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WHY A SOCIAL PACT? 

There is no doubt that the Maltese economy is currently facing a number of difficulties.  
It is our firm view that unless we meet the challenges ahead together we are destined 
to face more difficult times in the near future. This could have a profoundly negative 
effect on our ability to continue providing the necessary jobs and creating the 
necessary wealth to ensure a decent standard of living for the Maltese worker, his 
family and ultimately the country. 

Our economic environment is changing dramatically and at a fast pace.  The days of 
protectionism and monopolies are over.  We now have to work within a fully liberalized 
environment whereby the prerequisite of any success is the achievement of a 
competitive economy. The competitiveness environment embraces economic and 
physical infrastructure, labour costs, productivity, innovation, education, training, cost 
control and a variety of other factors. These factors create the climate for business to 
invest, expand and flourish. These are all necessary ingredients to stimulate economic 
activity and employment. If our enterprises are to take on the opportunities of EU 
membership, they need to be functioning in a competitive economy that will serve as a 
springboard for success in the wider European and global market.   

The UHM proposal 

With this in mind the UHM is proposing that a Social Pact between the Unions, 
Employer bodies and Government is agreed upon whereby each of the participating 
parties commits itself to the goals listed in the Pact and to fulfilling the measures 
necessary to reach the desired goals. The idea of a Social Pact whilst somewhat 
novel for Malta is in itself not a new concept in Europe where a number of European 
countries have agreed on social pacts spanning over a number of years and covering 
various issues. 

The UHM feels that given the current economic and social environment the time is 
right to launch this initiative. The UHM is launching this initiative in a sense of full 
collaboration with all the other social partners and as such should not be seen as a 
UHM initiative but rather as a national initiative launched in an environment of 
collaboration.     

The objective of the Social Pact 

The general objective of the Social Pact itself is to create the necessary framework to 
bring all social partners to agree on a common set of policies and actions necessary to 
promote sustainable social and economic growth leading to increased job 
opportunities and social justice. 

The timeframe for which this Social Pact will be binding is that of three years during 
which all parties will carry out the measures agreed upon. 

Agreement through Social Dialogue 

Social pacts are an outcome of successful social dialogue.  Social dialogue at the 
national level is dialogue among representatives of governments, employers and 
workers on issues of common interest relating to economic and social policy.  It is 
through such dialogue that the UHM is proposing that agreement on the final text of a 
meaningful Social Pact for economic growth is reached. The UHM strongly believes 
that the enabling conditions for successful social dialogue exist.  More specifically 
these conditions are: 
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� Strong and independent trade unions and employers’ organisations with the 
necessary technical capacity to meaningfully participate in the required social 
dialogue 

� The political will and commitment of all the political parties to work for a better 
future for Malta and its citizens 

� The appropriate infrastructure, through MCESD, within which the social dialogue 
should take place.   

There is also need for a long-term vision 

Whilst presenting a document that puts forward suggestions for a three-year action 
plan the UHM must emphasise the need for the development of a long-term vision for 
the country. There is no doubt that immediate action is required to enhance the 
competitivity of our economy as well as to maintain and then improve our standard of 
living. Such immediate action must however be guided by a long-term vision of where 
we want this country to go. Developing such a vision is beyond the immediate scope 
of this document however, the UHM feels that work on the elaboration of such a vision 
which will guide our future actions (both short-term and long-term) should begin 
immediately. We should also build upon the experiences of other countries and be 
more imaginative in finding solutions to the new challenges facing our country. In this 
respect government should consider setting up a ‘visionary group’ made up of leading 
Maltese citizens resident both in Malta and abroad.  

