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DR BERNARD GRECH
LEADER OF THE OPPOSITION

FOREWORD
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Coming out strong from the pandemic. 
Bolster private investment, employment 
in the private sector. 

For the last 7 years, the Nationalist Party 
has undertaken a continuing exercise of 
shadowing the state and development 
of	public	finances	to	be	able	to	produce	
its own informed alternative vision to 
Government	 for	 the	 following	 year’s	
budget.

The	 picture	 of	 Malta’s	 public	 finances	
right now puts additional responsibility to 
anyone intent on providing leadership to 
the country. Having returned to a situation 
of	surplus	thanks	to	the	sacrifice	of	years	
of	 sound	 financial	 administration,	 our	
public coffers are now back in the red 
and	with	significant	margins.		

Our	 fiscal	 deficit	 for	 2021	 is	 expected	
to close in the region of €1 to €1.5 
billion, roughly 412 million off target 
from	the	Finance	Ministry’s	forecasts.	The	
pandemic and its effects on key economic 
sectors, in particular, tourism, account for 
the	above	figures	only	in	part.	

A good part of Government spending 
is	 attributable	 to	 inefficiency	 in	 public	
procurement with a systemic use of 

non-competitive practices. We believe 
the public deserves a fair return on 
taxpayer money. Two contracts alone, 
sealed in very doubtful circumstances, 
are dealing a continuing blow to 
Malta’s	 competiveness	 while	 tying	
Government’s	 hands	 for	 decades	 with	
over a billion euro in payments and 
higher prices. These are the Vitals/
Steward Hospitals concession, which the 
Auditor General condemns as irregular, 
and the Electrogas venture, which 
obliges Maltese industry and public to 
buy energy at higher prices than those 
available in the continent thanks to the 
interconnector. 

A PN government would secure a cut 
with the past on these contracts and 
secure real value for money in all public 
utilities.

We believe that public administration 
must stimulate an open and competitive 
business environment, leading by 
example. Public procurement and overall 
government demeanour are fundamental 
levers	 to	 open	 up	 Malta’s	 perspectives	
to sustainability in business, stimulating 
enterprise in the green economy and 
the digital transition now bolstered by 
copious EU funding opportunities. 
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Most importantly, our economy needs to 
sustain and build itself on private sector 
growth.	 This	 year’s	 figures	 show	 that	
while government grows on all fronts, 
the private sector shrinks on most fronts, 
from	 the	 figures	 in	 manufacturing	 and	
exports	 to	 the	 figures	 in	 retail	 trade	
and employment in the private sector. 
Part of this is down to the Covid-19. A 
large part of it is however due to lack of 
proper planning and foresight by those 
in charge. We must now go beyond 
the temporary reprieve of pandemic 
assistance and chart out a path to 
recovery based on sustainable growth.

The	 figures	 in	 the	 manufacturing	 sector	
speak of the daily challenge faced by 
Malta based industry to compete on 
the continent. The Nationalist Party is 
taking the lead and proposing solutions 
in this regard. Our intent is to establish 
a dedicated funding mechanism to 
alleviate transport costs for Maltese 
manufacturing initiatives. We also need 
to play a much more active role at 
the European level where it comes to 
existing or new EU rules affecting our 
competitiveness. 

A new government led by myself would 
also treat the services economy with 

the respect it deserves. Industries like 
gaming	 and	 financial	 services	 were	
built with the dedication and integrity of 
thousands of professionals to become 
the goose laying the golden egg of the 
Maltese economy. These last few years 
the farmer in charge is mistreating that 
goose. I would not let further doubt 
to fester on whether Malta is serious 
enough	 in	 its	 fight	 against	 money	
laundering or corruption. We will be 
fearless and uncompromising in seeing 
that those in charge or at fault render 
account in front of the law, starting from 
the very top.

We	believe	that	Government’s	overriding	
duty is to ensure that it provides the 
setting for private enterprise to prosper 
in its innovation providing the drive 
and leading with integrity. This is my 
commitment with the people of Malta 
and Gozo as Leader of the Nationalist 
Party with the ambition of leading the 
next Government. 

In	 the	 following	 pages,	 you	 will	 find	
our economic vision with a focus on 
concrete measures we would deploy as 
part of the 2021-2022 budget. I invite 
you to read through and get in touch for 
a follow up.
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We believe 
that public 
administration 
has to stimulate 
an open and 
competitive 
business 
environment

“
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DR MARIO DE MARCO
OPPOSITION SPOKESPERSON FOR FINANCE 

FOREWORD



RECOVERY, GROWTH, SUCCESS

Change, it is said, is inevitable. There are 
times, however, when it is also essential. 
As a nation, we are going through such 
a period. We need to undergo a process 
of change to deal with issues that, if left 
unchecked, can seriously damage our 
economy and our society in the medium 
and long term.

This	document	highlights	five	main	areas	
of concern that need to be addressed 
immediately	 and	 identifies	 solutions	
to them. Sadly, this is much more than 
the government is prepared to do. This 
government took and continues to take 
the ostrich approach, refusing to even 
acknowledge that a problem exists until 
it’s	 too	 late.	 Government	 refused	 to	
accept that our institutions were failing. 
Government refused to accept that 
public	 finances	 were	 not,	 contrary	 to	
perception,	on	solid	footing.	The	first	step	
to solving a problem is acknowledging 
that it exists. Only then can one address 
the problem and rectify it. 

The	first	issue	highlighted	in	the	thematic	
part of this document is the deterioration 
of	 the	 country’s	 rule	 of	 law.	 This	
government has systematically eroded 
the rule of law in our country. This erosion 
was the catalyst for a number of grave 
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events culminating in the assassination of 
Daphne Caruana Galizia and eventually 
the grey-listing of Malta. After years of 
denial, government had to accept that 
the situation is indeed precarious. This 
document looks into the state of affairs 
on this front and looks at how Malta can 
emerge stronger from this grey hole.

The second issue is the lingering impact 
of COVID-19 both on our economy and 
on our society at large. It must be said 
that our national efforts here were, in 
the main, positive although there were 
instances where government deviated 
from	the	experts’	advice	and	this	to	the	
detriment of society. The reality is that 
COVID is not going away any time 
soon and we need to adapt to this new 
reality. In this document, we look at how 
this can be achieved. 

The	 third	 issue	 is	 government	 finances.	
Malta currently has one of the highest 
deficit	 rates	 in	 the	 European	 Union.	
Government’s	 own	 projections	 on	 debt	
and	 deficit	 management	 are	 way	 off	
target. Clearly this government has lost 
control	 of	 public	 finances.	 Contrary	
to what government is saying, this 
is not solely the result of measures 
related COVID-19. This document will 
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show	 how	 government	 finances	 were	
deteriorating before COVID struck and 
unless government recognises this fact 
and takes remedial action, the debt and 
deficit	situation	will	only	get	worse.	

The fourth issue is the labour market. 
Post-2013, government pursued a 
policy of growing the economy by 
growing the labour market. The present 
Minister of Finance, then at the helm 
of the Employment Authority, was a 
champion of this policy. That policy was 
unsustainable and became even more 
so when COVID struck. We are now 
starting to feel the pressure caused by this 
ill-advised and badly-executed policy. 
Definitely	another	area	where	change	is	
not only necessary but imperative. 

The	 fifth	 issue	 is	 new	 economic	
opportunities. This is an area which was 
completely neglected by government for 
the past eight years. This government 

rested heavily on the economic sectors 
created by previous administrations 
and had zero interest in creating new 
business ventures other than selling 
passports and trying to create high-risk 
business ventures in shady industries. 
Not moving forward is sometimes akin to 
moving backwards. This is certainly the 
case here. As our traditional economic 
sectors are undergoing change, 
change that can seriously impact our 
competitiveness,	 we	 find	 that	 we	 have	
no new emerging sectors to rely on. This 
needs to change. 

Within this scenario, the Nationalist 
Party is putting forward proposals for 
Malta to recover, grow and succeed in 
the post-COVID world. This document is a 
reflection	of	our	belief	that	Malta	can	do	
better, should do better, must do better. 
We excelled in the past and can become 
once again a centre of excellence, a 
benchmark for other countries.
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This document 
highlights	five	
main areas of 
concern that 
need to be 
addressed 

“
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Global economy is set to grow by 5.7% in 2021 and 6% in 2022. The EU is predicting 
slower growth rates: 4.8% (2021) and 4.5% (2022). The Central Bank of Malta is 
projecting	a	5.1%	growth	rate	in	2021	and	5.9%	growth	in	2022.	Number	of	persons	
at risk of poverty in 2020 stood at 97,000. Unemployment is hovering around the 
4% mark. During 2020, total retail in Malta declined by 6.3% while that of the EU 
declined by 0.5%. 

Global Economic Outlook
After the troublesome 2020 which put the world economy in the worst recession for 
a century, the global economy is expected to start its road to recovery this year. The 
International	Monetary	Fund	(IMF)	is	projecting	a	growth	of	5.7%1 in 2021 and 6 % 
in 2022. This is the fastest post-recession pace in some 80 years. The rate of growth 
is dependent on the vaccine roll-out and its effectiveness in combating new variants. 

European Union Economic Outlook
Recovery in the European Union is also dependent on identifying solutions to supply 
chain challenges which are already dampening recovery. These include shortages of 
raw materials and the increase in energy and commodity prices which are expected 
to	have	a	significant	 impact	on	 the	headline	rate	of	 inflation,	way	above	 the	2%	
benchmark considered to be synonomous with price stability.

According	to	the	EU’s	latest	projections	GDP	is	expected	to	accelerate	by	4.8%	in	
2021	and	4.5%	in	2022.	These	levels	are	slightly	lower	than	the	global	projections	
of	the	IMF	and	the	World	Bank	who	are	projecting	growth	rates	of	5.8%	and	6.0%	
respectively. 

The	pace	of	growth	is	expected	to	vary	significantly	between	Member	States.		The	
volume	of	output	is	projected	to	return	to	its	pre-crisis	levels	(2019-Q4)	in	the	last	quarter	
of this year. These growth levels will also be boosted through the implementation 
of the Recovery and Resilience measures, particularly through higher public and 
private expenditure.

These	developments	had	a	positive	impact	on	the	job	market,	with	Eurostat	showing	
a decrease in unemployment across the continent. The unemployment rate in the EU 
was	7.3%	in	April	(8%	in	the	euro	area).	At	the	same	time,	the	job	vacancy	rate	has	
steadily	increased	from	its	trough	in	2020-Q2	to	1.9%	in	the	first	quarter	of	this	year,	
still below the 2.1% seen in 2019-Q4.

These	projections	are	heavily	dependent	on	developments	related	to	the	pandemic	
and on the pace of withdrawal of the governmental support measures across the 
continent.

1 All data in this document, unless otherwise stated, is based on data available by the end of July 
2021.
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Table 1 GDP and Inflation 2020-2022

Source: European Commission
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Malta: An uncertain recovery
Real	GDP	in	Malta	for	2020	declined	by	more	than	the	European	Union’s	average,	
explained	 by	 the	 country’s	 exposure	 to	 earnings	 from	 tourism	 which	 was	 one	 of	
hardest hit sectors by the pandemic. While GDP growth for the EU declined by 6.0% 
in	2020,	Malta’s	GDP	declined	by	8.3%	during	the	same	period.	The	same	trend	
seemed	to	follow	in	the	first	half	of	2021,	partially	explained	by	the	strong	increase	
in	 the	 number	 of	 COVID-19	 related	 cases	 that	 were	 experienced	 during	 the	 first	
quarter	of	2021.

The	Central	Bank	of	Malta	revised	its	GDP	projections	upwards	to	5.1%	in	2021,	to	
5.9%	in	2022,	and	4.7%	in	2023.	In	delivering	these	projections,	the	Bank	referred	
to stronger than previously expected private consumption and non-tourism exports, 
as well as improved consumer sentiment as a result of a higher vaccination rate, and 
higher foreign demand. On the other hand, the Bank sees labour shortages and 
weaker	than	expected	tourism	as	a	challenge	to	the	projected	growth	rate.

Although the economy has started to gradually recover during the summer season, 
uncertainty remains substantial, and worsened with factors unrelated to the pandemic, 
namely	the	structural	deficiencies	resulting	in	significant	skill	mismatches,	a	relatively	
high-level of early school leavers, an employment rate which struggles to reach the 
EU average, and, more worryingly, the challenges related to governance, corruption 
and	poor	anti-money	laundering	oversight	which	have	led	to	Malta’s	grey-listing	by	
the Financial Action Task Force (FATF).

Table 2: GDP Growth Rates, Malta and the EU: 2008 - 2021

Year Nominal GDP Growth (%) Real GDP Growth (%) Real GDP 
gapMalta EU Malta EU

2008  7.2  3.2  3.8  0.6  3.2 
2009  0.9 -4.5 -1.1 -4.3  3.2 
2010  8.9  3.7  5.5  2.2  3.3 
2011  1.6  3.1  0.5  1.8 -1.4 
2012  6.4  0.6  4.1 -0.7  4.9 
2013  7.9  1.1  5.5 -0.0  5.5 
2014  10.2  2.3  7.6  1.6  6.1 
2015  14.2  3.7  9.6  2.3  7.3 
2016  5.7  2.8  3.8  2.0  1.8 
2017  10.9  4.1  8.6  2.8  5.8 
2018  7.5  3.5  5.2  2.1  3.0 
2019  8.2  3.4  5.7  1.6  3.8 
2020 -7.1 -4.5 -8.3 -6.0 -1.8 
2020 
s1 -5.2 -6.4 -6.7 -8.2  1.5 
2021 
s1  0.2  0.8 -0.5 -0.2 -0.3 

Source: Eurostat; 2021 s1 estimate
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Economic growth was not for all
The higher-than-average economic growth in Malta over the last nine years did not 
translate into an improved standard of living for all. In fact, the number of people 
at risk of poverty increased. Presently, there are over 97,000 persons at risk of 
poverty compared to 81,000 in 2008. Conversely, the percentage of people at risk 
of	poverty	or	social	exclusion	declined	to	20.1%	from	a	high	of	24.6%	in	2013	–	a	
fact that could be attributed to the increase in the population that would dilute the 
percentage of persons in this category. Beyond absolutes and percentages, it is high 
time	that	a	better,	more	realistic	way	is	found	to	measure	quality	of	life	taking	into	
account the realities of life in the 21st century.  
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Table 3: At risk of poverty or social exclusion: 2008 - 2019

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

2008  81.0  20.1 
2009  82.0  20.3 
2010  86.0  21.2 
2011  90.0  22.1 
2012  94.0  23.1 
2013  101.9  24.6 
2014  100.5  23.9 
2015  99.2  23.0 
2016  89.8  20.3 
2017  87.5  19.3 
2018  88.8  19.0 
2019  97.2  20.1 

Source: NSO
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Employment
According	to	the	National	Statistics	Office	(NSO),	the	number	of	persons	registering	
for work in June 2021 was 1,711, representing a drop of 2,559 when compared 
to the corresponding month in 2020. In the same reference period, the number of 
unemployed persons was 9,840, with the unemployed males and the 25 to 74 age 
group	 being	 the	 major	 contributors	 to	 the	 overall	 level	 of	 unemployment.	 	 In	 this	
context, unemployment levels remain among the lowest in the European Union.

