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Foreword

This is no ordinary year and budget.

 

The global pandemic continues to leave a 

trail of destruction around the world. The 

human cost of this pandemic is again on 

the rise. Social interaction continues to 

be restricted with the resulting economic 

cost being of significant magnitude. The 

external environment remains volatile and 

challenging.

 

This situation is obviously mirrored locally. 

With an economy heavily dependent on 

tourism, hospitality and accommodation; 

the economic consequences have been 

significant. This is also compounded by other 

internal challenges that have been brought 

about by the short-sighted economic vision 

and policy of the Labour administration. 

The services-based diversified economy built 

over the previous thirty years; themselves 

heavily dependent on Malta’s reputation; are 

today threatened by the prospect of Malta’s 

greylisting by MoneyVal and due to the 

reputational damage, this administration 

has caused.

 

It is time to reflect and rethink our current 

economic model. It is time to start building 

tomorrow’s economy, today. And this is 

precisely why this is no ordinary budget year.

 

As a main architect of Malta’s modern, 

diversified and service-based economy; 

the Nationalist Party is determined to 

constructively contribute to the national 

debate by offering an economic vision that 

is people-centric, resilient and future-proof.

 

Whilst recognizing the fiscal stimulus 

packages launched by Government over the 

past months and their cushioning effect; we 

are convinced that as we enter 2021, more 

economic sectors will require additional 

support packages. Whilst these packages 

need to ensure that employees are retained 

and retrained where necessary; we cannot 

afford to lose sight of the horizon as one 

day this virus will pass and we need to be 

prepared for that day.
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In our pre-budget document; we focus on 

both fronts. Our short-term focus is the 

proposal to extend the support measures to 

impacted firms and sectors. Our approach is 

not just support to see them through; but a 

host of incentives to help businesses reinvent 

business models, transform themselves and 

invest in their future. Our incentives are 

focused on both the core economic sectors 

but also the nascent sectors with a focus 

on start-ups, research and investment.  We 

also state and propose various measures to 

kickstart the green economy in Malta which 

can translate into quality jobs and a healthier 

environment for all to enjoy.

In this document, we also propose an 

initial framework for a renewed long-run 

masterplan for Malta’s economy. Our pillars 

are simple; diversification & transformation; 

digitalization; development in education 

& talent; a green renewal and governing 

as governance. In the coming months, the 

Nationalist Party will be expanding much 

more on these pillars as we want to start 

embracing the future from today.

 

In all of our document, inclusivity has been 

a key tenant. We believe that the measure 

of success of any economy is not headline 

statistics but the inclusivity of its economic 

base, the distribution of wealth and the ability 

for everyone to succeed.

 

It is therefore an honour for me to present 

this economic document which is short-run 

focused as much as it is long-run focused.

 

It presents tangible measures aimed at 

stimulating, yet transforming the economy. 

Measures that equip our workers with right 

skills to ensure their inclusivity in tomorrow’s 

economy. Measures that ensure that no one is 

left behind and that the Government is there 

to safeguard the interests of all.

 

This document is a tangible expression that 

as a Nationalist Party our belief is not that 

people work for the economy but that we can 

build an economy that works for the people.

Bernard Grech

Leader of the Opposition
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Foreword

The impact of COVID-19 on the Maltese 

economy has been severely felt by many 

businesses, especially those operating in 

tourism related activities, transport and 

logistics, together with wholesale and 

retail. 

In order torestart, recover and thrive, we 

need to reimagine the possible and focus on 

restoring demand in our economy, which will 

support the maintenance and restoration of 

certainty in people’s jobs and incomes. The 

need for incentives to stimulate private and 

public investment not to dry is key. At the 

same time, businesses should be encouraged 

and supported to continue to adapt their 

business to the new reality and also embrace 

the need for a transformation in their 

operating model.

The opposition had been very vociferous 

during the past years on the need to have 

an economy built on sustainable drivers. The 

pandemic and the meltdown of governance 

structures in crucial institutions hadexposed 

the vulnerability of the current economic 

model the labour administration had been 

maneuvering for the past seven years.

Malta is at a crossroads. There was never 

a need like today for a masterplan on 

all sectors of the economy towards a 

sustainable model accepted and endorsed 

by all the stakeholders involved, namely 

the Malta Council for Social and Economic 

Development.

As had been the case during the past years, 

the Nationalist Party in opposition had 

prepared a pre-Budget document, with a 

factual macroeconomic and public finance 

analysis on the state of the Maltese economy, 

especially now during these unprecedented 

times characterised by a global health and 

economic crises. The document outlines 

considerations to help to protect and support 

Maltese businesses as they restart and 

recover in the post-COVID-19 environment.
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In the pre-budget document, we explore four key 

componentsthat we believe should be addressed 

to support our economy in the forthcoming 2021 

Budget:

• Employment maintenance and restoration

• Financing and supporting investment in 

Maltese SMEs

• Tax relieving and cash-flow measures to 

stimulate demand in the economy

• A Masterplan for key sectors of 

the Maltese economy, driven by 

transformation with the help of 

digitization.

As a shadow Minister for Finance I feel privileged 

topresent this pre-budget document, a sheer 

proof of collective professional teamwork 

and effort. In a highly challenging period, 

the opposition is actively engagedand well 

positioned to contribute to the common good 

for the benefit of our beloved country and to 

once again succeed as a nation.

Mario de Marco

Opposition Spokesperson for Finance
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1.0 An unprecedented    
 international crisis

Despite showing early signs of stagnation, no 

economist could have forecasted the sudden 

recession that was to grip the world in the first 

half of 2020. The IMF called it ‘A Crisis like No 

Other’, while Europe has seen the deepest 

output contraction since World War II, as a 

result of major containment measures taken 

to combat the pandemic, including wide-scale 

lockdowns.

As soon as the impact of these decisions 

became more apparent, and economies 

around the globe started to gradually re-open, 

Governments introduced support measures 

to prop up economies, but by then, the euro 

economy had operated for a number of weeks 

at around 25% to 30% below its capacity 

during the lockdown weeks in March.

Overall, according to the European Commission, 

the euro area economy is expected to shrink 

by about 8.75% in 2020, before mounting a 6% 

recovery next year. Looking globally, the IMF 

is projecting a 5.4% growth in 2021, leaving 

next year’s GDP at 6.5% lower than in the pre-

COVID-19 projections of January 2020.

Eurostat figures show that in the second 

quarter of 2020, still marked by COVID-19 

containment measures in most Member States, 

seasonally adjusted GDP has gone down by 

11.8% in the euro area and by 11.4% in the EU 

compared with the previous quarter. These 

were by far the largest declines observed 

since the time series started in 1995. In the first 

quarter of 2020, GDP had decreased by 3.7% 

in the euro area and by 3.3% in the EU.

Among Member States for which data are 

available for the second quarter of 2020, Spain 

(-18.5%) recorded the sharpest decline of GDP 

compared to the previous quarter, followed 

by Croatia (-14.9%), Hungary (-14.5%), Greece 

(-14.0%), Portugal (-13.9%) and France (-13.8%). 

The lowest declines of GDP were observed in 

Finland (-4.5%), Lithuania (-5.5%) and Estonia 

(-5.6%), followed by Ireland (-6.1%), Latvia 

(-6.5%) and Denmark (-6.9%).

These decreases have result through declines in 

both domestic consumption and international 

trade, with the latter contracting sharply. The 

WTO estimates that in the second quarter of 

the year, merchandise trade may have fallen by 

more than 18% year on year. Trade in services 

has also been visibly affected and is set to take

even longer to recover, especially in the tourism 

and hospitability sectors.

As expected, these declines had a significant 

impact on the employment market, though 

as a result of supportive measures enacted 

around the EU, the increase in unemployment 

was more contained. The number of employed 

persons of 2.9% in the euro area and by 2.7% 

in the EU in the second quarter of 2020, 

compared with the previous quarter. In the first 

quarter of 2020, employment had decreased 

by 0.3% in the euro area and by 0.2% in the EU.

In relation to the COVID-19 pandemic, 

employment in persons decreased by 5.1 

million in the euro area (-3.2%) and by 6.1 million 

(-2.9%) in the EU compared with the highest 

levels of the fourth quarter of 2019. These are 

the lowest levels since the first quarter of 2017 

for both areas. Compared to the fourth quarter 

of 2019, the number of hours worked was 16.4% 

lower in the euro area and 13.5% lower in the

EU.

1. The State of the Maltese Economy
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In June 2020, the month when COVID-19 

containment measures started being phased 

out in most Member States, the euro area 

seasonally-adjusted unemployment rate 

was 7.8%, up from 7.7% in May 2020. The EU 

unemployment rate was 7.1% in June 2020, up 

from 7.0% in May 2020.

Despite these setbacks, over the coming 

months, the European labour market is 

expected to improve given that many persons 

in services and retail are expected to return 

to their jobs as restrictions are progressively 

eased.

The challenges posed by the international 

economic scenario have produced a varied 

impact on inflation. On the one head, headline 

inflation, fell to as low as 0.2% in Q2, due to a 

significant decline in the prices of energy and 

non-essential goods and services. At the same 

time, food price inflation in the second quarter 

increased notably, particularly for unprocessed 

food which increased to 7.6% in April and 6.5% 

in May compared to last year.

The economic ramifications of the pandemic 

are not expected to fade away completely 

before the coming 2 to 3 years. World 

economies will need to continue to address its 

aftermath by identifying economic priorities 

and reinvigorate different economic sectors 

through targeted measures. 

Malta is definitely not an exception. The 

challenge of the crisis is characterised by many 

uncertainties, the evolution of the pandemic is 

considered to be in unchartered territories and 

the timing of the development of the vaccine 

is not very clear. This makes the preparation 

of a fiscal budget a very challenging exercise, 

with fiscal measures, that were initially 

intended to be temporary, expected to be 

extended beyond October 2020, to mitigate 

the unprecedented economic contraction in 

Malta’s economic history. The pandemic has 

also uncovered economic, social and structural 

weaknesses which combined with a lack of 

government clear direction have continued 

to make the consequences of the pandemic 

more cumbersome.

Although Covid-19 without any doubts 

triggered a substantial economic contraction 

in the country’s economy, where in quarter 

2 2020 the Gross Domestic Product in real 

terms contracted by 16.2% compared to year 

ago levels, the economic woes currently being 

experienced locally are not entirely attributed 

to the pandemic.
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2.0 Maltese Economy    
 was showing clear signs of  
 slowdown pre pandemic

Average real economic growth between 2013-

2018 hovered around a 7% growth. In 2019, 

real growth rate was reported to be 4.7%. 

Although when compared to the growth in 

the EU such performance was still deemed to 

be positive, the dynamics shaping economic 

growth in Malta were showing clear signs of 

maturity. The main explanatory factors behind 

robust past growth rates were wearing off and 

it was evident that Malta needs to rethink its 

economic strategy in the medium to long-

term.

The main economic drivers of Malta’s growth 

under a labour administration were primarily 

five:

1. The IIP (sale of passport scheme)

2. Tourism volumes

3. Increase in expats or foreign 

workers (and therefore fuel 

artificial increase in population)

4. The increase in female participation 

rate

5. A boom in construction as a result 

of derived demand

3.0 Growth drivers were   
   wearing off before    
 Covid-19

Since its inception, the IIP scheme had 

generated over € 700m to the Maltese 

Government, of which more than €400m 

were deposited in the National Social and 

Development Fund and circa €200m to the 

Consolidated Fund. The remaining proceeds, 

of almost about € 100 m, were used to finance 

operations of Identity Malta Agency and 

commissions paid to Henley and Partners.

Such windfall cash injections together with 

higher tax proceeds earned on the back of a 

strong economic activity had a positive impact 

on the state of public finances, characterising 

the fiscal surplus registered during the recent 

years. The scheme however frequently 

hit international headlines, with rampant 

claims of poor due diligence undertaken 

on the applicants together with concerns 

that the IIP scheme may be used for money 

laundering purposes being commonly cited 

by the European Commission and the United 

States. These claims were gradually eroding 

Malta’s international reputation. Earlier this 

year, ahead of an important assessment with 

respect to Moneyval, government announced 

that the scheme in its present format will be 

discontinued and therefore the potential fiscal 

revenue and associated economic activity 

from this scheme are expected to wane.  