The structure of this document 

The document being presented for discussion is the result of an intense internal 
debate and takes into account the findings of specific focus groups set up within the 
UHM itself. It is also the result of discussions with political and business leaders as 
well as trade unionists.  To further compliment this debate and discussion a detailed 
analysis of the current economic situation has also been carried out.  This analysis 
which is attached to the Social Pact as a supporting document identifies the key 
challenges currently facing the Maltese economy.  With this as a background the 
Social Pact which is being presented lists 6 areas of top priority where we believe 
concerted action is needed.  Within each priority area we identify the challenges we 
are faced with and suggest the different measures required for us to successfully meet 
these challenges.  The measures put forward in this document are neither exhaustive 
nor final. Rather they represent our views on what could realistically be done over the 
next two to three years. All our proposals are open for discussion by all those parties 
interested in signing up to a social pact which could mark the beginning of a new era 
in shared governance.     

At the end of each priority area a Measures Matrix is drawn up with all the proposed 
measures listed.  For each of the measures we set out the proposed time frame and 
indicate who is responsible for the carrying out of each of the measures.  The 
measures are also prioritized.  Although each of the measures proposed is important 
some can be considered to be more crucial than others and thus should be given 
immediate attention.   

Invitation to all Social Partners 

The UHM would like to invite all the social partners and political parties to engage in a 
meaningful discussion through MCESD structures on the document being presented 
with the ultimate aim being that of agreeing on a common document to which all 
parties will sign their commitment to its final contents. 
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Business Competitiveness Index Ranking  
Ranking Country  Ranking Country 

1 Finland  26 Malaysia 
2 United States  27 South Africa 
3 Sweden  28 Estonia 
4 Denmark  29 Latvia 
5 Germany  30 Slovenia 
6 UK  31 Thailand 
7 Switzerland  32 Chile 
8 Singapore  33 Tunisia 
9 Netherlands  34 Brazil 

10 France  35 Czech Republic 
11 Australia  36 Portugal 
12 Canada  37 India 
13 Japan  38 Hungary 
14 Iceland  39 Greece 
15 Belgium  40 Lithuania 
16 Taiwan  41 Jordan 
17 Austria  42 Malta 
18 New Zealand  43 Slovak Republic 
19 Hong Kong  44 Mauritius 
20 Israel  45 Costa Rica 
21 Ireland  46 China 
22 Norway  47 Poland 
23 Korea  48 Mexico 
24 Italy  49 Morroco 
25 Spain  50 Vietnam 

 

PRIORITY 1 – ENHANCING COMPETITIVENESS 

Malta has to become more competitive.   According to the 2003 World Economic 
Forum report Malta ranks 19th from 102 countries in the potential growth 
competitiveness ranking however in the business competitiveness ranking Malta ranks 
42nd with most of the current and future EU member states ranked above us.   This 

means that whilst Malta is 
considered to have 
considerable potential for 
growth it is currently 
under performing.   This is 
a situation that needs to 
be rectified. 

Given the increasingly 
globalized nature of the 
world economy and given 
Malta’s economic 
integration with the EU, 
the issue of attaining and 
enhancing our 
competitiveness has now 
become the major 
challenge for Malta.   If we 
do not attain the 
necessary level of 
competitiveness we risk 
losing out on the 
opportunities of EU 
membership and 
subsequently becoming 
marginalised in the world 
economy. 

A competitive economy will give us the means to support continued economic growth 
which will enable us to continue providing jobs for our workers and creating economic 
wealth. 

The UHM believes that enhancing our competitiveness is a top priority which will 
enable all Maltese citizens to enjoy a high quality of life and to continue to raise his/her 
standard of living. Now is not the time to be complacent about our continued loss of 
competitiveness as wages, costs and general public spending accelerate well ahead 
of what is warranted by long-term stability and progress. 

Whilst all improvements in the factors of production and in the business environment 
lead to enhanced competitiveness the main challenges under this priority are:   

1) Ensuring an equalisation between work done and rewards received 

2) Maintaining price stability in the local economy 
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Challenge:  Ensuring an equalisation between work done and rewards 
received  

The cost of labour, amongst other costs, has a direct effect on the competitiveness of 
the Maltese economy.   It is a widely acknowledged fact that Malta cannot build a 
sustainable competitive edge solely on the basis of low wages.   There is however no 
doubt that the cost of labour does impinge on the overall competitiveness of the 
country if this is not matched with sufficient levels of production. Given the importance 
of human resources to the Maltese economy all other efforts to enhance Malta’s 
competitiveness would be undone if due attention is not given to the cost of labour.    