At	3.9%,	the	unemployment	rate	in	the	first	quarter	of	the	year	showed	an	improvement	
on the 4.4% registered during Q4-2020 but still lagged behind the 3.6% registered 
a year ago. Undoubtedly, the increase in public sector recruitment is contributing to 
keeping unemployment levels low. 

Table 4: Female participation rate (15 to 64 years) : 2008 - 2021

Year Participation rate
Malta EU

2008  40.4  62.8 
2009  41.2  63.3 
2010  42.5  63.7 
2011  44.7  64.1 
2012  48.9  64.9 
2013  52.0  65.4 
2014  54.3  65.8 
2015  55.5  66.1 
2016  58.0  66.6 
2017  60.2  67.1 
2018  63.8  67.5 
2019  65.5  67.9 
2020  67.7  67.5 
 
2020	q1  67.8  67.7 
2021	q1  68.3  67.3 

Source: Eurostat, Labour Force Survey

Businesses in Malta are currently facing a labour shortage due to the outbound 
migration experienced during the pandemic. In the past years, Maltese economic 
growth relied heavily on the importation of foreign workers. With thousands of third 
country	nationals	leaving,	a	number	of	employers	have	found	it	difficult	to	fill	vacancies,	
a situation compounded with a relatively high-share of low-skilled adults, as highlighted 
in the Country Report for Malta (2020) prepared by the European Commission. 

Labour policy and developments in employment are tackled in greater detail in the 
Chapter entitled “A Labour policy that Makes sense”.
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International Trade
As expected, throughout 2020 Malta registered a drop in both imports and exports, 
at	27.5%	and	11.4%	respectively.	However,	this	challenge	persisted	in	the	first	half	of	
2021, with data for January-June showing that both imports and exports decreased 
by €79.8 million and €101.0 million, respectively, and amounted to €2,832.4 
million and €1,518.1 million. Lower imports were mainly recorded in Machinery and 
transport	equipment	(€72.1	million).	On	the	exports	side,	Mineral	fuels,	lubricants	
and	related	materials	(€147.1	million),	Machinery	and	transport	equipment	(€61.3	
million) and Food (€31.2 million) accounted for the main declines, partly offset by 
an increase in Chemicals.

Table 5: International trade (€000): 2008 - 2021

Year Imports Exports Balance of trade Exports net of fuels
2008  3,603,628  2,366,999 -1,236,629  2,021,368 
2009  3,210,244  2,048,649 -1,161,596  1,628,907 
2010  3,818,405  2,704,936 -1,113,469  2,062,989 
2011  4,520,478  3,150,538 -1,369,940  2,163,586 
2012  5,135,195  3,308,109 -1,827,086  2,362,729 
2013  4,628,290  2,752,563 -1,875,727  2,224,542 
2014  5,132,097  2,205,561 -2,926,535  2,013,141 
2015  5,442,696  2,354,971 -3,087,725  2,043,791 
2016  5,811,104  2,879,209 -2,931,895  2,640,781 
2017  5,311,858  2,523,785 -2,788,072  2,090,599 
2018  5,734,307  2,704,475 -3,029,832  2,290,265 
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2019  6,594,257  2,839,241 -3,755,015  2,455,388 
2020  4,588,692  2,343,789 -2,244,904  2,266,567 
2020 s1  2,449,176  1,119,511 -1,329,665  1,088,851 
2021 s1  2,386,464  1,190,447 -1,196,018  1,113,622 

Source: Eurostat, May and June estimate

Table 6: Exports of main commodities (€000)

Year 2020 s1 2021 s1
Miscellaneous Edible Preparations  19,295  17,799 
Fuels  30,660  76,825 
Pharmaceutical Products  157,344  219,397 
Printing  128,121  137,750 
Electrical	machinery	and	Equipment  307,788  307,368 
Others  476,302  431,307 

Source: Eurostat
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Retail trade
The retail sector both locally and in the EU was hard hit by the global pandemic, 
though it must be said that the pandemic hit Malta much harder than the EU average. 

Total retail in Malta declined by 6.3% while that of the EU declined by 0.5% in 
2020.	The	situation	worsened	in	2021.	In	the	first	half	of	2021,	retail	trade	registered	
an even greater decline, at a level of 8.3%, compared to the EU drop of 3.1%.
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Table 7: Retail Trade 2008 - 2020

Year
Total retail trade Retail trade excluding fuel

Malta % 
change EU % 

change Malta % 
change EU % 

change
2008  85.6 -2.7  

100.0 -0.4  91.7 -5.5  98.6 -0.5 

2009  84.5 -1.3  97.4 -2.6  89.6 -2.3  96.2 -2.4 
2010  95.5  13.0  98.0  0.6  100.3  11.9  97.1  0.9 
2011  93.4 -2.2  97.3 -0.7  94.3 -6.0  96.6 -0.5 
2012  94.0  0.6  95.8 -1.5  96.4  2.2  95.6 -1.0 
2013  93.6 -0.4  95.5 -0.3  95.8 -0.6  95.4 -0.2 
2014  93.3 -0.3  96.9  1.5  93.7 -2.2  96.9  1.6 
2015  99.9  7.1 100.0  3.2  100.0  6.7 100.0  3.2 
2016 102.8  2.9 102.1  2.1  102.4  2.4 102.2  2.2 

2017  108.1  5.2 105.1  2.9  107.3  4.8  
105.2  2.9 

2018 109.9  1.7 107.3  2.1  109.5  2.1 107.5  2.2 
2019  117.7  7.1  110.1  2.6  119.1  8.8 110.5  2.8 
2020  110.3 -6.3 109.5 -0.5  112.8 -5.3  111.0  0.5 
 
2020 
s1  114.5  2.6 105.3 -0.3  116.1  3.4 105.8  0.1 
2021 
s1 105.0 -8.3 102.0 -3.1  107.2 -7.6 103.5 -2.2 

Source: Eurostat
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Inflation
While	 remaining	 subdued	 in	 2020,	 the	 inflation	 rate	 has	 been	 picking	 up	 pace,	
reaching 1.47% in June 2021, an increase of 0.20% on May 2021 (NSO). The 
major	contributor	to	this	increase	came	from	the	Food	industry,	implying	a	greater	
burden on low-income families. According to the European Commission, the increase 
in energy and imported goods prices and a recovery in the tourism and hospitality 
sectors	are	set	to	increase	price	pressures	in	2021,	driving	HICP	inflation	to	1.6%	
next	year.	In	August,	the	annual	inflation	rate	went	over	the	2%	threshold	for	the	first	
time in more than two years, reaching 2.08%, up from 1.81% in July 2021.
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Global 
economy is 
set to grow 
by 5.7% in 
2021 and 
6% in 2022.

“



RE-ESTABLISHING 
MALTA AS A 
CENTRE OF 

EXCELLENCE 
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On June 25 2021, Malta put on the FATF greylist. The Opposition offered to work with 
Government on a National Task Force to bring Malta back on the white list without 
delay.	This	offer	was	refused.	Much	needs	to	be	done	to	restore	Malta’s	reputation	
not	 least	 by	 guaranteeing	 state	 authorities’	 independence	 from	 Government’s	
control.	The	PN	is	putting	forward	10	proposals	to	help	restore	Malta’s	reputation	
and strengthen good governance. 

Restoring Malta’s reputation: a pressing need
On	June	25	2021,	the	FATF	placed	Malta	on	its	grey	list.	While	grey-list	classification	is	
not as negative as the blacklist, countries on the list may still face economic sanctions 
from institutions like the IMF and the World Bank and experience adverse effects 
on trade. This vote, taken by a respected international institution, was not a result 
of	a	sporadic	‘mistake’	by	the	country	and	its	leaders,	but	a	lengthy	process	during	
which	Malta’s	culture	of	compliance	was	eroded,	while	institutions	were	rendered	
ineffective to allow crime to fester with deep connections to the top brass of the 
country.

A pre-meditated roadmap, starting before the 2013 general election, the rapid 
deterioration of press freedom, the licensing of shady banks pushed away by other 
jurisdictions,	dubious	financial	companies	and	gaming	companies	were	nothing	but	
channels for money laundering which were used by the people in power. This is 
a process which continued when politicians continued to defend fellow politicians 
caught	 with	 a	 finger	 in	 the	 pie;	 a	 process	 which	 climaxed	 with	 the	 killing	 of	 a	
journalist,	and	which	continued	with	the	delegitimisation	of	our	law	courts,	our	police	
force,	our	gaming	and	financial	services	regulators	with	appointments	which	were	
either incompetent or otherwise put cronies in place, to ensure that crime thrived, 
and impunity reigned. One example of this criminalisation of the country was the 
unchecked way through which Pilatus Bank allowed hundreds of millions of euros 
to be funnelled and laundered through it, with authorities granting it a clean bill of 
health.

Malta’s	 institutional	 failures	and	the	government’s	 lack	of	 interest	 in	upholding	 its	
international	obligations	in	combatting	financial	crime	led	to	Malta	being	grey-listed	
despite	Government’s	assurances	that	this	will	not	be	the	case.	

Despite	 Government’s	 attempts	 to	 depict	 a	 “business-as	 usual”	 attitude,	 the	 first	
grey-listing	of	an	EU	country	immediately	created	shockwaves	in	financial	services	
and related industry, with a number of international entities surrendering their 
financial	services	licence	while	credit	rating	agency	Fitch	changed	Malta’s	outlook	to	
negative.	A	survey	carried	out	by	the	Malta	Employers’	Association	found	that	88%	
of respondents believe that the FATF Grey listing will leave a negative impact on the 
Maltese economy, with 64% anticipating strong repercussions. 71% anticipate that 
the grey listing will affect their business directly. 

Sadly,	Malta	has	lost	its	reputation	as	a	centre	of	excellence.	The	country’s	reputation	
is at the lowest it has ever been. This, while tragic, is also an opportunity for a fresh 
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start. A fresh start in which the country must shed the culture of impunity, a fresh start 
where institutions are allowed to carry out their work without interference and are 
adequately	resourced	to	do	so.	A	fresh	start	where	laws	are	respected	by	one	and	
all, including those at the centre of power. 

This is why the Nationalist Party is reiterating the call for the setup of a national 
task force which assumes responsibility for the implementation of the necessary 
measures,	 bringing	 together	 all	 stakeholders	 involved.	 Sadly,	 upon	 taking	 office,	
the Labour government moved away from the traditional bipartisan approach in 
matters	related	to	financial	services.	Nowadays,	the	country	needs	more	than	a	bi-
partisan committee. An expert taskforce answerable to a bi-partisan parliamentary 
committee	can	bring	about	a	more	objective	and	much-needed	reform.	

Malta needs to address both the corruption and the perception of corruption. Sadly, 
it might well be that eliminating the perception of corruption will be even more 
difficult	than	fighting	corruption.	Malta	needs	to	show	national	stakeholders,	honest	
businesses, and international stakeholders that it can be trusted to act in line with 
internationally recognised standards. This goes beyond the implementation of EU 
directives	against	money	laundering	and	terrorist	finances.	Regaining	trust	so	that	
we	are	moved	off	the	grey	list	requires	a	culture	change.	From	a	culture	of	impunity	
to a culture of integrity. 

As	a	first	step,	the	country	needs	to	do	away	with	the	system	of	political	patronage	
that was adopted by this administration when considering appointments in top 
administrative positions. Key appointments in state institutions, particularly in state 
authorities, should be done purely on merit.  

The second step is to guarantee the autonomy of state authorities.  The Maltese 
authorities’	 inability	 to	secure	a	single	money	 laundering	conviction	over	 the	past	
couple of years was a point of concern raised by the international experts. The 
last convictions date back to 2018, according to reports. This issue had already 
been	flagged	in	the	first	warning	shots	by	Moneyval	back	in	2019.	Moneyval	had	
pointed out that more needs to be done to secure arrests and convictions particularly 
in	 relation	 to	what	 they	 termed	as	high-profile	cases	 involving	politically	exposed	
persons.

In this context, reference must be made to the Asset Recovery Bureau. Despite being 
set up in 2015, this institution was not given the tools to operate for at least a 
couple	of	years.	The	position	of	Chief	Executive	Officer	was	left	vacant	for	the	past	
twelve months. The reason seems to be that the Minister is unhappy with the person 
identified	for	the	position.	This	is	wrong.	Key	positions	such	as	this,	which	ultimately	
are a means of holding government accountable, cannot depend on the whim of a 
Minister. This is the culture change that the country should collectively move away 
from. The Nationalist Party is prepared to do its part in delivering this change in 
culture.
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Looking ahead
Over the coming months, until substantial progress in addressing the shortfalls 
identified	 by	 FATF,	 Malta	 will	 have	 limited	 space	 for	 maneuvering.	 Despite	 these	
restrictions, as a country we should take the initiative and determine our future path. 

One	 of	 the	 major	 effects	 of	 the	 COVID-19	 pandemic	 was	 to	 accelerate	 digital	
engagement, as globally, mobile banking transactions shot up, personal investment 
apps registered record transaction volumes, and call-centre personnel kept customer 
support going by working remotely. As a recent study by Forbes concluded, from 
financial	services	institutions	to	vendors,	regulators,	and	supervisors,	2021	is	a	year	
of	deliberate	cultural	transformation	to	find	new	ways	of	working	together	to	create	
safer,	cheaper,	more	inclusive,	and	more	equitable	financial	markets.	

As	the	world	slowly	moves	towards	‘normality’,	it	is	important	that,	as	a	country,	we	
identify	the	positive	long-term	trends	that	emerged	from	this	crisis.	For	the	financial	
industry, we have to rethink and refocus on the issues that truly matter for customers. 

This includes digital and green transformation. 

The	country	must	proactively	embrace	this	change	–	both	 in	our	product	offering	
and	delivery.	Assistance	should	be	provided	to	financial	companies	to	embrace	and	
invest	 in	 more	 personalised	 solutions	 particularly	 in	 the	 field	 of	 insurance.	 Malta	
should be on the forefront of the cashless society, particularly by identifying new 
products that have cross-generation appeal, solutions which allow users to access 
financial	information	and	transact	on	their	smartphones.	

