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It so happens that my first days in office coincided with the launch of the Opposition’s 
pre-budget document. I consider this as a fortuitous coincidence, an opportunity to 
put forward the Party’s economic and social vision for the years to come. 

In my maiden speech as Leader of the Nationalist Party I stated that the country 
needs to divest itself from the siege mentality. We need to bury the hatred and 
division that once too often split our country apart. 

I promised a constructive Opposition. Being constructive means having the good 
sense to acknowledge positive developments and good proposals irrespective of 
their origin. It also means having the will and courage to stand up against anything 
and everyone that works against the country’s interest. In this context, let me 
reassure everyone that the Oppositon will not be turning a blind eye to government’s 
wrongdoing. Our fight for good governance will not only continue, it will intensify. 
The country deserves no less.  

We will also continue to propose 
alternative solutions where and 
when we feel that government is 
falling short of people’s legitimate 
expectations. This pre-budget 
document is a testament to this 
mentality.  

Our economy is growing. The seeds, 
planted over the past thirty years, 
have taken strong root. The financial 
services sector, the iGaming sector 
and the tourism sector are peaking. 
Their strong positive performance 
is a testament to the wise decisions 
taken by past PN-led administrations 
which never stopped believing in 
our country’s will to succeed. 

But it would be foolish for 
government or anyone for that 
matter to focus on the overall good 
economic performance and ignore 
worrying developments that left 
unchecked can have significant 
negative impacts on the economic 
and social fabric of our country.

The wealth being generated is not 
cascading deep enough into society. There are those amongst us who are finding it 
increasingly more difficult to make ends meet. Rising rents and mortgage payments, 
higher cost of food and essential items are reducing the purchasing power of 
segments of society particularly those in the low income groups. Pensioners are 
being hit hardest. We need to find a system that delivers more equitable growth. 
Government is partly responsible for the added burden on low income groups 
particularly through its policy of increasing indirect tax on essential items. The 
added tax revenue did not go to create a fairer and stronger social welfare system, 
or in strenghting our country’s infrastructure or in reducing the country’s debt. No, 
it went into paying for political favours and other reckless government expenditure. 

FOREWORD
BY ADRIAN DELIA, 
Leader of Partit Nazzjonalista

There are those amongst us who are 
finding it increasingly more difficult 

to make ends meet. Rising rents 
and mortgage payments, higher 

cost of food and essential items are 
reducing the purchasing power of 

segments of society particularly 
those in the low income groups. 
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This document delved deeply into this and other aspects of our changing economy. 
Our population is expanding rapidly mainly as a result of the importation of foreign 
labour and growth in tourism. This phenomenon has both positive and negative 
consequences. The hike in mortgage and rents is a case in point. Higher demand 
led to higher property prices. This while being positive news for property owners 
put further strain on people, particularly first-time buyers, wanting to rent or buy 
property.  Government did precious little to ease the burden and as a result demand 
for social housing sky-rocketed over the past three years. The rapid increase in 
population is also impacting the country’s infrastructure, particularly the road and 
energy distribution system The Opposition is repeating a call it made three years 
ago for government to carry out a socio-economic study on the impacts of Malta’s 
rapidly growing population.

This document also refers to a recent trend in government expenditure. Government 
over the past four years replaced capital expenditure with long-term binding 
commitments that have to be borne directly or indirectly by the tax-payer. In many 
cases, the burden is unquantifiable as government has repeatedly resisted all calls 
to publish the details of the contracts entered into with the likes of Electrogas, 
Shanghai Electric and Vitals. This is unacceptable more so from a Prime Minister 
who promised transparency. 

I look forward over the coming weeks to meeting social partners, workers’ 
representatives and constituted bodies. Our message is going to be a simple one. 
Let us build on our country’s successes not by closing an eye but by keeping both 
eyes open to all opportunities and challenges that we may face. Not by creating 
useless divisions but by building on our strengths. 
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This is the third Pre-Budget document drawn up by the Opposition and the 
first after the 2017 general election. It was an election which pitched a sound 
economy and good governance as respective Party themes as if one is against, 
rather than for, the other.

In the aftermath of the result that seems to indicate that good governance must 
play second fiddle to the feel-good factor one has to ask whether the electorate 
really cares about the fight against corruption. This question is not one that can 
be answered with a simple ‘yes’ or ‘no’. 

Aaron Wildavsky, who was a Professor at Berkeley University, argued that 
government expenditure keeps on increasing recklessly because the people, 
the voters, ultimately want it too so that they get their slice of the cake. 
“Unfortunately, the only way to do that is to push (government expenditure) 
everything up, partly because that’s the price of support from other citizens (you 
provide the scratch for my programme and I’ll provide the scratch for yours)”. He 
calls this the Pogo theory, named after a comic strip character which famously 
said: “We have met the enemy and he is us”. 

This argument is not limited 
to public expenditure but can 
be extended to all aspects of 
government. The choice of 
“which government” is not based 
on a single item but on a basket 
of choices, many of which are 
personal or shall we say not 
national. Therefore, it would be 
unwise to interpret the election 
result as simply a vote against 
good governance. It would be 
more correct to see it as a vote 
in favour of a status quo that 
is by and large agreeable to a 
majority of voters. That status quo 
is underpinned by an economy 
that is on the surface performing 
strongly. 

One can and should question what is fuelling this positive economic performance. 
How much has the Labour government contributed to the economic wellbeing? 
Is the economy moving forward on the momentum of previous administrations 
or is it being fuelled by initiatives being taken by the Labour government? Within 
this context it is also important to question how government is raising taxes and 
how it is spending the taxpayer’s monies. This is what this document is intended 
for. Government is quick to reply to these questions by pointing to positive GDP, 
labour and government finance statistics. The statistics quoted by government – 
albeit not just this Labour government – tend to paint an overly rosy rather than 
a full picture. So clearly we need to look beyond and delve deeper into these 
headline statistics. 

The result of the last election will certainly not stop this Opposition from doing 
this. Just as it will not stop us from making proposals in the interest of better 
governance. 

FORWARD 
BY MARIO DE MARCO
SHADOW MINISTER OF FINANCE

Over the past two years, we have 
highlighted the problem of increasing 
poverty which government initially 
refused to acknowledge. This problem is 
growing in magnitude even if statistics 
might point to the contrary.
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Over the past two years, we have 
highlighted the problem of increasing 
poverty which government initially 
refused to acknowledge. This problem 
is growing in magnitude even if 
statistics might point to the contrary. 
Prime Minister Joseph Muscat was 
elected in 2013 on the promise of 
creating a new middle class. What 
we are seeing is the creation of a 
new middle class poverty, primarily 
because of the steep increase in 
mortgage and rental prices. The 
dividing line between the haves and 
have-nots in our society is becoming 
bolder. This situation needs to be 
tackled head-on.

We have and will continue to 
highlight the unbridled increase in 
public expenditure, underpinned 
by partisan rather than by national 
needs. Government’s recurrent 
expenditure during the last 
administration increased at faster 
rates than past administrations. That 
expenditure is financed through our 
taxes. 

We will continue to insist on 
transparency, good governance and 
accountability because they are 
fundamental values and principles. 
We will keep insisting for the proper 
functioning of state authorities which 
are paid to protect the interest of all 
of us and not of the government of 
the day.

There is another issue that is worth 
highlighting. This government has 
entered into long-term commitments, 
particularly in the health and energy 
sectors. The cost-benefit analysis of 
these commitments remain hidden 
from the taxpayer who ultimately is 
going to fund them. 

These and other issues remain top of 
the Opposition’s agenda as we carry 
out our constitutional role in keeping 
government in check.
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“BETTER BUT NOT 
GOOD ENOUGH”

The general feeling among leading global financial and economic institutions 
is that the world economy is picking up but things are far from optimal. 

The OECD, in the economic forecast report published in June 2017, summarised 
the economic situation as “Better, but not good enough”. Similarly, the World 
Economic Forum, in its Word Economic Outlook published in April of this 
year, pointed to a positive short-term economic cycle even if it offered a less 
optimistic outlook for the medium term: “With buoyant financial markets and 
a long-awaited cyclical recovery in manufacturing and trade, world growth is 
projected to rise from 3.1 percent in 2016 to 3.5 percent in 2017 and 3.6 percent 
in 2018. But binding structural impediments continue to hold back a stronger 
recovery, and the balance of risks remains tilted to the downside, especially 
over the medium term”. 

THE EURO AREA AND UK
The International Monetary Fund, in its Global Prospects and Policies report 
published in April 2017, reported that “The medium-term outlook for the euro 
area as a whole remains dim, as projected potential growth is held back by 
weak productivity, adverse demographics, and, in some countries, unresolved 
legacy problems of public and private debt overhang, with a high level of 
nonperforming loans”. The same report states that 
“Growth in the United Kingdom is projected to be 
2.0 percent in 2017, before declining to 1.5 percent 
in  2018. Though highly uncertain, medium-
term growth prospects have also diminished 
in the aftermath of the Brexit vote because of 
the expected increase in barriers to trade and 
migration, as well as a potential downsizing 
of the financial services sector amid possible 
barriers to cross-border financial activity”. The 
OECD is predicting that GDP growth in the Euro 
area remains at around 1¾ per cent in 2017 and 
2018. “Domestic demand will continue to lead 
the recovery, benefiting from accommodative 
monetary policy and, more recently, from welcome 
mildly expansionary fiscal policy. Exports are 
projected to strengthen, but at a moderate pace, 
in line with global growth. The unemployment rate will keep declining, but will 
remain high at around 9%. Inflation will pick up on the back of higher energy 
prices and narrowing slack, but will remain below the ECB target”. 
In its Winter 2017 Forecast, published in February of this year, the Commission 

The World’s Economy

The medium-term outlook for the 
euro area as a whole remains dim, 

as projected potential growth is 
held back by weak productivity, 

adverse demographics, and 
unresolved legacy problems
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noted that “For the first time since 2008, the Commission's forecast points 
to economic growth across all EU Member States for the entire forecasting 
period (2016, 2017, 2018). Even those Member States most hit during the 
recession are also expected to have returned to growth last year. The impact 
of the US dollar’s appreciation and higher long-term interest rates could, 
however, increase the differences in growth rates among Member States”. The 
European Commission is predicting that inflation will also pick up in the next 
two years: “Core inflation, which excludes volatile energy and food prices, is 
set to rise only gradually. Overall, inflation in the euro area is expected to 
increase from 0.2% in 2016 to 1.7% in 2017 and 1.4% in 2018. In the EU, inflation 
is forecast to rise from 0.3% in 2016 to 1.8% in 2017 and 1.7% in 2018.” 

THE PRICE OF OIL
Analysts in the United States are predicting that the price of oil will average 
$50 per barrel during 2017 and 2018. Oil prices were at $46 per barrel in June, 
nearly double the thirteen-year low of $26.55 per barrel achieved on January 
20, 2016. Six months’ prior, the price of oil stood at $60 per barrel. A year 
earlier, it had been $100.26 per barrel (Source: "WTI Oil Settles at Nearly a 
Thirteen Year Low," Marketwatch, January 20, 2016). 

According to Michael Cohen, Barclay’s commodity expert, it is not likely that 
the price of oil will break through the $60 dollar a barrel mark before 2020. 
"Barring unforeseen supply disruptions, only in a deferred investment scenario 
centred on OPEC countries or if tight oil growth is constrained can prices 
break through the $60 range on an annual basis before 2020". 

The positive global and Euro zone economic short-term trends and 
stable price of oil provide an ideal platform for continued positive 
performance in Malta. On a negative note, the Brexit factor can 
impinge hard on the UK economy, one of Malta’s main trading partners. 
Increased economic activity is predicted to push up inflation which in 
recent years was subdued due to lower energy prices. 
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The effects of the UK leaving the European Union are starting to take root in 
the British economy. Recent statistics show that UK consumer spending fell for 
the third month in a row in July, its  longest losing streak in over four years. 
Overall consumer spending, the engine of the economy, dropped by 0.8 per 
cent in real terms in July 2017 compared with July 2016, according to Visa. 
Visa pointed to continued strength in spending on hotels, restaurants and bars 
within the United Kingdom, as the sterling’s weakness deterred Britons from 
going on holidays abroad (http://www.independent.co.uk/news/business/
news/uk-consumer-spending-falls-third-month-brexit-leave-eu-household-
budget-income-bills-a7880311.html).

Brexit is also impacting the rental market in London. The cost of  renting a 
home in London fell for the fourth month in a row, continuing the first period 
of decline since 2009. As the negative impacts percolate through the UK’s 
economy there is talk of a possible second referendum on Brexit, although 
various political experts are downplaying this scenario.