The tourism industry continued to play an 

important role in the Maltese economy, where 

tourist arrivals exceeded 2.7 million in 2019. 

It was a pivotal driving force for the national 

economy making essential contribution 

towards the island’s macroeconomic growth. 

Over the past  years tourist arrivals increased 

by a significant annual growth of 8.8%, guest 

nights increased by an average of 6.9% 

increase per year and tourism expenditure 

reached €2.2bn in 2019. Yet despite such strong 

increase in arrivals, the tourist expenditure per 

guest night remained relatively static over the 

years. Meanwhile, although profitability in the 

collective accommodation sector reported 

a significant improvement after 2013, gross 

operating profit per available room (GOPAR) 

plateaued post 2017. 

Recent trends show that tourism 

accommodation was evenly split between 

collective and private accommodation. The 
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latter was mainly facilitated by digital platforms, such as Airbnb, which left a direct stimulus on 

the economic activity especially in construction and real estate activities. A significant number of 

Maltese families over the recent years invested heavily in the buy to let market, where second and 

more properties were financed via past savings and/or took bank facilities with the intention that 

rental income will repay outstanding loan repayments. Families who acquired second properties 

with the intention of leasing to third parties and where the acquisition was financed by bank facilities 

may be potentially exposed to the current challenges observed in the letting market, especially in 

short-term lets. The significant hit in the number of tourists visiting the islands, as a direct result of 

the pandemic, and the number of foreign workers who decided to return to their home country will 

render the outlook for tourism and the rental market rather bleak in the years ahead.

The number of expats or foreign workers had officially reached circa 70,000 persons or 

20% of the Maltese labour market in 2019. The significant increase in persons residing in Malta 

contributed significantly to past elevated growth rates, namely in the rental market, and other 

general consumption activities, such as restaurants, supermarkets, retail, vehicles etc. Although the 

increase in foreign workers was necessary at times to address gaps in skills, namely in healthcare, 

gaming, construction, tourism and other elementary jobs, the significant increase in population 

was exerting excessive pressure on Malta’s resources and public infrastructure. Upward pressure 

on rents and the general increase in cost of living were alarmingly denting Malta’s competitiveness 

to continue attracting foreign workers to Malta. Moreover, there was a natural physical limitation 

to how much Malta could have continued increasing its population, considering that the island 

is one of the most densely populated countries in the world.  With the outbreak of Covid-19 and 

related concerns, a number of expats and their immediate families decided to leave the island, 

either because their employment was terminated or out of their own decision to return to their 

home country. 

The free childcare scheme contributed towards increasing the female participation rate in 

the local labour market. As a result, the potential output growth of Malta’s economy increased, the 

general income and purchasing power of families increased, and similarly consumption increase was 

of a significant stimulus to the Maltese economy. Although the female participation rate increased 
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by 16 percentage points compared to what was the situation in 2013, practically converging with 

EU levels, cultural and social factors continue to pose a limit to how much the female participation 

rate will continue to increase. Moreover, one has to now monitor whether the decrease in foreign 

workers post Covid will have an impact on the female participation rate. 

Before the pandemic, unemployment rate in Malta was 3.6%, where the number of registered 

unemployed were less than 2,000 people and the total unemployed hovered around 9,000 people. 

With the second outbreak of the pandemic, there are growing concerns from families of sending 

children back to school. These developments may be counteractive to the female participation rate, 

as some individuals may decide to pull out of the labour market (at least temporarily) to take care 

of their kids at home. The pandemic has disturbed many aspects of gender equality even in relation 

to employment, thereby necessitating that family friendly measures and measures that allow work 

life balance remain a priority.



13

Pre Budget Document 2021

The recent boom in the local real estate sector and construction industry was mainly driven by 

the same factors shaping Malta’s economic growth during the past 7 years. For such same reasons, 

the tapering of their effect on growth, will raise concerns on the sustainability of the industry.  

4.0 The Impact of Covid-19 on the Maltese economy

Year 2020 is characterised by health and economic implications associated with the outbreak of 

COVID-19 infections, which hit Malta and our economy as well as the world and the global economies 

without exceptions. 

The impact of Covid-19 on the Maltese economy is estimated to be in the region 
between 13% and 16% of Malta’s 2019 GDP, depending on the different scenarios taken 

into consideration and without including government support measures.

Travel Ban
The Official projections for 2020 released by the Ministry for Tourism are portraying a scenario 

where the number of arrivals for the current year is expected to be in the region of 700,000 

tourists. This means a 75% drop in tourist arrivals over 2019 figures. Assuming the same average 

spend per tourist for 2019, tourist expenditure for 2020 is estimated to be roughly €490m, or just 

22% of €2.2bn spent in 2019.

These projections are taken as the baseline scenario to measure the impact of Covid-19 on the 

tourism sector and the economy in general.
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Baseline Scenario

Source: MHRA estimates

A 75% drop in tourist arrivals is expected to have the equivalent impact of a 
13% drop in Malta’s economy on 2019 levels, without factoring Government 

support measures

Using the multiplier framework for tourism related sectors, a scenario of a 75% drop in tourist 

arrivals is expected to have the equivalent impact of a 13% drop in Malta’s economy on 2019 levels, 

without factoring government support measures. The drop in arrivals is expected to have a direct 

adverse impact of 7%. Indirect and induced effects are estimated to be explaining the remaining 6% 

contraction on 2019 GDP.

Source: MHRA estimates

Without factoring the financial assistance being currently given by government to the industry, the 

projected contraction in tourist expenditure for 2020 is expected to put circa 14,000 jobs at risk, 

mainly within the hotels and restaurants sector.
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Source: MHRA estimates

The projected contraction in tourist expenditure for 2020 is expected to put 
circa 14,000 jobs at risk, especially if government wage support stops

Using the baseline scenario, the projected drop in the number of tourists in 2020 is expected to 

yield a deterioration in government revenue of circa €265m. The projected loss in fiscal revenue is 

the equivalent of 6% of the total recurrent revenue in a year, or 2% of 2019 GDP.

The projected loss in fiscal revenue is the equivalent of 6% of the total 
recurrent revenue in a year

Source: MHRA estimates

Impact of  scal revenue triggered by a drop in tourists

Total Direct Tax -1.8%

Corporate Tax -5.1%

Indirect Tax -19.6%

Total Impact -6.0%

Impect of  scal revenue triggered by a drop in tourists (%of GDP)

Total Direct Tax -0.3%

Corporate Tax -0.3%

Indirect Tax -1.4%

Total Impact -2%
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The other main economic shocks as 
a result of the pandemic which were 
highlighted and estimated by the 
Central Bank of Malta were mainly:

Shut-down of specific sectors
The partial shutdown of targeted sectors during 

the pandemic is estimated to account for an 

additional loss of circa 3% of Malta’s economic 

activity. Thus for instance the pandemic is 

continuing to have disastrous effects on the 

cultural and creative sector, with measures 

aimed at controlling its spread disrupting the 

manner in which this sector opens itself to its 

audience. The media sector is continuing to 

face even more disruptions. After seeing an 

effort by this sector to address the challenges 

posed by digital platforms, the pandemic 

has further decimated their revenue streams 

thereby also threatening their livelihood, that 

of their employees and the foundations of the 

fourth pillar of democracy.

Supply chain disruptions
A slowdown in production as a result of the 

lockdown and subsequent drawdown in 

inventories is expected to have adversely 

impacted Malta’s GDP by less than 0.5% of 

GDP.

Fiscal and liquidity measures
On the other hand, although Government 

support measures impacted negatively the 

fiscal balance, the announced fiscal and 

liquidity measures are estimated to have 

contributed positively in stimulating domestic 

activity by circa 3% of GDP.

The sectoral impact of COVID-19 on 
output as reported by the CBM is 
summarized as per table below:

It is evident that the hardest hit sectors 

are tourist related activities, namely 

accommodation and restaurants, language 

schools, retail, transport, real estate,  and 

various segments of the creative economy.

These results show that although over the 

years the country managed to satisfactorily 

diversify its economy, Malta still relies heavily 

on tourism related activities, with total 

contribution to GDP is estimated to exceed 

17% of annual economic activity. Tourism in 

other countries in the EU averaged 10% of their 

respective GDP. 
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Indicative Sectoral GVA impact of COVID-19 in Malta

% Deviation from pre-Covid levels

Agriculture, forestry and fishing -2.5

Mining, quarrying and construction -3.7

Manufacturing -5.0

Electricity, gas, steam -13.6

Wholesale and Retail -18.1

Transport and storage -31.1

Accommodation, food services activities -65.6

Information and communication -7.6

Financial and insurance activities -2.5

Real estate activities -9.7

Professional and scientific activities -4.9

Administrative and support services -16.0

Public admin and defence 3.4

Education -2.5

Health 2.5

Arts and entertainment (inc gaming) -1.8

Other services -7.1

Households as employers -6.5

5.0 Output

Real GDP in 2019 grew by 4.9%, significantly down from roughly 7% average growth reported 

between 2013 and 2018.  During last year the main explanatory variables of growth were namely 

domestic demand, where private consumption increased by 5.2%, government consumption 

increased by 11.5% and gross fixed capital information reported an annual growth of 8.8%. Net 

exports reported a 10% decline on 2018 levels.

Growth trends

Real GDP growth over the past years had averaged 7%. A visible slowdown in activity can be seen 

during the course of 2019, and the remarkable sharp decline in Q2 2020 was as a direct effect of the 

pandemic and the subsequent health emergency measures taken by the local health authorities.    
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Construction of gas-fired power plant

Source: NSO

A comparison between the sectoral value added for the first half of 2019 and 2020 clearly show 

that the main drivers of the Maltese economy remain public administration, professional services, 

distributive trade and tourism, and gaming. 

During the first half of 2020, during the course of the pandemic, it is evident that the highest 

impacted sector is the distributive trades and tourism related activities, such as restaurants and 

accommodation. Retail and wholesale is included in this sectoral category. Moreover, there is a clear 

shift towards the public sector/ administration, where direct and support measures are expected 

to increase the relative share of same sector in the economy. Other sectors such as the cultural 

and creative sector are suffering losses which are not only financial in nature. Often segments of 

this sector already do not provide sufficient earnings to cover one’s sole revenue stream thereby 

necessitating that persons within this sector retain other jobs together with their contribution to 

the cultural and creative sector. The decimation of this sector may very well cost the country the 

loss of human resources and talent as well as the loss of projects which will impact Malta’s economic 

development in the cultural and creative sector well beyond the effects of the pandemic. From a 

growing sector, the cultural and creative sector may very well be stunted into a downward trend.
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Relative contribution of value added by sector

Value Added as at H1 2019 (000s, % of Total GVA) 

 

1,016,626 

1,023,864 

1,120,323 

501,183 

476,627 

458,925 

394,651 

365,880 

233,026 101,823 43,790 (A) 18.7%

(C) 20.6%

(B) 18.8%

(D) 9.2%

(E) 8.8%

(F) 8.4%

(H) 6.7%

(G) 7.3%

(I) 4.3% (J) 1.9% (K) 0.8%
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Value Added as at H1 2020 (000s, % of Total GVA)

1,042,802 

976,643 

786,047 534,271 

483,572 

450,596 

424,300 

386,796 

226,689 89,110 38,967 
(A) 19.2%

(B) 18.0%

(D) 9.8%

(H) 7,1%

(E) 8.9%

(F) 8.3%

(G) 7.8%

(J) 1.6%(I) 4.2% (K) 0.7%

(C) 14.4%
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Sectoral annual growth as at first half of 2019 and 2020 (%)
Annual growth rates by sector pre (first half 2019) and during pandemic (first half 2020) show the 

sectors which were heavily exposed to the forced shutdown and travel ban by the local and foreign 

health authorities.  The sectors, which as at today were relatively ‘immune’ to the pandemic, were 

ICT, gaming, real estate, public administration and financial services. 

On the other hand, tourism, retail and distributive trades suffered the highest impact, where their 

combined output saw a deterioration of circa 30% year on year growth in their economic activity.

6.0 Prices

The harmonized Index of Consumer Prices showed a stable price trend, averaging between 1% and 

1.5% until the end of 2019. During the first seven months of 2020, there is an observed downward 

pressure in the overall price inflation, with the latest reading showing that Malta’s inflation rate stood 

at 1.2% (July 2020) and is expected to decline even further, mainly explained by weak demand and 

consumption.