While	 continued	 investment	 in	 financial	 technology	 is	 inevitable,	 this	 must	 be	
underpinned by investment in cybersecurity and investment at the regulator/
authorities’	end.



LIST OF PN’S 
PROPOSALS TO 
STRENGTHEN MALTA’S 
REPUTATION AND 
IMPROVE GOOD 
GOVERNANCE
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Proposals for the Strengthening of State Institutions

1. PN proposes that an investigation is carried out of each and every one of the 
awarded public contracts for which the Auditor General has found administrative 
or government shortcomings with the purpose of ensuring that the public interest 
takes priority in each of those contracts.

2. PN	recognises	the	need	to	strengthen	the	role	of	the	Office	of	the	Ombudsman	
to	 ensure	 that	 individuals	 who	 are	 found	 to	 have	 been	 unjustly	 treated	 by	 the	
administration receive effective redress. For this purpose, PN proposes that a system 
of	checks	be	brought	into	effect	to	ensure	that	government’s	failure	to	implement	
any	of	the	Ombudsman’s	recommendations	be	scrutinised	by	Parliament.		

3. PN proposes a review of the parliamentary Committee on Standards in Public 
Life with the purpose of establishing a procedure which is more apt at addressing 
breaches	of	ethics	by	members	of	parliament	more	efficiently	and	effectively.

4. PN proposes that a process of audit is undertaken of legislative, regulatory and 
institutional standards with the purpose of identifying what is needed to establish a 
regime which prevents collusion between politicians and business.

5. PN	 recognises	 the	 benefits	 of	 the	 study	 carried	 out	 by	 the	 Malta	 Chamber	 of	
Commerce, Enterprise and Industry on public procurement and proposes that a 
committee	of	experts	be	appointed	to	analyse	and	propose	the	required	reform	to	
public	procurement	with	the	scope	of	ensuring	a	level	playing	field	for	businesses.	

6. The	Public	Inquiry	report	into	the	State’s	Involvement	in	the	assassination	of	Daphne	
Caruana Galizia has shown not only that the highest echelons of political power 
were intertwined with corrupt business and criminality, but it also exposed those 
who were appointed to serve on state authorities and who participated in the 
network of politicians, business and criminality thereby facilitating impunity. The 
current code of ethics has not been enough to address this. A culture of participation 
in	the	facilitation	of	corruption	and	consequent	impunity	can	start	being	changed	
with the introduction of: (i) the offence of abuse of power or abuse of public trust. 
This	will	mirror	the	French	concept	of	‘abus	de	confiance’	or	the	Italian	concept	of	
‘abuso	d’ufficio’;	and	(ii)	a	review	of	the	code	of	ethics	and	actions	consequent	to	
a breach of that code.

Proposals to strengthen the fight against Money Laundering:

1. Money	laundering	is	a	complex	crime	which	often	spans	different	jurisdictions.	
Its proper investigation and effective prosecution cannot take place unless those 
tasked with investigating and prosecuting are provided with the necessary 
capacity,	 have	 the	 necessary	 expertise,	 and	 are	 sufficiently	 connected	 with	
other investigating agencies. While recognising the efforts made by FIAU and 
FCID, Malta can only regain the trust it needs to reach international standards 
if both institutions are provided with the necessary resources. For this purpose, 
PN proposes that a taskforce of experts is appointed to review the capacity 
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and knowledge base of both institutions and for the taskforce to propose an 
action	plan	with	targeted	objectives	and	outcomes	to	ensure	that	both	institutions	
build	the	necessary	capacity	and	capability	to	be	able	to	efficiently	investigate,	
effectively prosecute and fruitfully network with their counterparts abroad. 

2. The	PN	also	recognises	 that	both	 institutions	find	 it	difficult	 to	engage	persons	
with	expert	knowledge	needed	to	investigate	and	prosecute	financial	crime	as	
they compete within a market which often offers better employment conditions 
matching	the	expertise	of	possible	employees.	PN’s	proposal	 is	 to	ensure	that	
both	institutions	are	provided	with	a	budget	which	is	sufficient	for	each	of	them	to	
be able to compete on the market for the best human resources available. 

3. High level training schemes for those already employed within the institutions 
investigating	 financial	 crime	 are	 needed	 to	 ensure	 that	 current	 capacity	 and	
capability is advanced. 

4. Financial crime investigations need to take place within a legislative framework that 
facilitates	effective	investigations	in	the	light	of	the	complexity	of	financial	crimes	
while safeguarding procedural rights for those placed under investigation. For 
this purpose, PN proposes the introduction of an Unexplained Wealth legislation 
which would allow investigative authorities to issue unexplained wealth orders 
on	persons	whose	official	income	does	not	explain	their	assets.	

The PN also favours various proposals put forward by the Malta Chamber of 
Commerce, Enterprise and Industry aimed at regulating lobbying and reforming the 
public procurement process, namely: 
• A Register of Lobbyists to be maintained by the Commissioner for Standards in 

Public Life and the drafting of a Lobbying Act which regulates how and when 
lobbying	is	allowed	and	done;

• The	inclusion	of	an	integrity	certification	for	key	positions	whereby	such	persons	
undergo	yearly	training	and	examination	on	public	procurement	rules;

• Limit	and	exercise	a	tighter	control	on	Direct	Orders;

• Mandatory	publication	of	a	procurement	outlook	every	six	months	in	advance;

• Implementation	of	a	Public	Contract	Register	which	would	minute	all	modifications	
post-award;

• Widening	of	scope	of	Public	Contract	Review	Board’s	(PCRB)	and	competence	to	
include scrutiny of all direct orders;





MALTA 
POST-COVID-19
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GDP in 2020 contracted by 7.8%. In Q2 of 2021, overall value added was still below 
that	of	pre-pandemic	levels	by	just	under	3%.	Decrease	is	buoyed	by	higher	public-
sector spending, mainly due to higher wage bill. Medium to long term effects of COVID 
might be felt on the rental market with employers and employees opting more for 
home working. This could produce a glut of commercial premises on the local market. 
One should also monitor the medium to long term impacts on the tourism industry. 
Average	earnings	across	all	sectors	(bar	public	sector)	fell	in	the	first	quarter	of	2021	
when	compared	to	the	first	quarter	of	2020.	The	PN	is	putting	forward	three	broad	
range proposals to help ensure that Malta emerges from this crisis stronger.

Extent of COVID-19 Economic Recovery - Gainers and losers as at Q2 
2021
The	outbreak	of	the	pandemic,	with	the	first	case	reported	locally	during	the	first	week	
of March 2020, was followed by travel restrictions, partial lockdowns and other 
social distancing measures. These contributed to a wipe-out of certain activities. The 
largest	impact	was	felt	in	the	hospitality	and	entertainment	sector.	Official	figures	for	
Malta show that GDP in 2020 contracted by -7.8% over 2019 levels.

Table 8 below takes stock on the extent of the local economic recovery as at June 
2021. Currently, the government support measures, including the wage supplement, 
tax	arrears	and	other	related	financial	assistance	such	as	moratoriums,	are	still	in	
place. Fiscal support measures are expected to expire by the end of the current 
year. This analysis does not account for the impact of the reversal of these measures.

The assessment in the table is undertaken by comparing value added levels pre-
pandemic	i.e.	2019,	with	observations	on	the	past	four	quarters	i.e.	the	third	and	
fourth	quarter	of	2020	and	the	first	two	quarters	of	2021	as	published	in	the	latest	
NSO release 156/2021. 

As can be seen in Table 8, as at Q2 2021, the overall value-added level for Malta is 
still 2.9% less than pre-pandemic level. The decrease in value-added boils down to 
a	lower	value	of	salaries	paid	together	with	lower	profits	earned.	The	main	losers,	
which are sectors that are evidently experiencing a drag on their respective recovery, 
are, mainly, wholesale and retail, hospitality and transport. The latter are registering 
a	 significant	 contraction	 in	 the	 reported	 value-added	 level	 of	 35%	 compared	 to	
2019 levels. Professional services are experiencing almost a 5% contraction on pre-
pandemic levels.   Meanwhile, public administration has reported an increase of 
8.7% over 2019 levels. Since the compilation of this sector rests on a cost approach, 
the value-added in this non-market sector is predominantly composed of paid salaries. 

During	 the	 same	 period	 under	 review,	 the	 gaming	 sector,	 ICT,	 financial	 services	
and manufacturing were net gainers in reporting a strong recovery post-pandemic.  
Compared to 2019 levels, the gaming sector reported an increase in value added by 
almost	17%,	information	technology	increased	by	12.1%,	financial	 intermediation	
grew by another 10.7% and a modest growth of almost 2% was reported by the 
manufacturing sector.
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Extent of Covid-19 Economic Recovery by sector (GDP at market prices)
As at Q2 2021

2019 Last 4 qtrs Recovery

2020-2021

Total  1=2+3+5+..+12 12,551,474 12,186,210 -2.9%

Agriculture, forestry and fishing A  2 65,706 63,330 -3.6%

B to E  3 1,229,767 1,236,469 0.5%

of which : C  4 995,294 1,011,427 1.6%

Construction F  5 530,732 555,079 4.6%

Wholesale and retail trade; repair of motor vehicles and 
motorcycles; Transportation and storage; Accommodation and 
food service activities

G to I  6 2,529,110 1,638,816 -35.2%

Information and communication J  7 1,066,870 1,195,578 12.1%

Financial and insurance activities K  8 1,081,899 1,197,250 10.7%

Real estate activities L  9 759,952 764,461 0.6%

Professional, scientific and technical activities; Administrative 
and support service activities M to N  10 2,175,164 2,069,304 -4.9%

Public administration and defence; compulsory social security; 
Education; Human health and social work activities O to Q  11 2,098,700 2,282,189 8.7%

Arts, entertainment and recreation, Repair of household goods 
and other services R to U  12 1,013,576 1,183,735 16.8%

NACE 
section

Computational 
notes

Gross Value Added
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Mining and quarrying; Manufacturing; Electricity, gas, steam 
and air conditioning supply; Water supply; sewerage, waste 
management and remediation activities

Considering that international travel will likely retain restrictions for some time, 
recovery in tourism-related activities, which Malta is heavily exposed to, is expected 
to drag and the economic outlook for this sector is still considered as uncertain. 

Medium to Long Term Impact of COVID-19

Teleworking
With governments locking down countries and movement restricted to bare minimum 
for months, companies worldwide resorted to home working to keep their business 
operations	afloat.	A	research	study	on	knowledge	workers	in	the	United	States	found	
that	 the	 majority	 of	 the	 4,700	 knowledge	 workers	 interviewed	 never	 want	 to	 go	
back	to	the	old	way	of	working.	Only	12%	want	to	return	to	full-time	office	work,	and	
72%	want	a	hybrid	remote-office	model	moving	forward.	The	research	was	carried	
out	by	Future	Forum.	Nearly	10%	of	job	listing	in	the	United	States	in	May	of	this	
year involved remote working compared to 2% the year before. Many believe that 
this shift is here to stay.

Table 8: Economic Recovery by Sector   

Source: NSO
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According to NSO, over one third of people in employment were working from 
home in April 2020. Prior to COVID, only 12% of employees worked from home. 

The spread of teleworking in the longer-term will depend on a number of factors 
not least the effect on productivity and working conditions. One also has to see 
how national and regional policies will contribute to accelerating or deterring from 
this	shift.	If	this	trend	persists,	there	could	be	a	significant	impact	on	the	commercial	
lease	market	as	companies	will	resort	to	reducing	their	office	space	requirements.	
This could be a concern since it will impact not only the existing commercial property 
leases	but	also	the	glut	of	new	office	buildings	that	will	come	on	the	market	in	the	
coming months. Between 2017 and 2019, MEPA approved over 3000 permits for 
commercial	properties	(warehousing,	retail	and	offices)	which	is	just	a	few	hundred	
less than was approved between 2003 and 2016. Most of these premises are yet to 
come onto the market. Property dealers are already reporting drops in rental prices 
for both commercial and residential units. 

Drop in Non-Collective Accommodation and AirBnB business
Tourist nights spent in non-collective accommodation in Malta dropped from 629,575 
nights in June 2019 to 192,502 in 2021 (2020 Malta was in lockdown and therefore 
no statistics are available for that year). Between January to June 2021, tourists spent 
459,004 nights in non-collective rental accommodation compared to 2,262,768 
nights	in	2019.	These	significant	drops	portray	the	heavy	impact	of	the	pandemic	on	
tourism in Malta, particularly on rented accommodation. 

It is therefore not surprising that active listing of AirBnB properties in Malta dropped 
from	11,330	in	February	2020	to	10,236	by	the	first	week	of	June	2020,	representing	
a drop of 10%. This decline in listings could be the result of property owners seeking 
more secure long-term rentals or outright sale of property to recover their investment. 
Either way, this will have a downward impact on the price of long-term rental or the 
property sale price as supply in both cases will increase. The downward price shift 
will be accelerated if the demand for long-term rent or new properties drops. This 
scenario is most likely with employees shifting to teleworking and lower volumes of 
foreign	workers	taking	up	residence	in	Malta.		Such	a	drop	will	have	a	significant	
impact on the local economy due to the multiplier effect of the property sector in 
Malta. 

On the positive side for AirBnB owners, the pandemic could see a shift in 
travellers’	preferences,	with	tourists	opting	for	AirBnB	rather	than	larger	collective	
accommodation. If this trend takes root, there could be a higher post-pandemic 
demand for Airbnb resulting in more Airbnb properties. 

Hotels and other collective accommodation would need to adapt to this development 
by introducing measures to help visitors feel safer inside their property. Many hotels 
are already taking such measures. Government should consider introducing a scheme 
to assist hotels carry out the necessary works. 
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Loss of Earnings 
NSO data shows that 56% of the employed population worked less hours in 2020 
when compared to 2019. The actual average hours worked per week in April 2020 
were 29 compared to 37 hours in 2019. 

Average income between January to March 2021 also fell when compared to the 
same period in 2020 in the following sectors:

Table 10: Average Income Jan-Mar (2020) – Jan-Mar (2021)

Jan	–	Mar	2020	(€) Jan	–	Mar	2021	(€) %
Manufacturing 1551 1272 18%
Construction 1578 1292 19%
Wholesale and retail, 
hospitality

1354 1163 14%

Professional services 1714 1501 12%

Source: NSO

Interestingly, while earnings dropped in all sectors except for the public sector, 
revenue from income tax in 2021 increased which seems to indicate that government 
is recouping the deferred taxes from 2020. 

The impact of COVID on the creation or cessation of business cannot be accurately 
measured this year. In August 2020, the Malta Business Registry (MBR) undertook a 
clean-up exercise to remove companies that were inoperative for a long number of 
years.	This	is	reflected	in	Table	11	below.