A more pronounced slowdown in the UK economy can lead to a lower demand 
for goods and services in the Euro area including in goods and services 
produced in Malta. The Central Bank of Malta also highlighted the risk that a 
lower Sterling can have on the Maltese economy. “The GBP has depreciated 
(and is expected to remain relatively weak) vis-à-vis the Euro. Similarly, and 
in the light of the contained effect Brexit is expected to have to the world 
economy, the USD is expected to appreciate against both GBP and to a lesser 
extent the Euro. In view of the links of local banks with the UK financial sector, 
volatility in the latter could hamper the ability of local intermediaries to extend 
credit locally”. 

The billion Sterling question is what effect will 
Brexit have on the UK’s pivotal financial services 
industry. The UK government will pull no stops 
to protect this industry which accounts to 
around 12% of the nation’s GDP, supports two 
million jobs and provides for around 50% of the 
country’s positive trade surplus. On the other 
side of the negotiations table, the European 
Union is delivering a message that by exiting, 
the United Kingdom is set to lose the privileges 
of membership, the same privileges that make 
the City an attractive prospect for financial 
services. However, the European Union is also 
aware that the UK financial services sector 
is an important contributor to the European 
economy. British banks lend  nearly $1.4 
trillion  to EU companies and governments. 
Much of the financial activities carried out in Europe are either directly or 
indirectly performed out of London (https://washpost.bloomberg.com/
Story?docId=1376-ORU90Z6KLVR601-2FCB67B1172IK0I0LQDEFVBPFP). 

A more pronounced slowdown in 
the UK economy can lead to a lower 

demand for goods and services in 
the Euro area including in goods 
and services produced in Malta

The Brexit Factor
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According to Reuters, “If Brexit happens with little provision for London’s 
financial services, banks, funds and insurers in London will lose their ability to 
sell many of their services to European companies. Such upheavals will hurt 
not just London…but Europe as well. Financial firms say such shifts will mean 
the cost of banking for European companies will have to rise, though it is not 
clear yet who will pick up the bill – the banks or their clients”. (https://www.
reuters.com/investigates/special-report/britain-europe-cost/). 

A number of high profile operators already signalled their intention to leave 
the City and with some already taking the plunge and relocating to other 
European cities. Although Malta initially appeared to be in the running to 
attract some of these high profile relocations including Lloyd's of London 
underwriter Hiscox Ltd, it eventually lost out to cities such as Dublin, Frankfurt 
and Luxembourg. The reasons for this are various including government’s poor 
handling of the Panama papers scandal which tarnished Malta’s reputation as 
a financial centre of high repute. Malta could still gain from some high profile 
relocations from online gaming companies and possibly aviation companies 
that are currently based in the UK. Government recently announced that it will 
be setting up a task force aimed at attracting businesses looking to relocate to 
Europe. This is in line with the Opposition’s proposal, included in the electoral 
programme which called for the appointment of a “Brexit Envoy whose role 
will be to plan and mitigate any potential impacts on the local economy as 
a result of the United Kingdom’s exit from the European Union and, more 
importantly, to identify and develop without further delay any opportunities 
for Malta”.

Brexit will also impact the UK nationals who currently reside in Malta. There are 
currently over 4200 UK nationals that work in Malta. The number of UK residents 
in Malta is significantly higher. According to the 2011 census population data 
there were over 6,600 UK citizens residing in Malta. This number is assumed 
to have increased considerably since then as Malta attracted several financial 
services and online betting companies to run their operations from Malta. The 
UK residents form part of the large cohort of foreign residents that live in 
Malta and who are contributing to Malta’s GDP. Recent reports suggest that 
UK-EU Freedom of Movement will end in March 2019 but the terms under 
which this termination will happen are still being ironed out. 

The Central Bank of Malta is projecting that whatever the outcome of these 
negotiations, Brexit will have a minimal impact on Malta’s economy over the 
next three years. 

The full impact of Brexit on the UK, European, global and Maltese 
economy is still to be felt. Malta may very well mitigate any negative 
effects but one has to question Malta’s lack of preparedness and ability 
to grasp opportunities that arose and will arise from Brexit.
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GDP IS GROWING – 
BUT NOT EVERYONE 
BENEFITING EQUALLY
For the ninth year running, Malta’s GDP growth outpaced that of the European 
Union. During the first quarter of 2017, Malta’s real GDP grew by 4.2% while 
that of the EU grew by 2.4%. At 1.8%, the gap between Malta’s and the EU’s real 
GDP growth rates is the closest since 2011. The widest difference in real GDP 
growth rates occurred in 2014 when Malta’s GDP grew by 8.3%, 6.6% points 
more than the EU average. 

The narrowing gap is primarily the result of Malta’s GDP growing at more 
modest rates than in the past years. The European Commission is predicting 
that Malta’s real GDP growth rate will be of 4.4% in 2018, down from 4.6% in 
2017 (European Commission’s Spring 2017 Forecast for Malta). 

In the Economic Update, published in August 2017, the Central Bank highlighted 
the drop in consumer confidence during 2017: “Consumer confidence fell back 
to 3 in July, from 9 in the preceding month, but stood well above the long-
term average of -19. All sub-components have contributed to the recent fall 
in sentiment, with a decline in savings expectations for the 12 months ahead 
being the main driver. Additional survey information indicates that in July, 
consumers’ inflation expectations rose when compared with the preceding 
month. At the same time, a smaller share of respondents expected to make 
fewer major purchases over the subsequent 12 months”. 

Our GDP is growing year-on-year and seen in isolation, this is a positive factor. 
There is however a school of thought, supported by the World Economic Forum, 
that does not consider GDP as a sufficient measure for growth. In a world 
where the distinction between the haves and have-nots is becoming more and 
more pronounced, GDP fails to capture how wealth is being distributed. As 
Ms Winnie Byanyima, Executive Director, Oxfam International rightly stated, 
“When just 62 people have the same wealth as half the world’s population, 
where a country like Zambia can grow rapidly in GDP terms and yet can see 
increased levels of poverty, and where the 1% own more than everyone else 
combined, growing GDP simply hides the poverty within”. 

Malta’s GDP over the past years grew at accelerated rates yet this economic 
growth did not transform into wealth that trickled down in an equitable way. 
In 2014, while GDP grew at 8.8%, real wages on average - after discounting for 
inflation - increased by less than 1%. In that year, the economy grew at 8.8% 
yet thousands of employees saw their real wage actually shrink rather than 
grow. This fact underlines why GDP measure is not always a sufficient measure 
of the health of the economy. GDP growth rates hide economical, social and 
environment imbalances which could lead to long-term economic downturn 
and deterioration of society’s well-being. 

Malta’s Economic 
Performance 2017
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Malta’s GDP growth continues to outpace that of the European Union, 
although the gap is narrowing due to more subdued economic activity 
in Malta. GDP growth is camouflaging growing inequalities in Maltese 
society and a growing social and environmental deficit.

Chart 2: Real GDP Growth Rates 2010 – 2017

Source: Eurostat
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Chart 3: Malta’s Real GDP Growth Rate 2012 - 2017

Source: Eurostat

Chart 4: Nominal GDP Growth Rates 2010 - 2017

Source: Eurostat

Chart 5: Percentage Distribution of Final Expenditure 2010 – 2017

Source: Eurostat
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INCOME AND EMPLOYMENT
GAINFULLY EMPLOYED AND 
UNEMPLOYMENT RATES
During 2016 and the first quarter of 2017, the number of gainfully employed 
increased and the number of people registering for work decreased. 

The number of registered unemployed dropped from 4418 in the first quarter 
of 2016 to 2768 in same period in 2017. The drop is the result of a positive 
labour market, efforts by government to strike-off benefit cheats from the 
unemployment register and unemployed persons placed on training schemes. 
It would be useful if government, when providing statistics on unemployment, 
also provides information on what is leading to the reduction in the number 
of unemployed. 

Looking beyond the unemployment and labour force data one has to ask 
how prepared are Maltese workers, particularly our youth, to take on the 
opportunities that are being created by the Maltese economy? 

The youth unemployment rate in Malta is one of the lowest in Europe. Yet 
our early school leavers rate at 19.6% is the highest in the European Union. In 
2014 government launched a strategy to reduce early school leavers. Despite 
this strategy, at 0.2 percentage points, the drop in the percentage of school 
leavers in 2016 was one of the lowest in the past seven years (Table 1). 
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Table 1: Early school leavers: 2010 - 2016

Year % Target (%) EU rank

2010  23.8  10.0  26 

2011  22.7  10.0  26 

2012  21.1  10.0  27 

2013  20.5  10.0  27 

2014  20.3  10.0  27 

2015  19.8  10.0  27 

2016  19.6  10.0  28 

Source: Eurostat

The EU rank for 2009 - 2012 also includes Croatia even though this Member State joined in 2013

The Opposition’s electoral programme for the youth included a number of 
proposals aimed at putting young people at the core of our society. The 
Opposition is inviting government to consider some of these proposals when 
drawing up its 2018 budget.

Chart 6: Total Unemployed and Unemployment Rate 2010 - 2017

Source: NSO, Registered Unemployed, Eurostat, Labour Force Survey

Chart 7: Total and Registered Unemployed 2010 – 2017

Source: NSO, Registered Unemployed, Eurostat, Labour Force Survey
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Chart 8: Total Number of Employees 2010 – 2017

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

No statistics on the number of jobs created exists. While the net increase refers to new jobs 
being created those that have lost a job and have been replaced with someone else also 
constitutes a new job but is not identified in the data.

LABOUR FORCE GROWS MAINLY 
DUE TO FOREIGN WORKERS

During 2016, the Labour force continued to expand, and surpassed the 
200,000 mark for the first time. The labour force is expanding mainly 
due to the large number of foreigners taking up residence and working 
in Malta. In March 2014, the number of foreigners working in Malta 
stood at 21,000. By September 2016, this number increased to 34,157, 
of which 25,115 or 73% are EU nationals. It is relevant to point out that 
the cohort of foreign workers in Malta now represents 17% of the Labour 
force and 21% of the number of persons employed. In other words, just 
over one out of every 5 workers employed in Malta is now a foreigner. 
The ratio of Maltese to foreign workers varies from one economic sector 
and subsector to another. According to the Central Bank, “Industry 
and the public sector are dominated by the Maltese, whereas foreign 
workers are more likely to be employed in other services (mainly remote 
gaming), professional services & administrative support and in tourism” 
(Quarterly Review, Central Bank of Malta, 2016:1). One has to ask what 
Government is doing to prepare our younger generations for the high-
end employment opportunities The high-end jobs are currently being 
taken up by foreigners particularly in I-gaming and financial services. 
If this is a result of the Maltese lacking the related skills or experience, 
what is being done to remedy this? Our audit firms are having to import 
accountants from India and Philippines because the country’s education 
system is not producing sufficient numbers to meet demand. What is 
being done to address this skill shortage?

Mr Clyde Caruana, the Chief Executive Officer of Jobs Plus, stated that the 
Agency is drafting proposals to facilitate further the importation of foreign 
labour to help meet the demand from employers.

In the first pre-budget document, published in September 2015, the 
Opposition had called for a study to quantify the economic/social impact 
of the influx of foreign workers in Malta. The need for that study is now 
stronger and more urgent, as both the positive and negative impacts 
of the growing number of foreigners living in Malta are becoming more 
pronounced.

Just over one 
out of every 
5 workers 
employed in 
Malta is now  
a foreigner
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Table 2: Registered and Total Unemployed, Labour Supply (16 to 74 years): 
2010 - 2017

Year
Registered 
Unemployed1

Total 
Unemployed2 Labour force2

% of labour 
force

2010  6,355  11,950  174,250  6.9 

2011  5,892  11,350  177,625  6.4 

2012  6,169  11,475  181,600  6.3 

2013  7,382  11,975  187,550  6.4 

2014  6,992  11,175  192,475  5.8 

2015  5,295  10,600  196,125  5.4 

2016  3,566  9,475  200,450  4.7 

 

2016 q1  4,418  9,700  196,300  4.9 

2017 q1  2,768  8,400  200,500  4.2 

Source: 1NSO, Registered Unemployed; 2Eurostat, Labour Force Survey

Table 3: EU Nationals Working in Malta

EU Nationals Dec 2008 Dec 2012 July 2015 Sep 2016*

Italy 516 1,262 4,023 5,724

UK 1,581 2,489 3,575 4,218

Bulgaria 660 758 1,728 2187

Luxembourg 2 1 4

Cyprus 2 8 22

Slovenia 15 28 88

Total 5,055 9,371 19,179 25,115

Source: 1NSO, Registered Unemployed; 2Eurostat, Labour Force Survey

FEMALE PARTICIPATION RATE
Malta has over the past years seen a positive improvement in the female 
participation rate, going up from 41.2% in 2009 to 53.8% in 2016. However, the 
1.6% change in percentage points in 2016 is the lowest increase since 2012.  
Malta 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 4: Female participation rate (15 to 64 years) : 2010 - 2017

Year

Participation rate

change in ppMalta EU

2010  42.5  64.4  0.8 

2011  44.7  64.8  1.3 

2012  47.5  65.5  2.2 

2013  50.2  66.0  2.8 

2014  52.3  66.5  2.7 

2015  53.8  66.8  2.1 

2016  53.8  67.3  1.6 

2016 q1  54.0  66.9  0.2 

2017 q1  55.6  67.4  2.2 

Source: Eurostat, Labour Force Survey
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Chart 9: Female Participation rate 2010 - 2017

Source: Eurostat, Labour Force Survey

WHICH ECONOMIC SECTORS ARE 
GENERATING MOST JOBS?
An analysis of the number of employees in the main economic sectors between 
2010 and 2016 (Table 5) shows that: 

• The number of jobs in: (i) Financial and insurance activities and (ii) 
professional, scientific, technical, administration and support service 
activities and (iii) Public administration, defence, education, human health 
and social work activities increased year-on-year for the past seven years. 
Over the seven-year period, these three sectors created nearly 20,000 
jobs. The “Public Administration, education and health” sector on its own 
generated over 10,000 jobs.

