are 
being frequently made on whether such long-term deals will be jeopardising 
the country’s flexibility and hampering its adaptability to take advantage of 
further investment opportunities in the sector and the implementation of 
innovative technologies, especially in the field of renewable energy. 

The justification of Shanghai Electric was advocated as being a financial 
vehicle rendering the required financial injection to address the precarious 
state of finances challenging the state power monopoly. However, the 
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fact that Shanghai Electric and ElectroGas (through SOCAR one of the 
shareholders in ElectroGas) are respectively co-owned, albeit in different 
proportions, by two foreign states, China and Azerbaijan, is another area of 
concern, especially on whether these two private business units can now be 
considered as a private dominant operators in the local electricity production.

The lack of long-term vision and uncertainty reigns

Malta will not be able to make full use of the Malta-Sicily interconnector’s 
capacity due to its contractual obligations towards ElectroGas. In the first 
semester of 2016, the interconnector provided 72% of the country’s needs. 
The investment on the interconnector gave the country a more stable 
supply, and therefore households and businesses are expected to suffer less 
inconvenience and costs associated with general power outage. However, 
questions on whether the investment on the interconnector is yielding the 
originally planned value added, will definitely lead to unclear answers due to 
the nature of the agreement government entered into with Electrogas. 

Electrogas was given the right to connect with Enemalta’s distribution 
network. Nevertheless, concentration is focused on energy production, 
with little emphasis being placed on the much required investment on the 
distribution network. Without further investment in the distribution system, 
the problems of power outages will not go away.

It is also unclear how government claims that the gas storage vessel to 
be berthed in Marsaxlokk is a temporary solution to the gas pipeline are 
factual. The idea of a gas pipeline was touted by the previous nationalist 
administration, and was meant to be a permanent structure to supply and 
fulfil Malta’s gas future requirements. If a gas pipeline is actually developed 
in the medium-term, how will this impinge on the 18-year gas supply 
agreement signed by Enemalta with the ElectroGas consortium? The cost 
of the gas storage tanker – rumoured to be in the region of €300 million – 
arguably put the gas supply agreement in direct conflict with the plans of 
investing in a gas pipeline. Since Enemalta is now contractually obliged to 
buy gas from ElectroGas, if a gas pipeline is developed who will own the 
infrastructure? It is for this reason, and for reasons linked with the safety 
that the Nationalist Party strongly opposed the Labour government’s 
decision to anchor a gas tanker in Marsaxlokk bay.

Similarly, general concerns are expressed on whether the 18-year agreement 
will be hampering the local implementation of innovative ideas in the 
energy sector, denting further the diversification of the local energy mix. 
The international battery producer company Tesla, has recently reported 
big advancements in battery technology, where households can acquire a 
well cost-effective and affordable designed battery, which can store power 
from alternative sources of energy. Case in point are photo voltaic panels. 
Households can become practically energy independent because these 
Lithium ion batteries can make use of stored energy during off-peak hours 
(during the night). This technology will become even relevant when the 
feed-in tariffs will be reduced over time. 

Without further investment in the 
distribution system, the problems 
of power outages will not go away
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These long-term commitments being entered by the present administration 
are seriously jeopardizing such technological developments from being 
exploited locally. The latter is especially of a concern when the country enjoys 
a great potential in renewable energy, especially solar and wind energy. Tesla 
appears to have solved the problem of producing less costly batteries and 
the recently launched technology is expected to “extend the environmental 
and cost benefits of solar into the night when sunlight is unavailable.”

Friends of the Earth's renewable energy campaigner Alasdair Cameron said 
batteries like the Powerwall could become as common as central heating. 
Just as the internet changed the way we use information so renewable 
sources, like wind and solar, are changing the way we make and use energy 
- and electricity storage is an important part of that change. 

Is our nation going to be refrained from being part of these innovative 
changes?

The government is claiming that its energy policy brought about a reduction 
in utility tariffs and cleaner air. In truth, the reduction in tariffs and the 
reduction in CO2 emissions was only made possible by the investments in the 
energy sector carried out by the previous administration and the drop in the 
international price of oil. Beyond the issue of tariffs, the promised innovative 
energy policy is raising doubts and questions on the future of energy 
generation in Malta. Furthermore, the environmental impact including the 
increase in CO2 emissions of a permanent mooring and running of a 105,000 
tonne thirty-year old tanker in Marsaxlokk Bay still needs to be assessed. 
The lack of transparency, long-term obligations and the lack of energy 
sovereignty will pose serious risks for the nation to foot a relatively higher 
utility bill in the future.

The set of unanswered questions and related uncertainty conclude that 
island’s energy policy is far away from achieving its long-promised objectives. 
This is why the leader of the Nationalist Party stated in no uncertain terms 
that a new PN administration would purchase electricity from the cheapest 
available source rather than bind itself to the dubious 18-year deals.

Table 14: Production and Importation of electricity, Malta (Gigawatt-hour): 
2009 - 2016

Source: Eurostat Note: Data for 2016 until May, June estimate
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Chart 15: Gross production and importation of electricity: 2009 - 2016

Chart 16: Average household electricity prices, Malta and the EU: 2009 - 2016

Chart 17: Average industrial electricity prices, Malta and the EU: 2009 - 2016
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RECURRENT EXPENDITURE
Recurrent expenditure is spiralling upwards. Between December 2012 
(the last full year of the previous administration) and the end of 2015, 
recurrent expenditure increased by 23% or €569 million in absolute terms. 
Comparatively, in the period 2009 and 2012 - the last three full years of 
the previous administration- recurrent expenditure increased by 12% or €284 
million. In July 2012, Karmenu Vella then Labour’s finance spokesman had 
expressed alarm over a 10% increase in government’s recurrent expenditure. 
How much more alarming is the situation now with recurrent expenditure 
shooting up by 23%? 

Government’s argument that the increase in recurrent expenditure is more 
than offset by the increase in revenue is fundamentally flawed for the 
following reasons: 

(1) Governments should aim for a lean operation by containing recurrent 
expenditure and aiming to do more with less.