Table 11: Creation/Cessation of Business Units 2013- 2020

Year Creation of legal units Cessation of legal units Net increase/
decrease

2013  7,162  3,783  3,379 
2014  8,648  3,009  5,639 
2015  11,827  3,796  8,031 
2016  11,107  4,917  6,190 
2017  11,645  3,925  7,720 
2018  12,961  4,526  8,435 
2019  11,427  5,827  5,600 
2020  10,530  10,187  343 

Source: NSO, Business Demographics
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Source: NSO
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LIST OF PN’S 
PROPOSALS TO 
MITIGATE THE 
IMPACT OF COVID
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1. MAINTAINING TARGETED RELIEF: Now that the mainstream support measures 
are	approaching	their	final	stages,	those	sectors	which	were	most	impacted,	or	
which are still experiencing hardship, still need to be supported by the government 
to enable them to recover and bounce back. In 2022, it is crucial that relief should 
be provided in a targeted manner and on a temporary basis to those enterprises that 
have been materially impacted. Moreover, the support should be granted within 
a framework intended to enable the supported business to make the necessary 
restructuring, realignment and transformational efforts to achieve sustainability 
and	safeguard	jobs.	Most	importantly	this	support	should	be	developed	through	a	
more	industry-specific	approach,	prioritising	the	investments	and	re-engineering	
of operations that certain sectors need to undertake to shape a sustainable future 
for their businesses. Particular attention should be afforded to the tourism sector 
as it navigates the post-pandemic waters. There will be a period of adaptation 
that	could	require	tourism	operators,	particularly	hotels,	to	invest	in	their	product.	
Government should be actively involved in this process by providing guidance 
and support. To this effect the PN is proposing reducing the VAT rate to 7% for 
hotel services and restaurants. 

2. INSTILLING BUSINESS AND INVESTOR CONFIDENCE: reducing uncertainty 
by	 setting	 out	 a	 clear	 time-lined	 plan	 of	 decisions	 to	 instil	 investor	 confidence	
and	enable	enterprises	 to	adequately	plan	the	restructuring	of	 their	economic	
activity and its alignment to measures in place from time to time. Businesses work 
in	cycles	of	years,	requiring	upfront	risk	and	investment	which	is	recouped	at	a	
later stage in the lifespan of a business. Enterprise cannot switch on and off: 
this	would	just	disincentivise	proper	investment	and	pave	the	way	for	short-term	
and	quick-fix	businesses,	contributing	minimal	value	to	the	economic	wellbeing	
of the nation. This thrust needs to be coupled by a strong degree of foresight 
through which the government will engage all primary stakeholders to build the 
necessary	adequate	reactionary	mechanisms	in	the	event	of	a	re-emergence	of	
the pandemic in the coming months. The industry will not afford another set of 
knee-jerk	reactions	and	hence	forward	planning	for	the	possible	scenarios	needs	
to be undertaken before the next wave of the pandemic or its variants could re-
emerge.

3. STRENGTHENING THE RELATIONSHIP BETWEEN HEALTH AND THE 
ECONOMY: The pandemic clearly demonstrated that the public health and the 
economy are two sides of the same coin. A healthy nation will deliver a healthy 
economy and a healthy economy will deliver a healthy nation. We should leverage 
the results of our healthcare efforts in containing the pandemic becoming a 
regional	health	beacon	and	a	centre	for	quality	tourism	seeking	a	healthy	and	
safe	 jurisdiction.	 This	 should	 be	 calibrated	 by	 the	 adoption	 of	 common-sense	
policies. For such reason the PN has backed the proposal of the Malta Diabetes 
Association to make continuous blood glucose monitors available for free to all 
diabetes type 1 patients, irrespective of age. Our current rate of vaccination 
bodes	well	for	the	country’s	level	of	preparedness.	We	should	now	build	part	
of our economic recovery on the back of our public health efforts, the wider 
compliance demonstrated by the people and the priceless commitment of our 
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healthcare personnel. Even though the infection numbers have now drastically 
reduced, we need to engage in an iteractive process of further de-risking our 
workplaces, schools, businesses and public spaces. This approach should be 
extensively adopted and permanently regulated to ensure that, even in the event 
of	another	wave,	the	country	would	be	adequately	prepared	and	in	control	of	the	
curve, hence cushioning any further impacts and also allowing a strong degree 
of business continuity. The Party reiterates moreover its calls for the authorities 
to	give	the	required	attention	to	mental	health	issues,	to	provide	more	services	
amongst the community, to provide more professionals specialised in this care, 
to facilitate screening in this regard amongst young people, a modern mental 
health hospital and a strategy for the prevention of suicide. 

4. STIMULATE ENTERPRISE TO INVEST: Stimulate enterprises to invest in their 
businesses	 through	 granting	 tax	 efficiency	 on	 re-invested	 profits	 and	 more	 tax	
efficiency	for	capital	investment.
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Debt to GDP ratio shot up from 43% in 2019 to 54.8% in 2020 mainly as a result 
of higher expenditure in part related to COVID-19. The IMF predicts it to rise to 
64.6% in 2021 and to 66.9% in 2022. Central Government debt increased from 
€5.4 billion in July 2019 to €6.6 billion in July 2020 to €7.8 billion in July 2021. 
At the end of 2020, government reported a consolidated fund shortfall of 12% 
of GDP. Between 2013 and 2019, government recurrent expenditure increased 
by 56% partly as a result of increased public sector recruitment and public 
procurement which repeatedly fails to follow the principles of value-for-money. 
Future government revenue will be impacted by the expected drop in revenue from 
the IIP scheme and lower number of foreign workers in Malta. Even more worrying 
could be the tax harmonisation efforts contemplated by the European Union. The 
PN	is	putting	forward	four	proposals	towards	strengthening	of	public	finances.	

The State of Public Finances
In	 2020,	 the	 general	 government	 balance	 stood	 at	 -10.2%	 of	 GDP	 (deficit).	
Meanwhile, the debt to GDP ratio has increased to 54.8%, up from 43.0% reported 
in the previous year. It is predicted by the IMF to rise to 64.6% in 2021 and to 
66.9% in 2022. 

The	 outbreak	 of	 the	 pandemic	 in	 March	 2020	 led	 to	 significant	 pressures	 on	
government	 finances,	 especially	 due	 to	 the	 government	 support	 measures	 in	 the	
form of tax deferrals, the wage supplement scheme, the voucher scheme, and other 
measures to stimulate demand together with subsidies granted in a bid to reduce 
business costs and mitigate a surge in the number of people out of work. Most 
of these support measures are expected to expire by the end of 2021. Not all 
the increased debt is, however, the result of increased COVID-19 related public 
expenditure and reduced revenue. 

Public Finances from the Consolidated Fund during 2021
Comparison with 2020 (Post-Covid-19 Comparison)
During	the	first	seven	months	of	2021,	the	consolidated	fund	reported	a	deficit	of	
€882.5	million,	a	relatively	significant	improvement	of	€169.3	million	when	compared	
to year ago levels.

Between January and July, recurrent revenue increased by €510 million or by 
24% on 2020, to reach €2.6 billion. This development is partly explained by a 
recovery in the economic sentiment, coupled with a base effect from the economic 
blip	 experienced	 towards	 the	 end	 of	 the	 first	 quarter	 last	 year	 as	 a	 result	 of	 the	
pandemic outbreak.  The latter triggered a partial lockdown, including the closure of 
Malta’s	Airport,	which	brought	about	a	complete	wipeout	of	tourist-related	activities,	
namely	 hospitality,	 restaurants,	 retail	 and	 transport.	 Strong	 fiscal	 revenue	 growth	
was reported in income tax, value added tax and social security contributions, as a 
result of higher activity and transactions from that reported in 2020. On the contrary, 
non-tax revenue declined by €62 million. 
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Meanwhile, during the period under review, total expenditure increased by €341 
million to reach €3.5 billion. The resurgence in COVID infection rates during the 
current year, despite the solid vaccination rollout by the Maltese authorities, dragged 
the adverse effects of the pandemic more than originally anticipated. The weak 
recovery in tourism prompted policymakers to extend the support measures to the 
end of 2021, explaining the increase in recurrent expenditure by €500 million. The 
decrease	 in	capital	expenditure	 is	explained	by	a	statistical	 reclassification	of	 the	
business assistance programme from a capital expense to a recurrent outlay.

Comparison with 2019 (Pre-Covid-19 Comparison)
As at the end of July 2021, the Maltese government registered a deterioration in the 
fiscal	balance	of	almost	€760	million	when	compared	to	2019	levels	 i.e.	 the	year	
before the pandemic.  

Comparison with pre-pandemic levels will give a more representative estimate of the 
impact	of	the	pandemic	on	public	finances.	Whilst	revenue	proceeds	to	government	
returned roughly to 2019 levels by July this year, the increase in total expenditure 
during	the	corresponding	period	explains	almost	all	 the	deterioration	in	the	fiscal	
balance to date. Considering that the programmes and initiatives component 
incorporates the Pandemic assistance scheme and the COVID-19 Business Assistance 
Scheme,	the	impact	of	the	pandemic	explains	roughly	65%	of	the	fiscal	deterioration	
reported	during	the	first	seven	months	of	the	year.	

Therefore,	 the	 remaining	 increase	 of	 €250	 million	 in	 fiscal	 deficit	 for	 just	 the	 first	
seven	 months	 over	 the	 corresponding	 2019	 levels	 are	 the	 equivalent	 of	 3.5	 %	 of	
GDP when annualized. This factor is more of a structural nature and non-COVID-19 
related,	requiring	policymaking	intervention	especially	with	respect	to	the	persistent	
increase in personal emoluments.  Although this estimate covers a two-year period, 
the	increase	in	deficit	to	GDP	ratio	is	still	material,	considering	that	the	market	value	
of	the	GDP	as	a	denominator	is	being	alleviated	by	the	same	fiscal	assistance,	where	
without the latter the GDP would still be below 2019 level. 

The	Pandemic	explains	roughly	65%	of	the	fiscal	deterioration	reported	during	the	
first	seven	months	of	the	year.

Central Government Debt Position
Meanwhile, during Jan-July period central government debt increased by €1.2 billion 
when compared to year ago levels, and an increase of €2.4 billion in outstanding debt 
when	compared	to	2019	levels.	The	significant	increase	in	government	debt	position	
over	the	past	two	years	undoubtedly	raises	sustainability	concerns	and	justifies	the	
IMF	call	for	immediate	fiscal	discipline	especially	with	respect	to	pandemic-related	
assistance. 

Expected Central Government Fiscal Position for 2021
By the year-end of 2020, the consolidated fund reported a shortfall of €1.5 billion 
or almost 12% of GDP. 
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€ 000

(a) Total Recurrent Revenue 2,638,637 2,106,148 2,616,630 -22,007 -1% 510,482 24.2%
      Customs and Excise Duties 182,870 126,553 159,734 -23,137 -13% 33,180 26.2%

      Licences, Taxes and Fines 229,753 173,832 191,036 -38,717 -17% 17,204 9.9%

      Income Tax 877,838 671,114 954,909 77,071 9% 283,795 42.3%

      Value Added Tax 493,891 378,561 503,947 10,055 2% 125,385 33.1%

      Fees of Office 47,902 73,198 55,191 7,288 15% -18,008 -24.6%

      Reimbursements 25,747 18,797 18,716 -7,032 -27% -82 -0.4%

      Central Bank of Malta 20,000 20,000 20,000 0 0% 0 0.0%

      Rents 26,762 17,263 14,331 -12,432 -46% -2,932 -17.0%

      Dividends on Investment 9,385 15,410 11,500 2,115 23% -3,910 -25.4%

      Interest on loans made by Government 37 8 1 -36 -97% -7 -87.5%

      Social Security 548,827 486,887 599,728 50,902 9% 112,842 23.2%

      Grants 144,011 65,897 46,974 -97,037 -67% -18,924 -28.7%

      Miscellaneous Receipts 31,612 58,627 40,565 8,953 28% -18,062 -30.8%

(b) Total Expenditure 2,764,609 3,157,992 3,499,136 734,527 27% 341,144 10.8%

 Recurrent Expenditure 2,373,105 2,573,228 3,072,816 699,711 29% 499,589 19.4%
 Personal Emoluments 511,464 527,945 590,486 79,022 15% 62,541 11.8%
 Operational and Maintenance Expenses 122,029 147,080 155,158 33,129 27% 8,078 5.5%

 Programmes and Initiatives 1,443,040 1,555,898 1,944,050 501,010 35% 388,152 24.9%

 Contributions to Government Entities 296,571 342,304 383,122 86,551 29% 40,818 11.9%

 Interest 109,132 106,586 103,516 -5,617 -5% -3,071 -2.9%

 Capital Expenditure 282,371 478,178 322,804 40,433 14% -155,374 -32.5%

(a-b) Consolidated Fund Surplus/Deficit -125,972 -1,051,844 -882,506 -756,534 601% 169,338 -16.1%

% change
Change

% change

€000

 Revenue/Expenditure categories by period and category (Jan-July 2021)

Pre-Covid Comparison Post-Covid Comparison

Description
Jan-July       

2019
Jan-July       

2020
Jan-July       

2021

Jan-July 2021/                       
Jan-July 2019

Jan-July 2021 /                       
Jan-July 2020

Change

July 2021 /                             
July 2019

July 2021 /                             
July 2020

 Total Central Government Debt 5,451,231 6,624,210 7,848,418 2,397,187 1,224,208
 of which:

     Treasury Bills 324,800 822,000 775,250 450,450 -46,750

     Malta Government Stocks 4,856,879 5,444,207 6,302,071 1,445,192 857,864

     62+ Malta Government Savings Bond 291,057 382,631 377,514 86,456 -5,117

     Foreign Loans 1,028 899 420,779 419,751 419,880

     Sinking funds investments in Government Debt -108,753 -115,453 -118,303 -9,550 -2,850

     Euro coins issued in the name of the Treasury 86,220 89,927 91,108 4,888 1,181

  Central Government debt by month and description

Description
July
2019

July
2020

July
2021

Change

€ 000

Change

Table 12: Revenue and Expenditure by Categories Jan-Jul 2019- 2021

Source: NSO

 Table 13: Central Government debt July 2019 - 2021

Source: NSO



51

Although	 the	 fiscal	 balance	 has	 improved	 by	 €170	 million	 during	 the	 first	 seven	
months	 compared	 to	 2020	 levels,	 the	 trajectory	 of	 the	 fiscal	 outlay	 is	 expected	
to be roughly at par with year ago levels, considering that the pandemic related 
assistance was extended till the end of this year. 