• Wholesale and Retail trade, transportation accommodation and food 
services activity generally saw year-on-year increases with 2015 being the 
notable exception. In 2016 there were 6,050 more employees working in 
these economic activities than there were in 2010. This data underlines 
the positive performance of the tourism sector during the relevant period. 

• The Manufacturing sector over the period fluctuated from a high of 23,275 
in 2011 to a low of 20,800 in 2015. This is reflective of the difficulties 
encountered by this sector over the past years.

• The number of employees in the construction sector in 2016 is edging closer to 
2010 levels which were the highest during this seven-year period (7750). The 
lowest number of employees in this sector (6975) were registered in 2012. This 

data reflects the buoyant mood of the construction industry which was 
given pretty much a free reign under the Labour government. One has 
to question whether this is translating into sustainable economic policy 
especially when one considers the drastic increase in permits issued in 
Outside Development Zones for projects that will continue to reduce 
the unbuilt footprint in our countryside. The environmental damage is 
not limited to our countryside. Many localities have been transformed 
into permanent building zones due to the relaxation of development 
policies in development zones. The development of new residential 
units is driven by a high demand and consequently higher property 
prices. There will be a point where demand for new property tapers 
off. If this happens when the adrenalin in the construction industry is 
still high, then Malta will witness the creation of a property bubble. 
Furthermore, one has to point out that the real income of workers in 
this sector in 2016 has remained relatively stagnant despite the positive 
performance of the construction industry.

Many localities have 
been transformed into 
permanent building zones 
due to the relaxation of 
development policies in 
development zones. 
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Table 4: Female participation rate (15 to 64 years) : 2010 - 2017

Sector 2010 2011 2012 2013 2014 2015

Total 139,075 144,025 147,225 151,400 156,425 159,850

of which

Manufacturing 22,300 23,275 20,800 21,250 21,500 20,800

Construction 7,750 7,475 6,975 7,600 7,650 7,575

Wholesale and retail trade, transportation and 
storage, accommodation and food service 
activities 37,950 38,475 39,650 40,850 42,425 41,450

Information and communication 4,625 5,875 6,625 6,125 6,050 6,225

Financial and insurance activities 6,450 6,600 7,400 8,000 7,750 8,350

Professional, scientific, technical, administration 
and support service activities 7,925 8,450 9,000 10,525 12,850 14,425

Public administration, defence, education, 
human health and social work activities 40,375 43,475 45,975 45,500 46,775 49,800

Other services 4,900 4,750 5,325 6,125 6,300 6,225

Source: Eurostat, Labour Force Survey

Chart 10: Total Number of Employees by Sector

Source: NSO, Labour Force Survey
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THE NUMBER OF PUBLIC SECTOR 
EMPLOYEES EXCEEDS 45,000
In 2016, the number of public sector employees exceeded the 45,000 mark. The last time that the 
public service had more than 45,000 employees was way back in 2005. Successive administrations 
had managed to reduce the numbers to a low of 40,893 in 2012. The numbers started to increase 
steadily following the 2013 election. The number is set to increase even further during 2017 as 
government, contrary to practice and possibly in breach of General Election rules, employed 
hundreds of people in the run-up to the 2017 election. The exact number of persons employed by 
the public sector in the first semester of 2017 is not yet known as government avoided answering 
parliamentary questions on this subject and official statistics will only be available later on in the 
year. 

The increase in the public sector headcount is having an adverse effect on the private sector. 
The Malta Employers Association (MEA) in its Pre Budget document stated that “During 2017, 
employers in the private sector have been concerned about the exodus of employees from 
their companies to work in the public sector, often to be replaced with foreign workers. Gozo 
has been particularly affected by this phenomenon, but many companies in Malta are facing a 
similar situation. Government should make every effort to streamline its operations to free human 
resources to productive jobs in the private sector, possibly through natural wastage. There should 
be a level playing field in the labour market between the public and the private sector”.

Government is using public sector recruitment as a means to curry political favour. To do so it is 
bypassing recruitment rules by dishing out positions of trusts. The MEA also commented on this 
stating that:

• Members of parliament should not hold positions of trust. This may be in conflict with their 
duties in parliament. 

• There shall be full public disclosure of contracts, remuneration conditions, including bonuses 
and perks, of persons occupying positions of trust.  

• All persons occupying a position of trust with public entities and who have not been employed 
through a recruitment process should be subject to a periodic audit by an independent board 
to justify their position. The board shall include representatives from the opposition. As with 
any private sector company, they will report on time spent, activities and results achieved.  

• Key positions in Authorities should be approved by a two thirds majority in parliament.

The MEA’s position tallies with that of the Opposition which has been very vocal against the way 
Government is abusing the system of position of trust and public sector recruitment.

Table 6: Average Number of Public Sector Employees 2011 - 2017

Year Average Number of Public Sector Employees

2011 41, 023

2012 40,893

2013 41,919

2014 43,965

2015 44,237

2016 (December) 45,161

2017 (January) 45,193

Source: NSO: Gainfully Occupied Population

During 2016, the number of registered unemployed continued to drop while the number 
of people in employment continued to increase. The Labour Force is expanding not least 
because of the importation of labour – one out of every five persons gainfully employed 
in Malta is now a foreigner. Youth unemployment in Malta is amongst the lowest in the 
European Union but the rate of early school leavers is the highest. There was negligible 
improvement in the rate of school leavers during 2016. The rate in increase in female 
participation in the workforce is the lowest since 2012. Malta still lags behind the EU 
targets in this regard. The number of public sector employees in 2016 exceeded 45,000 
– taking the country back to 2005 levels.



A SHARING ECONOMY□ 24

INCOME 
In 2016, the gross salaries in all main economic activities increased (Table 7) by 
an average of 4.3%. Inflation in 2016 was 0.9%. Therefore, in real terms wages 
increased by 3.4%, the highest increase since 2010. In 2016, contrary to what 
happened in the previous four years, the real wage in all economic activities 
increased.

However, this increase was not evenly spread over all economic activities. In 
fact while at the high end real wages in Other Economic Activities increased 
by 16.4%, real wages in the construction sector increased by a miserly 0.2%. 
Ironically, the lowest increases in real wages were registered in the sector that 
is being touted as one of the main drivers of the current positive economic 
performance. In 2016, real GDP increased by 5%. This clearly shows that wages 
are not increasing at the same level as the economy is growing. The highest 
discrepancy between GDP growth and real wage growth was reached in 2014, 
when GDP increased by 8.3% while real wages increased by 0.7%. 

The following comment lifted from a Central Bank study on the economic 
impact of foreign workers in Malta is relevant in this context: “While the annual 
average growth in per capita emoluments declined in the period 2010-2014 for 
Maltese employees, the decline was much more pronounced amongst foreign 
workers. This implies that a significant component in the slowdown in the 
growth of per capita emoluments could reflect this growing share of lower-
paid occupations. Similarly, the slowdown in per capita emoluments of Maltese 
workers could reflect the increasing proportion of part-time employment, 
particularly amongst women”. 

Reading between the lines of what the Central Bank is stating in this report, 
one has to question whether progress in certain economic sectors is being 
achieved at the expense of workers’ compensation. 

An analysis of sectorial contributions to GDP growth over the past 5 years 
(2011 to 2017Q1) also 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%.

Table 7: Real Wage Increase 2016

Economic Activity

% Increase 
in Gross 

Salary Inflation

% Real 
Wage 

Increase

Total 4 1 4

of which

Manufacturing 2 1 1

Construction 1 1 0

Wholesale and retail trade, 
transportation and storage, 
accommodation and food service 
activities

8 1 7

Information and communication 2 1 1

Financial and insurance activities 6 1 5

Professional, scientific, technical, 
administration and support service 
activities

3 1 2

Public administration, defence, 
education, human health and social 
work activities

4 1 3

Other services 17 1 16

Source: NSO, Labour Force Survey
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Table 8: Average gross salary by sector: 2010 - 2017

Sector 2,010 2,011 2,012 2,013 2,014 2,015 2,016
2016 

q1
2017 

q1

Total 14,506 15,032 15,536 15,845 16,077 16,564 17,270 17,086 18,029

of which

Manufacturing 14,178 14,260 15,299 15,735 15,950 15,908 16,256 16,564 17,700

Construction 13,196 13,453 13,488 14,527 15,449 14,929 15,098 15,364 15,867

Wholesale and retail trade, 
transportation and storage, 
accommodation and food service 
activities

13,071 13,618 13,303 13,180 13,655 13,903 14,959 14,878 15,450

Information and communication 17,772 18,588 19,667 18,786 18,946 21,595 21,993 21,230 22,021

Financial and insurance activities 18,286 20,452 21,699 21,488 20,984 21,420 22,778 20,676 24,148

Professional, scientific, technical, 
administration and support service 
activities

15,068 15,589 16,005 16,696 16,920 17,480 17,995 17,801 14,623

Public administration, defence, 
education, human health and social 
work activities

15,430 15,845 16,331 16,819 17,205 17,473 18,179 17,736 18,733

Other services 13,618 13,821 14,868 16,695 15,409 15,831 18,577 17,257 20,212

Source: NSO, Labour Force Survey

Table 9: Average annual salary growth: 2010 - 2017

Year
Average 

salary1 % change
Inflation as 

per HICP2
Real wage 

growth
Real GDP 

Growth

Real 
Wage/

Real GDP 
Gap

2,010 14,506 5 2 3 4 -1

2,011 15,032 4 3 1 1 0

2,012 15,536 3 3 0 3 -2

2,013 15,845 2 1 1 5 -4

2,014 16,077 2 1 1 8 -8

2,015 16,564 3 1 2 7 -5

2,016 17,270 4 1 3 5 -2

2016 q1 17,086 3 1 2 6 -5

2017 q1 18,029 6 1 4 4 0

Source: 1NSO, Labour Force Survey; 2Eurostat, Harmonised Index of Consumer Price
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Chart 11: Real Wage/GDP Dynamics 2010 - 2017

Source: NSO, Labour Force Survey; Eurostat, Harmonised Index of Consumer

Chart 12: Composite Distribution of Economic Activity 2013 - 2017

Source: NSO, Labour Force Survey; Eurostat, Harmonised Index of Consumer

During 2016, real wages in Malta increased in all main economic activities. 
This is contrary to what happened in the previous four years when some 
activities saw a drop in real income. The increase was not evenly spread. 
At the low end, income of construction workers increased by 0.2%. One 
of the reasons for slower growth in wages is the importation of cheaper 
labour. Economic growth over the past years accelerated faster than wage 
increases – in other words, workers are not benefiting proportionally from 
economic growth. 
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INFLATION AND POVERTY
In 2015, 118.7 million people, or 23.7 % of the population in the EU-28 were at risk 
of poverty or social exclusion (AROPE), compared with 24.4 % in 2014 (source: 
Eurostat: People at risk of Poverty or Social Exclusion). The reduction of the 
number of persons at risk of poverty or social exclusion in the EU is one of the 
key targets of the Europe 2020 strategy.

 2015, the number of persons at risk of poverty in Malta (data for 2016 was not 
available at the time when the report was drawn up) stood at 94,000.

Table 10: At risk of poverty or social exclusion: 2010 - 2015

Year Number of persons (000s) % of total population

2010 86 21.2

2011 90 22.1

2012 94 23.1

2013 99 24

2014 99 23.8

2015 94 22.4

Source: Eurostat/NSO

The two previous editions of the Opposition’s Pre-Budget document 
spoke in length about the growing problem of poverty in Malta. The initial 
government reaction was to minimise the problem by stating that poverty 
is on the decrease in Malta. However, following public statements from 

NGOs contradicting government’s 
stance, government had to change 
track and admit that poverty is 
indeed a problem. So much so that 
poverty was one of the challenges 
that the Prime Minister highlighted 
in his Freedom Day speech in 2017. 
Minister Edward Scicluna highlighted 
four actions that government 
is taking to combat poverty: 
fighting unemployment through 
strengthening of the education 
system, providing in-work benefits, 
improving pensioners’ income and 
improving the financial situation 
of vulnerable people including 
persons with disability (http://www.
edwardscicluna.com/latest-articles/
the-four-main-areas-of-poverty-
and-how-each-budget-has-tackled-
them/14044/). The Opposition 
regrettably notes, however, that 

despite this stated strategy and the actions taken by government, the problem 
of poverty in Malta is becoming harsher for some and is bound to increase 
over the coming years. Ironically, this is happening when Malta’s economy 
is growing. The reasons behind this apparent contradiction are many and 
include government’s wrong policy decisions – such as when it introduced a 
tax on social housing -  and priorities. 