A significant percentage of the increase in recurrent expenditure is due to 
the increase cost of financing public sector wages as a result of the additional 
people placed on the public sector payroll. In many cases, as evidenced by 
the hundreds of jobs given on a person of trust basis, these jobs were created 
as political favours rather than as a result of a real public need. Administrative 
posts are being handed out without as much as a call for applications in full 
disregard of the electoral pledge of meritocracy. Moreover, public officials 
who earned their post following a competitive process are often pushed 
aside in favour of people appointed on the basis of political patronage. 

The expenditure on public service salaries increased from €612 million in 2012 
to €741 million at the end of 2015, representing a 21% increase. Government 
is estimating the cost on public service salaries to increase by a further €50 
million in 2016 pushing up expenditure on public sector wages by 30%. To 
date, government has constantly exceeded its budgeted expenditure on 
public service wages. Personal emoluments cover only the wages of line 
ministries and departments and does not include the wage bill of government 
authorities and other public bodies outside the traditional Ministry structure. 
The wages of public sector employees are included in the contribution to 
government entities. In the first semester of 2016, contribution to government 
entities went up by 17% when compared to the corresponding period in 2015. 
The increase in the number of public service employees in many cases is not 
leading to an improved service to the customer. 

If anything, people are losing trust in public institutions, not least because 
of the involvement of a number of government entities in scandals and 
questionable deals. The Police Corp had no less than five officials occupying 
the top post in the past three and a half years. Other authorities such as 

2 Public Finances
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the Lands Department, Transport Malta, the Planning Authority and Identity 
Malta have tarnished the image of the public sector. Questions are also being 
asked about the independence of the Central Bank, the Financial Analysis 
Intelligence Unit and other sensitive agencies which in theory should be 
operating at arm’s length from government. 

(2) Health and Education targets are not being met despite increased public 
spending.  

EDUCATION
Early school leavers in 2015 dropped by just 0.5 percent in 2015, one of the 
lowest drops in recent years. Despite efforts taken over the years, Malta 
remains far off from the target of 10% of early school leavers. Malta is also 
lagging behind in literacy targets as we struggle with one of the lowest 
literacy rates in the European Union. The PN is committed to addressing this 
long-standing deficit in early school leavers and low literacy levels once and 
for all. 

In 2015, the government launched a scheme whereby teachers were given a 
sabbatical to invest in their professional development. Government should 
give information on the take-up of this scheme. The Opposition feels that 
there is room for this scheme to be implemented more effectively and more 
widely.

The Opposition continues to be in agreement with the one tablet per child 
scheme but what is a tablet without digital tools? So far the government has 
not even told educational book publishers which type of digital platform it 
will make available on these tablet and so Maltese publishers have not been 
able to come up with digital tools. 

To gain maximum benefit from this investment, government should fund a 
digital platform based on educational tools which are developed according 
to national minimum curriculum and learning outcome frameworks (when 
the latter are brought into effect). Students, teacher and parents should be 
given free access to this platform.  These tools will provide quality digital 
interactive educational experience that facilitates the process of teaching 
and learning thereby assisting each student to reach his/her full potential.  
These tools will also include educational tools that are aimed at vulnerable 
children or children with learning difficulties and which will contain the 
curriculum adaptations that are necessary.  This facilitates the LSA’ s role. 
This platform and tools is to be available to all schools: State, Private and 
Church without the last two having to divulge private student data. 

Last year’s budget said that three digital tools were to be launched and an 
authoring tool for teachers. Government needs to explain what has been 
done on this initiative.

To date, government has constantly exceeded its 
budgeted expenditure on public service wages. 

Personal emoluments cover only the wages of line 
ministries and departments and does not include the 
wage bill of government authorities and other public 

bodies outside the traditional Ministry structure
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PROVISION OF FREE CHILDCARE 
The Opposition supports the provision of free Childcare but wants free 
quality childcare run in a way that truly addresses the needs of children. 
The present scheme has diminished the quality of childcare with childcare 
centres increasing in number but not in quality. The fee per hour being paid 
by government does not reflect the investment needed for quality childcare 
which does not only provide a safe and healthy environment for children to 
be cared for while their parents are at the place of work but should provide 
an environment that addresses their psychological, physical and social 
growth. This needs continuous investment in carers and in the environment 
of the childcare centre itself by way of resources. The fee received does not 
allow for this. Private centres are in constant competition with government 
run (FES run) childcare centres. Private centres do not have the resources 
to accept children with disabilities or vulnerable children, cannot employ 
carers on a 40-hour full time week, cannot pay the salary that is paid by the 
government and do not provide security of job tenure to their employees.  
This because while the FES centres running on public funds employ carers 
irrespective of the hours booked by parents, private centres cannot pay 
carers when these are not needed.

In last year’s budget government committed itself to increase its recurrent 
expenditure to assist church schools in providing vocational courses whilst 
their teaching staff would benefit from conditions of work that are on a par 
with state school staff. This has not really trickled down sufficiently to the 
schools. Government had also promised that it will purchase 3D scanners 
and printers for design and technology laboratories. The Opposition is asking 
whether this pledge was implemented.

Chart 18: Early school leavers as a % of the population aged 18 – 24: 2009 - 
2015
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HEALTH
Malta’s health care system placed 23rd in The Euro Health Consumer Index 
2015, published by the Health Consumer Powerhouse. This index measures 
the national health care system amongst 35 states. Malta had the 17th highest 
spending per capita on healthcare in 2013. It ranked in the 22nd place in the 
Bang-for-Buck adjusted score in 2015. 

Chart 19: Euro Health Consumer Index Scores 2015

Chart 20: Total Healthcare spend per capita 2013
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Chart 21: Bang-for-Buck adjusted Score in EHCI 2015

Chart 22: Waiting lists in Europe EHCI 2015
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The same report shows that waiting lists in Malta are average when compared 
to those in other European states. On this point, according to Dr Martin Balzan, 
a leading figure in CMTU and MAM, waiting list for appointments with health 
specialists is growing longer and not shorter. Dr Balzan opined that patients 
are taking longer to be diagnosed shifting the bottleneck from the surgery 
to the outpatient departments. There were reports in the media of cancer 
patients given appointments six months down the line. Clearly this situation 
is unacceptable. 