In the absence of a reliable measurement of production we are risking that increases 
in wages outstrip increases in productivity.   Such situations would lead to a reduction 
in the competitiveness of the enterprises / entities involved.    

This can be avoided if all the parties concerned (unions, employers and government) 
agree to a common formula for wage increases over the coming three years.  At the 
same time this agreement to a common formula must be accompanied by a 
commitment from government to maintain price stability thus protecting both workers 
and employers from sudden cost increases. 

Challenge:  Maintaining price stability in the local economy 

It is crucial that increases in inflation are curtailed by preventing a wage-price spiral 
from coming into motion. Whilst the inflation is determined by various factors, some of 
which are beyond the control of the social partners, the latter should avoid introducing 
measures which could have a detrimental effect on input and retail prices. Two main 
factors under the influence of government, in this respect are: 

� Direct and indirect taxation 

� The cost of services provided by government owned utilities and entities 

Both factors impinge on the overall non-labour related costs and hence the 
competitiveness of Maltese enterprises. The higher the rate of taxation the more 
entrepreneurial activity is stifled and the return on investment is reduced. Increases in 
the rates of direct taxation reduce the real disposable income of workers which then 
must be compensated through increases in wages which once again raises the cost to 
business thus rendering them less competitive. Similarly, an increase in indirect 
taxation results in an increase in the overall cost of living, which workers will seek to 
compensate for by higher wage claims. 

Price stability is also affected by the cost of essential services provided by 
government-owned utilities and entities.  Unfortunately we are sometimes exposed to 
sudden price increases in certain essential services which then have a significant, and 
sudden effect on Maltese businesses which in turn must take remedial action to 
safeguard their viability.  It would certainly be more beneficial to local enterprises if 
such increases are first planned and then gradually phased in and adequately 
communicated to the parties concerned.  Such an approach would allow local 
entrepreneurs to plan ahead taking into account the announced changes.  
Furthermore by gradually phasing in such changes entrepreneurs are in a position to 
absorb the additional cost burden in a more gradual manner than if the whole price 
increase is introduced in one fell swoop.     



A SOCIAL PACT FOR MALTA 

5 

What needs to be done 

In view of the above, the UHM is proposing the following measures: 

� All the social partners should establish and agree upon a cap (limit) on the % of 
wage increases over the next two years. This means that demands for wage 
increases should not go above the limit agreed upon. Therefore any wage 
negotiations should be within the limit agreed. The flexibility to negotiate within the 
limit established is necessary so that any increases given will reflect the realities of 
the different sectors and the individual firms.  

� The cap (limit) agreed upon should also incorporate any increases in the cost of 
living. Therefore the cost of living adjustment and any other increases agreed 
upon by individual employers and unions should be seen as one increase rather 
than two separate increases.   

� Explicitly tied to the setting of a cap on the % of wage increases over the next two 
years will be a firm commitment by employers to reinvest in the business through 
the provision of training for their employees and through the purchase of modern 
technology. The % amount of profits that should be reinvested in their business 
should be an item open for negotiations. Unions should explicitly tie limitations in 
demands for wage increases to reinvestment commitments made by employers. 

� Wage increases for the third year will be tied to sectoral productivity rates.  Thus 
any wage increases will be reflective of any increase in the cost of living as well as 
real increases in labour productivity. The concept of one increase to reflect both 
elements should be maintained in the third consecutive year. An increase in 
labour productivity usually means that enterprises are in a position to sustain the 
increase in the cost of their labour because they are being accompanied by 
increases in turnover and profitability.  The validity of this measure will however 
depend on the establishment of valid productivity measurements.  To this end 
MCESD (through its research arm) should over the next two years establish a 
sound productivity measurement mechanism whereby benchmarks for the 
different sectors will be established.  In using such benchmarks for wage 
negotiations it is clear that the realities of the individual enterprises must be taken 
into account. 