Using	this	rationale	and	allowing	for	a	continued	improvement	in	fiscal	revenue,	the	
consolidated	fiscal	deficit	for	2021	is	expected	to	close	in	the	region	of	€1	to	€1.5	
billion (or between 7.5% to 10.8% of GDP), pending the ultimate decision of the 
European	Commission	on	Air	Malta’s	future,	which	will	have	a	significant	bearing	
on	this	year’s	fiscal	position.	

The	projected	range	varies	significantly	from	the	Finance	Ministry’s	original	forecasts	
presented	 in	 last	 year’s	 budget	 speech	 for	 2021,	 where	 the	 Government	 was	
projecting	 a	 deficit	 of	 5.9%	 of	 GDP	 for	 this	 year	 i.e.	 an	 underestimation	 of	 3.3	
percentage	points	from	the	mid-point	of	the	projected	range.

Are Government Finances Sustainable?
In	2020,	government	spent	€873	million	on	COVID-related	measures	equivalent	to	
15%	of	its	total	expenditure	and	19%	of	recurrent	expenditure.	Significantly,	€215m	
of this expenditure constitutes deferred tax payments. If these are removed from the 
COVID-related	expenditure,	the	expenditure	drops	to	€658	million	which	equates	to	
11%	of	total	expenditure	and	14%	of	recurrent	expenditure.	Government’s	position	
is	 that	 the	 deterioration	 of	 government	 finances	 is	 due	 solely	 to	 this	 increased	
expenditure and on the drop in government revenue due to COVID. 

The Opposition, whilst recognizing that COVID-19 did have a negative double 
whammy	 impact	 on	 government	 finances,	 is	 of	 the	 opinion	 that	 government’s	
reckless spending over the past eight years is also contributing to unsustainable 
public	finances.	

Table 14: Surplus Deficit 2013 - 2020
Year Surplus/Deficit
2013 -185
2014 -143
2015 -97
2016 100
2017 374
2018 241
2019 50
2020 -1296
Total -956

Source: Central Bank of Malta
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Between	 2013	 and	 2020,	 government	 amassed	 a	 net	 deficit	 close	 to	 one	 billion	
euros.	By	the	end	of	2021	this	deficit	is	expected	to	increase	by	a	further	€1.6	billion	
reaching	a	total	of	€2.6	billion.	This	deficit	would	have	been	higher	were	it	not	for	
the contribution of the IIP scheme to the consolidated fund. Between 2015 and June 
2019, the IIP scheme contributed €220 million to government coffers (consolidated 
fund).	Without	these,	the	deficit	figure	would	increase	to	€2.8	billion.	Going	forward,	
following revisions to the IIP scheme in September 2020, there are doubts as to 
whether the scheme will remain as attractive as it previously was. Government could 
see a drop in revenue from this scheme. 

Government revenue could also be impacted by the decrease in the number of 
foreign workers following their exodus due to COVID. A lower number of foreign 
workers will impact private consumption in the economy, lowering both income tax 
and value added tax receipts. 

More	worrying	are	the	European	Union’s	efforts	towards	corporate	tax	harmonisation	
across the bloc. Sadly, government has lost its ability to negotiate on this important 
issue due its poor track record on good governance.

The same can be said on the efforts underway to harmonise Gaming across the EU. 
The European Union is increasing its efforts to harmonise and increase regulation on 
this	sector.	Malta’s	voice	in	defence	of	our	competitiveness,	weakened	significantly	
due	to	government’s	failures	and	the	country’s	eventual	grey-listing.	

Yet,	government’s	expenditure	continues	to	shoot	up	not	least	because	of	the	increase	
in public sector recruitment. 

 Table 15: Average Number of Public Sector Employees 2011-2020

Year Average Number of Public Sector Employees
2011 41,023
2012 40,893
2013 41,919
2014 43,965
2015 44,237
2016 44,647
2017 45,944
2018
2019  
2020

47,203
48,209
49,849

Source: Gainfully Occupied Population, NSO
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Between 2006 and 2012, government recurrent expenditure increased by 40%. 
Between 2013 and 2019, government expenditure increased by 56%. Over the past 
years, the Labour administration adopted a money-no-problem attitude, basing its 
expenditure	on	 the	 income	derived	 from	the	rapid	 increase	 in	economic	activity’s	
impact on government revenue and proceeds from the IIP. With revenue in decline, 
government	will	now	have	to	find	ways	of	sustaining	the	inflated	recurrent	expenditure	
which will not decrease in proportion to the drop in revenue. 

Relevant to this discussion is the monies being spent by government as a result of the 
shady deals entered into by this administration, deals which, in the opinion of the 
Auditor General, disregarded the concept for value for money. The Vitals/Global 
Healthcare deal failed to deliver on most of the pledges made. This was a direct 
order	 with	 a	 total	 value	 running	 into	 billions	 of	 euros	 which	 failed	 abjectly.	 The	
Electrogas deal is another deal with clouds of corruption hanging over it, corruption 
which ultimately is being funded by the taxpayer. In the case of the Electrogas 
power station, the Auditor General found that Maltese consumers are paying €10 
million extra every 15 months to buy electricity from Electrogas instead of from the 
interconnector.  The Ombudsman has often found that the government administration 
had failed in abiding with its obligations when awarding the mammoth contracts to 
Electrogas, Vitals Global Health Care and in the case of St Vincent de Paul. Despite 
this, government has continuously continued to ignore these reports, continue the 
impunity	 that	 mired	 Malta’s	 reputation	 and	 has	 chosen	 to	 take	 no	 action.	 Sound	
fiscal	and	economic	policies	cannot	be	built	on	pre-meditated	impunity	for	processes	
which	distort	that	level	playing	field	which	economic	players	need	to	thrive.	

Table 16:  Government Finance (€000): 2008 - 2021

Year Recurrent 
Revenue

% 
change

Total 
Expenditure

% 
change

Consolidated 
Fund Surplus/
Deficit

% 
change

2008  2,302,145  3.5  2,535,281  10.1 -233,136  200.1 
2009  2,370,770  3.0  2,667,791  5.2 -297,021  27.4 
2010  2,525,356  6.5  2,804,568  5.1 -279,212 -6.0 
2011  2,643,831  4.7  2,862,441  2.1 -218,610 -21.7 
2012  2,715,732  2.7  3,078,008  7.5 -362,276  65.7 
2013  2,992,104  10.2  3,255,263  5.8 -263,159 -27.4 
2014  3,387,209  13.2  3,523,495  8.2 -136,286 -48.2 
2015  3,634,798  7.3  3,870,630  9.9 -235,832  73.0 
2016  3,806,963  4.7  3,798,092 -1.9  8,871 -103.8 
2017  4,291,165  12.7  4,108,493  8.2  182,672  1,959.2 
2018  4,559,775  6.3  4,629,992  12.7 -70,217 -138.4 
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2019  4,972,883  9.1  4,963,528  7.2  9,355 -113.3 
2020  4,389,297 -11.7  5,857,203  18.0 -1,467,906 -15,791.1 
 
2020 
s1  1,819,335 -15.9  2,714,977  17.0 -895,642  473.5 
2021 
s1  2,162,087  18.8  3,010,949  10.9 -848,862 -5.2 

Source: NSO, Government finance data

Table 17: Structure of Recurrent Revenue (€000): 2008 - 2021

Year Grants Customs and 
Excise Duties

Value 
Added 
Tax

Income Tax Social 
Security

Others

2008  30,223  177,775  455,349  735,899  510,143  392,756 
2009  72,912  174,371  454,027  739,443  526,100  403,916 
2010  91,934  187,739  482,538  801,231  552,076  409,837 
2011  121,122  208,181  525,061  776,109  585,591  427,767 
2012  92,859  155,790  534,197  865,927  609,690  457,269 
2013  173,717  178,401  587,171  967,648  645,295  439,873 
2014  176,803  302,607  639,676  1,068,089  699,191  500,843 
2015  176,165  290,405  699,998  1,184,628  739,583  544,019 
2016  102,339  277,506  724,798  1,328,270  804,389  569,661 
2017  139,246  303,086  821,160  1,497,489  875,054  655,130 
2018  100,781  312,142  927,970  1,573,144  967,831  677,907 
2019  184,600  332,123  944,741  1,765,801  1,046,140  699,478 
2020  110,665  264,416  767,657  1,536,707  1,063,423  646,429 
 
2020 
s1  54,537  118,177  361,628  556,985  412,068  315,940 
2021 
s1  27,983  133,609  461,111  746,689  511,584  281,111 

Source: NSO, Government finance data
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Table 18: Structure of Total Expenditure (€000): 2008 - 2021

Year Recurrent Expenditure Interest Capital Expenditure

2008  2,124,093  189,038  222,150 
2009  2,204,421  192,023  271,346 
2010  2,296,343  196,755  311,470 
2011  2,361,285  212,462  288,695 
2012  2,488,423  225,808  363,777 
2013  2,632,649  227,905  394,710 
2014  2,857,050  231,096  435,349 
2015  3,056,834  232,331  581,465 
2016  3,264,338  223,454  310,300 
2017  3,543,266  215,051  350,175 
2018  3,821,447  203,555  604,990 
2019  4,216,202  192,283  555,043 
2020  4,638,869  181,205  1,037,130 
 
2020 s1  2,235,028  93,085  386,864 
2021 s1  2,651,883  90,524  268,542 

Source: NSO, Government finance data

Table 19: Consolidated Gross Debt of General Government (€000): 2008 
- 2021

Year Malta EU
Gross Debt 
000s

% GDP Change pp % GDP Change pp

2008  3,837  61.8  7.0  65.0  7.7 
2009  4,153  66.3  4.5  75.7  10.7 
2010  4,452  65.3 -1.0  80.5  4.8 
2011  4,797  69.3  4.0  81.9  1.4 
2012  4,855  65.9 -3.4  84.8  2.9 
2013  5,227  65.8 -0.1  86.4  1.6 
2014  5,390  61.6 -4.2  86.6  0.2 
2015  5,586  55.9 -5.7  84.8 -1.8 
2016  5,740  54.2 -1.7  84.0 -0.8 
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2017  5,678  48.5 -5.7  81.5 -2.5 
2018  5,640  44.8 -3.7  79.5 -2.0 
2019  5,703  42.0 -2.8  77.5 -2.0 
2020  6,960  54.3  12.3  90.7  13.2 
 
2020	q1  5,933  43.3 -2.0  79.2 -0.6 
2021	q1  7,478  59.0  15.7  92.9  13.7 

Source: Eurostat, Government statistics
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ON SUSTAINABLE 
GOVERNMENT 
FINANCES
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1. PRIORITISING PUBLIC SPENDING: more than ever our country cannot afford 
to utilise public funds to pay for avoidable discretionary expenditure on items 
which are not considered to be a critical priority. This has been resulting in short-
changing taxpayers and is a stark result of partisan appeasement. Public spending 
plays a crucial role in the recovery and revival of our economy and it should be 
therefore	applied	 judiciously	 in	a	manner	 that	will	deliver	a	 long-term	return	 to	
the state, now that enterprises and employees have restarted generating income, 
realising	profits	and	paying	fiscal	dues	to	government.		In	this	regard,	we	need	
to have the courage to commit to a cross-party solution to redirect this avoidable 
expenditure towards strengthening industry and creating more employment 
opportunities through economic stimulus measures. This should be an integral part 
of the proposed Social Pact, hence securing long-term meaningful change by all 
parties concerned.

2. PRIORITISE INVESTMENT IN INFRASTRUCTURE: Government should allocate 
spending priority for further investment in infrastructure, across all networks but with 
priority being given to the completion of works on the road network improvements, 
the application of technology in mobility and the strengthening of the robustness and 
security of the digital infrastructure of the country. All those involved have a duty to 
ensure that we emerge from this crisis as a country which is not a perpetual building 
site,	whilst	retaining	the	benefits	of	digital	engagement	as	part	of	the	natural	mode	
of operation for the local economy. 

3. CAMPAIGN IN FAVOUR OF FISCAL MORALITY: Government should also fund 
a	campaign	in	favour	of	fiscal	morality	and	dedicate	funds	and	resources	to	focus	
on	compliance,	AML,	financial	intelligence,	tax	evasion	and	the	black	economy.

4. STUDY ON IMPACT OF CORPORATE TAX HARMONISATION: Conduct a study 
on the potential impact of Corporate Tax harmonisation on the Maltese economy, 
to establish mitigation measures and alternative solutions if necessary, to ensure 
that	Malta	remains	a	jurisdiction	of	choice	for	foreign	investment.	

5. UPGRADE THE CORPORATE AND INDIVIDUAL TAX SYSTEMS: Work on 
upgrading the Maltese corporate and individual tax systems with a view to 
targeting	the	key	economic	objectives	that	Malta	is	to	have	over	the	next	decade.
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Unemployment dropped to record low levels over the past nine years. At the same 
time,	the	number	of	gainfully	employed	increased	significantly	as	government	pursued	
a	policy	of	inward	labour	migration.	By	government’s	own	admission,	this	created	
a strain on public infrastructure and created a downward pressure on conditions of 
work. Government now seems to want to change tack, a change in part brought 
about by COVID-19. COVID-19 saw an exodus of foreign workers which left many 
businesses	 in	 Malta	 struggling	 to	 find	 alternative	 solutions.	 It	 is	 important	 to	 note	
in all this, that over the past years, government reversed the trend of reducing the 
public-sector headcount by employing close to 20,000 persons. The PN is putting 
forward 26 proposals for a labour policy that favours both the workers and the 
businesses going forward. 

One	of	this	administration’s	much	vaunted	achievements	is	the	significant	drop	in	the	
unemployment rate. 

At face value, there seems to be enough reason for government to laud its own 
performance	in	creating	jobs.	From	a	high	of	6.9%	in	2010,	unemployment	dropped	
to a low of 3.6% in 2019. At the same time, the Labour force increased from 174,250 
to 263,500. 

Table 20: Registered and Total Unemployed, Labour Supply (16 to 74 
years): 2008 – 2021

Year Registered 
Unemployed1

Total 
Unemployed2

Labour 
force2

% of labour 
force

2008  6,208  10,075  168,625  6.0 
2009  7,335  11,800  171,050  6.9 
2010  7,055  11,950  174,250  6.9 
2011  6,570  11,350  177,625  6.4 
2012  6,839  11,425  184,450  6.2 
2013  7,382  11,825  193,150  6.1 
2014  6,992  11,575  201,875  5.7 
2015  5,295  11,250  209,175  5.4 
2016  3,566  10,250  218,050  4.7 
2017  2,500  9,175  229,350  4.0 
2018  1,847  9,050  247,100  3.7 
2019  1,700  9,575  263,500  3.6 
2020  3,160  11,625  272,425  4.3 
 
2020	q1  1,825  10,000  275,600  3.6 
2021	q1  2,549  10,500  273,100  3.8 

Source: 1NSO average annual or 3 monthly average for quarter, Registered 
Unemployed; 2Eurostat, Labour Force Survey
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Table 21: Number of employees (16 to 74 years): 2008 - 2021

Year Number of employees Net increase/decrease
2008  136,775  3,550 
2009  137,300  525 
2010  139,075  1,775 
2011  144,025  4,950 
2012  150,025  6,000 
2013  156,625  6,600 
2014  164,825  8,200 
2015  170,725  5,900 
2016  178,725  8,000 
2017  187,550  8,825 
2018  204,075  16,525 
2019  214,225  10,150 
2020  219,325  5,100 
 
2020	q1  223,900  14,200 
2021	q1  221,000 -2,900 

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

However,	there	are	considerations	which	make	this	achievement	less	rosy	than	it	first	
appears.