The present administration has done very little to address the shortfalls 
highlighted in the Euro Health Consumer Index 2015 report. The patient’s 
rights charter recently launched by the Health Minister lacks the legislative 
support to enforce the points made in the document. It clearly shows the 
government lacks the will to turn this document into a much needed law on 
patient’s rights.

Thanks to the vision of and actions taken by past administrations, the number 
of health care professionals have increased substantially over the past years. 
The Opposition acknowledges the dedication and professional service given 
by all workers in the health system. The challenges these workers are facing 
are becoming steeper in view of the rising demand for healthcare services. In 
order to meet these challenges, Government must take concrete and effective 
measures towards the engagement of allied health professionals and not 
only doctors and nurses. While openly criticising the increase in public sector 
employment in other sectors, the Opposition is conscious of the need to 
increase human resources in the two essential sectors of health and education.

The first national cancer plan expired in 2015. In the meantime, patients have 
had to beg at the Malta Community Chest Fund for the treatment which is 
rightfully theirs. The National Cancer Plan should be updated with haste and 
should focus on much needed new treatments and medicines as well as more 
screening and preventive programmes.

(3) Government has a moral obligation to use public assets, including tax 
money, in a just, wise, transparent and efficient manner.

The Labour administration has been chastised by the Auditor General time 
and time again for going against the basic principles of good governance and 
sound financial management. The way government handled the Café Premier 
negotiations, the SOCAR deal and public land expropriation deals, notably in 
the notorious Gaffarena scandal, resulted in losses of tens of millions of euros 
of taxpayers’ money. 

(4) Government must plan ahead and ensure that the economy is able to 
withstand economic recessions.

The exorbitant increase in recurrent expenditure has weakened Malta’s ability 
to withstand an economic recession. It is relevant to point out that in February 
2016, Fitch commented that “a slowdown in growth or a rapid increase in 
expenditure are the main risks to debt reduction” in Malta. Standards and 
Poor in January 2016 commented that "without further reforms in the pension 
and health care systems, the progress in budgetary consolidation will become 
strained in the medium to long term..." and that “...the pressure on spending 
slippages may be difficult to contain”. The International Monetary Fund in 
November 2015 stated that “To ensure that the proposed fiscal targets are 
met, additional expenditure measures should be considered. In this context, 
public sector negotiation of collective agreements should be done within 
the framework of planned fiscal consolidation and should not result in 
increases higher than inflation”. While focusing on the positive comments of 
rating agencies and other international financial institutions, government is 
conveniently ignoring these warning shots. 

(5) Government should stick to the budgeted expenditure

Government is not in control of its recurrent expenditure. Between 2014 and 
2015, government spent €234 million more on recurrent expenditure than it 
actually budgeted for. While budgeting to spend €2,954 million on recurrent 
expenditure in 2015, government actually spent €3,057 million. This represents 
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an overspend of €103 million or 4%. In 2014, government budgeted €2,726 
million for recurrent expenditure. It ended up spending €2,857 million or €131 
million (4.8%) more than budgeted. 

Between 2013 and 2015, an additional €80 million were spent on personal 
emoluments than was actually budgeted for.

Table 15: Budgeted and Actual Recurrent Expenditure 2015-2016 split by 
main categories

Source: Ministry of Finance, NSO
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CAPITAL EXPENDITURE
/EU FUNDS
After three and a half years of Labour government, we are experiencing a 
widening infrastructural deficit and the general feeling of deficiency and neglect 
in the country’s infrastructure is palpable. Lack of investment in infrastructure 
affects our quality of life. Since Malta joined the European Union, government’s 
capital expenditure was mainly driven by the European Regional Development 
Funds (ERDF) and other European Union funds allotted to Malta. 

According to information given by the Deputy Prime Minister Louis Grech in 
Parliament on 25 April 2016, Malta absorbed €64 million amounting to 100% 
of the ERDF funds allotted in the 2004-2006 programming period. Between 
2009 and 2014, Malta utilised €383 million or 73% of the funds allotted from 
the 2007-2013 programming period. Government is yet to confirm whether it 
managed to absorb the remaining 27% of the 2007-2013 funds and whether 
or how much of these funds were lost due to procedural issues.  Likewise, 
no information is available on how much of the €1.2 billion allocated under 
the 2014-2020 programming period were absorbed to date. Due to the low 
absorption rate in 2016, government’s capital expenditure in 2016 is expected 
to be the lowest in recent years. European Union funds have to be utilised 
within a specific time period which comes to an end two years after the end of 
the programming period. This means that three years have elapsed of the time 
government has at its disposal to utilise the €1.2 billion funds obtained during 
the previous administration. There is little evidence to show or prove that this 
time was used wisely or productively. 

The slow-down in capital expenditure means that improvement works on 
the country’s infrastructure are going to take longer than necessary. The 
pre-electoral much vaunted roadmap has all but disappeared. This roadmap 
was supposed to lead to quick and tangible improvements in the road 
infrastructure. Government has to date completed, after a long delay, only one 
major road improvement project - the Coast road project, albeit a mishandling 
of the procurement process led to a loss of €11 million in ERDF funds allocated 
to this project. And even this project was planned and commenced during the 
last PN-led administration.

The public transport system has not improved and this despite the trebling 
of the subsidy given to the public transport operator. It is not surprising that 
transport and traffic congestion, together with corruption, topped the list of 
public concerns in surveys carried out during 2016. 

Over the past three years there was a noticeable slow-down in capital projects 
in the education sector and this despite a clear promise by the Labour Party 
to continue the capital investment programme, that led to the construction of 
new schools, initiated by the previous administration.  
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In 2018, Valletta will be the European Capital of Culture. This unique event 
should have been preceded by intense capital investment to ensure that the 
Malta stands out culturally during 2018 and that legacy of this occasion lives 
on for decades to come. With just over twelve months to go, there is little 
evidence of the projects that can ensure and deliver this legacy. 