The following are some of the reasons that are contributing to poverty in 
Malta:
• The rate of early school leavers in Malta remains the highest in the 

European Union;
• Importation of cheap foreign labour pushing down wage growth in Malta;
• Above-average inflation in Malta particularly in food, property and rent 

prices;

Home Helpers who are now employed 
through private contractors and paid 
€4.85 per hour. Previously, Government 
employees carrying out home help 
services were being paid at €7.50 
per hour. This is nothing short of 
government-sponsored prekarjat. 
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• Inadequate pension system – particularly due to the lack of second pillar 
pensions that support the statutory state contributory pension; and

• Higher indirect taxes on essential goods and services that do not 
discriminate positively in favour of lower income groups.

The first two points are tackled elsewhere in this document. However, there 
is an additional point that needs to be made within this context. Government 
itself is contributing to the downward pressure on wages. A case in point 
is the situation with Home Helpers who are now employed through private 
contractors and paid €4.85 per hour. Previously, Government employees 
carrying out home help services were being paid at €7.50 per hour. This is 
nothing short of government-sponsored prekarjat. 

The Opposition in its electoral manifesto made two proposals on how to 
reduce the scourge of prekarjat. The Opposition pledged to:

• Implement the principle of equal pay for equal work and strengthen 
measures to seek its implementation within the private sector.

• Stop the precarious work which is taking place within the GWU scheme, 
whereby the GWU is making over €1.5 million in profits each year off the 
backs of 600 workers. This scheme will be managed by Jobsplus and 
the profits currently being made by the GWU will be paid directly to the 
workers. This will mean an increase in pay for these workers of more than 
€200 each month.

Government should consider implementing these proposals if it is serious 
about its promise to fight prekarjat.

Over the past twenty-four months, the 
increase in property prices – driven 
by demand for property by foreigners 
- is having a detrimental impact on 
the standard of living of the Maltese 
population. Maltese people are finding 
themselves edged out of the property 
market, finding it increasingly difficult 
to rent or buy property. House prices, 
as measured by the House Price Index, 
rose by 5.2% in Malta in the first quarter 
of 2017 compared with the same 
quarter the previous year. Real wage 
growth in 2016 was 3.1%, meaning 
that the increase in property prices far 
outstrips the increase in real wages. 
The fact that over a four-year period 
government failed to make available 
new social housing units increased 
the demand for low rental properties, 
in turn pushing up the rental and 
property prices for the low end of the 
market. Government has now pledged 
to try and reverse this by investing in 
housing units. 

The Opposition, in its electoral programme, proposed a number of measures 
to help ease the social housing problem which became more acute over the 
past years. The Opposition had proposed to:
• Introduce a program for the construction of apartments for social housing 

purposes for families and young couples whose income does not permit 
them to buy or rent from the private sector. The Private Sector is to be 
involved through private public partnerships. 

• The Housing Authority will again rent properties from the private sector in 
order to grant subsidised social accommodation to those in need.

• Property owners who rent, or will rent to persons who are awaiting social 
housing allocation, shall be exempt from income tax on such rental income 
on condition that the rent is fixed for a period of ten years.

• Review the rent subsidy scheme so that more persons would be eligible to 
benefit in order to keep up with today’s rental prices.

House prices rose by 5.2% in Malta in the 
first quarter of 2017 compared with the 

same quarter the previous year. Real 
wage growth in 2016 was 3.1%, meaning 
that the increase in property prices far 

outstrips the increase in real wages
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• Study the situation which certain people, in particular the elderly, 
have found themselves at risk of ending up homeless as a result of the 
Constitutional Court on permanent rental contracts, , in order to identify 
solutions to resolve their predicament.

• Assist organisations which provide services to homeless persons. This will 
be done through financial assistance, subsidies, reduction in utility bills, 
and by increasing the services provided by social and community workers.

• The profits made by the Lands Authority should be put aside in order to 
pay off those persons whose property was expropriated in the past and 
who have not yet been compensated. This will ensure that those who 
have been waiting for compensation for property taken over by previous 
Governments will receive just payment.

Government has pledged to tackle the social housing problem during this 
legislature. Some of the actions being contemplated by government are in 
synch with those of the Opposition. The Opposition is calling on government 
to tackle this problem with urgency and to refrain from turning this into yet 
another opportunity to curry political favour with its voter base. 

The number of pensioners at risk of poverty is increasing. In 2014 there were 
16,350 pensioners at risk of poverty. The number increased to 17,592 in 2015. 
Mr Carmel Mallia, the vice president of the National Association of Pensioners, 
in an opinion piece published in the Times of Malta (“Future-proof Pensions, 
Times of Malta, 23 August 2017) said that despite government’s claim to the 
contrary, very little was done by the Labour government to improve pensions.

“… there are about 90,000 pensioners but, so far, the increases covered only 
a few…over 75,000 pensioners were not entitled to higher pensions. This 
majority only received a cost-of-living adjustment of €1.75 a week”.
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Mr. Mallia further stated that government’s priority should be “of keeping our 
pension system sustainable and that an adequate pension could be granted 
so that a person can live in dignity on retirement. Our second priority should 
be that of keeping our house in order and consolidate all the good the system 
achieved over the past 60 years. On the other hand, measures should be 
taken during this legislature to eradicate once and for all the injustices and 
discrimination that exists between pensioners”.

In response to this call for more adequate pensions, the Opposition is 
proposing annual stepped increases to bring the minimum pension in line with 
the minimum pay. As it did in previous pre-budget documents, the Opposition 
is again reiterating its call for a serious consideration and evaluation of the 
introduction of second-pillar pensions.  

The Opposition is again calling on government to consider implementing all 
or some of the proposals included in the Opposition’s electoral programme 
aimed at helping pensioners move away from the poverty line. The Opposition’s 
electoral programme proposed to: 

• Increase the Old Age Pension to 60% of the national median income. 
According to the latest figures, this will mean that this pension will increase 
to €155.00 each week.

• Encourage senior citizens to continue living in their homes and in their 
community by substantially increasing the annual allowance given to each 
senior citizen over the age of 75 who choose to remain at home, from 
€300 to €500. In the case of couples, the allowance will be given to each 
spouse.

• Grant the opportunity to those persons who have any outstanding 
National Insurance payments which impact their pension to pay back the 
difference in order to ensure that they receive a full pension.

• Ensure that all single pensioners receive the full national minimum pension, 
as do their married counterparts.

• Improve incentives, both for employees and employers, to invest in private 
pension

• Schemes such as personal savings plans and occupational retirement 
schemes.

• Give bereaved spouses the right to receive the full pension due to their 
spouse.

• Exempt all pensions from income tax.
• Address the injustice in the service pension system in a gradual manner 

in accordance with the pensioner’s age, such that the calculation of 
retirement pension due will exclude:

 ■ The whole service pension in the case of pensioners who are older 
than 80 years of age;

 ■ Not less that 80% of the service pension in the case of pensioners 
who are between 75 and 79 years of age;

 ■ Not less than 60% of the service pension in the case of pensioners 
who are between 70 and 74 years of age;

 ■ Not less than 40% of the service pension in the case of pensioners 
who are between 66 and 69 years of age;

 ■ Not less than 20% of the service pension in the case of pensioners
 ■ who are below 65 years of age.

Over the past years, there was an increase in request for home help and for 
services such as meals on wheels. The Opposition is informed that a number 
of families in St Paul's Bay stopped receiving the service while other persons 
who applied for this service months ago are still waiting to be serviced. The 
Opposition is further informed that those who need it most are not being seen 
to while others who probably do not really need home help are being given full 
service due to political patronage.

High rate of school-leavers, importation of cheap labour, above-average 
inflation particularly on food and property prices, inadequate pension 
system and higher indirect taxes are contributing to poverty in Malta.
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Higher taxes, especially indirect taxes are also having a negative impact on 
disposable income. This point is dealt with further on in this document. Chart 
13: Inflation in Malta and the EU 2010 – 2017

Source: Eurostat, Prices
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The main drivers of the economy remain the sectors created by past PN-
led administrations, namely the financial services sector, the iGaming sector 
and tourism. The main drivers behind the 6.4% GDP growth in 2017 Q2 were 
iGaming, Professional Services, Public Adminstration and tourism related 
activities. Tourism had been reporting a buoyant activity for at least during 
the past decade, therefore the activity is of a permanent rather than transitory 
nature. The source of growth is pointing remarkably to the same economic 
model characterised by lack of diversification. Diversification is paramount to 
ensure permanence in the long term. The construction sector, a sector which 
grew significantly over the past four years, owes its positive performance to 
the growth in the other economic activities. While it is positive that existing 
economic sectors are by and large showing year-on-year growth, the country 
cannot and should not rest on its laurels. Now is the time to think of tomorrow’s 
economy, of the opportunities that we want to hand over to tomorrow’s 
generations. In this context, the Opposition is inviting government to consider 
implementing proposals contained in the PN’s electoral manifesto, namely:

Establish Malta as the first EU jurisdiction in which all administrative G2B 
services will be provided in a digital and fully transactional fashion, whilst 
also introducing agent-based services.

Consolidate logistics under one Ministerial responsibility and develop Malta’s 
industrial logistics capacity by promoting the formulation of an integrated 
industrial policy framework for trade and logistics.

Sustain the further development of digital connectivity, communications 
and ICT infrastructure, facilities and services. Establish cloud computing as 
a key horizontal priority to structure the necessary frameworks, capabilities 
and profile to attract service operators to work out of Malta, and take digital 
education to the next level.

Provide a three-year zero tax framework (capped at €40,000 tax payable 
per year for the first three years) to local and foreign businesses seeking to 
start up their operation in Malta in targeted innovation-driven sectors.

Increase the capital of the Malta Development Bank by €360m to be utilised 
for loan guarantees to local businesses to enable them to invest in innovation, 
productivity enhancement, efficiency realisation and implementation of their 
internationalisation and growth strategies. The loan guarantees can vary 
from €25,000 to €250,000 and should be based on a clear and transparent 
mechanism granted on the basis of merit of the case and due diligence by 
the Bank itself.

Establish an Investment Agency that will encourage the attraction of 
Venture Capital for innovation-led investments and support it by materially 
reducing the capital gains tax on VC-based investments through a tax credit 
mechanism.

Further incentivise angel investors and the setup of financial instruments 
designed for seed and early stage investments by establishing a fund that 
would provide equivalent co-financing (for every euro invested by business 
angels, the public fund would co-invest an equivalent amount).

Sectorial Analysis
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Establish a national target of 3% of GDP for research and development 
spend in Malta and increase the public commitment to RTDI projects and 
initiatives by 10% per annum, in addition to incremental investments in the 
higher education sector.

Upgrade industrial parks by enhancing the design and provision of 
government-aided factory and working spaces, regenerating industrial 
zones into enterprise hotspots, and providing a material improvement in the 
working environment.

Permanently reduce the rate of stamp duty on the succession of shares in 
qualifying family businesses to 1% and provide investment aid specifically 
designated for the implementation of succession plans.

Malta has all it takes to become a regional leader in the FinTech sector, creating 
a synergy between the financial services and ICT sectors. Government 
should leverage the critical mass of the financial services industry to create 
an integrated ecosystem, converging all stakeholder efforts into one hub, 
starting with the introduction of a path-finding regulatory sandbox.

All public procurement should be conducted via the electronic procurement 
facility with payments for goods provided and services rendered set to 30 
days.

Government should ring-fence 30% of public procurement exclusively for 
SMEs.

Government should provide small businesses and the self-employed with a 
significant fiscal incentive that will reduce their overall income tax burden to 
just 10% on their first €50,000 operating profits. This means that retailers will 
only pay a total of €5,000 in income tax on their first €50,000 of operating 
profits.

Government should effectively and without delay address the proliferation 
of illegal vendors, through enforcement, tighter regulation and alert systems 
to notify authorities with potential illegal vending activity.

The Opposition is also inviting government to extend the tax incentive scheme 
covering the transfer of business within family. The current scheme covers the 
period up to April 2018. Government should consider extending this scheme.