Table 22: Early school leavers: 2008 – 2020

Year % Target (%) EU rank
2008  27.2  10.0  26 
2009  25.7  10.0  26 
2010  23.8  10.0  26 
2011  22.7  10.0  26 
2012  21.7  10.0  27 
2013  20.8  10.0  27 
2014  20.9  10.0  26 
2015  20.2  10.0  28 
2016  19.2  10.0  28 
2017  17.7  10.0  26 
2018  17.4  10.0  27 
2019  17.2  10.0  27 
2020  16.7  10.0  27 

Source: Eurostat; from 2020 onwards EU excludes the United Kingdom
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Deteriorating Working Conditions and Strain on Infrastructure 
Following the 2013 election, the Labour administration adopted a policy that 
favoured inward migration of labour. In April 2014, the present Finance Minister, 
then at the helm of the employment agency, went on record stating that the economy 
needs foreign workers to keep growing. He repeated the same position in 2017 
when he said that “We have maximised the potential of the Maltese labour force 
with a number of measures. And over the past few years we attracted thousands 
of foreigners to augment local workers too. Attracting them again, and in larger 
numbers, is a top priority now”. 

On 27 January of this year, Minister Caruana changed tack, saying that the 
importation of foreign workers brought about challenges for which the country was 
not prepared. The unplanned for increase in foreign workers caused a stress on 
roads, hospitals and schools. It also brought about a serious deterioration, even 
gross	abuse,	in	workers’	rights.	The	deterioration	in	workers’	conditions	resulted	in	
less favourable conditions also for Maltese workers who were faced with a situation 
of	either	accepting	less	favourable	conditions	or	losing	their	job	to	foreign	workers.	

A	third	option	became	available	with	government	dishing	out	public	sector	jobs	to	
Maltese nationals. Between 2013 and 2020, public sector employees increased from 
to 41,919 to 49,894. This represents a net increase of nearly 8,000 posts. However, 
the actual number of persons recruited is much higher when one factors in the 
number of people who retire or leave public sector employment for other reasons. 
Government’s	own	estimation	is	that	1,500	persons	cease	to	work	with	government	
every year. If these are added on to the net increase of 8,000 posts, then it can be 
argued that government in the last eight years employed 20,000 persons. 

With the onset of COVID-19, many foreign workers opted to leave Malta and the 
process	of	finding	replacements	stalled	or	was	made	lengthier	by	the	procedures	to	
limit	the	spread	of	COVID-19.	As	a	result,	many	businesses	are	finding	it	difficult	to	
maintain their pre-COVID level of operations. 
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1. Fine-tune the tax regimes to incentivise part-time work for those who have a full-
time	 job,	 work	 by	 pensioners	 and	 employment	 of	 highly	 skilled	 employees	 or	
employees whose skills the Maltese economy is seeking to attract and needs.

2. Expanding the 25% tax bracket so as to encourage people to become more tax 
compliant by feeling that they are retaining more of their earned income and 
encouraging them to spend more into the economy.

3. Expanding the bracket of who starts paying VAT from €30,000 to €60,000 to 
reduce bureaucracy and encourage compliance.

4. Government should start discussions with social partners on the introduction of 
bereavement leave following the death of a parent.

5. The	 Industrial	 Tribunal	 needs	 to	 be	 overhauled	 by	 it	 becoming	 a	 fully-fledged	
Court.	This	will	result	in	better	justice	for	both	employees	and	employers.

6. Government should dedicate more resources to the Health and Safety Authority 
to enable it to carry out its functions more effectively.

7. Government should launch the long-overdue revision of the COLA system in 
consultation with all social partners. 

8. Government should, as pledged, launch a public consultation on the Living 
Income wage.

9. In order to further incentivise the female worker participation rate, government 
should:

• Introduce measures or incentives that encourage more balanced utilisation 
of leave entitlements between parents after childbirth. This will ensure more 
balancing of parenting-related leave uptake between the genders.

• Introduce	adjustments	 in	 the	 tax-benefit	system	by	overhauling	 the	Married	
tax rate category, which, in its current structure, disincentivises the second 
spouse (traditionally female) from gainful employment.

• In order to increase the opportunities for females to avail themselves of 
upskilling/reskilling opportunities to progress in their career or remain 
employable, Government should also seek to extend the Free Childcare 
Scheme to complement such initiatives.

• Introduce	fiscal	incentives	to	encourage	females	in	part-time	employment	to	
switch to full-time.

• Introduce measures or incentives that encourage more balanced utilisation of 
leave entitlements between women and men after childbirth. This will ensure 
more balancing of parenting-related leave uptake between the genders.

10.  In order to encourage active ageing, government should:

• Introduce	fiscal	incentives	targeting	older	employees	to	return	or	stay	in	the	
labour force for as long as possible. Central focus should be on changing the 
current measure of workers losing out on pension eligibility from the age of 61 
to	official	retirement	age	if	they	decide	to	continue	working.
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• Introduce incentives directed towards older individuals who are out of work 
to pursue further studies and earn remuneration during the studies. This 
remuneration should be considered within the national social security system.

• Introduce measures that encourage older employees active in the black 
market economy to transition into the mainstream economy. An example of 
such measure would be to subsidise in-house child care and family support 
arrangements for families.  This will have two-fold advantage: encourage 
more female participation in the workplace and encourage current individuals 
providing such services into formal employment.

• Introducing reskilling/retraining programmes, particularly digital skills 
specifically	targeting	older	employees.

11. Enable	 greater	 flexibility	 and	 scope	 of	 local	 childcare	 services,	 schools,	 after-
school, and academic recess programmes. Working parents should be given the 
opportunity to choose the location which makes most sense to their work/life 
circumstances, the programmes should be a hybrid model of online and physical. 
For physical programmes the transport facilities should be improved. The type of 
content should ensure more inclusive and varied education. Government should 
facilitate comprehensive education clusters in each locality, that operate beyond 
the	current	school	hours	and	offer	flexible	schedules.

12. Government	 should	 consider	 giving	 a	 tax	 break	 for	 the	 first	 five	 years	 when	
highly	qualified	Maltese	working	abroad	return	to	Malta.

13. Introduce incentives to private training academies who offer courses for skills that 
are in shortage and to employers and employees who invest and/or participate 
in these said courses.

14. Create digital career pathing programmes on a large-scale, maximising on AI in 
order to build on Skills Mapping in order to address the skills gap.  

15. Introduce a National Skills Development Programme that aims to provide 
businesses and individuals with choices to maximise their skills on a continuous 
basis, regardless of their existing knowledge base or starting points.

16. Improve	 the	 current	 work	 permits	 process	 including	 facilitation,	 simplification,	
and acceleration of process and incorporating digitalisation.

17. The	 work	 permit	 should	 be	 renewable	 every	 three	 years,	 following	 the	 first	
successful year of a TCN.

18. Union membership to be made obligatory for those workers earning less than 
the average wage (median wage).

19.  Workers subcontracted by Government to work with third parties are to be entitled 
to the same wage and same increments, progressions, automatic promotions and 
allowances for that work as stipulated in the relative collective agreement.

20. Undertake an urgent revision of Wage Regulation Orders in order to eliminate 
all	discriminations	between	workers	and	for	equal	pay	to	be	paid	for	the	same	
work.
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21. The Community Workers Scheme needs to be amended in order for it to be 
administered completely by JobsPlus to ensure that all of the allocated funds end 
up	in	the	workers’	pockets.

22.  All employment contracts to be registered in a national register which is accessible 
only from a specially dedicated portal, accessible only to the DIER, the employee 
and the employer. All new contracts to be drawn up in line with this portal and 
thus any illegal clauses, including payments below the minimum established by 
law, to be prohibited.

23. 	A	one-time	bonus	to	be	given	to	all	front-liners	in	the	fight	against	COVID-19;

24. Employment legislation to be changed in order to guarantee same right to special 
leave in the case of the birth of a child, irrespectively whether the couple is a 
same sex couple or not. Thus, the parent not giving birth, but recognised as the 
second parent, should be entitled to birth leave.

25. Government should undertake an analytical re-assessment of the National 
Strategic Policy for Poverty Reduction and for Social Inclusion 2014-2024 to better 
reflect	the	emerging	social	challenges	present	in	our	country.	

26. Government,	 in	conjunction	with	the	private	sector,	should	set	up	a	scheme	to	
provide free internet/IT tuition to all vulnerable households so as to empower 
the members of these households, particularly the younger aged, to become IT 
literate and therefore more likely to integrate successfully in the labour market. 
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Table 23: Number of employees (16 to 74 years) by sector: 2008 - 2021

Sector 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2020	q1 2021	q1
Total 136,775 137,300  139,075  144,025 150,025  156,625  164,825  170,725 178,725 187,550 204,075 214,225 219,325 223,900 221,000 

of which

Manufacturing  21,750  21,350  22,300  23,275  21,250  21,600  22,175  22,050  21,775  22,600  23,275  24,575  25,950  24,400  27,000 

Construction  8,650  8,375  7,750  7,475  6,900  7,875  8,525  8,825  9,675  10,475  9,875  11,025  9,550  9,900  8,800 
Wholesale and retail 
trade, transportation 
and storage, 
accommodation and 
food service activities

 37,200  37,725  37,950  38,475  40,150  42,275  44,400  43,775  48,150  48,975  52,075  55,950  53,050  59,300  53,100 

Information and 
communication  5,900  5,450  4,625  5,875  6,675  6,450  6,550  6,875  7,275  7,250  8,025  8,300  8,025  7,900  9,100 

Financial and insurance 
activities  5,900  5,875  6,450  6,600  7,375  8,225  8,425  9,300  10,100  11,300  11,325  11,250  14,800  14,400  14,700 

Professional,	scientific,	
technical, administration 
and support service 
activities

 7,850  8,125  7,925  8,450  9,275  10,975  13,700  15,875  15,825  16,975  20,150  19,900  21,175  20,600  21,800 

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

 38,925  39,375  40,375  43,475  47,000  46,400  48,250  51,325  51,575  54,075  59,550  61,750  61,200  60,800  65,000 

Other activities  10,600  11,025  11,700  10,400  11,400  12,825  12,800  12,700  14,350  15,900  19,800  21,475  25,575  26,600  21,500 

Source: NSO, Labour Force Survey
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Sector 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2020	q1 2021	q1
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Financial and insurance 
activities  5,900  5,875  6,450  6,600  7,375  8,225  8,425  9,300  10,100  11,300  11,325  11,250  14,800  14,400  14,700 
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and support service 
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 7,850  8,125  7,925  8,450  9,275  10,975  13,700  15,875  15,825  16,975  20,150  19,900  21,175  20,600  21,800 

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

 38,925  39,375  40,375  43,475  47,000  46,400  48,250  51,325  51,575  54,075  59,550  61,750  61,200  60,800  65,000 

Other activities  10,600  11,025  11,700  10,400  11,400  12,825  12,800  12,700  14,350  15,900  19,800  21,475  25,575  26,600  21,500 

Source: NSO, Labour Force Survey
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Labour’s Economic Vision: Short term gain – Long term Pain
One	of	the	major	failures	of	the	Labour	government	over	the	past	nine	years	was	
its inability to create new economic sectors bar that of selling Maltese citizenship. 
Not only that, but through its reckless and premeditated actions that tarnished our 
country’s	 reputation,	 the	 Labour	 administrations	 jeopardised	 established	 business	
sectors	including	the	financial	services	sector	and	Gaming.	

The	MFSA’s	2020	Annual	Report	clearly	demonstrates	a	retraction	in	the	Net	Asset	
Value of Malta Domiciled Funds as per the table below. 

Table 24: Net Asset Value of Malta Domiciled Funds (EURm) 

2018 2019 2020

UCITS 2,672.8 3,113.7 2,605.8

Non-UCITS 11,569.9 12,800.0 11,113.7

Total 14,242.7 15,913.7 13,719.5

Source: MFSA’s 2020 Annual Report

The contraction in this industry is also evident in terms of the number of licensed 
entities.	The	MFSA’s	2020	Annual	Report	indicates	that	the	Total	Licensees	at	the	end	
of 2020 stood at 150 from 153 in 2019. Furthermore, whilst at the end of 2019 the 
Total Licensees for Collective Investment Schemes at the end of 2019 totalled 605, 
that number stood at 525 at the end of 2020. 

Another sector where growth is showing signs of fatigue is that of Authorised Trustees, 
Nominees and Trusts wherein the number of entities licensed in terms of the Trust 
and	Trustees	Act	to	act	as	trustees,	fiduciary	service	providers	and	administrators	of	
Private Foundations has shrunk from 174 at end of 2019 to 166 at end of 2020 which 
is	even	lower	than	the	figure	of	171	at	the	end	of	2018.	

Company Service Providers, previously an important gateway for Malta, has also 
seen a drop in the number of licensed service providers from 186 at end of 2018, to 
181 at the end of 2019 to 171 at the end of 2020. 

Inversely the much-lauded Virtual Financial Assets industry which the government 
portrayed	as	Malta’s	new	niche	and	cash	cow	has	seen	sluggish	growth	with	 the	
number	 of	 Virtual	 Financial	 Assets	 Agents	 growing	 by	 just	 1	 between	 the	 end	 of	
2019	and	2020.	Furthermore,	there	was	just	1	entity	licensed	as	a	Virtual	Financial	
Assets Service Provider at the end of 2020. 

This	is	not	surprising	when	one	considers	that	Malta’s	overall	attractiveness	to	investors	
has continued to slip. The EY Attractiveness Survey published in October 2020 indicated 
that	Malta’s	attractiveness	index	slipped	from	77%	in	2019	to	62%	in	2020.		
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Also, by pursuing an inward labour migration policy, the Labour administrations 
ended up eroding the standard of living of workers in Malta. The former Minister of 
Finance, Edward Scicluna, had, on more than one occasion, stated that the increase 
in the number of foreign workers was necessary to keep Malta competitive. In other 
words, the importation of labour created downward pressure to keep wages low. 