The latest price dynamics are particularly explained by a persistent negative trend in retail fashion, 

and a significant decline in the price of food, restaurants and hotels. During Q3 2019, the price 

of food and non-alcoholic beverages reached 3.6% and the price of restaurants and hotels were 

increasing by almost 3%.

The price of utilities and fuels are experiencing a marginal decline, the latest reading stood at 1.7%. 

Following the revision of fuel prices launched as part of government’s set of measures to support 

the Maltese economy during the pandemic, the price of petrol as at the time of writing is being sold 

at par with the price sold in the euro area i.e. €1.34 per litre. On the other hand, the price of diesel 

is being sold at the pumps €0.10c more per litre than the euro zone average.    
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Source : CBM

During the second half of 2019, before government support measures were introduced with respect 

to electricity refund bill, energy for non-households i.e. for the industry was the fifth highest in the 

EU.
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7.0 Real Estate

As per NSO’s measure on property prices, the annual property inflation in Q1 2020 stood at 5.6%, 

compared to 6.5% reported in the corresponding period in 2019.  

Source: NSO
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Nevertheless, there seems to be a correction in the number of building permits granted by the 

planning authority, where annual growth roughly converged to EU levels ( less than 0.5%). This 

trend shows that potential supply will be slowing down in the years ahead. 

Moreover, the rental market is experiencing a blow in the short let market, caused by a severe 

reduction in the number of tourist arrivals following the outbreak of the pandemic. This development 

constrained property owners to shift their property to cater for long-term lets and probably 

leading to a demand-supply mismatch in the process, mounting pressures on rental charges in the 

downward direction. The work from home phenomena and the increased likelihood of a paradigm 

shift in this regard has led various companies to rethink the extent of volume they need in terms 

of rented office space. This may in turn lead to excess office space available on the market with 

consequential downward pressures on office rental charges. Retail outlets, restaurants, bars and 

clubs are still suffering and those whose space is rented are either seeking re-negotiation of rent or 

actually closing up. 

Source: NSO
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8.0 Labour Market

The local labour market continued to show signs of resilience, amid wage support measures 

introduced  to help the industry to protect jobs. The number of employed persons by the end of 

2019 reached approximately 260,000 persons. 

During the pandemic, this reported figure may potentially decrease as a number of expats lost their 

job and/or decided to pull out of their job out of their own free will to return to their home country. 

The persistent increase in the number of gainfully occupied in recent years was mainly explained 

by the fact that the market was more receptive to foreign workers, a persistent improvement in 

the female participation rate, and a number of tax incentives for the elderly to remain active in the 

labour market which were launched in previous budgets. 

Registered unemployment in 2019 stood at 1,700 persons. In July 2020, the number of registered 

unemployed increased to 3,981 persons.

As per latest available LFS statistics, in the first quarter of 2020, unemployment rate stood at 

3.3%, equivalent to 9,000 persons actively looking for a job. Post-pandemic, unemployment may 

potentially reach 5%, or roughly 13,000 persons. 

Source: NSO





PUBLIC
FINANCES
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With the outbreak of the pandemic, original 

fiscal projections for 2020 and beyond are no 

longer relevant. 

In 2019, the general government balance stood 

at 0.5 of GDP (surplus). Although during the 

same year absolute debt levels increased 

marginally, the debt ratio to GDP has fallen to 

43.0 per cent of GDP (2019).

The sharp negative decline in economic 

activity post March 2020 resulted in significant 

pressures on government finances, both 

from a revenue point of view and from an 

expenditure perspective. A significant drop 

in activity and tax deferments has adversely 

affected government revenue. Simultaneously, 

government support measures like the 

Covid-19 wage supplement scheme and other 

measures to stimulate demand together with 

subsidies granted in a bid to reduce business 

costs, were all key factors for a significant 

increase in expenditure.

Public Finances before 2019
During the past recent years, public finances 

were characterised by a fiscal surplus. The main 

accounts within the Public Account are mainly 

the Consolidated Fund and the National Social 

and Development Fund (NSDF). It is evident 

from the chart below, that the balance of the 

Consolidate Fund (CF) over the past few years 

was very close to a ‘cash neutral’ position. 

Where revenue proceeds and expenditure 

outlays were very closely matched. During 

particular years, the CF reported controlled 

annual cash deficits of less than €300m, and 

in other years a marginal surplus was reported. 

The latter was a result of impressive increases in 

tax revenue yielded to government on the back 

of a very buoyant economic activity, despite 

the persistent increase in the government’s 

recurrent cost structure, especially related to 

payroll.  

The reported surplus in the General Government 

Balance had sparked regular national debates 

over the years, citing sustainability issues, 

that the main source of the fiscal GG surplus 

was recorded in the National Social and 

Development Fund (NSDF), a  fund used to park 

70% of the IIP proceeds from the passport sale 

scheme. The remaining 30% of the scheme’s 

proceeds used to be deposited in the CF, to 

finance daily government operations.

Since its inception, the IIP scheme had 

generated over € 700m to the Maltese 

Government, of which more than €400m 

were deposited in the National Social and 

Development Fund and circa €200m to the 

Consolidated Fund. The remaining proceeds 

were used to finance operations of Identity 

Malta Agency and commissions paid to Henley 

and Partners.

As can be seen in the chart titled the General 

Government Balance Over Time, the years 

2016 up to 2019 were characterised by a GG 

fiscal surplus, where the magnitude and overall 

impact on the fiscal balance primarily relied 

on the performance of the IIP scheme. 2017 

was the best performing year, were the fiscal 

surplus exceeded 3% of GDP, the same year 

where the highest number of passport sales 

was recorded. Post-2017, there was a declining 

trend in the reported balance as a % of GDP, 

with 2019 reporting a fiscal surplus of 0.5% of 

GDP.

2. The State of Public Finances
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Meanwhile, although during the same period under review (2013-2019) the absolute outstanding 

amount of public debt increased by €0.5bn, the debt as a % of GDP reported a consistent decline 

in its ratio, to read 43% of GDP as at end of 2019.

Public Finances after Policy Response 
to Covid-19

As at the end of July 2020, the Maltese 

government registered a deficit of €1,051.8 

million and it is likely to register a deficit 

exceeding €1,500 million by the end of the 

year.  Proceeds from IIP during the course of 

2020 and beyond are expected to dry up as a 

result of a number of factors.  Simultaneously, 

GDP is likely to fall by 8 % for the 
year 2020 and stand at €12,300 million. 

These expectations are pretty in line with the 

Standard & Poors (S&P) projections published 

recently by this credit rating agency.

Therefore, the fiscal balance in 2020 
is expected to be in the region of 11-
12% of GDP.

During the first seven months of 2020, public 

finances experienced a significant drop in 

revenue amounting to €533m when compared 

to the corresponding period last year. The 

most significant drop in revenue was mainly 

from income tax and Value Added Tax, as a 

result of a decrease in aggregate incomes and 

general consumption levels. On the other hand, 

recurrent expenditure increased by €200m 

over year ago levels, where half of this increase 

is explained by programmes and initiatives 

aimed to mitigate the economic woes of the 

pandemic. In addition, capital expenditure, 

namely on public road infrastructure, increased 

by €196m.
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(a) Total Recurrent Revenue 2,258,115 2,638,637 2,106,148 -532,489 -20.2

      Customs and Excise Duties 176,419 182,870 126,553 -56,317

      Licences, Taxes and Fines 219,834 229,753 173,832 -55,921

      Income Tax 769,727 877,838 671,114 -206,724

      Value Added Tax 433,608 493,891 378,561 -115,330  

      Fees of Office 46,090 47,902 73,198 25,296

      Reimbursements 26,024 25,747 18,797 -6,950

      Central Bank of Malta 28,000 20,000 20,000 0

      Rents 19,007 26,762 17,263 -9,499

      Dividends on Investment 20,583 9,385 15,410 6,025

      Interest on loans made by Government 32 37 8 -29

      Social Security 473,331 548,827 486,887 -61,940

      Grants 29,683 144,011 65,897 -78,113

      Miscellaneous Receipts 15,778 31,612 58,627 27,015

(b) Total Expenditure 2,375,315 2,764,609 3,157,992 393,383 14.2

 Recurrent Expenditure 2,067,451 2,373,105 2,573,228 200,122 8.4

 Personal Emoluments 472,049 511,464 527,945 16,481

 Operational and Maintenance Expenses 108,367 122,029 147,080 25,051

 Programmes and Initiatives 1,246,286 1,443,040 1,555,898 112,858

 Contributions to Government Entities 240,749 296,571 342,304 45,733

 Interest 120,786 109,132 106,586 -2,546 -2.3

 Capital Expenditure 187,078 282,371 478,178 195,807 69.3

(a-b) Consolidated Fund Surplus/Deficit -117,199 -125,972 -1,051,844 -925,872 735.0

 Revenue/Expenditure categories: January to July by year

Description

Jan-Jul       
2018

Jan-Jul       
2019

Jan-Jul       
2020

Jan-Jul 2020 /                       
Jan-Jul 2019

Change
% change

€ 000

Source : NSO

Due to the significantly deteriorating balance and substantial contraction in 
GDP for 2020, the debt to GDP ratio is likely to exceed 60% by the end of 
the current year. This will have an effect on the cost of debt of the country, which has been 

steadily decreasing during the past years from 3.8% in 2016 to 3.2% in 2019. However, given the 

high correlation between debt to GDP ratio and the average cost of debt, it is likely that by the end 

of 2020 the average cost of debt will increase to 4.0%. This may result in an increase in interest 

expense for 2021 of circa €125 million.





ECONOMIC
OUTLOOK
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3. Economic Outlook for the Maltese Economy

The Opposition has conducted its own independent economic analysis, on the basis of public 

information rendered available by the Maltese government, various assessments undertaken by 

reputable international credit rating agencies, such as S&P, together with the various reports 

published by the Central Bank of Malta.

The outlook for 2020 and beyond rests on a number of volatile parameters and unknowns, 

especially in respect of timelines for the availability of a vaccine and the possibility of enhanced 

health measures to contain the current persistent spread of the virus.

To put this complex economic environment into a structured framework, the following assumptions 

are deemed to be most likely to materialize:

•	 Tourism exports are assumed to be around 80-85% lower than in 2019.

•	 The wage supplement scheme is assumed to be extended until end-2020, presumably till 

the end of March 2021.

•	 Covid-19 cases in Malta remains relatively elevated for the coming months, such that the 

number of new infections is only brought down in early 2021.

•	 The global economic recovery is assumed to progress at a relatively slower pace than it is 

presently projected.

Considering these economic observations, the opposition feels that the outlook of the main 

macroeconomic variables will range as per table below:

LR* UR* LR UR LR UR

Macroeconomic Outlook
Real Growth % (y-o-y) -9.3 -6.6 5.5 6.1 3.7 4.2
Inflation rate % (y-o-y) 0.8 0.9 0.8 1.0 1.2 1.4
Unemployment Rate % (y-o-y) 5.1 4.9 4.9 4.6 4.8 4.4

Fiscal Outlook
GG Fiscal Balance (% of GDP) -12.0 -8.6 -5.4 -3.5 -5.4 -3.5
GG Debt Position (% of GDP) 61.0 56.0 63.1 56.1 66.0 58.0

* Range of lower and upper range of projections

2020 2021 2022
Outlook for the Maltese Economy : Projection Ranges for 2020 - 2022
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4.1   Health

It is unprecedented in global history; a health 

crisis has shut down the entire global economy, 

painfully demonstrating how inseparable 

healthcare and the economy have become. 

Malta was not an exception. To add to the local 

dimension, the healthcare system in Malta 

was dominated by the national discussion on 

the government’s strategy where in 2016 the 

Vitals Global Healthcare was awarded the 

controversial €2 billion concession to run Karen 

Grech, St Luke’s and Gozo hospitals for 30 

years. This transaction marred the perception 

on the health authority’s readily available 

infrastructure to deal with the outbreak of the 

pandemic.  