Chart 14: Net Increase/decrease in Legal Unit 2010 – 2016

Source: NSO, Business Demographics
2011 was a particular year where a specific legal notice was enforced where legal units under a 

certain turnover threshold need not register for VAT.  As such 2011 is not a normal year in 
the analysis
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FINANCIAL SERVICES
The Financial services sector and ancillary activities has remained as one of 
the most important contributors to economic and wage growth on the Maltese 
islands.
 
Over the past years the Maltese jurisdiction continued to attract new business 
in a variety of niches within this industry, ranging from investment services 
to insurance, from trusts to pensions. More than 5,000 companies were 
registered by the MFSA last year, which means that over 53,000 companies 
are now registered on our islands. This sector is also attracting high quality 
labour from abroad, further contributing to the expansion of the Maltese 
economy. More top quality jobs have been created and this augurs well for our 
young graduates.

This is no mean feat and it is certainly a reflection of the industry’s strength, 
underpinned by sound legislation and regulation, established over the past 
twenty years, the bipartisan support towards it, the quality of its human 
resources, and the innovative approach which so far has underpinned this 
steady level of growth. Having said that, it is no time to rest on our laurels, 
particularly as the post-Brexit scenario offers stiffer competition with regional 
rivals struggling to improve their value proposition in the light of new 
opportunities being made available.

THE WAY FORWARD
In August 2017, the Government launched a Consultation Document aimed 
at obtaining the views of stakeholders on the strengthening of the Malta 
Financial Services Authority, for the further development of Malta’s financial 
sector “as a strong alternative to the world’s main international financial 
centres”, in particular in so far as innovation is concerned.1  It is unfortunate 
that the proposals presented in the consultation document fail to expound in 
sufficient depth Government’s plans at achieving the foregoing.  In order for 
a meaningful consultation process to be conducted, one would need to be 
provided with a clear picture of the current state of affairs and the desired 
targets, accompanied by an explanation on how Government would intend to 
bridge any gaps identified.

The Nationalist Party has repeatedly advocated the need to consolidate 
Malta’s position, inter-alia, in financial services, through an  in-depth review 
of the regulatory framework for the purpose of providing a new sense of 
direction, addressing risk, strengthening operations in Malta, expanding their 
value-added and, most importantly, raising the salaries of the workforce.2  To 
this end, the Nationalist Party recommends setting up a High Level Expert 
Group, with the participation of all stakeholders, to study the situation of this 
sector and to make recommendations on the way forward.3  The Expert Group 
would be tasked with delivering a national strategy for the financial services 
sector to implement over a defined period.4

In so far as innovation is concerned, in April 2017 Government’s Cabinet approved 
a blockchain strategy to attract investors to Malta, highlighting the fact that 
we needed to be a frontline country vis-à-vis this innovation.5  Government 
has stated that Malta needs to consider the adoption of cryptocurrency, 
despite the wariness of regulators.6  The Nationalist Party would emphasise 
the importance of innovation in the regulatory framework of the sector,7 in 
particular in new and emerging areas such as blockchain and crowdfunding.8 
The Nationalist Party is in favour of Malta being a regional leader in the FinTech 
sector, thus creating a synergy between the financial services and ICT sectors.  

1  https://opm.gov.mt/en/Documents/Consultation%20Document_MFSA.pdf
2  PN Electoral Programme 2017 – Proposal no. 152
3  PN Electoral Programme 2017 – Proposal no. 155(a)
4  PN Electoral Programme 2017 – Proposal no. 155(b)
5 https://www.timesofmalta.com/articles/view/20170421/local/blockchain-strategy-

approved-by-cabinet.645771
6 https://www.timesofmalta.com/articles/view/20170731/business/mfsa-warns-about-use-

of-bitcoin.654576
7  PN Electoral Programme 2017 – Proposal no. 155(d)
8  PN Electoral Programme 2017 – Proposal no. 169
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In order to achieve this aim, it is recommended that Government partners 
with the industry to create the right regulatory environment. In addition, the 
Nationalist Party would encourage the establishment of a FinTech Mobilisation 
Fund for the purpose of supporting private investment.9

The advent of Brexit shall in practice mean that financial services providers 
based in the United Kingdom will lose their passporting rights to access the EU 
single market through freedom of establishment and/or freedom of services.10  
Financial services providers desirous of operating under the EU passporting 
regime will be required to seek re-domiciliation and the necessary licencing 
in an EU member state.  In this regard, Government should intesify its efforts 
to promote Malta as a leading financial services centre, on the basis of its 
robust regulatory regime and business-friendly environment. Government has 
attributed Malta’s failure so far to attract large companies which are relocating 
from Britain to poor infrastructure.11 

It is pertinent to note that, on the other side of the coin, financial services 
providers based in the EU will no longer be afforded access to the UK market.  
The implications of the latter also need to be considered, in view that Malta 
exports a large volume of services to the UK, relative to its GDP.12 In light of 
the foregoing, the Nationalist Party strongly urges Government to appoint a 
Brexit Envoy whose role will be to plan and mitigate any potential impacts on 
the local economy as a result of the United  Kingdom’s exit from the European 
Union and, more importantly, to identify and develop without further delay 
any opportunities for Malta.13

For the past year, Malta’s reputation has been under the spotlight in the wake 
of the Panama Papers leaks, which involved top officials in Government, 
coupled with further revelations on Government’s apparent disregard for the 
rule of law which emerged during Malta’s presidency of the Council of the EU.  
This cast significant doubt on Malta’s role as a respectable and trustworthy 
financial centre.  As a result, the efficacy of our country’s tax imputation system 
was questioned following the Malta Files leaks.   The Nationalist Party once 
again calls upon the Government to restore Malta’s international reputation as 
a European, democratic state with full respect for the rule of law.14  Moreover, 
it is crucial that the independence of the regulatory authorities in the financial 
services sector – the Malta Financial Services Authority (MFSA), the Financial 
Intelligence Analysis Unit (FIAU) and Finance Malta – is ensured, so that 
they can operate independently of any political interference, thus restoring 
confidence in Malta’s adherence to the rule of law.15

9  PN Electoral Programme – Proposal no. 164
10 http://www.europarl .europa.eu/RegData/etudes/STUD/2017/602058/IPOL_

STU(2017)602058_EN.pdf   
11  https://www.timesofmalta.com/articles/view/20170729/local/poor-infrastructure-putting-

companies-off.654364
 http://www.independent.com.mt/articles/2017-01-20/brexit/Brexit-Lloyd-s-of-London-

rules-out-Malta-base-for-subsidiary-outside-London-6736169311
 https://www.timesofmalta.com/articles/view/20170510/local/uk-nsurance-giant-hiscox-

snubs-malta-for-luxembourg.6475
12  https://www.timesofmalta.com/articles/view/20170707/local/malta-may-lose-uk-insurer-

because-of-brexit.652645
13  PN Electoral Programme – Proposal no. 154
14  PN Electoral Programme 2017 – Proposal no. 11
15  PN Electoral Programme 2017 – Proposal no. 155(c)

Malta’s reputation has been under the spotlight in the wake 
of the Panama Papers leaks, with further revelations on 
Government’s apparent disregard for the rule of law which 
emerged during Malta’s presidency of the Council of the EU. 
This cast significant doubt on Malta’s role as a respectable 
and trustworthy financial centre
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RETAIL
In November 2016, Partit Nazzjonalista published its vision for the retail sector 
in a document entitled “A Policy for Retailers”. The document outlines what 
the PN considers to be the main challenges facing the retail sector, namely:

Main Challenges
• Market size and over-population
• Local cut-throat competition
• Rental cost of retail space
• Concentrated strength of large operators
• Access to finance and bank charges
• Unlicensed vendors and illicit trading
• High cost of maintaining stocks to meet customer satisfaction
• Availability of adequate retail resources
• Cost to maintain stores

Secondary Challenges
• Thin margins and low profits
• Lack of e-commerce preparedness
• Lack of storage facilities
• Parking availability and cost
• Difficulty to integrate operations in village cores
• Ineffective retail investment schemes
• Transport and traffic congestion

Other challenges
• Sunday trading restrictions
• Increasing volume of retail space
• Fiscal discrimination for foreign operators
• Unattractive store experience
• Re-introduction of excise duties
• Difficulty to expand operations
• High cost of export
• Lack of retail management expertise
• Perpetual construction in vicinity of shops
• Costly and ineffective government bureaucracy

The document went on to list 51 proposals aimed at overcoming these 
challenges and ensuring the long-term sustainability of the retail sector in 
Malta. The proposals were driven by three overarching objectives:

• To incentivise retailers to invest, grow and improve their profitability,
• To grow the retail market; and
• To create liveable and sustainable retail zones.

The Opposition is calling on government to seriously consider and implement 
these proposals not least the fiscal incentives for small operators. The 
Opposition, as it has done in the past, points out that while some retails areas 
are seeing year-on-year growth other retail areas, particularly traditional retail 
zones such as Ħamrun, Raħal Ġdid and other zones are degenerating as a 
result of dropping sales and lack of investment. 

While some retails areas are seeing year-on-year growth 
other retail areas, particularly traditional retail zones such 
as Hamrun, Rahal il-Gdid and other zones are degenerating 
as a result of dropping sales and lack of investment
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Chart 15: Volume of Retail Trade 2010 – 2017

Source: Eurostat
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TOURISM

WORLDWIDE TOURISM 
CONTINUES TO GROW
The latest Tourism Barometer report, published by the United Nations World 
Tourism Organisation (UNWTO), points to continued growth in tourism 
worldwide in 2017. The report, published in July 2017, states that “Destinations 
worldwide received 369 million international tourists (overnight visitors) in the 
first four months of the year, 21 million more than in the same months of 2016 
(+6%)…International arrivals reported by destinations around the world were 
positive overall, with very few exceptions. Most of 2016’s strong performers 
maintained momentum, while destinations that struggled in previous years 
continued to rebound in the first part of 2017. This is especially reflected in 
the better results of the Middle East (+10%), Africa (+8%) and Europe (+6%). 
Asia and the Pacific (6%) and the Americas (+4%) continued to enjoy robust 
growth”.

EDGING CLOSER TO 2 MILLION 
TOURIST ARRIVALS
The tourism industry in Malta continued on its 
positive path. Tourist arrivals in 2016 continued 
to increase, cementing the positive trend 
that started way back in 2007 (bar for a dip 
in 2009). It is expected that tourist arrivals 
will surpass the 2 million mark in 2017. This 
positive trend is attributable to successive 
administrations’ efforts to: (1) improve 
accessibility to and from Malta, (2) invest in 
tourism product and (3) improve the way 
Malta is marketed as a tourism destination 
abroad. While accessibility continued to 
improve over the past four years, there has 
been a marked decrease in public investment 
in tourism product with the only major projects 
undertaken being those that were started by 
the Gonzi 2008-2013 administration. On the 
other hand, it is positive to note that private 
sector investment in the tourism product, 
particularly in accommodation projects is on 
the increase. 

Chart 16: Tourism Arrivals and Expenditure 2010 - 2017

Source: NSO, Inbound Tourism

While accessibility continued to 
improve over the past four years, there 

has been a marked decrease in public 
investment in tourism product with the 

only major projects undertaken being 
those that were started by the Gonzi 

2008-2013 administration
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AIR MALTA
Although Malta is today served by a larger number of airlines, Air Malta still 
remains a major player in the tourism industry. It currently carries around 
30% of the incoming tourists. Government over the past five years left the 
Opposition in the dark on the situation on Air Malta. In this context one has 
to mention that the company’s accounts for the financial years April 2015 to 
March 2016 and April 2016 to March 2017 were strangely not published.

Notwithstanding the lack of interest on the part of government to engage with 
the Opposition, our offer, to assist government in identifying a sustainable 
route for Air Malta’s future, remains. Within this context, the Opposition is 
putting forward a number of proposals:

1. Air Malta must expand its operations to new destinations. Destinations 
such as Spain, Northern France, Ireland and Scandinavia, which up to a 
few years ago could not be considered due to the prohibitive high price 
of fuel, need to be properly examined. 

2. Now that Air Malta is out of the EU restructuring plan it should present a 
plan to Government to help promote Malta as a tourist destination on the 
same lines that government reached similar deals with low cost carriers. 
Such a deal could create a significant new revenue stream for Air Malta. 

3. Air Malta needs to invest heavily in cutting edge business intelligence 
ICT which is the key to the success of airlines like Ryanair, Wizz Air 
and JetBlue.   The global trend is for passengers to book online and Air 
Malta must be virtually visible at the moment of choice to prospective 
passengers considering a trip to Malta. Traffic from people searching for 
flights to Malta should as much as possible be directed to an improved Air 
Malta’s website.

4. Air Malta must have everything ready to restart the Libya routes when the 
political situation permits it.

5. The Opposition retains its stance that control of the Airline should remain 
in Malta. To this end we believe that there should be investment from 
local institutions and agencies, through a transparent process that does 
not allow any local private activist to hold more than a 10% shareholding. 
Share options should also be released to Air Malta workers.