Inter-island connectivity remains key if we want to overcome the negative 
effects of the double insularity of Gozo. Improving accessibility will release the 
full economic potential of Gozo and improve drastically the quality of life of 
Gozitans. Despite several promises to the contrary, the government dragged 
its feet on this issue. There is no clear time-line for the study on the tunnel 
link between the two islands. No concrete action was taken on the fast ferry 
service between Gozo and Valletta or on the much-promised air link. In January 
2016, the ferry service from Sa Maison. This service was used to transport 
goods to Gozo. The termination of this service pushed up costs of certain 
goods in Gozo, an added cost that is being carried by Gozitan consumers. 
The cargo trucks are now using the ferry in Marfa, increasing congestion and 
inconvenience to commuters.

The PN is firmly committed to redressing the growing infrastructural deficit 
and will invest massively to give the country an infrastructure of the 21st 
century.

Table 16: Structure of Total Expenditure (€000): 2009 - 2016

Source: NSO, Government finance data

Chart 23: Structure of total expenditure: 2009 - 2016
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RECURRENT REVENUE
Income from grants during 2016 is expected to be lower than in previous 
years due to lower utilisation of European Union funds. Income from grants 
in Semester 1 (2016) dropped by 63% when compared to the corresponding 
period in 2015. Income from customs and excise duty during semester 1 of 
2016 increased by 15% in part due to the increase on the levy on unleaded 
petrol and fuel which government introduced as part of the 2016 budget 
measures. This increase in duty is contributing to keeping the price of fuel in 
Malta amongst the highest in the European Union. This is impacting negatively 
both the spending power of the resident population and the competitiveness 
of Maltese businesses. Income from value added tax increased by 6% in 
semester 1. This is in line with government’s 6% increase in revenue from VAT 
during 2016. Revenue from income tax for the same period increased by 12%. 
Government projected a 6% increase for the whole year from income tax.  

Table 17: Structure of Recurrent Revenue (€000): 2009 - 2016  
      

Source: NSO, Government finance data

PROCEEDS FROM IIP.
According to information given in Parliament by Minister Edward Scicluna, in 
reply to PQ Number 23186, 30% of the proceeds from the Individual Investors 
Programme will be diverted to the consolidated fund as Fees of Office and 
used to cover recurrent expenditure. The remaining 70% is being ring-fenced 
in a below-the-line account to be used for social-oriented capital projects. 
According to government, the IIP scheme brought in €120 million during 2015 
with an additional €80 million expected to be received during 2016. However 
there has been no information forthcoming on whether this ring-fenced IIP 
fund was established and on how the money is being utilised. All in all, the IIP 
sale-of-citizenship scheme remains as contentious as when it was launched in 
early 2014 contributing to no small amount of bad press in the international 
media, in the process damaging Malta’s reputation as a trusted jurisdiction. 
 

The increase in duty is contributing to keeping 
the price of fuel in Malta amongst the highest 
in the European Union. This is impacting 
negatively both the spending power of the 
resident population and the competitiveness 
of Maltese businesses
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DEFICIT, DEBT 
AND DEBT SERVICING
In 2015, fiscal balance was reported at -1.5% of GDP with public debt at just 
under 64% of GDP. In June 2016, government reported a deficit of €110.6 
million or 56% of the budgeted deficit of €196 million for the whole of 2016.

While debt as a percentage of GDP decreased to 63.9% in 2015 and is expected 
to drop to around 60% in 2016, debt in absolute terms is increasing. By the end 
of the first quarter of 2016, consolidated gross debt stood at €5848 million, 
up by nearly a billion euro or 20% over 2012. The debt would have been 
significantly higher were it not for one-off events that raked in windfall gains 
for the government. These include €120 million from the Individual Investors 
Programme and €120 million tax duty arrears by Enemalta.  

Table 18: Consolidated Gross Debt of General Government (€000): 2009 - 
2016
 

Source: Eurostat, Government statistics   

Table 19:  Government finance data (€000): 2009 - 2016   

Source: NSO, Government finance data
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Chart 24: Development of consolidated fund: 2009 - 2016

While debt as a percentage of GDP decreased 
to 63.9% in 2015 and is expected to drop to 

around 60% in 2016, debt in absolute terms is 
increasing
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The Maltese economy continues to perform well. However, action needs to 
be taken in order to ensure that this growth is sustained well into the future. 
The two main economic challenges that we face are to ensure sustainable 
growth and growth that cascades throughout and benefits the whole society. 

There are stumbling blocks that need to be overcome if we are to meet these 
challenges. These challenges include:

(1) Malta is failing to create new economic/business sectors.

(2) Malta’s tax regime is under threat from international efforts to harmonise 
tax regimes. This makes for uncertainty especially but not limitedly, for 
the financial services sector.

(3) The reputational risk has grown under Labour as a result of poor 
governance and Malta’s good repute as a trusted jurisdiction has taken 
a knock. 

(4) Public expenditure, particularly recurrent expenditure, increased at a 
fast rate over the past three years as government abandoned fiscal 
prudence and threw away the principles of good governance. The 
increase in recurrent expenditure contributed to a €1 billion increase 
in government’s consolidated debt over the past three years and raises 
questions of government’s ability to reach fiscal targets especially if the 
economy stops growing at current rates.

(5) Malta’s pension and elements of our healthcare systems are inadequate 
and together with other factors, including inflation are contributing to 
accelerating poverty and increasing disparity between the have’s and 
the have not’s in our society. 

(6) Malta’s manufacturing sector is losing competitiveness with no effort 
from government to help turn the situation around. 

(7) The contractual commitments entered into by Government with 
regards to the new power station may become an obstacle that inhibit 
economic growth if they reduce the country’s ability to source energy 
at the cheapest prices available on the market.

(8) Although the situation has improved over the past years, Malta still has 
one of the lowest labour force participation rates in Europe. 

(9) Malta’s education system is failing in certain aspects, as evidenced by 
the high rate of early school leavers, relatively high illiteracy, low rate 
of students following tertiary studies and skills mismatch between 
persons leaving the education system and labour market needs.