Across the globe, our healthcare systems 

were not designed to deal with this crisis: an 

unpredictable, large-scale health challenge 

that requires urgent mobilisation of resources 

and affects the whole population. Debating 

these systems’ ability and efficiency to deal 

with it is therefore not relevant per se.  In many 

ways, the Covid pandemic is diametrically 

opposed to the direction that healthcare 

systems, particularly in developed countries 

including Malta, have been taking over the 

past years:

	 Focus resources on non-
communicable, chronic 
diseases such as diabetes and 
cardiovascular conditions

Health issues related to lifestyle changes and an 

aging population made this type of healthcare 

burden more relevant for healthcare systems 

than pandemics. 

People aged over 65 will represent more than 

11.8% of the total population by 2023, peaking 

at 29%in Japan and 22% in Western Europe.

The number of people living, for example among 

chronic diseases, with diabetes is projected to 

increase by 48% to 629 million by 2045, with 

China (114.4 million), India (72.9 million), and 

the United States (30.2 million) topping the list. 

	 Drive efficiency, shifting care 
from hospital to outpatient 
settings

In France, the number of overnight 

hospitalization beds decreased by 4.2% while 

outpatient care beds increased by 7.4% and in-

home hospitalization increased by 3.4% from 

2013 to 2018.

In the United States, aggregate hospital 

revenue from outpatient services grew from 

30 percent in 1995 to 47 percent in 20165, while 

in England, from 2012 to 2016, the increase in 

inpatient admissions was 9% and outpatient 

attendances increased by 21% over the same 

period6.

	 Incentivize innovation for smaller 
unmet needs and vulnerable 
populations primarily, increasing 
relative focus and spend on 
Specialty Care

Rare disease patients make up less than 0.06% 

of the population in the United States, less 

than 0.05% in the EU, and less than 0.04% in 

Japan7. In contrast, worldwide orphan drug 

sales are expected to have doubled at 12.3% 

over the 2019–24 period. By 2024, orphan 

drugs are projected to make up one-fifth of 

worldwide prescription sales, amounting to 

US$242 billion. In parallel, oncology is expected 

to have almost a 20% share of the worldwide 

market by 2024, and an 11.4% in CAGR growth. 

4. Thematic Topics and Sectoral Dimension



37

Pre Budget Document 2021

Limit investment in overall    
prevention

In 2015, less than 3% of healthcare spending 

went to prevention in OECD countries. Most 

of these countries spent between 2 and 4%, 

which has remained stable over the long-

term. In addition, nearly 50% of prevention 

spending was on healthy condition monitoring 

programs, such as check-ups and dental 

examinations, 25% on health promotion while 

both immunization and screening programs 

accounted for less than 10% each. This raises 

a question on resource allocations; while many 

immunization and some screening activities 

have shown to be cost-effective (and some 

even cost-saving), there is less consensus on 

the effectiveness of general (including dental) 

check-ups.

Immediate and near-term challenge

As a result of the Covid emergency and its 

collateral impact, leaders around the world 

are putting in place emergency measures to 

cope with this health crisis, adjusting in real-

time and ‘spending each day fixing errors they 

made yesterday’. 

In the near term, healthcare systems will 

face two major, additional, “collateral” issues. 

The first will be the  physical and mental 

exhaustion of the healthcare workforce, along 

with over stressed hospital infrastructure. The 

second will be the  growing “backlog” of 

healthcare procedures.  For example, the 

inability or fear of high-risk patients to 

consult a doctor is disrupting chronic disease 

management and delaying some critical care 

procedures. In addition,  containment  (and 

progressive de-confinement) measures, 

compounded by the economic recession, will 

undoubtedly affect mental health (e.g., anxiety, 

depression) and  physical health  (e.g., weight 

gain, unbalanced nutrition).  

Long-term view: addressing a new 
reality while remaining sustainable

The Covid pandemic will have a longer-term 

impact on healthcare systems, that should 

be addressed by political and healthcare 

authorities as soon as possible. 

Non-communicable diseases will continue 

to rise  – they were projected to account for 

the majority of all deaths in 2030. Within 

them, chronic conditions are associated with 

intensive use of healthcare resources, with 

for example 70% of total health funding in 

England spent on 30% of the population that 

have long-term conditions. In addition, mental 

health  is projected to become the  leading 

cause of morbidity and mortality globally by 

2030. 

So, on top of this, how will already resourced-

constrained healthcare systems (re)configure 

to improve their ability to handle unpredictable 

large-scale health crisis like Covid while 

remaining sustainable? 

The current crisis will inevitably reshape the 

world we know.  Scenarios to illustrate the 

different ways in which our world could unfold 

after the crisis, across five dimensions are 

commonly cited: 

• Economy:  will worldwide economies 

rebound after absorbing a passing storm 

OR enter an extended recession?

• Society:  will social cohesion rise with a 

heightened appreciation for interpersonal 

and familial relationship OR fall as 

xenophobia and suspicion of others 

become the norm?

• Politics: will governments around the world 

gain trust and international organizations 

such as WHO grow in relevance OR adopt 

isolationism to protect their constituents?
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• Technology: will technology advances stay 

on course OR diverge among different 

markets, with a focus on advances in 

surveillance and control measures?

• Sustainability:  will focus on 

sustainability, including climate change, 

be renewed OR decline as countries 

shift towards energy independence? 
 
 

These dimensions will act as the push-
pull factors to shape the economic 
reality of tomorrow, triggered by the 
state of play in our health sector.
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The COVID-19 pandemic has created the 

largest disruption of education systems in 

history, affecting Maltese students and their 

parents or guardians alike.

Learning losses threaten to extend beyond 

this generation and erase decades of 

progress. It is of high concern especially 

for our society, where for years Malta has 

persistently registered one of the highest rates 

of early school leavers in Europe. Similarly, the 

education disruption has had, and will continue 

to have, substantial effects beyond education. 

Disruptions in educational institutions may 

hamper the provision of essential services 

to children and communities, and affect the 

ability of many parents to work; especially jobs 

where flexibility at their workplace may not be 

necessarily straightforward.

As fiscal pressures on government increase, 

and development assistance comes under 

strain, the financing of education could also 

face major challenges, especially due to the 

fact that operating expenses had significantly 

increased as a result of preventive measures.  

A positive aspect of this crisis has stimulated 

innovation within the education sector. We 

have seen innovative approaches in support of 

education and training continuity: from digital 

platforms to take-home packages. Distance 

learning solutions were developed thanks to 

quick responses by governments and partners 

all over the world supporting education 

continuity. 

But these changes have also highlighted that 

the promising future of learning, and the 

accelerated changes in modes of delivering 

quality education, cannot be separated from 

the imperative of leaving no one behind. This is 

true for children and youth affected by a lack 

of resources or enabling environment to access 

learning. It is true for the teaching profession, 

especially teachers over their fifties, and their 

need for better training in new methods of 

education delivery, as well as support.

 

The COVID-19 crisis and the unparalleled 

education disruption is far from over. The 

Maltese authorities have just postponed 

the opening of State and Church Schools to 

October. . The Chamber of Commerce has 

issued a stern concern because of evident spill 

over disruptions at the workplace. Countries 

have started planning to reopen schools 

nationwide, either based on grade level and by 

prioritizing exam classes, or through localized 

openings in regions with fewer cases of the 

virus. These decisions carry enormous social 

and economic implications and will have 

lasting effects on educators, on children and 

youth, on their parents – especially women – 

and indeed on societies as a whole.

International recommendations preventing a 

learning crisis from becoming a generational 

catastrophe requires urgent action from all. 

Education is not only a fundamental human 

right. It is an enabling right with direct impact 

on the realization of all other human rights. It 

is a global common good and a primary driver 

of progress across all societies. If education 

systems fail to adapt to the challenges posed 

by the pandemic, peace, prosperous and 

productive societies cannot be sustained. 

In order to mitigate the potentially devastating 

consequences of the COVID-19 pandemic on 

our education system, Maltese policymakers 

are urged to implement the preparatory 

framework of school openings on the 

following parameters, in line with international 

guidelines:  

4.2 Education
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SUPPRESS TRANSMISSION OF THE 
VIRUS AND PLAN THOROUGHLY FOR 
SCHOOL RE-OPENINGS: 

The single most significant step that Maltese 

authorities can take to hasten the reopening 

of schools and education institutions is to 

suppress transmission of the virus to control 

local outbreaks. Once they have done so, to 

deal with the complex challenge of reopening, 

it is important to be guided by the following 

international parameters: 

1. SUSTAIN FINANCING AND 

COORDINATE FOR IMPACT: 

 The pandemic has pushed the world 

into the deepest global that will have 

lasting effects on economies and public 

finances. National authorities and 

the international community need to 

protect education financing through the 

following avenues: strengthen domestic 

revenue mobilization, preserve the 

share of expenditure for education as a 

top priority and address inefficiencies 

in education spending; strengthen 

international coordination to address 

the debt crisis; and protect official 

development assistance (ODA) for 

education.

2. BUILD RESILIENT EDUCATION 

SYSTEMS FOR EQUITABLE AND 

SUSTAINABLE DEVELOPMENT: 

 Strengthening the resilience of 

education systems enables countries to 

respond to the immediate challenges of 

safely reopening schools and positions 

them to better cope with future crises. 

In this regard, governments could 

consider the following: focus on equity 

and inclusion; reinforce capacities for 

risk management, at all levels of the 

system; ensure strong leadership and 

coordination; and enhance consultation 

and communication mechanisms with 

key stakeholders, especially unions and 

teachers’ representatives.

3. REIMAGINE EDUCATION AND 

ACCELERATE CHANGE IN TEACHING 

AND LEARNING: 

 The massive efforts made in a short 

time to respond to the shocks to 

education systems remind us that 

change is possible. We should seize the 

opportunity to find new ways to address 

the learning crisis and bring about a 

set of solutions previously considered 

difficult or impossible to implement. The 

following entry points could be to the 

fore of our efforts: 

• focus on addressing learning losses 

and preventing dropouts, particularly 

of marginalized groups; 

• offer skills for employability 

programmes; 

• support the teaching profession 

and teachers’ readiness; expand the 

definition of the right to education to 

include connectivity; 

• remove barriers to connectivity;

• strengthen data and monitoring of 

learning; 

• strengthen the articulation and 

flexibility across levels and types of 

education and training.





THE CULTURAL
& CREATIVE SECTOR
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The cultural and creative industries have long 

been awaiting a strong policy driven impetus 

to catapult the creativity of individuals and 

groups onto the economic platform in a 

more sustainable manner. While policy has 

continuously been developed, this has often 

been characterised by an undemocratic 

representation of the voices of creators who 

invest in the sector and consequently in Malta’s 

economy. Pre pandemic budget measures 

put forward by government lacked vision on 

how to facilitate this sector by giving those 

investing their creativity the opportunity to 

generate a sustainable income therefrom and 

thereby produce and distribute original cultural 

products within our shores and abroad.

The pandemic, measures implemented to 

control its spread and consequences of those 

measures have directly impacted investment 

in this sector. Indeed anti-Covid measures have 

often removed or heavily restricted access to 

the mediums of distribution generally used by 

the cultural and creative industries. 

The arts, design, entertainment and 

cinematographic industries, to mention a few, 

are heavily dependent on reaching out to 

their audience. With a partial lockdown and 

the current limitations placed on audiences, 

not only have the revenue streams  of those 

investing in performances which depend on 

a physical audience been decimated but the 

uncertainty around the pandemic continues 

to destabilise preparations for future events. 

Other cultural sectors such as that of 

literature, including publishers and authors, 

continue to face challenges from lack of 

effective protection of their copyright as well 

as disruption of the mediums through which 

they distribute their publications. 

The media, which represents the fourth 

pillar of our democracy, has seen its revenue 

streams from advertising reach record lows. At 

a time when we are heavily reliant on media for 

information about the pandemic and at such 

a crucial juncture in this country’s fight to re-

establish itself as a modern democracy, media 

houses have suffered a severe financial blow. 

We are at a time when we must do our utmost 

to support media houses to continue to ensure 

a scenario of pluralistic media which can 

strengthen its standards and continue to fulfil 

its role as the watchdog of democracy. Despite, 

the efforts which media houses had already 

made to address shifts in consumer habits and 

disruption from digital platforms, the effects of 

the pandemic on this sector continue to show 

that this is a pillar of democracy within the 

cultural and creative industries that deserves 

assistance. 