This is not how an economy should function. There needs to be a balance between the 
country’s	competitiveness	and	economic	performance	on	the	one	hand	and	improved	
quality	 of	 life	 for	 all	 on	 the	 other	 hand.	 This	 is	 the	 very	 essence	 of	 sustainable	
development, blatantly ignored by the Labour government over the past nine years. 

PN’s Economic Vision: Sustained Growth based on Excellence and 
Inclusion
The	PN’s	future	economic	policy	will	never	allow	human	dignity	to	be	jeopardised.	
The human person is at the centre of our economic policy and the economy is there 
to serve the human person and not the human person to serve the economy.

The economic policy of a future PN government is built on three main pillars. First, 
is the investment in our human resources. Although we recognise the important 
contribution of foreign workers in our economy, we cannot rely on population growth 
to bolster our economy. We must rely on the improved capabilities of our human 
resources	at	all	levels.	Our	human	resources	need	to	be	enabled	to	face	tomorrow’s	
challenges and to increase the value of their output.

Second, good governance is an essential enabling pillar of our agenda. There is a 
positive relationship between good governance and economic growth, and we will 
ensure	 that	 this	 is	put	 into	practice.	Our	country’s	prosperity	and	success	depend	
heavily on our reputation. Therefore, we will do whatever is necessary to protect it 
and strengthen it. 

Third, sustainability will be a focal point in our economic development. We recognise 
that	a	sustainable	economy	is	one	that	is	resilient	and	provides	a	good	quality	of	life	
for everybody. We will achieve economic growth which can be maintained without 
creating other social and environmental problems, especially for future generations. 
Businesses that were among the front runners to develop green credentials are now 
reaping	 the	 benefits,	 as	 consumers	 increasingly	 cite	 environmental	 considerations	
as a key factor in their purchasing decisions. This is happening in Malta too. Whilst 
three years ago, environment hardly featured as an area of concern in local surveys, 
it is now amongst the top priorities. As the impact of climate change becomes more 
repronounced on small island states including Malta, many companies are investing 
in green initiatives. In the coming years, this process will accelerate with the EU 
pushing	for	a	significant	percentage	of	recovery	funds	being	allocated	to	reach	the	
continent’s	climate	goals.	

The European Green Deal provides Malta with an opportunity to kick-start business 
regeneration post-COVID-19 pandemic. One third of the 1.8 trillion euro investments 
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from	the	NextGeneration	EU	Recovery	Plan,	and	the	EU’s	seven-year	budget	will	
finance	the	European	Green	Deal.	Our	business	operators	should	find	all	necessary	
support to access these funds. Companies abroad are well aware that customers 
are making informed choices on simple decisions such as to which product to buy, 
which country to travel to or which restaurant to eat at on the basis of environmental 
considerations.  Our businesses need to adapt and provide goods and services that 
are more environmentally friendly. 

We recognise the need of businesses operating in Malta to remain competitive in the 
global economy. To achieve this our economy must move up the value-added chain. 
Investment in knowledge is therefore a crucial factor for sustained economic growth, 
job	creation	and	improved	living	standards.	This	will	require	increased	investment	in	
research and development and a PN government will devote the necessary resources 
in this regard.

The Public Service needs to be redeveloped around the notion of value for money 
where what is measured is not the inputs and the outputs but the outcomes. We 
will achieve a balanced budget not by raising taxes or cutting expenditure on the 
government’s	 social	 programme,	 but	 by	 being	 ruthless	 on	 the	 waste	 that	 is	 all-
pervading	in	Malta’s	public	sector	today.

A PN government will implement a post-coronavirus plan to accelerate economic 
recovery without creating imbalances in the economy. While we will stimulate 
domestic	demand,	we	will	need	to	keep	in	focus	the	rate	of	inflation	such	that	the	
competitiveness	of	our	businesses	is	not	jeopardised.

We	will	support	the	development	of	existing	sectors,	such	as	finance,	gaming	and	
aviation focusing on building strong ties with Malta. These sectors which were started 
to be developed 20 years ago, need to be supported such that they strengthen 
their roots in our economy and increase their contribution. We will support them to 
introduce activities in our country of a higher value add.

We will strengthen the current investment in manufacturing and will support it by 
incentivising advanced higher value-added manufacturing activities. The past 
examples of investments in the pharmaceutical sector and aviation services should 
give	 us	 the	 confidence	 that	 the	 country	 is	 capable	 of	 attracting	 new	 activities	 in	
the	 manufacturing	 sector.	 We	 will	 enhance	 the	 global	 competitiveness	 of	 Malta’s	
manufacturing industry, expand market access, and increase exports. We will 
incentivize the increased use of advanced technologies such as 3D printing to 
strengthen	productivity,	improve	efficiencies,	and	optimize	production,	and	also	be	
more sustainable and greener. Companies in this sector, especially SMEs, must have 
the capability, resources and skills to embrace digital and smart manufacturing. To 
support the manufacturing sector, we will launch initiatives which help companies 
adopt Industry 4.0 solutions such as automation and robotics while also helping to 
upgrade the skills of their staff. We will set up a digital manufacturing laboratory 
facility to help develop next-generation manufacturing execution systems.
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We will redevelop the tourism sector by attracting higher value and lowering the 
environment impact. This is evidently the time to develop a sustainable tourism policy 
based	not	on	 the	number	of	 tourist	arrivals	but	on	quality.	A	PN	government	will	
build	on	the	unique	selling	points	that	Malta	has	to	offer	to	respond	to	the	demands	
and expectations of high value-added market niches in the tourism landscape.

A PN government will support a new generation of micro businesses and SMEs 
financially	and	encourage	young	entrepreneurs	to	lead	innovation	in	this	country.	
Innovation does not necessarily have to be ICT related but could include aspects 
such as product design and development.

We are conscious of the importance of the GIG economy worldwide. We will 
encourage its development in Malta through targeted support to support Maltese 
businesses,	 and	 especially	 start-ups,	 to	 benefit	 from	 this	 global	 development.	 This	
support	will	include	access	to	markets,	adequate	financing	and	reduced	operating	
costs.
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FOR MALTA
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1. AN OPPORTUNITY FOR ECONOMIC TRANSFORMATION: in the run-up to Budget 
2022, all constituted bodies and social partners concur that the country needs to 
think out of the box, seeking to learn from the hardship that the crisis has caused and 
the cost at which survival has come. This is why the Nationalist Party believes that 
we should embark on a collective effort to translate this hardship into an opportunity 
to	fix	what	 is	broken	 in	our	economic	model	and	pave	 the	path	 for	an	economic	
transformation and a shared socio-economic vision for Malta. The pre-budget 
documents of constituted bodies and social partners clearly point towards this need 
and its contextual relevance in shaping an economy built on value added.

Within a global context which will mark new boundaries for human development, we 
should seize the opportunity to stamp out the economics of senseless 
consumption, land development at all costs and zero-sum activities which pit economic 
activity against social wellbeing. We need to engage with the social and economic 
stakeholders to build the vision and strategy for our next-generation economy, 
leading the efforts of our country in a common direction of prosperity, health and 
social	justice,	inspired	by	the	over-arching	goal	of	delivering	the	common	good.

The 2022 budget should not be driven by political expediency in the months 
preceding a general election. Conversely, it is a timely opportunity to act as visionary 
leaders, devise strategic measures and spearhead programmes to carve out new 
economic sectors which will embrace the green economy, sustainability, liveability, 
environmental protection and the shaping of an island economy that leverages 
technology to serve as a hotbed of talent, innovation and a hyper-connected society. 
The post-pandemic economy we should be designing now should not return to the 
previous one which was failing people and society at large but one which seeks 
higher value-added, lower land utilisation, an improvement in wages and the dilution 
of labour arbitrage.

Buoyed by the funding being channelled through the EU Recovery and Resilience 
Facility, the 2022 Budget needs to ensure that measures intended to create a 
leading digital society are seriously prioritised whereby the Government becomes 
a key investor and promoter in technology transformation and digital adoption. 
In parallel, we cannot take the existing sectors for granted and hence we need to 
prioritise	 financial	 allocations	 for	 the	 development	 of	 strategies	 to	 safeguard	 and	
further transform and expand the vertical chain of existing key economic sectors.  

2. A NEW SOCIAL PACT: central to the socio-economic development aspirations we 
seek for our country, is a strategic effort at a national level to shape and curate a new 
social pact between constituted bodies, social partners, civil society and both political 
parties,	reflecting	the	fundamental	components	of	the	economic	transformation	we	
seek to attain in the aftermath of the pandemic and the economic hardship it caused. 

This	is	a	unique	and	timely	opportunity	to	genuinely	seek	the	formation	of	a	united	
platform	that	elevates	sustainability,	quality	of	life	and	social	mobility	to	the	highest	
level of our socio-economic priorities. We must be bold and visionary enough to 
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consider 2022 to be a bridge over the crisis, which can bring together all the partners 
to carve out a social pact that will gel the interests of all stakeholders in a bond to 
which all the key decision-makers would be willing to commit to, over the long-term.

The social pact needs to be complementary to the vision we are aspiring for our 
country and has to address sensitive matters such as the paradigm shift of our policy 
priorities	towards	wellbeing	and	quality	life,	the	introduction	of	a	living	income,	the	
practices leading work-life balance, improvement in wages pegged to productivity 
levels, the regularization of the informal economy and the eradication of precarious 
work. This Pact will shape the soul of our economy and serve as a stark reminder that 
an	economic	vision	is	not	just	about	the	numbers	but	more	about	the	people,	with	
social	justice	and	human	dignity	being	the	principal	values	at	the	core	of	the	policies.

3. AN INDIGENOUS PRIVATE HEALTH SECTOR:	 reflective	 of	 our	 direction	 to	
position	 our	 nation’s	 public	 health	 as	 a	 differentiator,	 coupled	 with	 our	 strategic	
direction of sparking an economic transformation, is the stewardship of a strong 
and resilient indigenous private health care sector in Malta to complement (and not 
compete with) the national health service. 

The	 first	 step	 should	 be	 the	 appreciation	 of	 the	 investment	 made	 by	 our	 existing	
entrepreneurs in this domain and their incentivisation in investing further and evolving 
their existing assets and business models. The government does not give the local 
healthcare	pioneers	sufficient	relevance	and	has	always	looked	at	them	as	second-
tier operators, with a limited stop-gap role in the healthcare landscape. The post-
pandemic recovery should serve as an opportunity to address this short-sighted view 
and seek to engage with this sector to position it as a strategic pillar of our economic 
transformation.

Budget	 2022	 should	 provide	 material	 and	 adequate	 support	 to	 enable	 existing	
healthcare	investments	evolve	into	regional	healthcare	beacons,	adequately	prepared	
for similar pandemic outbreaks and readily structured to provide crucial support to 
the public healthcare system. These operators should not only be considered as 
stop-gap emergency providers but as integral players with a dedicated space in the 
provision of the national health service going forward. Whilst these facilities and any 
new ones that may emerge would play a pivotal role in any future pandemic, their 
strategic function would be one that expands the healthcare service portfolio offered 
in Malta, evolving us as a health specialisation centre in the region. Moreover, the 
investment aid which is available to the country through the RRF could provide the 
necessary funding to support those aspects which are aligned with the scope of the 
application of the funds.

This approach needs to be expanded to seriously recognise those healthcare 
professionals operating in self-employment in the sector to bring them on as part 
of a digital platform of collaboration, with publicly funded infrastructure enabling 
the	stronger	proliferation	of	e-health	services	with	a	‘digital-first’	approach	and	the	
strong	application	of	artificial	intelligence	tools	to	help	in	virtual	patient	engagement	
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as a complementary practice to the community care. This will also enable us, as a 
nation	that	prioritises	health	on	our	agenda,	to	be	even	more	adequately	prepared	
in the event of a further pandemic resurgence.

In the next layer, this should be further extended through the nurturing of a local 
ecosystem in the healthcare sector, blending public and private investment to develop 
internal capacity for epidemic control supplies. This should include supporting 
investments in the healthcare digitisation sector and also the investment promotion 
and incentivisation of the manufacturing industry to attract production lines related 
to	healthcare	equipment	and	materials	as	a	new	manufacturing	vertical.	

Taking this a step further to achieve an even wider goal, we need to also use this 
window of opportunity to put in place the right frameworks for the long overdue 
evolution of the social enterprise in this country. This will enable the provision of an 
adequate	legal	and	investment	basis	for	the	evolution	of	healthcare	businesses	with	
a social purpose, for which today there exists a compelling need. 

The Government should take the lead in strongly promoting the funding of this pillar 
due	to	its	manifold	socioeconomic	benefits	and	the	material	public	interest	it	will	result	
in.	Apart	from	the	direct	investment	aid	acquired	under	the	RRF,	this	stream	can	be	
supported further through lending instruments available under the loan component of 
the	RRF	itself	and	also	the	European	Stability	Mechanism	(ESM)	specifically	devised	
to	 support	 ESM	 Members	 to	 address	 healthcare	 needs,	 which	 can	 be	 equivalent	
to	up	to	2%	of	the	2019	GDP,	equating	to	circa	€264m.	This	start-up	funding	will	
establish	a	unique	platform	for	further	leverage	and	growth	in	the	sector,	which	can	
transform this vision into reality.

It goes without saying that, as a starting point, the efforts in this direction would be 
futile if they are not preceded by a clear collective and national resolve leading to the 
closure of the long-drawn issue regarding the three main hospitals (GGH, KGRH and 
SLH) currently operated by Steward Health Care, with the facilities being returned to 
the State and integrated back into the national health services portfolio. It is amply 
evident that this privatization has failed and its failure is costing the taxpayers and the 
local patients very dearly, by the day. Blending these facilities back into the national 
health service and complementing them to the private sector investment drive will 
provide a truly resilient and effective health framework for the country.

4. INNOVATIVE AND COMPREHENSIVE INVESTMENT AID PROGRAMMES: 
Investment aid should not be an automatic concession but built on the wider basis of 
the strategic priorities being put forward in the economic recovery programme. The 
core notion of investment aid should be to support responsible enterprises that are 
willing to invest their effort and risk their capital in the transformation of their business 
as an integral part of the economic regeneration we are seeking to reconstruct. The 
Nationalist Party considers the post-pandemic recovery to be an integral part of 
our	socio-economic	development	agenda,	within	a	wider	objective	of	enabling	our	
economic wellbeing to bounce back within the shortest time possible.
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Clearly distinct from the targeted relief support, the purpose of the growth-focused 
investment aid should be focused on a set of priorities which will enable the economic 
transformation the country needs, seeking to map out a medium-term landscape 
which	 will	 empower	 businesses	 to	 grow	 responsibly	 and	 with	 adequate	 levels	 of	
funding. Priority should be allocated to the shaping of new business models, attraction 
of	talent,	 targeted	reskilling	programmes,	energy	efficiency,	climate-neutrality	and	
de-carbonisation	projects,	support	in	capital	programmes	aimed	at	digitisation	and	
business optimisation, innovation and a strong entrenchment of applied R&D. Whilst 
these are also referred to in the RRF approved by the European Commission, the 
Nationalist Party believes that the funding allocation should be more accentuated 
towards private sector investment and utilization rather than public sector spending.