3 The Five Packages 
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(10) Malta’s built and natural environment is being degraded as decisions 
continue to be taken on a case-by-case basis without a clear overall 
planning policy and direction.

(11) Our country’s infrastructure, particularly our road and public transport 
infrastructure are inadequate and are impacting on the quality of life of 
residents and the level of competitiveness of our businesses. 

(12) SME’s are facing increasingly tougher environment as global 
competition, lack of access to finance and red-tape eat into their profits. 

(13) Brexit may impact negatively on Malta’s tourism and financial services’ 
sectors.

(14) Air Malta’s take-over may result in a significant loss of seat capacity 
servicing Malta and therefore impact negatively on the country’s 
tourism performance.

The Opposition, as it did in last year’s pre-Budget document is putting 
forward a number of proposals for government’s consideration to help 
address these challenges. These proposals are assimilated in five packages 
that have the dual purpose of stimulating further sustainable economic 
growth and ensuring that growth reaches all strata of society. The proposals 
are grouped under five headings:

• Economic Development
• Public Spending
• Social Justice
• Environment and Infrastructure 
• Health and Education

These proposals compliment the proposals contained in the policy 
documents issued by the Nationalist Party over the past years namely: 
“Sustainable Growth and Dignity for All”, “An Economy for the People”, 
“Restoring Trust in Politics” and, “Reducing Traffic Congestion – Short-term 
measures”. The proposals put forward by the Nationalist Party are indicative 
and non-exhaustive. Over the course of this legislature, the PN will continue 
generating ideas and proposals and subjecting these to a wide consultation 
as part of the process leading up to the drawing up an electoral programme 
for the next general election. 

Over the course of this legislature, 
the PN will continue generating ideas and 

proposals and subjecting these to a wide 
consultation as part of the process 

leading up to the drawing up an electoral 
programme for the next general election
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ECONOMIC DEVELOPMENT
1. Reduce energy tariffs for all business operators in line with calls made 

repeatedly by the GRTU and the Chamber of Commerce amongst others. 

2. Reduce fuel prices for all consumers to bring them in line with European 
countries that have a similar GDP per capita to ours. 

3. Reduce household utility tariffs to give consumers the full benefit of 
the significant drop in oil prices over the past two years as well as the 
investments in the new BWSC power station and the interconnector.

4. Introduce financial incentives aimed at helping small business to operate 
in an eco-friendlier manner.

5. Create a fund to support urban regeneration programmes having as one 
of their aim the upgrading of the shopping districts within the locality.

6. Provide an incentive for businesses to employ individuals aged 60 and 
over as mentors and facilitators for knowledge-transfer to the workforce. 
This incentive should be made available not only to the high-end sectors 
but also and even more so in the traditional sectors and trades.

7. Provide an extensive investment aid incentive framework for investments 
in hotel operations located in areas requiring significant regeneration 
investment. Such schemes were offered in the past on a national level and 
to great success by the Malta Tourism Authority. 

8. Provide state guarantees for start-up investments by young entrepreneurs 
with highly innovative projects up to a tune of €250,000, ensuring de 
minimis rules/thresholds are observed.

9. Extend the stamp duty exemption (similar to the one for first time buyers) 
and augment it for example to mainstream purchase of dilapidated 
properties set within an urban area (including UCA but excluding ODZ) 
and poised for regeneration (for example, stamp duty payable can be 
‘stayed’ provided that works are substantially complete within a 24-month 
period).

10. Ensure that Air Malta continues to service Malta’s needs, not least the 
tourism industry needs, by guaranteeing that any change in ownership 
structure does not lead to reduced seat capacity to and from Malta. 

11. Provide incentives to Gozo business operators to help them expand their 
operations in Gozo.

12. Provide incentives to attract business operators to set up shop in Gozo 
and create good quality job opportunities in Gozo.

13. Develop a long-term plan to help stop the brain drain that is plaguing 
Gozo. 

14. Provide increased investment for the ITS in Gozo to help encourage more 
Gozitans to follow a career in Gozo’s tourism industry. The Institute is 
currently in a state of neglect. 

15. Gozo tourism operators should be incentivised to help them offer good 
work conditions on an all-year round basis.

16. Carry out upgrading and embellishment works in Xlendi, Dwejra and 
Marsalforn areas – three key tourism spots in Gozo. These tourism hotspots 
are in dire need of fresh investment since no improvement works were 
carried out over the past three years. 

17. Attract new lines of business to Malta by exploiting opportunities in the 
blue, green and creative economies. 

18. Provide incentives, on the lines proposed by GRTU, to support the local 
crafts industry.
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PUBLIC SPENDING
19. Carry out an independent HR Audit exercise across all public sector bodies 

to determine optimum staffing levels. Facilitate re-deployment of human 
resources between public sector entities to limit the need for additional 
recruitment.

20. Develop a system whereby senior public officers are encouraged to take 
up temporary posts with the private sector to help in the transfer of 
private sector management techniques into the public sector. 

21. Review public sector recruitment procedures to ensure that all recruitment 
and promotions are based on real national needs and on the principle of 
meritocracy. 

22. Roll-back of the number of position of trusts to the bare minimum.

23. In the past three years, hundreds of Gozitan workers were given public 
sector jobs that pay the minimum wage. A number of these workers 
abandoned better-paid private sector jobs, trading better conditions for 
stronger job security. Public sector jobs in Gozo should have the same 
conditions as those in Malta. Precarious work in the public sector in Gozo 
is more common than in Malta.

24. Roll-out non-core and support services to the private sector in a manner 
that limits the costs to the tax payer and improves the level of service 
offered. 

25. Decentralise more public services to local council offices in order to help 
reduce traffic congestion. 

26. Reduce the number of government ministries and public sector entities 
since each division brings about an exponential increase in operational 
costs.

27. Encourage the use of shared resources between government entities 
with the aim of reducing the carbon footprint and operating costs of 
government.

28. Ensure that all public officers, including political appointees, are held to 
account for all transgressions. Justice was not done and was not seen to 
be done in cases of abuses and this needs to be rectified.  