The film industry has faced both serious 

consequences from the manner in which 

the pandemic was addressed as well as 

devastating consequences resulting from lack 

of good governance in the manner in which 

government appointed officials perform their 

responsibilities. 

Most of these industries have put their 

creativity to good measure during this time of 

the pandemic, with companies and groups of 

individuals reinventing means of distribution 

and mediums through which they could still 

reach their audience. These individual efforts 

need to be strongly supported by government 

measures if we are to ensure that the effects 

of the crisis are not carried forward in the long 

term. In the absence of recovery strategies 

and better governance of relevant entities we 

could stop the downsizing of the cultural and 

creative sectors. 

4.3 Cultural and Creative Sector 
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Cultural and creative sectors are often very 

small businesses, non-profit organisations and 

creative professionals whose revenue streams 

are on the margins of financial sustainability. 

The pandemic effects have served to make 

those revenue streams even more precarious, 

thereby risking that we lose out on talent and 

human resources in a manner that would set 

us on a downward trend in this sector. 

1. Incentivise retention of 
Employment

Most creative professionals contribute to 

the economy with great personal financial 

sacrifice. Yet, their contribution is necessary to 

continue to foster the development of talent 

and creativity that leaves positive impacts 

on other areas of economy such as that of 

tourism. Ensuring that we do not loose talent 

and human resources in these industries is of 

utmost priority.

	 Ensure that measures which are made 

available to cover salaries and income 

are set up with such criteria that take 

the business models of this sector into 

consideration;

	 Incentivise new revenue streams that 

would bring together different sectors 

from the cultural and creative industries 

to work on projects with stakeholders 

from the health sector and the education 

sector;

2. Invest in new distribution 
channels

The pandemic has severely disrupted 

distribution channels for the venue based 

creative sector. Lockdowns, limitation of 

numbers for gatherings and other social 

distancing measures require a rethinking of 

how creative works can be projected and 

distributed to their audience.

	 Focus financial incentives to assist 

stakeholders in identifying and setting 

up new distribution channels;

	 Provide financial incentives for the 

setting up of digital infrastructure that 

would allow the projection or distribution 

of a creative event to an audience;

3. Invest in New Productions and 
Projects

Despite a closure of museums, cinemas, 

theatres and festival halls, people are still eager 

to access creative works and enjoy the arts. 

We need to foster this enthusiasm by offering 

incentives to creative professionals to fulfil 

productions and undertake projects despite the 

uncertainty  and disruption that the pandemic 

has brought about. We must likewise be ready 

to ensure that such productions and projects 

are distributed in a sustainable manner.

	 Provide better incentives for productions 

and projects that use innovative 

distribution mediums

	 Subsidise creative projects targeted 

at local communities or vulnerable 

communities

	 Subsidise the distribution of productions 

and projects;

	 Subsidise the income lost from 

implementing social distancing measures 

to productions and projects;

4. Strengthen the role of the Media

Media houses have consistently been facing 

disruption from digital platforms. They have 

faced such challenges by continuously 

partnering printed media with online media 

and news portals. This has exposed them to 

the effects of the changing habits of readers 

who consume the work of journalists and 

media houses often for free by accessing online 

portals. The pandemic has gravely affected 
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the already dry revenue streams of media 

houses thereby posing serious challenges to 

the fourth pillar of democracy in Malta.  No 

country can provide economic and political 

stability without a strong pluralistic media. 

Action to strengthen the role of the media in 

Malta cannot be delayed any longer and target 

measures are needed.

	 Continue to provide grants to media 

houses by establishing a minimum 

threshold to which each media house is 

entitled and provide additional financial 

assistance depending on number of 

employees;

	 Launch a national debate on media 

financing with the scope of strengthening 

the fourth pillar of democracy 

	 Provide grants for the training of editors 

and journalists

	 Provide grants for non-commercial 

journalistic ventures such as podcasts 

and video productions

	 Provide grants for the development and 

distribution of culture and art related 

content 

	 Subsidise ongoing running costs of 

digital media platforms operated and 

managed by media houses;  

	 Provide schemes whereby schools 

can give free access to newspapers to 

students thereby fostering better media 

literacy 

	 Provide financial assistance to projects 

implemented by media houses which 

address identified social issues, 

educational priorities or identified 

communities;

	 Subsidise an inter-newsroom fact-

checking team. This needs to be an 

editorially independent fact-checking 

team to assist all media houses and 

journalists. This may start with work on 

Covid-19 crisis but can develop further to 

strengthen the fourth pillar of democracy.



FINANCIAL
SERVICES
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The financial services sector remained a strong 

pillar of the Maltese economy, generating 6% 

of the country’s Gross Value Added in 2019, 

and accountable for more than 12,200 jobs – 

that’s almost 5% of total employment. Despite 

the resiliency of the sector, the long-term 

sustainability of financial services is under 

threat for a number of reasons.

Primarily, the gradual erosion of Malta’s 

reputation, resulting from a myriad of cases 

with a strong suspicion of corruption, shady 

dealings and failure to prosecute key figures on 

whom ties with money-laundering were made 

public. Moreover, throughout the years, Labour 

administrations were characterised by a failure 

to investigate, and in the rare occasions where 

this did happen, the police took no action.

This failure to act lead many international 

institutions to take drastic actions against 

Malta. Credit rating agency Standard and Poor 

has increased Malta’s risk factor in its Global 

Ratings, besides downgrading Bank of Valletta. 

The European Banking Authority chastised the 

Financial intelligence Analysis Unit (FIAU) for 

breaking European Law on money-laundering 

prevention. A number of reports placed Malta 

lower in the table for all matters related to tax 

transparency, financial crime compliance and 

levels of corruption.

Transparency International warned that 

corruption is “undermining” it and “weakening 

democracy”, while the The Economic 

Intelligence Unit  report described Malta as 

a flawed democracy for the first time. Most 

worryingly, Malta was given a one-year 

deadline by the Financial Action Task Force of 

the Council of Europe to implement Moneyval’s 

58 recommendations in order to remedy 

several deficiencies identified with regards 

to financial crime, and avoid being included 

in the intergovernmental group’s grey list of 

high-risk jurisdictions. While the deadline of 

this request is unclear, the risks of grey-listing 

to the reputation of the sector is clear to all 

involved in the sector.

In parallel, additional challenges come from 

renewed efforts across European level to 

introduce a financial transaction tax, and even 

worse, to push for common taxation, which 

would significantly undermine Malta’s efforts 

in this sector. While Government and Malta’s 

representatives would do well to resist such 

efforts, it is clear that unless Malta’s reputation 

is strengthened, our efforts to convince our 

European peers will not hold water.

No stone should be left unturned to ensure that 

Malta avoids grey-listing, while at the same 

time continuing to pushback any proposals 

to introduce EU-wide taxation on the sector. 

As the Opposition has highlighted throughout 

the year, successive EU and IMF reports have 

recalled that much needs to be done, while 

Government has been worryingly silent on the 

matter. 

The risks pending on this sector from a 

potential grey-listing vastly outweigh any 

damage the pandemic could have brought 

to such businesses. Government must step 

up significantly its efforts on a national level 

to address these concerns to ensure safety of 

mind to existing financial services operations 

as well as entice further activity coming to our 

shores, particularly in view of Brexit. 

Impact of Coronavirus pandemic

Credit and financial institutions will continue to 

play a crucial role in the recovery and economic 

turnaround. These institutions should be 

4.4 Financial Services

https://www.independent.com.mt/articles/2020-01-22/local-news/Flawed-democracy-Malta-obtains-lowest-score-ever-in-democratic-index-6736218698
https://www.independent.com.mt/articles/2020-01-22/local-news/Flawed-democracy-Malta-obtains-lowest-score-ever-in-democratic-index-6736218698
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encouraged to continue to assist economic 

recovery through the necessary guarantees by 

the Malta Development Ban, as well as through 

the issuance of fresh working capital loans, 

guaranteed by the Malta Development Bank.

Government needs to support the financial 

investment required in technology by smaller 

financial services firms, particularly in the field 

of investment services and insurance. While 

a few big players in the market have shown 

technological readiness when the crisis took 

over, a substantial number of insurance and 

investment services companies still appear to 

have limited facilities online. These enterprises 

which generate significant value added need 

to be helped speed up digital transformation, 

through use of client experience digitisation, 

creation of online trading platform, online 

onboarding and use of cloud technology and 

data centres. 

• Brexit

At the time of publication, relations between 

the European Union and the United Kingdom 

had worsened, and since the continuation 

of negotiations between the two sides, very 

little progress has been achieved, with both 

side making public recriminations about the 

intransigence of the other party. 

The situation turned worse when UK Prime 

Minister Boris Johnson came up with plans 

to eliminate the legal force of parts of the 

withdrawal agreement, putting further stress 

on relations. For financial services, this raises 

implications which could include a range 

of scenarios, including the possibility that 

the UK and the EU do not conclude a free 

trade agreement or make any equivalence 

determinations for the financial services sector 

before the end of the transition period.

It is therefore crucial that Government 

keeps an open channel with the financial 

services industry, particularly those firms 

with business activity with the UK, to ensure 

adeguate preparedness for any developments, 

particularly if no further arrangements, similar 

to the transitional frameworks are agreed to.





MONEYVAL
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Grey listing and potential economic 
implications

The Committee of Experts on the Evaluation 

of Anti-Money Laundering Measures and 

the Financing of Terrorism - MONEYVAL is a 

permanent monitoring body of the Council of 

Europe entrusted with the task of assessing 

compliance with the principal international 

standards to counter money laundering and 

the financing of terrorism. MONEYVAL was 

originally an observer to the Financial Action 

Task Force (FATF) and from June 2006 

became an associate member.

Black and Grey listing

The FATF Blacklist identifies countries 

considered inadequate in money laundering 

and counter-financing of terrorism regimes, 

namely:

•	 North Korea

•	 Iran

The FATF Grey list includes high risk 

jurisdictions which do not support terror 

funding and money laundering but are found 

to have strategic deficiencies in their regime 

against money laundering and/or anti-terrorist 

financing due to inadequate regulations, 

enforcement, or both. The list of countries 

flagged with this status as today are: Albania, 

Bahamas, Barbados, Botswana, Cambodia, 

Ghana, Iceland, Jamaica, Mauritius, Mongolia, 

Myanmar, Nicaragua, Pakistan, Panama, Syria, 

Uganda, Yemen and Zimbabwe.

Potential economic implications

•	 Possibly a weaker bargaining 
power position

	 Diplomatically, grey listing may 

potentially pose some short- to long-

term repercussions on the country’s 

negotiation power within the EU and 

beyond

	 Strong and intensive bilateral 

negotiations with individual member 

states may become even more important

•	 Potential sovereign rating 
downgrade 

	 This could have an immediate impact 

on the country’s attractiveness as a 

destination for foreign direct investment 

and more broadly as a hub for doing 

business

	 A lower credit rating may also imply a 

relatively higher cost of borrowing for 

Government, local financial institutions, 

corporates, and households

•	 Potential adverse impact on the 
country’s financial and external 
sectors

	 There are general expectations that 

the financial and external sectors of 

an economy on a grey list would be 

immediately at risk 

	 Both sectors are likely to be impacted 

adversely by the requirement on 

international business partners of 

the grey listed country to complete 

4.5 MoneyVal at a Glance
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enhanced due diligence before engaging 

in any business with operators originating 

and operators based in that country. 

Therefore a more bureaucratic process 

to do business is expected in grey listed 

jurisdictions

	 International institutions basing their 

back-office operations in a high-risk 

jurisdiction – banks, insurance companies, 

pension funds, hedge funds, etc. – may 

potentially see the benefits of such 

relocation eroded quickly, especially if 

the country’s grey listing lasts for longer 

than necessary

	 Closely associated with the financial 

sector is the gaming sector. Cross 

border transactions will be expected to 

be closely monitored, potentially adding 

further operating costs and barriers

	 Financial institutions operating in high 

risk jurisdictions may experience serious 

issues related to corresponding banking, 

especially with non-euro currency 

transactions, namely the US dollar 

	 There could potentially be adverse spill 

over effects beyond the financial sector 

on other economic sectors, particularly 

on the real estate sector, which tends to 

be sensitive to the volume of economic 

activity and international business

•	 Possible reductions in trade 
volumes

	 Reduction in the international 

community’s appetite of doing business 

with the grey listed country may have 

dire consequences for other economic 

sectors, especially for small open 

economies depending on high import 

content  

	 It may be the case that companies 

may no longer be comfortable running 

operations out of the grey listed 

jurisdiction, hampering significantly 

economic progress

	 Business through seaports and airport 

may likewise take an undesirable hit.  