The instruments made available for supporting enterprises should go beyond the 
classical methods and start venturing in more targeted support through various 
innovative	 routes.	 These	 should	 include	 sector-specific	 investments,	 formation	
of dedicated funds for recovery acceleration and the consideration of deeper 
participation in initiatives which can contribute to a more robust economic regeneration 
through high value-added activities. The evolving role of the Malta Development Bank 
and	potential	new	investment	funds	jumpstarted	by	the	government	should	support	
innovation-driven start-ups which might normally be side-lined by the commercial 
banks	due	to	higher	risk	profiles	characterising	such	enterprises	and	projects.
This	degree	of	support	needs	 to	be	significantly	extended	whilst	closely	guarding	
the	stability	of	our	financial	system	and	never	placing	in	jeopardy	the	liquidity	and	
solvency of the banks that have systemically served as catalysts for responsible 
economic transformation. 

5. SPEARHEADING OUR LOCAL ECOSYSTEMS: the peak of the pandemic has 
exposed the fragility of isolated systems and industries. As leaders, we need to 
draw our lessons from this and spearhead the formation, nurturing and growth of 
sustainable	 local	ecosystems	across	multiple	 industries.	This	needs	to	be	defined	by	
a strong accent on the promotion of the circular economy, a structural collaboration 
within	and	across	industries,	the	consolidation	of	industries	to	avoid	inefficiencies	and	
duplication together with a converged effort to internationalise. An essential primer 
that can contribute towards success is the application of targeted government sourcing 
to	serve	as	a	path-finder	for	 the	evolution	and	functioning	of	 the	ecosystems	in	this	
scenario.

Apart from channelling local procurement opportunities, government plays a key 
role in the nurturing of these local ecosystems mainly through their promotion and 
by	striving	to	remove	structural	inefficiencies	at	source.	A	case	in	point	is	the	logistics	
and supply chain costs, for which the Nationalist Party is strongly advocating for 
specific	 aid	 to	 industry	 to	 balance	 out	 the	 massive	 disadvantage	 it	 faces	 against	
competitors on mainland Europe. From a regulatory standpoint, we also need to 
ensure that the right levels of fair competition are in place and structural barriers to 
entry	are	not	allowed	to	emerge,	stifling	innovation	and	entrepreneurship.
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The notion of economic clusters needs to be expanded from its embryonic stage and 
elevated	 to	 a	 specific	 headline	 policy	 goal	 in	 our	 economic	 efforts.	 Such	 clusters	
allow and facilitate the transfer of knowledge, ideas and the creation of economic 
activity in emerging sectors which the stakeholders will collectively designate as 
being priority sectors on our growth agenda. The nexus between research and 
commercialization needs to be strengthened further within these clusters with the 
Malta Development Bank playing a key bridging role in supporting the investment in 
the start-up and evolution of such clusters. 

6. LEVERAGE EU FUNDING AS A PRIMARY FINANCING VEHICLE FOR 
TRANSFORMATION:  without portraying this as a silver bullet or as a substitute 
to	the	local	commitment	and	fiscal	discipline	necessary	for	enabling	the	economic	
recovery	to	materialize	in	a	sustainable	manner,	the	EU’s	RRF	and	the	MFF	will	play	
a crucial role in enabling it, particularly through 2022. The relevance of EU funding 
has never been so material as there is a clear link between the funds and the longer-
term	 economic	 impact.	 We	 firmly	 maintain	 that	 the	 funding	 priorities	 should	 be	
closely aligned to those being advocated for the economic transformation necessary 
to strengthen the future of the economy and not allocated to internal government 
spending.

As	the	share	of	direct	project	financing	by	the	private	sector	will	be	increasing	for	
these	projects,	the	government	needs	to	also	proactively	support	businesses	in	the	
funding	 of	 their	 financial	 contributions	 towards	 projects,	 possibly	 assisting	 them	
in	 securing	 foreign	 partners	 to	 aggregate	 the	 upfront	 financing	 required,	 linking	
economic clusters to the large-scale funds being set in motion by the European Union 
institutions.

The RRF and the MFF are complementary vehicles which have the potential of 
bridging the gap between our local resources and the aspirations being set out in 
our recovery programme, hence serving as the enabling vehicle for the execution of 
the measures which are being shaped for the 2022 Budget. This will be a complex 
process	 which	 will	 bring	 into	 play	 also	 other	 sensitive	 subjects	 which	 could	 have	
a	 fiscal	 and	 strategic	 impact	 on	 Malta’s	 economic	 future	 and	 hence	 will	 require	
a	concerted	effort	 to	achieve	 the	best	outcome	possible	 for	 the	financing	period,	
leading up to 2027.

7. ESTABLISH MALTA AS A CENTRE FOR RESEARCH, INNOVATION AND 
TALENT: To this effect, Government should: 

• Promote Malta as a centre for the establishment of research and development 
via inter alia tax incentives on transfer of pre-determined classes of intellectual 
property;

• Develop	 a	 set	 of	 fiscal	 incentives	 and/or	 measures	 of	 support	 designed	 to	
attract international R&D companies to use Malta for pilot technological 
studies	and	as	an	innovation	hub;

• Establish a framework of support to restrict the brain drain of many of our 



84

best talents leaving Malta for new pastures and to attract talents from abroad 
to set up shop here with a view to making Malta a hub for talent which in turn 
increases	investment,	business	activity	and	tax	collection;

• Establish a framework of support for the development of a start-up ecosystem 
including angel investing and venture capital.

8. STRENGHTENING AND SECURING MALTA’S FINANCIAL SERVICES SECTOR:
• Adequate	resourcing	should	be	given	to	the	MFSA	and	the	FIAU	to	safeguard	

the independence of these and free them from all forms of political pressure. 
These	authorities	should	not	be	dependent	on	the	Minister’s	goodwill	in	order	
to	be	able	to	operate	efficiently.	

• A national task-force be set up which would include all stakeholders, including 
the Opposition, in order to start addressing the measures that need to be 
taken for Malta to be taken off the FATF grey-list as early as possible. 

• The drawing up of a national strategy to address skills shortage in this sector. 
The strategy should also help ensure that as a country we do not continue to 
rely heavily on imported talent. 

• Malta continues to rely heavily on its corporate taxation regime in terms of 
attractiveness. The government should ensure that it continues to use all its 
resources	 and	 energy	 at	 defending	 Malta’s	 corporate	 taxation	 regime.	 At	
the same time the government should develop a think tank that can start the 
process	 of	 providing	 Malta	 with	 other	 major	 attractiveness	 factors	 so	 that	
Malta’s	dependency	on	the	taxation	regime	factor	would	be	reduced.	

9. ESTABLISH MALTA AS A CENTRE OF EXCELLENCE FOR MARITIME AFFAIRS: 
(Blue Economy) 
Europe’s	blue	economy	encompasses	all	 industries	and	sectors	related	to	oceans,	
seas and coasts, whether they are based in the marine environment such as shipping, 
fisheries	 and	 energy	 generation	 or	 on	 land	 such	 as	 shipyards,	 ports,	 land-based	
aquaculture,	algae	production	and	coastal	tourism.	Alongside	the	more	traditional	
sectors, innovative sectors are growing and evolving such as the blue bio-economy, 
ocean renewable energy and desalination. All this provides new prospects of further 
job	creation.	

The	European	Green	Deal	calls	for	the	transformation	of	Europe’s	economy	to	become	
a more modern, resource-oriented and competitive economy where greenhouse 
gases	are	phased	out	and	the	EU’s	natural	capital	is	protected.	The	Recovery	Plan	
for	 Europe	 sets	 out	 to	 boost	 the	 green	 and	 digital	 transitions	 and	 make	 Europe’s	
economy	more	resilient	and	sustainable.	The	EU’s	blue	economy	can	help	achieve	
this dual challenge. 

The Malta Maritime Forum (MMF) has commissioned studies showing that the Malta 
maritime community generated €855 million worth of direct economic activity which 
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rises to Euro2.5 billion when considering indirect and induced effects. Furthermore, 
the	industry	provided	almost	12,000	direct	jobs	which	figure	rose	to	approximately	
20,515	when	account	is	taken	of	both	indirect	and	induced	effects.	This	was	equivalent	
to approximately 10% of the total gainfully occupied population in 2018. It is further 
noted by the MMF that the average Value Added/employee (Euro72,000) generated 
in the maritime industry is 53% higher than the national average (Euro47,000). 

Bearing in mind the importance of the blue economy and the maritime industry, 
the MMF has made a number of important proposals in its 2022 Budget Proposals 
document. The more salient proposals, which the PN fully subscribes to, are the 
following:
1. The adoption of a national maritime transport policy strategy document dedicated 

to	the	maritime	industry;

2. The setting up of a Public Private partnership tasked with the international 
promotion of Malta as a centre of excellence and a worthy destination for 
investment in maritime facilities as well as the promotion of all maritime services 
offered	in	and	from	Malta;

3. Align the various initiatives in the education sector by the local providers 
concerning Maritime studies into one cohesive unit with a view to building 
synergies	and	consolidation;

4. Promotion of careers in the Maritime Industry to be highlighted from secondary 
education	level;

5. Focus	on	certification	and	accreditation	for	courses	in	the	Maritime	sector	to	be	
aligned	to	the	national	EQS	programme;

6. More	emphasis	on	training	in	the	maritime	sector	for	shore-based	careers;

7. Earmark	 specific	 funding	 support	 to	 all	 forward-	 looking	 economic	 operators	
willing to embrace future challenges within the maritime sector in the global 
context. Direct or indirect funding to be made available to encourage take up 
of	tangible	climate	change/energy	efficiency	initiatives	and	/or	competitiveness	
enhancing	measures	through	concrete	innovations	and	digitilisation	initiatives;

Additionally a National Maritime Framework should be created to ensure the better 
use	of	the	local	maritime	resources	in	an	efficient	and	sustainable	manner	through	
the direct involvement of all relevant stakeholders. The implementation of such 
framework will be established through the creation of a national policy with the 
direct involvement of all relevant stakeholders of the Maritime Sector, thus removing 
fragmentation	and	to	continue	building	on	the	success	story	of	this	sector;

Vocational courses with practical training and hands-on experience for several 
professions (like welders, crane operators, etc.) related to the maritime industry 
should be introduced and promoted so that school leavers who prefer to become 
tradespersons will be attracted to the industry. Such action will make up for the 
present	threat	of	lost	knowledge	in	the	absence	of	adequate	replacements;
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Discussions ought to commence so that the Maritime Vocational, Educational and 
Training	qualifications	will	begin	 to	be	recognized	under	 the	Malta	Qualifications	
Framework (MQF) and such training will begin to form part of the European 
Qualifications	Framework	(EQF);

Studies	to	identify	additional	quay	space,	berthing	spaces	and	increase	in	terminals	
yard space ought to be commissioned so that maritime operations will not be hindered 
together with the increase in the weather protection for berths. Such studies will be 
carried	out	in	consultations	with	all	stakeholders,	including	respective	Local	Councils;

Investment in marine fuelling infrastructure which meet international standards for 
refuelling	equipment	and	reduction	in	emissions	should	be	encouraged.	In	view	of	the	
MARPOL Convention, by 2025 it will be mandatory for European Port to implement 
shore connections systems in compliance with this Convention, which presently Malta 
ports	are	not	yet	equipped	to	provide	such	infrastructure;

Ease bureaucracy within the regulatory aspects related to law, regulations and policy 
related to the Maritime Sector in Malta which burdens the industry thus hindering 
the	attraction	of	major	foreign	ship	management	companies	from	establishing	their	
base and conducting their business in Malta, thus causing a deterrent for more 
investment locally in the Maritime Sector. This in view that when it comes to logistics, 
bureaucracy	is	resulting	in	excessive	increase	in	related	costs;

10. PLACE SUSTAINABILITY AS THE FOCAL POINT OF MALTA’S ECONOMIC 
DEVELOPMENT: Sustainability cuts across all sectors. To this effect it needs to be 
places as the focal point of everything that is being done and at the core of the 
strategies of Government, private enterprise and all stakeholders. The Malta Chamber 
of Commerce, Enterprise and Industry has put a number of interesting proposals to 
Government in this regard, the principal ones of which are the following and merit 
consideration:

• Direct investment in in recycling facilities and depots for construction waste.

• Incentivise the use of recycled building materials.

• Incentivise the training of professionals in LEED and build capacity towards a 
workforce able to affect the race to net-zero carbon.

• Malta	may	serve	as	a	test	hub	for	floating	offshore	wind.

• Building design should aim at achieving energy savings. Therefore, passive 
building design should be promoted and incorporated into the local policy 
framework for building and construction.

• Incentivise further businesses to invest in solar energy. Facilitating the uptake of 
energy generation by manufacturing companies will support these businesses 
to remain competitive. 

• Government	to	embark	on	a	project	to	benchmark	technologies	to	determine	
which are the most suitable for Maltese consumers. 
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• Malta needs to develop a framework that encompasses new technologies, 
structured to support them as they evolve and become available on the market.

• Current technologies should be better integrated into existing legislation, 
schemes and regulations.

• Schemes should focus on rewarding those businesses and individuals who 
meet	their	energy	efficiency	or	renewable	energy	generation	targets.	

• Promote	and	reward	energy	clean	travellers	to	influence	travel	patterns.

• Develop	a	national	masterplan	for	the	electrification	of	the	vehicle	fleet.

• Divert	 funds	 towards	 a	 “Sharing	 Economy”	 with	 efficient	 and	 realistically	
achievable transport solutions in the medium term and people at the heart of 
the solution.

• More focus on investing in infrastructure for public transport, school transport, 
car rental and sharing, bicycles, kick scooters, thus enabling the shift towards 
a sharing economy.

• Government to work towards ensuring that the minimum percentage established 
of EV ready parking spaces in car parks is met in accordance with the EU 
Directive on Energy Performance Buildings.

• Develop more charging infrastructure through possible public private 
partnerships. 

• Set	up	low	emission	zones	for	traffic.

• Invest in safer infrastructure for walking, cycling and scooters. 

• Stronger	direct	financial	incentives	to	purchase	electric	bicycles.