Public sector jobs in Gozo should have 
the same conditions as those in Malta. 

Precarious work in the public sector in Gozo 
is more common than in Malta
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SOCIAL JUSTICE PACKAGE
29. Increase the statutory bonus in line with the proposal made by UHM, the 

Voice of the Workers.

30. Examine the possibility of introducing a second pillar pension system.

31. Improve further the pension system to help those pensioners who are 
living in poverty or are at risk of poverty. 

32. Abolish income tax on pensions.

33. Address the social injustice created by the last year’s budget measures 
whereby a single pensioner’s pension increased by €11.61 a week whereas 
a pensioner maintaining a wife had an increase of only €3.80 per week.

34. Likewise, social injustice between male pensioners and female pensioners 
should also be eliminated.

35. Government should consider reducing or eliminating the withholding 
tax on investments held by pensioners who are living close or below the 
poverty line.

36. Widowers who stayed at home to raise a family and consequently do not 
have a right to a pension because should by right be able to continue 
receiving their deceased husband’s pension.

37. The rent subsidisation scheme on privately owned properties that provides 
subsidy to tenants on rents paid for their ordinary residence leased from 
the private sector should be updated and extended to take into account 
and neutralize the increase in the rental costs of properties in Malta and 
Gozo without impeding the right of private landlords to establish the rent. 

38. Reduce the rent on social housing to 2013 levels by doing away with the 
socially unjust rental increases introduced by this administration.

39. Introduce more community services to enable elderly people, people with 
disability and people with mental health problems to continue living at 
home within their communities.

40. Extend the meals-on-wheels scheme to ensure that more pensioners can 
enjoy a healthy diet.

41. Provide full free medicine cover to all pensioners.

42. Introduce a meals system for school children, operated by the private 
sector, to ensure that all children have access to a healthy diet. The meals 
should be provided free of charge to children who come from lower 
income families. Recent studies showed that 40% of secondary school 
children are obese. 

43. Introduce adequate state-funded interventions to provide focused 
assistance to cater for cases where it is not possible for a parent to find 
employment due to social circumstances such as caring for disabled 
dependents. 

44. Provide more family friendly measures and fiscal incentives for working 
persons who are caring for the needs of their parents.  These measure 
can have the double effect of relieving pressure from government care 
institutions and moreover help to retain more people, particularly women, 
in the labour force.

45. Ensure that ALL workers are entitled to and benefit from the same basic 
rights and social conditions stipulated by law.

46. Carry out the necessary legislative review to strengthen the fight against 
precarious work and the rampant exploitation of workers including of 
foreign workers.
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47. Put in legal and procedural safeguards to protect privately employed 
workers who find themselves sub-contracted to work for government 
agencies.

48. Ensure that workers who have for the past years been employed under 
precarious conditions are adequately covered in terms of their pension 
and insurance rights.

49. Drug victims will be given full support to ensure their rehabilitation and 
re-integration into society.

50. Enable workers to use their sick-leave entitlement in cases where their 
children are ill.
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THE ENVIRONMENT 
AND INFRASTRUCTURE 
51. Speed up the application and adjudication process for projects to be 

funded by the 2014-2020 European Union Regional Development Fund. 

52. Ensure that funds collected from the tourism bed-tax and the Individual 
Investor Programme (IIP) are spent to address national priority needs. 
Government should publish a list of priorities that need to be addressed 
and select projects after a wide process of consultation involving all 
relevant stakeholders.

53. Major public sector infrastructure projects, particularly in the health and 
public utilities sector, should be subject to full public and parliamentary 
scrutiny prior to government entering into contractual obligations. 

54. Review the high-rise policy taking into account the controversial permits 
issued by the Planning Authority and the public’s reaction to them and 
work on a national Masterplan in this regard. 

55. Undertake, without further delay, a study on an alternative mass public 
transport system in Malta in order to establish the best option for the 
future, notably the option of a light railway or tramway system. 

56. Finalise, without any further delay, the comprehensive study to establish 
the economic, social, environmental and geological viability of an undersea 
tunnel between Gozo and Malta.

57. Introduce without further delay, a fast ferry service between Gozo and 
Malta.

58. Invest in the second fibre-optic cable between Malta and Gozo.

59. Ensure that 10% of the ERDF funds 2014-2020 are truly spent on projects 
that are of direct benefit to Gozo.

60. Re-start the road-works programme in Gozo which was launched by the 
previous administration and abruptly stopped by the present Labour 
Government. 

61. Provide funding to local councils in Gozo, through the Eco-Gozo fund to 
be used for locality-based projects. No such funding was provided over 
the past three years.

62. Reverse the decision to decrease substantially the Eco-Gozo Fund and 
ensure that this fund is truly used to carry out embellishment works in 
Gozo. 

63. Commence works on the breakwater project in Marsalforn.

64. Carry out the Qortin Family Park project in Xaghra. 

65. Introduce a long-term capital planning process to map out Malta’s project 
needs, based on the development and social needs of the country for the 
next decades.
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HEALTH AND EDUCATION  
66. Launch a national discussion on the Patient’s Rights Charter as a first 

step towards a prospective law on Patients Rights to be enacted and 
enforced.

67. In line with the above point and last year’s Opposition’s Pre Budget 
Document, the Opposition insists on a stronger relationship between 
government, policy makers and the role of patient’s organizations and 
NGOs. 

68. Government should immediately publish the agreement with Vitalis 
Global Healthcare on to the privatization of Gozo, Karin Grech and St 
Luke’s Hospitals.

69. There should be Increased investment towards the development of 
adequate and appropriate Human Resources in the health sector. 

70. Government should invest more towards addressing the needs of 
persons who are living with chronic diseases and conditions, such as 
diabetes, and cardiovascular disease. This investment should cover but 
not be limited to better access to drugs, therapies and treatment. 

71. Invest more in community care services and primary care services away 
from secondary care settings. 

72. Provide incentives for the private sector to invest in boutique care 
home in Gozo to enable the elderly in Gozo to continue living in their 
community. 