BREXIT
The Pound Sterling has depreciated by around 20% since the Brexit 
referendum. If this trend continues or worsens, British outbound tourism is 
going to take a hit. British tourist will find travelling to the European Union 
more expensive and may therefore opt to either travel to destinations which 
offer more value for money or opt to take their holidays within the UK. Over 
the past twenty years, Malta has systematically decreased its dependence on 
the British market which at its peak, accounted for over 60% of the inbound 
tourism. Today around 30% of our tourists are British. Although the risk is 
more contained it is still considerable particularly for certain operators in the 
sector which have maintained a stronger dependence on the UK market. The 
Opposition is calling on government to provide details on how Malta is gearing 
up for these eventualitites. 

CARRYING CAPACITY EXERCISE
The Opposition is calling on Government to commission a carrying capacity 
exercise to identify possible pressure points. The study will help:
 
• pre-empt bottlenecks in the supply side and, 
• ensure optimum visitor satisfaction. 

The last time that such an exercise was carried out was over fifteen years 
ago. The exercise should evaluate all the tourism product points that tourists 
come into contact with and all the infrastructure that is used by tourists during 
their stay in Malta: from beaches, to roads to drainage services and airport 
services. Simultaneously government should commission a study on the social 
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impact of tourism on localities that fall within the major tourism footfalls. This 
study should identify problems and suggest remedial action to ensure that 
the infrastructure in these localities is sufficient to cope with the increased 
population. 

PRODUCT DEVELOPMENT
Publicly Funded Projects

Successive PN-led administrations invested heavily in strengthening Malta’s 
tourism product. Projects undertaken by the PN governments, solely or 
in conjunction with the private sector, include Malta International Airport, 
the cruise liner terminal, the restoration and rehabilitation of bastions and 
fortifications including Fort St Angelo and Fort St Elmo, the restoration and 
replenishment of St George’s Bay, the creation of a perched sandy beach 
in Bugibba, the National Aquarium project in Qawra, works on various 
promenades in Malta and Gozo, the ferry terminals in Mġarr and Ċirkewwa 
and countless other projects. Over the past four years, the momentum behind 
these kind of projects dwindled. The Opposition is calling on government to 
re-start this investment programme particularly by: 
• Carrying out the Xemxija Beach replenishment project, a project which 

was launched in 2012 with little progress achieved over the past four years;
• Investing more heavily in locality-based quality events and locality tourism 

infrastructure as spreading the benefits of tourism to more localities.

Accommodation Tax

In 2016, government introduced an accommodation tax. Government stated 
that the money generated through this tax was going to be ring-fenced and 
administered through a private-public partnership co-led by the MHRA and 
used to fund product embellishment projects across tourism zones. The 
Opposition reiterates its position that other important stakeholder groups 
should be involved in determining how these funds are used. Government 
should give a yearly account of where and how the money is being spent. 
Money raised from the accommodation tax from Gozo should be spent on the 
tourism infrastructure in Gozo.

Road Infrastructure

The present administration was elected on the back of an electoral promise 
to re-do all the road infrastructure over a seven-year period. The condition 
of Malta’s roads was and remains one of the major complaints from tourists, 
particularly those who hire cars and drive around the islands. Therefore, there 
is no doubt that also from a tourism point of view, there is a desperate need for 
investment in upgrading the country’s road infrastructure. However, there is 
the important question of how the work is going to be programmed so as not 
to accentuate the traffic congestion problem that is now a major concern for 
both the resident and tourist population alike. Government has yet to announce 
details of how it intends to carry out the road works. It has to be said that 
government’s track record in this area, particularly in the case of the Coast 
Road, were far from satisfactory where the project endured several delays and 
resulted in EU funds being lost due to tendering rules being circumvented. 

Cleanliness

During summer 2017, a number of tourism localities, most notably St Paul’s 
Bay and St Julian’s experienced a deterioration in the level of cleanliness. The 
funds allocated to the local councils of major tourism localities are clearly not 
enough to cope with the surge in population during peak tourism months. 
With tourism growing in the shoulder and winter months, what was up to a 
few years ago a summer problem, is fast becoming an all-year-round problem. 
This situation needs a permanent solution and not ad hoc interventions or 
knee-jerk reactions to media articles. Government should ensure that councils 
receive adequate funding and that solid plans are put in place to handle 
garbage and waste collection and road cleanliness in tourism zones.
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Compendium of Malta’s tourism product

Malta’s tourism product is diverse as it needs to be to match the expectations of 
the different needs of Malta’s main and secondary tourism sectors. From visitor 
attractions to cultural events, from restaurants to hotels, from language schools 
to conference centres, from shopping centres to indigenous craft shops, Malta’s 
tourism product is eclectic and rooted in all levels of the country’s economic 
and social fabric. Government should consider drawing up a comprehensive 
compendium of this product. This compendium if drawn up, will become an 
indispensable tool in planning and development of tourism policies. It could also 
be a powerful marketing tool for the Malta Tourism Authority. 

Increased Competition from Southern Mediterranean Destinations

According to the UNWTO Tourism Barometer report cited earlier, tourism in 
North Africa in the first quarter of 2017 grew by 18%. Egypt’s tourism grew by 
51% while Tunisia saw a 32.5% increase year-on-year. This proves yet again the 
resilient nature of the industry. It also shows that Malta can expect stronger 
competition from southern destinations over the coming months and years. 



A SHARING ECONOMY□ 42

VALLETTA 18
In 2018, Valletta will be carrying the title of European Capital of Culture 
(ECoC). ECoC is primarily a monumental opportunity to rethink culture and 
its role and contribution in society’s development. It is a once in a lifetime 
opportunity to create a cultural legacy that is relevant not only to Malta 
today, but equally if not more for future Maltese and European generations. 
Beyond the cultural dimension, ECoC has over the years proved to be a major 
economic contributor. 

These economic positive aspects only kick in if ECoC helps to attract additional 
tourism. Unlike some other destinations that held the ECoC title, Valletta and 
Malta are peaking in tourism and therefore the incremental effect of ECoC on 
tourism, particularly in the short-term could be less than in other destinations. 
However, ECoC can and should be used to build a stronger cultural tourism 
legacy for Malta that will help cement our attractiveness and competitive 
advantage in attracting cultural tourists to Malta in years to come. After all, the 
cities that economically benefitted most from ECoC are those that managed 
to reap in the benefits and retain their attractiveness beyond the year of ECoC. 
ECoC should not be seen as an opportunity to beef up numbers in 2018 but 
rather as a magnate that will help pull more cultural tourists in the year to 
come, an opportunity to put Malta on the radar of the cultural driven tourists. 

Cultural tourism is the island’s best shot at increasing more tourism flows in 
the winter and shoulder months and therefore help even out seasonality.

For ECoC to be successful in ensuring a positive long-term impact on tourism, 
there needs to be a strategic plan drawn up between the Malta Tourism 
Authority and the Valletta 18 Foundation that focuses on actions that can help 
deliver this long-term legacy.
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CULTURE AND THE CREATIVE 
INDUSTRIES
 
Malta’s cultural scene changed radically over the past two decades. More and 
more people earn a living through culture and the arts, just as more and more 
people are participating in cultural events.

According to the report entitled “The Impacts of Valletta 2018 – 2016 
Research”, published by Valletta 2018, the culture and creative industries (CCI) 
continued to grow at an average of 9% per annum between 2010 and 2015. 
“The Arts was the most dynamic sector among the CCIs, registering double-
digit growth rates of 15% per annum between 2010 and 2015, marginally less 
than the preceding five-year period…Job creation in the CCIs almost tripled 
in the latter 5-year period. The CCIs created 2,800 new jobs between 2010 
and 2015, compared to an increase of 1,100 new jobs between 2005 and 
2010…Employment in the CCIs increased by a significant rate of 5% average 
annual growth between 2010 and 2015, with average annual growth in creative 
business services reaching 8% and in the arts reaching 6%”.

Successive administrations invested in various culture and arts initiatives and 
clearly this investment is paying off both from the culture point of view and 
also from the economic point of view. 

The Opposition is calling on government to continue with this investment 
programme by:

• Investing in the country’s cultural infrastructure particularly in a new 
national theatre, a museum for modern and contemporary art, an academy 
of fine art and an architecture and design centre.  

• Investing in a new National Library and National Archives. 
• Acknowledging access to culture as a universal right, and allow all 

locally registered students, all Karta Anzjan holders, and persons with a 
disability free access to Heritage Malta sites and Museums.

• Strengthening cultural heritage as an important aspect of our identity and 
invest in the Superintendence of Cultural Heritage to ensure that it can 
effectively perform its functions as outlined in the law. 

• Starting the process to give each youth between the age of 18 and 21 
a one time grant to be used to visit any EU country of his/her choice. 
Where a language learning course is followed during such visit the grant 
is increased to cover the cost of that language learning course

• Working with local publishing firms to effectively promote locally published 
works, bring about the reduction of VAT on ebooks, e-newspapers and 
e-journals to 5%, and make costs incurred by promoting locally published 
works abroad a deductible expense. 

• Strengthening the Maltese language by buying the rights for a spellchecker 
for the Maltese language and make it available to everyone in public 
service, educators, and students; 

• Giving the Kunsill Nazzjonali tal-Ilsien Malti new office space to reflect its 
central role

Film industry
• Increasing the Malta Film Fund (MFF) to €2,000,000, inclusive of the Co-

Production Fund, and making the application process more fair and flexible. 
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ENERGY AND FUEL
ENERGY
The criticism levelled by the Opposition and other constituted bodies over 
the lack of transparency in the energy sector remains valid. The controversial 
18-year agreement between Enemalta with Electrogas, the owners and 
operators of the new gas-fired power station remains shrouded in mystery. 
Malta retained its monopolistic nature of energy generation in Malta. Shanghai 
Electric Power 33% stake in Enemalta and outright ownership of Malta’s main 
power station, the 'BWSC' plant do not change the monopoly situation. There 
are other concerns. Shanghai Electric and ElectroGas (through SOCAR one of 
the shareholders in ElectroGas) both have foreign state involvement in their 
shareholding, namely, China and Azerbaijan.

The deal struck with Electrogas has serious long-term – eighteen years to 
be precise -  implications: it reduced the country’s flexibility to source 
energy at cheapest available prices and hampered our ability as a nation to 
take advantage of further investment opportunities in the sector and the 
implementation of innovative technologies, especially in the field of renewable 
energy.

In the first semester of 2017, the interconnector provided just under 
60% of the country’s needs, meaning that the interconnector remains 
the nation’s main supplier of electricity. It is not clear whether the 
Electrogas power station is generating electricity on a regular basis 
and to at what levels. The investment on the interconnector gave 
the country a more stable supply however the Labour administration 
failed to match this investment with sufficient investment in the 
distribution system. As a result, blackouts particularly in periods of 
high demand remain a reality that many have to suffer. 

In last year’s Pre Budget, the Opposition raised a number of 
questions over the proposed gas pipe – questions which remained 
unanswered. 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 which is now berthed permanently 
in Marsaxlokk, rumoured to be in the region of €300 million, 
raises questions on the viability of a gas pipeline. How can one 
justify the combined cost of the pipeline and the gas tanker?  

Contrary to government’s claims, the reduction in utility tariffs and cleaner  air 
were made possible by the investments in the energy sector carried out by 
the PN-led administrations and the drop in the international price of oil. The 
price of oil in the medium term is predicted to remain stable and below the 
$60 mark. At this price, Malta can be assured of access to cheap electricity 
through the interconnector – in all probability at prices cheaper than those 
negotiated with Electrogas. The improved electricity grid interconnection 
between Reggio Calabria and Sicily made the situation even more favourable 
for Malta. This raises the question: what exactly did Malta gain from the new 
power station?

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 Opposition takes note of MEA’s Pre-Budget suggestions on the energy 
sector namely that: “With the current international prices of fuel, combined 
with the benefits of having the interconnector and the gas power station, it 
is being proposed to streamline these (commercial and household) divergent 
rates over a five-year period to have a uniform rate of energy in Malta. In many 
EU-member countries the commercial / industrial rates are in fact the same as 
domestic rates. Night tariffs for businesses should be introduced”.

 If a gas pipeline is actually 
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In its electoral programme, the Opposition proposed to: 

• Reduce fuel prices with immediate effect by 5 cents per litre and commit 
to keeping them below the EU average throughout our mandate.

• Purchase electricity through the cheapest available source to the 
advantage of the Maltese and Gozitan population. Currently, the cheapest 
source is that of the interconnector with Sicily. All savings from the 
purchase of electricity will be passed on to the consumers through lower 
electricity bills and through incentives to produce green energy.

• Remove, as quickly as possible, the LNG tanker in Marsaxlokk. We will 
immediately begin working on the construction of a gas pipeline to Sicily, 
as already planned by the previous Nationalist administration. This will 
ensure that Malta is connected to the European gas network.