This may be detrimental for companies 

operating in the aviation, maritime, and 

associated sectors

Whilst Government may claim that the   

economic crisis brought by Covid was not 

of its making, the same cannot be said by 

Government in respect of the crisis brought 

onto our financial services industry by our 

reputational crisis. All the shortcomings 

identified in the Moneyval report were 

of Government’s making. The Moneyval 

report stated in no uncertain terms that our 

institutions lacked the will to implement the 

relevant legislation that had been enacted over 

the years to combat money laundering. The 

various FIAU reports, implicating members 

of Government or close to Government 

on money laundering activities that were 

not acted upon by the police, were clear 

evidence of the shortcomings brought about 

by a Government, that preferred to protect 

certain individuals close to its heart albeit 

implicated in money laundering activities, 

than protect the livelihood of the thousands 

of professionals and workers that form part of 

the financial services industry. Government is 

now going to great extremes and measures 

to avoid possible grey listing amid a crisis of 

its own making. Case in point – the Status Of 

Forces Agreement (SOFA) to secure American 

support in the Financial Action Task Force 

(FATF) where MoneyVal assessment on Malta 

will be reviewed.





GOZO



56

Partit Nazzjonalista

4.6 GOZO

Whilst a number of economic operators in 

Gozo are reportedly not confident that they 

can see it through the end of the year, the 

impact that Covid has had on international 

tourism related activities, has been marginally 

cushioned in Gozo by the increased demand 

of domestic tourism over the summer month. 

Needless to say the Gozo economy has always 

had its challenges due to its double insularity, 

which challenges have existed pre Covid. 

However the lessons we have learnt from 

the Covid crisis can offer us an opportunity 

to rethink the challenges faced by the Gozo 

economy and measures needed to address 

them post-Covid. 

A number of policy papers commissioned 

by Government, including various pre-

budget documents and budget speeches, 

together with action plans; such as ‘Eco-

Gozo – A better Gozo’ and a Regional 

Development Programme commissioned with 

the participation of the Gozo Action Group, 

all made reference to the need of creating 

incentives and to draft tailor-made policies to 

address Gozo’s specific and particular needs. 

Gozo’s physical detachment from Malta makes 

it rather unique, with distinctive characteristics 

on various dimensions, namely the state of the 

environment, the structure and dynamics of 

the economy, the social fabric, together with 

its unique heritage, culture and arts. These 

dimensions are determining factors in shaping 

the island’s identity, especially in a post-Covid 

reality. 

This reality poses distinctive barriers and 

enablers from the ones experienced in Malta, 

which call for a different economic strategy 

specifically formulated for Gozo.

The dominant ‘barriers’ for the Gozitan 

economy can be summarised as follows:

Barriers

• Gozo’s very small geographical size

• The island being geographically 

positioned on the periphery

• The issue of double insularity

• The relatively high transportation costs

• The absence of economies of scale (to 

be reaped by the industry)

• The seasonal variation issue (in 

particular within the tourism sector)

• Capacity constraints in tertiary 

education

• Demographic challenges

On the other hand, Gozo’s unique and 

distinctive characteristics were clearly outlined 

as ‘enablers’ for its economy that may transform 

themselves into viable opportunities. Amongst 

these one can mention:

Enablers

• The island’s attractive topography

• During the pandemic Gozo proved to 

be the only option for internal tourism 

by the Maltese and local residents 

• The relatively unspoilt environment

• Tranquility and ambience

• Well-known diving sites

• A diligent and flexible workforce

• An island considered rich in culture

• Priceless heritage and precious arts

• Buildings with great architectonic value

The above enablers are all considered as key 

factors which put the Island of Gozo in an 

ideal position to adopt distinctive branding for 

various niches. Furthermore, the unique state 

of the environment, good air quality, fertile 

agricultural landscape and adequate water 

supply offer the island with great potential for 

agro-tourism, health tourism and sport-related 

tourism. Last but not least, the satisfactory 

track record synonymous with Gozitan 

university students, in successfully completing 
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their tertiary education, offers potential for 

Gozo to feature in the country’s path to 

achieve a knowledge-based and digitalised 

services industry.

Task Ahead – A ‘sustainable model’ 
for Gozo
The ‘sustainable model’ identifies 4 priority 

areas on which collective efforts need to be 

focused, in particular where Gozo enjoys the 

greatest comparative advantage. These areas 

are determined to be the long-term pillars to 

shape Gozo’s economy:

1. Agro-cultural sector (including 

Artificial Intelligence in Agriculture)

2. Domestic and foreign tourism

3. The digital sector

4. Green Economy 

Moreover, to weather the challenges of the 

pandemic, Gozo is deemed necessary to have 

a focused strategy for securing an innovative 

and inclusive vision that delivers social and 

economic prosperity for all. This strategy 

needs to rest on the following key pillars:

Transport and connectivity
Including enhancing further the maritime and 

air links between Gozo and Malta and the 

continuation of the permanent link project 

between the two islands.

Public infrastructure
Which includes a muti-faceted approach, 

extending to road infrastructure, health, and 

education. 

Sustainability
It is important that every initiative launched 

by government should be sustainable and 

financially viable in the long-term. Gozo 

could be used as a pilot strategy for electric 

vehicles to gradually replace the current fleet 

in circulation. In addition, focused initiatives 

related to the Circular Economy could have 

their testing grounds in Gozo, as long as these 

activities will not be in direct conflict with 

other present activities. Moreover, targeted 

incentives to establish a digital technology 

sector in Gozo and to nuture an ecosystem 

in related activities is deemed paramount to 

shape a sustainable model for Gozo’s new 

reality. 





THE FUTURE
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There is no doubt that the world economy will 

be different post-COVID. This temporary pause 

on global economic activity needs to serve us 

as a reflection phase to enable us to design 

and to implement strategic interventions 

which should not only kick-start the economy 

but support us in mould a stronger and more 

resilient economy. Other countries close to 

our shores, are already designing their short-

term stimulus packages anchored around 

longer-term goals which will benefit not only 

the economy but also, and more importantly, 

quality of life. 

It is critical for Government to ensure that 

economic recovery is based on sustainability 

however the Nationalist Party believes that 

there are a number of pillars that should serve 

as the foundational aspect of any future vision 

for Malta.

Diversification and Transformation
There is no doubt that Malta’s economic 

fabric needs to continuously transform itself. 

We already have a long history of successful 

diversification moving from a manufacturing 

island economy to a tourism one to a 

financial services hub and more recently to an 

increasing contribution from remote gaming 

and pharmaceutical. As a small country, our 

size should allow us to be agile to harness 

new or forthcoming trends; legislate and 

attract international investment. We have 

pioneered legislative innovation. However, 

attracting new sectors should not come at 

the expense of re-inventing the ones already 

present. Such sectors provide the backbone 

of Malta’s economy and need to ensure that 

they remain competitive, attractive and 

innovative. Therefore we need to have plans in 

place to transform  existing industries whilst 

diversifying through new economic sectors. 

Digitalisation
Malta has always been a front mover when it 

comes to the adoption of digital technology 

especially of e-government. However, more 

needs to be done. COVID-19 has highlighted 

the importance of embracing a digital 

transformation in our daily lives as companies 

scrambled to go online or to offer remote 

working. Going forward, Government needs to 

ensure that the digital transformation deepens 

and there are all the requirements for Malta 

to become a proper digital society whereby a 

digital identity coupled with digital signatures 

become the norm of the day and where the 

interactions between Government, authorities 

and stakeholders become seamless. Where 

possible, blockchain technology needs to be 

adopted by the public service to ensure an 

added level of trust and more importantly, 

to send out a strong signal that Malta is 

truly upping its game in the digital space. It 

is only this way that a complete innovative 

ecosystem can truly establish itself in Malta. 

However, Government needs to also intervene 

to minimise the digital divide to ensure that 

the digital society is inclusive.

Development in Education and Talent
There are two main areas of focus that Malta 

needs to focus on developing. The first is 

talent. There is no doubt that Malta’s human 

resource has been the backbone of our 

economic success. Its hardworking ethic and 

skill set have allowed us to attract and sustain 

a diversified economic fabric. Successive 

Nationalist administrations have invested 

heavily in its development especially through 

the educational system including our colleges 

and higher educational institutions including 

University and MCAST. However, like any 

other resource, it needs to be nurtured and 

developed. A number of structural challenges 

are threatening the long-run economic model 

which is intrinsically based on human capital. 

5. Preparing for the future, today
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Early school leaving rates remain high, graduate 

numbers remain low, graduates in Science, 

Technology, Engineering and Mathematics 

too remain low and educational attainment 

is also challenging. These challenges might 

not be visible as we have imported talent 

where shortages were evident however 

for us to survive in the long-run we need to 

address these gaps. Secondly, focus needs to 

be given to developing our rural and urban 

infrastructure. 

A Green Renewal
We need to see a green renewal which 

spans across and within sectors. Climate 

change mitigation and adaptation offer many 

economic opportunities and we need to make a 

conscious decision as a country to refocus our 

development towards regeneration, greening 

our infrastructure and a generally greener 

economy. The EU Green Deal and associated 

funds should serve as a catalyst for Malta to 

invest in this area.

A crisis should be productive. We need to 

stop, think and reflect on our collective future 

more than ever. The current phase will pass 

but it is up to us as a country to determine 

our future and destiny. The economic recovery 

should be a transition towards a sustainable 

economic future which place an improved 

quality of life at the forefront. An economic 

recovery needs to be therefore initiated and 

it needs to be one that promotes inclusive 

and sustainable growth. However, there is also 

a key foundational element that cannot be 

underestimated. So key, that in its absence, all 

talk of economic survival, economic recovery, 

economic future, becomes secondary :

Governing as governance

The events that have unfolded over the past 

seven years have forced us to start thinking on 

the fundamental mechanics of our democracy 

and institutional quality. The state capture 

of institutions, Government agencies and 

regulators has weakened our governance 

system and this has caught the attention of 

international organisations such as GRECO, 

the Venice Commission and MoneyVal. The 

cracks that have become so evident risking 

bringing the economy and the country down 

with a significant reputational cost being paid 

in the interim. 

There is no doubt that governance reform 

needs to be high on the national agenda. 

Reform cannot simply be a knee jerk reaction 

to Greco, Venice and  MoneyVal. Governance 

must be a forma mentis , a natural process 

in every step taken in daily administration. 

Transparency must be a way of life and not a 

form of appeasement. To this effect  a more 

holistic reform  is needed at this juncture that 

goes to the very hearth of Government and 

governing. 

Although definitions of governance vary, 

one can distil some main points about how 

governance can be conceptualised. It refers to 

a complex set of institutions and actors that 

are drawn from but also beyond government. It 

transcends formal institutions and rests on the 

importance of informal rules, norms, values and 

culture. It identifies and manages the power 

dependence in institutional relationships. 

Contrary to governing, governance is not 

merely something governors do, but comprises 

the totality of the interactions between those 

governing and those governed.

Governance is best defined as the whole of 

public as well as private interactions that 

are initiated to solve societal problems and 

create societal opportunities. It includes the 

formulation and application of principles 

guiding those interactions and care for 

institutions that enable them. 

In governance, all kinds of governing activities 

take place, varying from short-term routine 
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decisions aimed at small matters to the 

development of strategic plans pertaining to 

major issues and long-term developments. It 

would be best to visual governance activities 

as a set of layers, with each layer encompassing 

and acting on the layer below. Any governance 

reform in Malta needs to look at all three layers 

as otherwise any reform will be superficial and 

will not stand the test of time. 

The first-tier of governance, looks at solving 

problems and undertaking day-to-day 

management and is something what those 

governing would generally do. It takes place 

wherever people, and their organisations, 

interact in order to solve societal problems and 

create new opportunities. Here, a discussion 

needs to be made on positions of trust as we 

have seen how this position has been abused 

of over the past few years. Secretariats need 

to be structured to bring into the civil service 

the best minds and professionals to actively 

contribute to the development of national 

policies and strategies. A key tenant of this 

order of governance is societal consultation and 

here the MCESD needs to be given priority with 

proper investment to build and become a proper 

research powerhouse that is able to bring the 

social partners together and continuously chart 

the country’s future economic roadmap. 