73. Upgrade the home-help service in Gozo. This service, which allows the 
elderly to continue living in their home, deteriorated drastically over the 
past three years. 

74. The elderly should be provided with access to all medicines free of 
charge across the board in cases where these are currently not available 
such as blood testing strips for diabetics.

75. Higher investment towards the development of initiatives which address 
mental health care. These initiatives should cover services targeted 
towards children and adolescents, students, families, elderly, stress at 
the workplace and migrant population (regular and irregular ones). 

76. Increased investment in tertiary care services, in view of the constantly 
ageing population, and rising longevity. Initiatives, such as support in the 
workplace, adjusted public places and better community care services 
are a must.

77. Investment towards the protection of human life, with an emphasis on 
the value of health, as a pre-requisite of good quality of life. In line with 
the Healthy Living law championed by the Opposition, budget lines need 
to be created to support efforts geared at educating and empowering 
every individual, to take care of his/her health and to foster a sense 
of responsibility towards making personal efforts and commitments 
towards healthy living. Such initiatives should include ways to encourage 
access to healthy food and physical activities by the general public. 
These could be in the form of more public parks, public gyms, promotion 
of healthy diets etc.

78. Undertake a national programme of major investment in sports facilities 
and infrastructure across the board. 

79. Invest in public parks, public gyms and sports facilities.

80. Increase investment in free cancer medication, treatment and prevention 
with emphasis on new treatments and medicines as well as more 
screening and preventive programmes.
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81. Improve Child care facilities by:
a. Extend free childcare services to all on a universal basis and not just 

in cases where women join the labour force.
b. Paying a more adequate price to private child care centres
c. Run a quality assurance process which assists childcare centres to 

reach higher quality in the service they provide rather than to serve 
them with more bureaucracy

d. Establish a funding scheme/structure which supports continuous 
training of carers 

e. Allow parents to go beyond the percentage allowed for non utilisation 
of booked hours where this period is covered by medical certificate. 

f. The government should invest in persons who received specialised 
training in Early Years education. The government should at the very 
least in this budget clearly indicate when it will take in employment 
the dozen or so such persons who graduated from University in 2016 
and who were specifically trained to be Kindergarten Assistants. 
In their stead government has employed either casual teachers or 
primary teachers, neither of whom have the specific training for the 
early years of kindergarten.  

g. Invest in more childcare facilities in towns and villages which have a 
higher percentage of young families. We need childcare centres to be 
easily available to families, thereby reducing traffic congestion and 
improving accessibility.

82. Sport Education: The Education Ministry should assist financially Church 
and Independent schools in making sure that they have quality grounds 
and sports resources. 

83. Provide a one time resources grant or alternatively a scheme run by 
private enterprise that offers discounted prices to students following art 
and design or engineering courses to cover the cost of material needed to 
carry out their assignments. 

84. Increase the financial assistance to Gozitan students who pursue their 
secondary, post-secondary and tertiary studies in Malta to help reduce the 
additional financial burden carried by Gozitan students and their families.

85. Increase the number of courses offered at the University Centre in Gozo. 
The numerus clausus for certain courses courses should be revised 
downwards to take into account the size of Gozo. 

86. Invest in a new primary school in Victoria to compliment the new secondary 
and post-Secondary school.

87. The Opposition is again calling for an integrated approach that brings 
together education, health (including community health and mental 
health), family support services’ welfare, employment, justice and housing, 
to provide joined-up solutions for inter-generational vulnerability and 
poverty. 

88. Set up school safety measures impeding unfettered access to teacher and 
student areas for third persons to ensure that students and educators feel 
safe and free from threats of aggression and violence. 

89. Reach higher standards in vocational teaching and learning by:
a. Investing in lecturers’ professional development to ensure the 

higher standards of education are kept when taking on new levels of 
education at MQF level 7.

b. Establishing structures that facilitate research and publications not 
only internally but also by establishing partnerships between MCAST 
and foreign vocational education institutes.

c. Ensure a clearer link between industry and MCAST administration so 
as to develop programmes of study that truly prepare students in 
their chosen profession;

d. Ensure that work based learning and industry related projects provide 
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highest standards of training to students
e. Provide students and lecturers with mobility programmes by 

establishing links with foreign industry and with foreign vocational 
education institutes

f. Improve students’ and lecturers’ representation within MCAST 
structures.

g. Address the structural shortcomings of MCAST campuses such as 
that in Naxxar for Art and Design.

90. University should be provided with funds specifically designed to employ 
researchers and research assistants thereby covering the costs of salaries 
where other funds are not available.  

91. To help combat the problem of early school leavers, government should:
a. Strengthen the teaching and learning processes at early years of 

education;
b. Strengthen the response of the education system to children identified 

as being vulnerable in this respect and provide them with effective 
assistance from professional teams who with their educators and 
parents facilitate their learning;

c. Provide those students who even in their final years of compulsory 
education indicate that they are not inclined to sit for SEC exams to 
guidance towards educational pathways that enable them to receive 
training which can bring them to find employment.
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QUESTIONS RAISED  
IN LAST YEAR’S PBD
(1) What plans does government have to re-establish exports as a positive 

contributor to GDP?
(2) What plans does government have to ensure the long-term 

sustainability of the manufacturing industry?
(3) What strategy is government going to adopt to integrate the Life 

Science industry in the country’s research institutions?
(4) What are government’s plans for the Kordin Business Incubation 

centre?
(5) What led government to reverse its objective of decreasing public 

sector employees?
(6) Is there any central control on public sector recruitment?
(7) Is the Ministry of Finance concerned with the sustainability of the 

public sector wage bill?
(8) Does government have an HR strategy in place?
(9) Is government increasing public sector recruitment at the expense of 

services provided by the private sector?
(10) How robust, transparent and fair is government’s recruitment 

procedure?
(11) What new areas of growth are being targeted by government to meet 

the increase in the labour supply and to off-set any possible shrinkages 
in existing sectors?

(12) How is government going to use EU funding to enhance the skill sets 
and flexibility of the Maltese work-force?