• Meet our obligation to generate 10% of our energy from alternative energy 
sources by 2020. This will include strategies for the use of solar energy 
in residential and commercial developments, grants for initial investment, 
and advantageous feed-in tariffs where necessary. The roofs of public 
buildings and roofs in industrial zones will be used as solar farms.

Chart 17: Gross Production and Importation of Electricity 2010 -2017

Source: Eurostat

Chart 18: Supply and Importation of Electricity 2010 - 2017

Source: Eurostat
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Chart 19: Average Household Electricity Prices in Malta and EU 2010 - 2016

Source: Eurostat

Chart 20: Average Industrial Electricity Prices Malta and the EU 2010 - 2016

Source: Eurostat

Contrary to government’s claims, 
the reduction in utility tariffs and 
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international price of oil
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FUEL
Both commercial and private consumers in Malta are paying higher prices 
for fuel than their European counterparts. This situation has persisted since 
August 2015 in the case of unleaded fuel and since May 2015 in the case of 
diesel (bar for a brief period between the end of 2016 and the start of 2017). 
Within this context, the Opposition is asking government to consider 
implementing the proposal contained in the Opposition’s electoral programme 
which called for a reduction in fuel prices with immediate effect by 5 cents per 
litre and for a commitment to keep them below the EU average.

Chart 21: Weekly prices Diesel Malta and the EU 2015 - 2017

Source: Eurostat

Chart 22: Weekly prices Unleaded Fuel Malta and the EU 2015 - 2017

Source: Eurostat
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INDUSTRY & MANUFACTURING
A WIDENING TRADE DEFICIT
According to the latest data published by the NSO, during the first six months 
this year 2017, the trade deficit widened by €114.2 million when compared to 
the corresponding period of 2016, reaching €1,784.8 million.  Data from the 
Statistics Office shows that both imports and exports, which are important 
markers for the manufacturing industry in particular, show decreases of €329.4 
million and €443.6 million respectively.

The NSO attributes the decreases in imports due to machinery and transport 
equipment, which decreased by €599.7 million. This was partly outweighed by 
an increase of €272.2 million in mineral fuels, lubricants and related materials. 
On the exports side, the main decreases were registered in chemicals (€331.0 
million) and mineral fuels, lubricants and related materials (€153.6 million). The 
decline in chemicals in 2017 resulted from an inexplicable growth in exports in 
Chemicals in the first half of 2016 with no apparent increase in imports.  In fact, 
exports of chemicals returned to normal patterns of previous years.

The Opposition has for the past years highlighted the challenges facing the 
manufacturing industry, which employs a cohort of thousands on the Maltese 
islands. It is estimated this sector provides employment to approximately 15% 
of the Maltese workforce. However, the sector today employs around 3,000 
employees less than the end of 2012.

Chart 23: International Trade 2010 - 2017

Source: Eurostat

Chart 24: Exports of Main Categories

Source: Eurostat
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Chart 25: Export Net of Fuels 2010 – 2017

Source: Eurostat

POSITIVE SIGNALS FROM THE EU 
ARE NOT REFLECTED LOCALLY
Unfortunately, Government has always brushed aside these concerns. What is 
even more worrying is that the current situation prevailing the industry in Malta 
is not a reflection of the wider industry’s woes. Actually, the manufacturing 
sector in Europe produced a significant recovery over the past couple of years, 
with key indicators pointing towards a six-year high by the end of the second 
quarter of 2017. 

Indeed, the headline European manufacturing PMI which covers indicators 
such as New Orders, Output, Employment, Suppliers' delivery times  and 
Stocks of purchases gave a reading of 56.7, well above the 50 level that 
indicates growth. 

This growth was spurred by the performance of the Eurozone’s three largest 
economies, with France, Germany and Italy all registering close or above six-
year-highs. According to a report published by the Financial Times (August 
2017), production, order books and exports all grew at the fastest rates for six 
years, fuelling one of the largest increases in factory jobs in the 20-year history 
of the survey. Malta, does not seem to be really riding on this industrial wave 
of enthusiasm.

While indeed there was a high profile pre-electoral announcement, related 
to the investment by a currency manufacturer, this sector has remained on 
Government’s backburner for most of the previous legislature, barely receiving 
a mention in successive budget announcements. 

Rejuvenation of the existing manufacturing base has been Europe’s key 
initiative to continue to boost its industrial growth in an effective, efficient, 
and sustainable manner. 

So far, this country has been slow to follow suit. The Opposition believes 
that in order to attract better quality jobs in this sector, we need to shift our 
attractiveness prioritisation from the conventional job-creation to value-
added. Long-term quality employment will be the result of an industrial 
ecosystem which is built on high value-added activities and not merely on the 
back of short-term aid measures. 

In this context, the Opposition calls Government do undertake a thorough 
assessment of its industrial policy – if indeed it has one – to define the way 
forward for this sector. Since it is understood that such process would take time, 
Malta Enterprise is called upon to carry a thorough analysis of its programmes 
and incentives, so as to focus on those measures which can attract global 
innovation-driven players to establish the fundamental building blocks and 
market framework for the creation and jump-starting of niche sectors based 
on high value-added. Seed capital incentives should also be provided to local 
entrepreneurs willing to invest in this sector.
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The Maltese value proposition is still a very positive one: indeed, in EY’s Malta 
Attractiveness Survey 2016, 79% of companies currently operating in Malta 
predict they will still be on the island in 10 years’ time, EY’s Malta Attractiveness 
Survey 2016 has found. Worryingly, the same report also noted that business 
confidence in the stability and transparency of Malta's political, legal and 
regulatory environment has gone down 15 per cent since the previous year. 
Amongst the plusses of doing business in Malta, companies highlighted our 
corporate tax structure as well as political and social stability. Amongst the 
areas of concern, respondents pointed out lack of investment in research and 
development/innovation as well as the country’s transport infrastructure. 

Chart 26: Industrial Production 2010 – 2017

Source: Eurostat

Chart 27: Index of Industrial Production 2009 – 2016

Source: Eurostat
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REAL ESTATE 
Value Added 

Real estate related activities contribute to almost 10% of total economic 
activity generated in a year. This estimate is limited to the direct effects, thus 
excluding the induced and indirect effects on other interlinked sectors within 
the Maltese economy.

Chart 28: Contribution of Real Estate to Economic Activity December 2016

EMPLOYMENT
According to NSO data, at the end of 2016 the real estate sector employed 
more than 12,000 persons, which amounts to 6.7% of the total gainfully 
occupied population in Malta. 

Chart 29: The Contribution of Real Estate to the Labour Market – Dec 2016

Source: National Statistics Office, Author’s Estimates
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TURNOVER TRENDS
Turnover trends portray a strong growth in the real estate sector, especially post 
2013. The only exception of a negative movement was reported during 2016 in 
construction. This dip is the result of a slowdown in road construction projects 
undertaken by government. A staggering 40% annual growth in turnover was 
reported in 2015 related to the construction of dwellings, slowing down during 
the latest available year to 31% but still considered a robust growth. 

Chart 30: Turnover Real Estate Sector 2011 -2016

Source: Eurostat, Author’s Estimates

Chart 31:Turnover Annual Movements over Time 2012 – 2016

Recent negative drop in Constructionexplained by a slowdown in road  construction
Source: National Statistics Office, Author’s Estimates
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RESIDENTIAL DEVELOPMENT PERMITS
An overall gradual increase in residential development permits in Malta was 
observed post the 2010 European Debt Crisis. 

Applications for renovations in Malta kept a similar trajectory to new dwellings. 
Both market indicators are showing a buoyant activity in the local real estate 
sector. Applications for new developments and for renovations saw a 50% 
growth over the previous year.

Chart 32: Residential Development Permits 2004 - 2016

Source: Planning Authority, Author’s Estimates

Movements in Approved Number of Units by Property Type

Total number of units approved in 2016 was remarkably strong to reach 7,508 
units. This equated to a 90% increase over the previous year. The number 
of apartments approved during the same year more than doubled, and the 
permits for maisonettes increased by 50% on year ago levels. The catch-all 
variable referred to as ‘other property’ reported a similarly significant growth 
of more than 64% over 2015. On the contrary, terraced houses were the only 
property type which reported a decline (13.2%). 

Chart 33: Approved Permits by Type 2004 - 2016

Source: Planning Authority, Author’s Estimates
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Concentration Ratio: Residential Property Units Approved per Development 
Permit

The number of approved residential units per development application is still 
catching up to reach 2005 levels. In 2005 the average number of property 
units approved per development application were 4.9 units. Although the 
recent trends are showing a constant increase in concentration ratio, in 2016 
this measure was estimated at 4.2 units per development application.

Chart 34: Ratio of units per approved permit 2003 – 2016

Source: Planning Authority, Author’s Estimates
 
Sustainability Measure on Approved Residential Units

A long term sustainability measure was compiled by employing administrative 
data. Official data was tested by comparing the absolute change in total 
residential property units approved with the absolute change in population. 
An index close to 1 highlights a sustainable market condition, explained by the 
ability of the approved permits to be absorbed by the demographic change in 
population. For simplification purposes, the measure assumes that the stock 
of dwellings carried forward to the following year is neutralised by the number 
of units approved but not actually built. 

When the total population was taken as the denominator, the index derived 
shows a close alignment between marginal changes in residential units 
approved and total population. The situation differs significantly when just the 
Maltese are considered without accounting for foreigners in the population. 
The latter index shows that in 2016 the number of units approved outpaced 
the change in Maltese population by almost 5 times. This is considered to be 
amongst the highest, falling short only to 2008, during which that same year 
such index was estimated at 7.7. The outcome of this measure highlights the 
importance of the buy-to-let market in Malta.

The same chart shows 2007 as an outlier, explained by both a significant 
increase in the number of approved units during the same year and a very weak 
movement in population when only the Maltese population was considered.

Nevertheless, no tangible conclusions can be reached for the years ahead, 
because the sector is usually characterized by a time lag, and what is presently 
being built is reactive to past demand for property. If demand dynamics will 
change in the meantime, namely by a change in foreigners relocating to Malta 
from past years, the latter may be a sustainability issue in the future especially 
if the construction rate of dwellings will not be aligned with the market 
dynamics of foreigner workers.   



55 □PRE-BUDGET DOCUMENT SEPTEMBER 2017

Chart 35: Ratio of approved units over population 2004 - 2016

Source: Planning Authority, NSO, Author’s Estimates

COMMERCIAL DEVELOPMENT PERMITS
The recent movements in development permits for commercial reflect the 
general positive sentiment in the local economy activity. A persistent positive 
growth is observed since 2013, where in 2016 a remarkable 74% increase in the 
number of commercial permits issued was reported over the previous year. 

Chart 36: Development Permits for Commercial Use

Source: Planning Authority, Author’s Estimates

Commercial Permits by Sector

The recent persistent increase in commercial permits is explained by the 
distributive trade sector, office space, restaurants and bars. These sectors 
explain 60% of the total commercial permits issued during 2016. Hotels 
and tourism related sectors reported a marginal increase in development 
applications to reach (4%), predominantly explained by higher interest from 
market operators to set-up boutique hotels. 
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Chart 37: Composition of Commercial Properties 2003 - 2016

Source: Planning Authority, Author’s Estimates

PROPERTY PRICE AND RENTAL TRENDS
Residential Property Prices 

Asking prices for residential property reported a double-digit growth of 11.3% 
growth in 2016, or an average of 5.2% increase during the period starting 
from 2001. As can be seen in the Chart, terraced houses reported the highest 
appreciation during the period under review.   

Chart 38: Residential Asset Price 2001 – 2016

Source: Central Bank of Malta, Author’s Estimates

Housing Rent Inflation

Housing rents in Malta are reported to have soared in 2016 to 4.5%. These 
developments contrast sharply with the situation in the euro area, where 
housing rental movements are observed to be highly stable, hovering around 
the 1.5% annual benchmark.
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Chart 39: Movements in Housing Rental

Source: Eurostat, Author’s Estimates
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GOZO
The past Labour administration failed to deliver on its promises on investment 
in Gozo. The list of projects that were were promised but never materialised 
include a casino, a cruise liner terminal, an airstrip, a bridge linking Malta to 
Gozo and a new yacht marina. Minister Scilcuna in September of this year 
was reported to have said that he will “give Gozo more importance in the 
forthcoming national budget than the island has been given in past budgets 
by the government” (Malta Today, 7 September 2017). One has to see whether 
Gozo will simply receive more lip service or whether government indeed will 
put the money where its mouth is. 