The second-tier of governance deals with 

the maintenance and design of institutions 

necessary to solve such problems and create 

new opportunities. It deals with developing the 

capacity to undertake first order governance 

by providing the institutional design and set-

up within which such interactions take place. 

It is here that the weakest links exist. Here a 

discussion needs to start on having full-time 

MPs with the right salary package to attract the 

right people to politics. The same needs to be 

done with respect to salaries of ministers and 

the prime minister as it is only this way that we 

will attract the best people Malta has into the 

world of politics. We need a deeper reform of 

the judiciary and law enforcement to truly be 

sure that their independence is guaranteed and 

to ensure that they have the right resources to 

fulfil their responsibilities. The civil service too 

needs to be reformed with meritocracy being 

at its core, a focus on leadership and a digital 

transformation that does not only focus on the 

delivery of services but on the whole experience.

In the third-tier, the main normative principles 

and values are articulated. These guide the 

behaviour of first- and second-order governing. 

Without basic principles or values, no human 

relation or governing interaction can last and 

therefore any governance reform needs to 

start from addressing the values that underpin 

that society and how such values will underpin 

governance and economic activity.

In the fourth-tier, governance can only be 

as strong as media freedoms. It is the role 

of journalists to ensure that issues of bad 

governance are exposed and to ensure that 

government is held to account. Without, a strong 

pluralistic media which is capable of depending 

on reliable and sustainable revenue stream, the 

checks on governance will remain weak. So as 

not to tarnish the role of the media, any form of 

state funding would need to be transparent and 

democratic implemented through an entity that 

is at arm’s length from central government. 

All four tiers of governance are needed for 

effective and legitimate governance, both in the 

short and long term. 

The future is of our making. The future 
is today. 



63

Pre Budget Document 2021

6.1  Supporting the economy 
to recover

With a 15% contraction in GDP, it is evident 

that Malta is entering into a very difficult and 

challenging economic time. With a recession 

underway, Government needs to support 

local businesses to ensure their survival as 

otherwise the resulting loss of jobs will be 

significant. 

Although the Government introduced a first 

set of measures we believe that they were 

and are still not enough for the challenging 

time that we are facing. Although some of 

the measures, such as the vouchers, have 

supported the particular-hard hit hospitality 

sector; the secondary and other ripple ef-

fects are expected to put under considerable 

strain a number of companies across differ-

ent sectors. 

Business owners need to have certainty 

that the Government is going to be able to 

support them throughout their darkest times 

as a number of schemes and measures are 

tapering off. It is also evident that the global 

economy is still not yet recovering as hu-

manity continues to grapple with the spread 

of the virus.

•	 Extend the Wage Supplement to cover 

the full amount to enterprises needing 

support, including new employees, 

whilst providing clear visibility of the 

support up to at least March 2021. 

Extend wage supplement to provide also 

for businesses which are facing severe 

cash flow or profitability challenges and 

not just arbitrary selection of economic 

sectors. Moreover, remove Annex B and 

provide material support to all deserving 

enterprises.

•	 Offer enterprises the opportunity to 

substitute wage supplement to public 

procurement, through the establishment 

of a 'Government Catalogue' of services/

supplies which enterprises can contribute 

towards. This will realise a significant 

uplift in the value for taxpayers' money 

being spent by Government and also 

contribute towards business continuity. 

Businesses will be given the option to 

either stay on the current Covid-19 wage 

supplement (Annex A) or enter into 

a supply agreement with government 

wherein government will acquire a stock 

of services capped at the wage bill of the 

employees for a 6 month period, capped 

at Eur 2,000 per month per employee.

•	 Issue a second set of vouchers to be 

used exclusively in retail, catering outlets 

and cultural events.

•	 Extend  loan moratorium periods for an 

additional six months; extend interest 

rate subsidy of 2.5% to all loans linked to 

new investments; introduce legislation 

with respect to special purpose equity 

investment instruments and to design 

future tax deductions linked to payroll 

and employee retention 

•	 Increased role for Malta Development 

Bank by extending the lending schemes 

and by introducing a mechanism to allow 

companies to borrow back tax paid over 

the last 3 years

•	 Launch a scheme to subsidise commercial 

rents in respect of public property for a 

period of six months, particularly those 

managed by Malta Industrial Parks

•	 VAT rates can be temporarily reduced to 

lower prices. Germany shall be reducing 

its VAT rates from 19 to 16%, and that on 

hospitality from 7% to 5%. 

•	 Companies should be allowed to carry 

back tax losses in 2020 to cover tax due 

in 2018 and 2019

•	 A reduction in commercial and household 

utility rates and fuel should be introduced 

to reflect current market prices. 
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•	 For landlords/tenants that got affected 

by the crisis, provide a tax reduction 

equivalent to the rental sum waived by 

Landlord or to a reasonable percentage 

thereof to aid landlords and tenants to 

work through the crisis

•	 Government should introduce re-training 

schemes and employment support 

programmes for persons who lost their 

job. To this effect a re-employment grant 

scheme where employers that employ 

individuals made redundant due to 

Covid would be assisted by covering Eur 

500/month for one year.

•	 Increase MQF 5 GET QUALIFIED TAX 

REBATE to 100% from current 70% and 

capping to Eur 5,500 from current € 

3,500.

•	 Increase MQF 6 GET QUALIFIED REBATE 

to 85% from current 70% and capping of 

€ 13,500 from €12,500

•	 Identity Malta needs to expedite 

extension of work permits of TCNs who 

are still in employment when they expire

•	 Public bodies to pay SMEs within 15 days 

from date of invoice

•	 Extend eligible costs covered by 

Microinvest to cover Covid consumables 

including disposable and reusable masks, 

disinfection and fumigation services, 

sanitizers and Covid related cleaning 

products and services 

•	 Extend the stamp duty incentive on 

property transfer in Gozo. 

•	 To spread Annual VAT returns over 3 

payments instead of 4 annually and 

thereby improve cash flow situations. 

•	 To consider a temporary tiered 

approach for Corporate Tax Rates  

to enable liquidity and incentivise 

businesses to adhere to tax regimes. 
 
 

6.2 Investing in the core 
sectors for the economy to 
thrive

There is no doubt that the tourism sector is 

one of the worst hit sectors with a fallout af-

fect which is yet to be fully determined. As 

restrictions remain in place, and with Malta 

being redlisted by a number of countries, the 

long-run impact is going to be significant. We 

are cognisant of the fact that many operators 

are also exposed following investments made 

to increase room capacities given the poli-

cy of the previous administration. Other key 

sectors including manufacturing and financial 

services, are also feeling the brunt and will 

feel the full affect further down the line. 

Government needs to be proactive in its ap-

proach and ensure that the core sectors of the 

Maltese economies remain relevant and their 

attractiveness is not eroded in a post-COV-

ID world. We also recognise that a lot of the 

damage the financial services sector is facing 

can be traced back to Government’s corrupt 

practices and destruction of our institutional 

fabric and international reputation.

Tourism

• Extend wage subsidy and support workers 

in their training needs 

• Incentivise more niche tourism by offering 

investment grants for the development of 

such activities

• Launch PPP projects in historical sites with 

a tourism potential including religious, mu-

sical and cultural tourism

• Launch a national tourism strategy that 

addresses the new reality of post-COVID 

travel

• Government should incentivise the up-

grade of the tourism product to attract 

higher quality tourism which can compen-

sate for lower numbers in the coming years
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Manufacturing

• As supply chains have become more frag-

ile; companies are looking at reducing their 

dependency on single suppliers. Malta 

stands to benefit and special incentives 

should be launched for us to attract new 

production lines and companies that are 

looking at finding new production sites

• Accelerated capital allowances to write off 

expenditure on equipment and other in-

vestment during the pandemic up to 100% 

of their costs

• Investment tax credits over the next 2 

years will be extended to all manufactur-

ing companies

• Export oriented firms will have their port 

dues and terminal handling charges sub-

sidised and reduced by 25% for the period 

January to June 2021

• R&D expenditures should be VAT exempt

Financial services

•	 Launch a reputation remediation 

programme to ensure that Malta’s 

reputation is restored

•	 Focus on bringing back dollar 

correspondent banks to ensure that 

Malta’s financial and economic sector 

remains attractive

•	 Review of legislations and regulations to 

ensure that key sectors remain attractive

Construction services

•	 To extend the reduction of stamp duty 

to buyers and transfer tax to seller to 

cover the full year 2021

•	 Launch schemes to boost renovations in 

private buildings, with main emphasis on 

energy efficiency and the aesthetics of 

facades

Agricultural sector
•	 Funding allocated to promote ‘Farm to 

Fork” concept of local produce, ensuring 

food security, hygiene and to support 

Maltese traditional products

•	 To divert EU funds to the agriculture 

sector to ensure that farmers can improve 

their productivity and to enhance the 

value chain

•	 Develop a framework to support farmers 

and herdsmen to develop Producer’s 

Organisation to be able to benefit from 

substantial EU funds

Cultural and Creative Sectors

•	 Contribute towards salaries of creative 

professionals;

•	 Establish a grant scheme to support 

projects which bring together different 

sectors from the cultural and creative 

industries and stakeholders from the 

health sector and the education sector;

•	 To divert EU funds to cultural and 

creative sector to ensure investment 

in identifying and setting up of new 

distribution channels; 

•	 Provide financial incentives for the 

setting up of digital infrastructure that 

would allow the projection or distribution 

of a creative event to an audience;

•	 Establish subsidy schemes to invest in 

New Productions and Projects

•	 Establish a grant scheme to subsidise 

creative projects targeted at local 

communities or vulnerable communities

•	 Refund schemes to cover the income 

lost from implementing social distancing 

measures to productions and projects

Media and Journalism

•	 Continue to provide grants to media 

houses by establishing a minimum 

threshold to which each media house is 

entitled and provide additional financial 

assistance depending on number of 

employees;
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•	 Provide grants for the training of editors 

and journalists

•	 Provide grants for non-commercial 

journalistic ventures such as podcasts 

and video productions

•	  Provide grants for the development and 

distribution of culture and art related 

content 

•	 Subsidise ongoing running costs of 

digital media platforms operated and 

managed by media houses 

6.3 Embracing the future of 
the economy : The Need for a 
long-term Masterplan

As the world continues to recover from the 

COVID-19 pandemic, the focus is going to be 

to design economies that are able to thrive in 

this new global setting. It is going to be crucial 

for Government to ensure that Malta does not 

lose its competitiveness or attractiveness. A 

lot of damage has already been made by the 

previous administration as Malta has lost its 

regional and global standing. 

As we succeeded in the past in develop new 

niche areas both within existing sectors and 

new ones; we need to remain focused on the 

future and ensuring that our economy is well-

placed to reap the opportunities the new 

world order will bring about. 

•	 Supporting start-ups with early stage 

projects that are innovative, technology 

related or sustainability-centric to 

kick-start their idea and shape it in a 

commercial concept. An equity-free 

grant of Eur 15,000 to help start-ups with 

early-stage projects that have a strong 

technology- or eco-related component 

to get started and validate their idea 

before going to the next stage

•	 Extending the support to start-ups with 

early stage projects that are technology-

related or eco-related which have also at 

least one female entrepreneur as part of 

the start-up team

•	 We need to kick-start social 

entrepreneurship with material support. 

Social enterprise has a central role to 

play in the next generation economy. 

Through the proposed stimulus the 

advent of 100 social enterprises would 

be heralded to create best practices of 

excellence across a number of sectors. 