(13) Why is government resisting calls for an independent inquiry in the 
granting of residency permits?

(14) Does it makes sense to invest in an environmentally-risky LNG terminal 
and re-gasification plant which will become obsolete once the gas 
pipeline becomes operational?

(15) Would it have been more sensible to invest in a more cost-efficient 
energy generating capability such as a second interconnector?

(16) Why will government be buying electricity from the new power station 
when cheaper rates are available from the European grid?

(17) How will Malta benefit from the investment in the energy farm in 
Montenegro? Will this farm contribute to Malta’s renewable energy 
targets?

(18) What percentage of EU funds are going to be used to continue 
enhancing Malta’s tourism product?

(19) Has the MTA applied for funds to carry out tourism zone embellishment?
(20) Will the MTA or Ministry be administering a tourism grant scheme as 

was the case in 2008 and 2013? When will this scheme be launched?
(21) What was the take-up on the venture capital initiative launched by 

government in early 2015? 

4 Appendix
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POLICY RECOMMENDATIONS 
FROM LAST YEAR’S PBD
(1) Government should launch a study to ascertain the economic and 

social impact and regulatory aspect of foreigners working in Malta. 
(2) Government should give an account of how much the employment 

schemes are leading to fill-time long-term employment.
(3) Government should reduce the price of fuels and energy tariffs in line 

with the reduction in the international price of oil.
(4) Government should carry out a tourism carrying capacity exercise to 

determine whether bottle-necks exist that can limit tourism’s growth. 
A percentage of EU-funds should be used to address these bottle-
necks.

(5) Government should assure all stakeholders that Airmalta will continue 
to service the number of routes it currently serves.

(6) An exercise based on the UNWTO’s satellite account should be carried 
out to determine the economic impact of tourism in Malta.

(7) Government should launch the process for a new comprehensive study 
on Malta’s tourism industry in line with the Horwarth and Horwath plan 
carried out in the late 1980’s.

(8) Restore the priority of the environment that was lost after the MEPA 
demerger.

(9) Reverse the decision to grant 100,000 square meters of land in Zonqor 
Point for development

(10) Give an economic value to government-owned ODZ land that is at 
least equal to the economic value of land in prime development zones.

(11) Promote practises that ensure real sustainable economic growth and 
prevent environmental degradation

(12) Integrate green business management and green design into the 
education syllabus.

(13) Support the private sector in taking a stronger role in the development 
of environmentally friendly products and services.

(14) Support PPPs for large-scale energy efficiency projects
(15) Incentivise the provision of interest rate subsidies on commercial loans 

that target renewal energy projects.
(16) Ensure that part of EU funds are used for green activities within the 

business and domestic sector.
(17) Improve access to financing for SMEs especially for start-ups 
(18) Identify measures that help businesses develop structures that can 

survive and flourish from one generation to another
(19) Ease access to EU funding for SMEs
(20) Consider tax incentives which can alleviate start-up costs for SMEs and 

help businesses to export
(21) Offer support to promote innovation
(22) Address the problem of traffic congestion by implementing the 35 

short-term measures proposed by the Opposition to reduce traffic 
congestion

(23) Enter into discussions with financial institutions to encourage lesser 
charges for small businesses

(24) Suspend social security payments during probation period for start-
ups of micro-businesses

(25) Re-instate the VAT reporting exemption for self-employed earning less 
than €7000

(26) Restart cross-party collaboration on protecting our financial services 
(27) Intensify efforts to attract US investment into our financial services
(28) Encourage more students to seek a career in the financial services 

sector
(29) Encourage construction companies to take on more restoration, 

regeneration and rehabilitation projects.
(30) Government should invest in landscape and restoration projects in 

urban areas to ease the “uglification” process that has happened over 
the past years

(31) Examine the possibility of introducing a second pillar pension system
(32) Introduce measures to ensure that every person but especially women 

who joined or re-joined the working population later in life are aware 
of their pension rights.
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(33) Clarify the rights of separated and divorced women in terms of their 
entitlement for their husband’s pension.

(34) Introduce SMART measures in every budget aimed at diffusing the 
pension time-bomb 

(35) Introduce measures to help improve the competitiveness of certain 
sectors to help combat falling average wages

(36) Provide more on-the-job training to enable employees to take on 
better paid jobs

(37) Improve the pension system to help more people to move out of 
poverty 

(38) Intensify efforts to encourage more people to join the active labour 
force.

(39) Introduce a health-food voucher system for families that cannot afford 
to buy food

(40) Introduce a healthy meal system for school children. Service will be 
provided for free to children from families that are living in poverty.

(41) Extend the meals-on-wheels service proportionally to the increase in 
the number of persons reaching pensionable age.

(42) Re-think the way formal education and social skills are provided to 
children from families caught in the poverty cycle

(43) Create a scheme for the conversion of government-owned derelict 
buildings into dwelling units for families caught in poverty cycle. 

(44) Creation of a fund to help sporting associations develop programmes 
that assist athletes from families that are caught up in the poverty 
cycle. Funds will be used to help in training in Malta and abroad and in 
purchasing equipment.

(45) Creation of a creativity fund managed by the Malta Council for Culture 
and the Arts to help develop the artistic and creative talent of persons 
who come from poor families.

(46) Government should focus on finalising the feasibility study of a tunnel 
link between the Malta and Gozo. 

(47) The PN will publish a set of proposals for Gozo. Any proposal aimed at 
improving life in Gozo will emanate from Gozo. 

(48) Government should reduce the price of petrol and diesel to reflect the 
drop in the international price of oil

(49) Provide free transport for all students attending church and 
independent schools

(50) Ensure that road works are carried out in a more efficient, co-ordinated 
and timely manner.

(51) The implementation of the Bill on Healthy Living, enacted on the 
initiative of the Opposition should be given priority.

(52) Increase collaboration with NGOs and private health care operators
(53) Publication of PN’s proposals on good governance
(54) More resources should be made available to the police to enable it to 

deal with the problems in Paceville
(55) More resources should be made available to the office of the Auditor 

General 
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