The Opposition is inviting government to consider some of the proposals 
contained in the the electoral programme published by the Opposition prior 
to the last election. The 100 proposals contained in this document are aimed 
at: 

(1) giving more regional autonomy to Gozo, 
(2) ensuring that Gozo becomes an island of opportunity and investment, 
(3) improving the accessibility between the islands, 
(4) modernising Gozo’s infrastructure, 
(5) supporting young families that live in Gozo 
(6) nurturing innovation in Gozo, 
(7) safeguarding the tourism sector in Gozo, 
(8) providing the right educational tools for Gozitan students, 
(9) promoting sustainable living in Gozo
(10) supporting the agriculture and fishing industries of Gozo
(11) improving the quality of life for the elderly in Gozo
(12) developing Gozo into an island of culture
(13) ensuring that Gozo remains a society that cares for all
(14) improving sports facilities in Gozo
(15) ensuring a long-lasting health care system in Gozo
(16) giving more scope to the Ministry of Gozo. 

A number of the proposals contained in this document have Bi-Party support. 
The development of a tunnel link is now the preferred option for both Parties 
even though initially the idea was rejected by the Labour government which 
preferred the bridge option. The Opposition hopes that no more time is wasted 
on this all-important project. However accessibility should not stop with the 
tunnel link. The whole public transport system in Malta and Gozo should be 
linked up once the tunnel becomes operational.

The document included numerous fiscal and non-fiscal proposals to help 
stimulate new business growth in Gozo. Gozo can provide a safe and efficient 
base for businesses which in turn can provide new job opportunities for 
Gozitan workers. Putting hundreds of Gozitans on the public sector payroll, as 
happened in the run-up to the last election, may be politically convenient but 
will not serve Gozo’s long-term interests.  

These proposals were drawn up by Gozitans and represent the aspirations of 
many Gozitans to see their island develop economically, socially and culturally 
at par with Malta.
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2016 - THE YEAR OF SURPLUS?
According to statistics published by the National Statistics Office, in 2016, 
government registered a surplus of €101.0 million, which amounts to 1.0 per 
cent of GDP. Taken at face value, this is a positive development, especially 
when one considers, as government repeatedly pointed out, that this was the 
first time government was in the black since the 1980’s. However, one has to 
place this surplus within the following context:

• NSO created an additional unit within the 
EXTRA Budgetary Units, titled National 
Development and Social Fund, to account 
for 70% of the flow of incomes from 
the IIP scheme. This flow of funds was 
accumulated over the past three years 
and should have therefore been included 
in government’s income over the three-
year period and not accumulated and 
recorded in 2016. 

• If the government balance had to be 
corrected for this one-off factor, the 
general government balance would have 
been -0.6% of  GDP  or a deficit of €63 
million. 

The historic low capital expenditure since 1980 
was the main reason behind the €8.9 million 
surplus in the consolidated fund. The latter is 
the starting point for this exercise.

There are many roads that can lead to a fiscal surplus. Not all of them are 
sustainable. Sustainability requires lesser dependency on short-term or one-
off revenue streams and tight control on expenditure, making sure that more 
is done with less expenditure.  

GOVERNMENT REVENUE
According to a study published by the European Union, entitled “Taxation 
Trends in the EU”, Maltese workers saw their tax burden rise by almost 
twice the EU average over the past decade, according to a new study 
by the European Commission. While taxes amounted to 31.6 per cent of 
GDP in 2005, they stood at 33.7 per cent in 2015. In the 2005-2015 period, 
Malta’s tax burden as a percentage of GDP rose by 2.1 per cent while the EU 
average was 1.2 per cent.

Public Finances

If the government balance had to 
be corrected for this one-off factor, 

the general government balance 
would have been -0.6% of GDP or a 

deficit of €63 million. 
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Chart 40: Structure of Recurrent Revenue 2010 - 2017

Source: NSO, Government Finance Data

INCOME TAX
The importation of foreign labour was deemed one of the major threats by 
those opposing EU membership. While it is true that EU membership did open 
open the Maltese labour market to foreigners, particularly EU citizens, it did 
not bring economic disaster. Rather it helped the Maltese economy to grow 
and in the process bolster government coffers, particularly through higher 
income tax receipts.

“Inland Revenue administrative data indicate that whereas in 2000, revenue 
from foreign workers accounted for just 2.4% of personal income tax and 
national insurance contributions, by 2014 this share had risen to 10.1%. The 
amount of direct tax revenue collected from foreign workers increased by nine 
times during the period 2000 to 2014, whereas that from Maltese workers 
doubled” (Source Central Bank of Malta, Assessing the Economic Impact of 
Foreign Workers in Malta, Quarterly Review 2016/1).

Interestingly, between 2010 and 2016, the number of gainfully employed 
increased at a slower rate than income tax receipts. The coefficient between 
income tax and gainfully employed changed significantly – up by 32% - 
between 2010 and 2016. This is probably the result of many factors including: 
higher profits (and therefore higher income tax) registered by companies, 
higher top end wages paid to foreigners working in Malta and more people 
falling within the taxable income bracket.

Table 11: Income Tax/Number of Gainfully Employed

Year 
(€ 000s)" Income Tax

Gainfully 
employed

2010 801,231 146150 5.48

2011 776,109 149369 5.2

2012 865,927 159145 5.44

2013 967,648 165005 5.86

2014 1,068,089 170731 6.26

2015 1,184,628 177399 6.68

2016 1,328,270 183416 7.24

Source: Eurostat/NSO
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CUSTOMS AND EXCISE DUTY
Between 2012 and 2016, revenue from Customs and Excise Tax increase by 
nearly 80%. To put this into context, during the same period, income tax 
revenue increased by 53%, revenue from Value Added Tax increased by 
35% and revenue from social security increased by 31%. In absolute terms, 
government in 2016 raked in €121 million more from customs and excise tax 
than it did in 2012. 

Excise duties and customs tax are an indirect tax. Indirect taxes are normally 
paid by the final consumer – irrespective of income earned - through higher 
prices paid for goods and services. Over the past four years, government 
introduced excise tax on a number of products and increased the excise tax 
and custom duties on products that were already taxed. Broken down on 
a household average, households in 2016 paid €800 more on customs and 
excise duties than they did in 2012. 

GOVERNMENT EXPENDITURE
The late Professor Aaron Wildavsky argued that ‘If governments wish to 
increase spending, that is obviously their prerogative. Moreover, they are, on 
the evidence, very good at it. Governments need no advice on doing what 
comes naturally” (Controlling Public Expenditure: The Theory of Expenditure 
Limitation, OECD Journal on Budgeting Vol. 2, 2003). 

However, doing what comes naturally is not always the best way to do 
things especially when taxpayers’ money is concerned. Government has a 
duty to do more with less, to spend the taxpayers’ money in a judicious and 
sustainable manner. 

RECURRENT EXPENDITURE
Between 2013 and 2017 (estimated), the 
annual spend on recurrent expenditure shot 
up by over €800,000,000, representing a 30% 
increase. Between 2008 and 2013, recurrent 
expenditure increased by 20%. The increase 
in recurrent expenditure had two effects: it 
required government to increase taxes such 
as the customs and excise duties to make up 
for the additional expenditure and at the same 
time reduced government’s ability to deflate 
the consolidated debt which in absolute terms 
continued to increase despite the increase in 
revenue. 

The argument being made here is that if 
government was more prudent in its recurrent 
expenditure during the positive economic 
period, it would have managed to reduce 
public debt in absolute terms and not just 
reduce the debt to GDP ratio. But clearly this 
government does not believe in the adage of 
doing more with less and is more interested 
in serving other interests including partisan 
interest over the national interest. Or to put it 
differently, government prefers taxing fuel and 
other commodities – essential items for both 
families and business units -  so that it can for 
instance put additional people on the public 
payroll, it prefers increasing the load on future 
generations so that it can lighten the load on its 
circle of friends.

…Government prefers taxing fuel 
and other commodities – essential 

items for both families and 
business units -  so that it can for 

instance put additional people on 
the public payroll.
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Table 12: Recurrent Expenditure Table 2013 - 2017

Year Recurrent Expenditure Increase Y-o-Y

2013 2,632,648,853 92,224,249

2014 2,857,049,789 224,400,936

2015 3,056,834,000 199,784,211

2016 3,265,861,000 209,027,000

2017 34,393,680,001

Source: Ministry of Finance Financial Estimates, 1 Estimate, NSO Government Finance Data

Personal Emoluments

The public wage bill between the end of 2012 and 2017 (estimated) will have 
shot up by over €151 million or 26%. This wage bill covers only the wages 
of public service employees and not all public sector employees. The wages 
of public officers who work with authorities and public corporations are not 
included in this total. Part of the reason for this hefty increase in the public 
sector wage bill is due to the increase in the public service headcount. Contrary 
to past trends, since 2013 government recruitment exceeded retirement and 
resignations resulting in a net increase in the public sector headcount. 

With the notable exception of 2016, government has every year spent more 
than it budgeted on wages. 2017 will most likely follow the trend due to the 
additional recruitment and promotion exercises that occurred during this 
year, particularly in the run-up to the general election and also due to the new 
public service collective agreement which came into effect in 2017. 

The number of new public sector jobs created in 2017 and promotions awarded 
during this year is as yet not known due to government’s reluctance to provide 
information despite requests from the Opposition. This lack of information is 
hindering the Opposition from carrying out its constitutional role of keeping 
check on the executive arm of government.

Table 13: Personal Emoluments 2013-2017

Year Budget € Increase Y-o-Y Actual Spend € Overspend €

2013 639,991,000 30,861,000 653,703,000 13,712,000

2014 663,296,000 23,305,000 697,546,000 34,250,000

2015 710,926,000 47,630,000 742,428,000 31,502,000

2016 790,010,000 79,084,000 782,057,000 -7,953,000

2017 821,568,000 31,558,000 n/a n/a

Source: Ministry of Finance, Budget Estimates, NSO Government Finance Data

Contributions to Public Sector Entities

Between 2013 and 2017, the contribution to public sector entities (Table 14) 
shot up by €141 million from €231 million to €372 million, representing a 61% 
increase. In comparison, between 2008 and 2013 - the last PN administration 
- contribution to public sector entities increased by €47 million or 27%. Wages 
to employees of government authorities, agencies and corporations are paid 
through this expenditure. In other words, part of the increase in contribution 
to public sector entities is going to fund the expanding wage bill of public 
corporations. This wage bill is increasing due to more people being employed 
than are retiring. 
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Table 14: Contribution to Public Sector Entities 2013 - 2017

Year €’s

2013 230,534,000

2014 263,045,000

2015 295,234,000

2016 357,348,000

2017 (est.) 371,929,000

Source: NSO Government Finance Data, Ministry of Finance Financial Estimates

CAPITAL EXPENDITURE
Capital expenditure at the end of 2016, stood at 3.1% of GDP. This is the 
lowest on record. This low investment in capital expenditure contributed to 
the surplus in the consolidated fund. In simple words, Government shelved 
important capital projects – such as investments in hospitals, schools, roads 
and our country’s infrastructure, to achieve a balanced budget. The balanced 
budget could have been equally achieved had government shown restraint in 
its day to day recurrent spending.

Chart 41: Structure of Total Government Expenditure 2010 - 2017

Source: NSO, Government Finance Data



65 □PRE-BUDGET DOCUMENT SEPTEMBER 2017

NATIONAL DEBT 
Despite favourable international and domestic economic and financial 
conditions, public debt is increasing in absolute terms even if, as government 
repeatedly points out, it is decreasing in relation to GDP. At the end of quarter 
1 2017, gross debt exceeded €5.9 billion, up from €4.8 billion at the end of 
2012. 

Table 15: Consolidated Gross Debt of General Government (€000): 2010 - 
2017

Year Gross Debt 
000s

Malta% 
GDP

Change pp EU
% GDP

Change pp

2010 4,463 68 0 78 5.6

2011 4,809 70 3 81 2.7

2012 4,873 68 -2 84 2.7

2013 5,246 69 0.6 85.7 1.9

2014 5,421 64 -4.4 86.7 1

2015 5,622 60.6 -3.7 84.9 -1.8

2016 5,767 58.3 -2.3 83.5 -1.4

2016 q1 5,846 61.8 -3.6 84.3 -3.6

2017 q1 5,919 59 -2.8 84.1 -0.2

Source: Eurostat, Government statistics

Another kind of Debt

Besides the increase in the national debt, the Labour government has created 
two long-term debts that are hugely significant. These “debts” come in the 
form of the contractual commitments entered into with Vitals and Electrogas. 
This “debt” does not appear in the national accounts but must still be carried 
by the taxpayer. The Opposition is not in a position to evaluate the costs and 
benefits of this commitment because to date government has not published 
the full details of the agreements entered into with Vitals and Electrogas. 
The repayment of this debt will in part be carried by government and in part 
by the private sector and households. Ultimately, since government’s main 
revenue source is the taxpayer, one can say that it is the taxpayer who will 
directly or indirectly pay for these commitments. The taxpayer will be doing 
so blindly since the details of the obligations entered into by government 
remain unpublished.
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Chart 42: Development of the Consolidated Fund 2010 – 2017

Source: NSO, Government Finance Data

Chart 43: Gross Debt as a % of GDP Malta and the EU 2010 – 2017

Source: Eurostat, Government Statistics
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