Social enterprise legislation is to be 

enacted following which a grant of Eur 

25,000 will be given to start-up social 

enterprise with a strong degree of 

innovation and a clear social purpose 

framed within the wider social objectives 

•	 Self-employed Revive: helping self-

employed individuals to invest in 

business improvement/efficiency 

optimisation projects, enabling them to 

bounce back from the current economic 

slowdown. A 50/50 grant/tax credit for 

capital investment in digitisation, re/

up-skilling, Covid-related measures and 

eco-related measures. This incentive will 

be subject to the self-employed reaching 

a state of regulatory and environmental 

compliance

•	 A grant equivalent to three years of 

Social Security Contributions paid to 

the self-employed to increase one new 

employee  by September 2021

•	 UpSkill: encouraging enterprises to use 

the slowdown period to retrain and 

upskill their workforce instead of lying 

idle over the challenging period. The 

cost of structured and Malta Enterprise- 

approved training programmes will be 

credited against the Social Security 

Contributions due by the employer up to 

a cap of € 1,000

•	 Zero-Vat for local content creation: 

in order to support the local content 

creation industry and mitigate the 

economic impact of Covid-19 on this 
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industry, introduce a 0% VAT rate for 

any local content/electronic publication 

transaction. This would also apply 

to media houses and digital content 

providers

•	 Investment Support: providing a strong 

support to enterprises to invest in digital 

infrastructure, online sales platforms and 

internal digital integration, subject to the 

introduction of electronic fiscal invoicing. 

Allowing enterprises to deduct 200% of 

the costs incurred in the implementation 

of these projects, subject to introduction 

of electronic fiscal invoicing and full 

implementation in 2021

•	 Supporting M&As: encouraging the 

consolidation of sectors and operating 

facilities with a view of creating industry 

clusters and realising optimised and 

more environmentally sustainable 

enterprises. Waiver of capital gains tax 

and document duty for bona fide M&A’s 

compliant with a set of conditions related 

to fiscal, regulatory and environmental 

standards to be developed jointly with 

industry representatives

•	 Corporate Lending Boost: provide the 

right fiscal environment for enterprises 

with approved investment plans to tap 

into existing liquidity as an alternative 

route for financing 

•	 Lending scheme to allow smaller lenders 

to participate. Provision of a tax credit 

of 100% of tax (capped at Eur 1m per 

individual investor) due by the lender on 

interest received, subject to a standard 

set of minimum terms and conditions 

to protect small lenders and also the 

investing enterprises

•	 Early Stage Venture Capital: providing 

legal certainty and a strong fiscal support 

to companies and investors seeking to 

engage with startups and innovation-

driven enterprises. Applying the regime 

applicable to capital gains on listed 

shares to venture capital investments, 

such that investors would not be taxed 

on the capital gain derived from their exit 

or sale of equity, subject to established 

terms to avoid abuse or profit-shifting

•	 Innovative International Marketing: 

assisting international businesses 

operating in Malta need to adjust their 

marketing efforts to harness digital 

platforms to reach their potential 

market segments, through measures 

such as digital trade fairs and business 

matching events. TradeMalta to launch 

a programme of on-line trade fairs 

and business matching events, to help 

Malta-based international businesses to 

reach their markets and generate new 

business. The programme will promote 

the main events (shaped and led by 

industry), provide financial support for 

participation (75% of participation fees) 

and provide personnel support to help 

in the adoption of these new platforms 

across industries

•	 Launch a national ‘Cluster 

Competitiveness’ initiative to shape 

and expand economic cluster 

competitiveness to facilitate the transfer 

of knowledge, ideas and spearhead 

the creation of economic activity in 

emerging sectors. Clusters are to engage 

experts to draw upon established and 

emerging sectors in Malta, re-examine 

their role in regional value chains and 

suggest concrete ways of boosting their 

competitiveness on an international 

scale. Traditional sectors like tourism 

(with its various specialisations), financial 

services, maritime and aviation blended 

with emerging sectors such as fintech, 

biotech, digital games, AI, specialised 

education and others. Government is 

to provide a fund to co-finance the 

setting up and operating of proper 

cluster organisations for those sectors/ 

niche activities that pass the stage of 

the experts successfully and want to set 
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up an enabling organisation. Whilst the 

administration of the clusters for the first 

three years are to be publicly-funded, 

operationally they should be industry-

led

•	 Product Internationalisation: to 

enable a soft- landing approach for 

internationalising businesses, provide 

support to Malta-based enterprises 

with a functional product that has been 

validated locally and is now seeking to 

take the product or service it has created 

into other markets. A one time grant 

(maximum of €100,000) for eligible 

enterprises, covering eligible expenses 

including direct employment, market 

research, IP registration, legal expenses 

and localised marketing in the territory 

being targeted. Grant will be subject 

to terms and conditions mainly linked 

to viability of the product and business 

plan review 

•	 Launch a new industrial policy for 

Malta which focuses on integrating IoT 

and Industry 4.0 to be able to attract 

new businesses in Malta to try out 

technologies before commercialising 

them 

•	 Implementation of the Artificial 

Intelligence Strategy as a catalyst 

to the much needed Government 

Transformation in a highly changing 

environment

•	 Set up a Centre of Excellence (CoE) for 

Digitilisation and Innovation to carry out 

R&I, develop and implement a policy for 

the integration of Digitilisation across all 

sectors. 

•	 Reactivate the AI task Force within the 

Centre of Excellence

•	 Encourage digital transformation of 

business through the provision of 

investment incentives

•	 Elevate the effectiveness and 

convenience of eGovernment by having 

one portal for the payments of VAT, Tax, 

Financial Incentives and Schemes to 

boost efficiency and quality of services 

to businesses

•	 Government to make available all data 

on an open secure source platform, 

in conformity with privacy standards 

and ethical frameworks, where such 

information could be used by key 

stakeholders to make informed decisions
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6.4 Greening the economy: 
Towards a carbon neutral 
strategy

Our economy needs to be realigned towards 

sustainability. The fast-economic growth, 

fuelled by a strong construction boom, has 

questioned the role of the environment in 

our economic model. The recovery process 

should allow Government to redirect the 

economic model towards one that embraces 

the environment as a key economic partner 

which can itself translate into a fully-fledged 

economic sector generating quality jobs. The 

post-COVID world needs to be a greener 

one which is rooted around sustainability 

and which sees the birth of a proper green 

economic sector.

Moving towards a more circular economy 

could deliver benefits such as reducing 

pressure on the environment, improving 

the security of the supply of raw materials, 

increasing competitiveness, stimulating 

innovation, boosting economic growth, and 

creating jobs. A circular economy enables 

us to change our economic model into one 

where nothing is wasted, and value creation 

maximised.

•	 Launch a new feed-in tariff scheme for 

the investment in solar farms

•	 PPP initiatives to develop solar farms 

and arrays on Government land and 

buildings

•	 Government should set up a special fund 

to address national food security and 

promote local agricultural products.

•	 Launch a scheme to subsidise the 

investment in green roofs and insulated 

walls for residential, commercial and also 

NGOs

•	 Specific schemes for Local Councils to 

green local cities

•	 Subsidise the use of reconstituted stone 

for building purposes

•	 Discuss concrete studies on  a mass rapid 

transit transport system and prioritise to 

one of the top national agenda items 

related to public infrastructure

•	 Launch the concept of green bonds so 

as to raise financing for such ‘green’ 

activities

•	 Providing incentives to companies that 

come up with innovative solutions in 

redesigning plastics usage by facilitating 

reuse of plastics with an after-use pathway 

in mind, designing plastics without toxic 

chemical additive and without planned 

obsolescence for products that cannot 

be currently recycled

•	 Incentivising companies to export waste 

for disposal or treatment to locations 

that have high treatment 

•	 Creating incentives to switch away 

from polluting plastic products such 

as introducing the re-use of glass and 

incentives to consumers  through one-

way deposits. Incentives to encourage 

producers should also be introduced for 

innovative solutions on how to re-cycle 

water that could be used in the cleaning 

process

•	 To incentivise Training and Education in 

Sustainability in the widest context.

•	 Remove VAT on the development of 

LEED Platinum Certified Buildings 

and the electrification of Transport by 

incentivising technological solutions for 

cleaners fleets

•	 Reduce Traffic Congestion by 

incentivising Teleworking and Flexible 

Working Patterns and Night-Time 

Deliveries
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6.6 Quality Employment – 
Providing for better quality 
jobs

While the necessary attention must be 

given to safeguard jobs from a numerical 

perspective in these challenging times, 

Government must not ignore the longer-term 

objective of quality employment. The current 

situation should not serve as an opportunity 

for precarious work to increase its presence 

on our shores.

Technology can play an important role 

in ensuring that basic human rights and 

the principle tenets of health and safety 

regulation are observing to stem the tide of 

safety-related incidents at the workplace.

•	 Creation of portal on which a new 

employee is registered online by the 

employer. This portal would provide 

easy-to-use draft contracts, which ensure 

that the basic rights of employees will 

be included as a default. The registration 

will not be fulfilled unless a contract of 

employment is filled online or uploaded 

online, by this safeguarding employee’s 

ability to refer to their contract online

•	 Workers who work in the private 

sector, with a company tendered 

directly by the government should have 

the same working conditions as the 

same government employees. Work 

regulations orders are to be complied 

to see that conditions such as leave, sick 

leave, allowances etc. are provided. The 

government working conditions should 

be used as a benchmark

•	  Support to the creation of social co-

operatives to recruit workers which had 

been contracted with employers for a 

specific number of years

•	  Provision of quarantine leave to all 

employees with full payment to all 

who are to be put in quarantine. There 

should be no loss of pay, vacation leave 

and this should not be reduced from 

the employee’s sick leave allotment. 

Government should seek an agreement 

with private employers to support this 

burden 

•	 Sick leave not utilized by an employee 

during the year during the past six years 

could be utilized by the same employee, 

in the cases of serious illnesses. Sick leave 

not taken by parents during the past six 

years could be used to stay home to care 

for their children, and or elderly parents 

in cases where there is no one to care for 

them. Parents of these children should 

be given quarantine leave to ensure that 

children are cared for and the situation is 

contained.  Teleworking should be truly 

incentivized through additional benefits 

to employers that allow their employees 

to work from home
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6.7 An inclusive economy : 
Every individual counts

The economic growth registered in Malta has 

not been felt by all citizens. This is confirmed 

by the latest EU-SILC survey which has found 

that poverty has increased in Malta over the 

last few years. Moving forward, we need an 

economic model which is much more inclusive 

than the current one. The economy needs to 

provide the safety net for vulnerable groups 

to allow them to live with dignity and to be 

able to fully participate in society. Due to the 

COVID-triggered economic crisis we need 

to ensure more than ever that our economy 

is inclusive. In addition, we need to ensure 

that the economy serves a higher purpose, 

facilitating human and social development. 

As a country we need to direct our resources 

to investing further in health and education. 

This will moreover help us achieve a better 

quality of life.

•	  Start discussions on the concept of the 

Living Wage and remove the COLA 

adjustment

•	 Launch a regulatory framework for 

telemedicine platforms

•	 Digitise and launch an online platform 

with medical records to support primary 

care

•	 Improved investment in mental health 

services primarily in outpatients

•	 There needs to be a community care 

strategy for supporting mental health 

and this can be done through closer 

collaboration with NGOs especially 

focused on mental health

•	 Start work on a new mental health 

hospital which is modern and addresses 

the conditions that patients currently 

face

•	  Direct more resources to the GUI clinic 

and instil contact tracing protocols to 

ensure that the spread of STDs is curtailed  

•	 Increase the number of state-run 

homes for persons with disability in the 

community setting  

•	 Special leave allocation for parents of 

children with disability to be able to 

attend their children’s required sessions. 

This leave is not to be deducted from the 

normal leave entitlement and nor should 

it effect their salary

•	 Parents with children with disability will 

be entitled to a free session, or a number 

of sessions

•	 Improve the service offered to drug 

addicts seeking professional as to avoid 

long waiting lists 

•	 More incentives in the form of tax credits 

should be given for the purchase of 

sports equipment of training to ensure 

that we have an active population

•	  Launch an economic study to determine 

the affordability of local pensions and 

continue with the pension reform to 

implement the second pillar whilst 

starting to focus on the regulatory 

regime for the third pillar

•	 The bonus for pensioners who reach 75 

should be started at 70 whilst a top-up 

is given at 75

•	 Employees reaching pensionable age 

should be given the opportunity to work 

for the full year thus improving their 

pension

•	 To ensure that vulnerable families are 

given access to broadband internet to 

ensure that their children can participate 

in online education

•	 Malta maintains a high rate of Early 

School Leavers. A study should 

be commissioned to explore this 

phenomenon 

•	 A proper STEAM educational programme 

needs to be launched across all levels of 

education

•	 Relaunch the investment programme 

in a new school per year which the 

Nationalist administration had started
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