� Government will support these measures by undertaking a commitment to not 
increase both direct and indirect taxation over the coming three years thus 
continuing to safeguard workers’ real disposable income as well as keeping the 
cost to businesses down. 

� Government will also accompany these measures by undertaking (through 
consultation) a planned and phased approach towards any increases in the price 
of services provided by government controlled entities (e.g. water and electricity, 
waste disposal, public transport, Gozo ferry etc).     
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Measures Matrix1 

Measure T
im

e Fram
e 

P
riority 

G
overnm

ent 

U
nions 

E
m

ployers 

Establish a limit to the % of wage increases 
given over the next two years. Cost of living 
and any other increases should be given as 
one increase 

2004 - 2006 ��� 9 9 9 

Linking wage increases to increases in the 
cost of living and to increases in sectoral 
productivity. The concept of one increase 
should be maintained during this third year 

2007 ��� 9 9 9 

Productivity benchmarks to be provided by 
MCESD Research Unit 

2004 - 2005 �� 9   

Moratorium on increases in direct and indirect 
taxation as well as NI 

2005-2007 ��� 9   

A planned, phased, and consultative approach 
in the adjustment of prices controlled by 
government Utilities 

2005 - 2007 �� 9   

                                                 
1 The higher the number of stars the higher the priority with 3 stars indicating the measure as being a 
top priority 
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PRIORITY AREA 2 - INCREASING EFFICIENCY OF THE LABOUR 

MARKET 

Human resources remain one of the country’s key assets in the absence of other raw 
materials.  Overall economic growth will largely be determined by the ability to utilise 
the available human resources in the most productive manner possible.  As such 
Malta must ensure that the labour market operates as efficiently as possible to 
respond to the changing economic environment.  Unproductive individuals must be 
rendered productive and the productivity of the existing workforce must be enhanced 
on an ongoing basis.   

It has been very evident that Malta’s historic competitive advantage of low labour costs 
has been eroded over time, and will continue to do so as local wage levels 
increasingly converge with those of the developed countries.  Malta’s attractiveness as 
an investment location for labour-intensive industries will therefore continue to be 
eroded.  The future hence lies in attracting higher value adding industries to set-up in 
Malta which are likely to be increasingly knowledge-based and service oriented 
industries.  The trend towards such industries has already been witnessed over the 
past decade.  Between 1994 and 2002 employment within the services sector 
increased by 27.7%, whilst employment in direct production declined by 1.7%.  This 
phenomenon, also referred to as de-industrialisation, is consistent with developments 
in other European countries. 

The move towards such higher value-adding industries is imperative if the overall 
standard of living of the Maltese population is to improve.  The process will invariably 
result in operators in less competitive sectors needing to restructure and possibly even 
close down.  The UHM appreciates that there are cases where the workforce must be 
downsized and that these are unavoidable.  However their impact should be 
minimised to avoid unnecessary hardship to the individuals concerned and a loss in 
overall economic output.  Appropriate systems, policies and incentives must therefore 
be devised to ensure that individuals loosing their jobs are reintegrated into the 
productive workforce as quickly and efficiently as possible. 

The challenges ahead are hence to: 

� Ensure an efficient use of the country’s human resources 

� Increase the employability of workers 

The UHM is aware that the National Action Plan on Employment being prepared at 
present will seek to address the various issues mentioned below. It believes that 
consensus between the various partners and rapid implementation is required on the 
key challenges and measures mentioned under this priority area. 

Challenge: Ensure efficient use of human resources 

For Malta to prosper economically, it is imperative that the available human resources 
are utilised as efficiently as possible.  A higher employment rate yields higher 
economic output and hence a higher overall standard of living.  Malta’s employment 
rate ranks amongst the lowest of all EU member and applicant states, at 54.5% in 
2002.  This is partly attributable to the generally low participation rate of females of 
34.5%. 

A relatively high unemployment rate - fluctuating between 5% and 6% for the past 5 
years - is a further contributor towards the lower employment rate.  Most of the 
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unemployed are semi- or unskilled individuals, with slightly over half of the total 
unemployed population being long term unemployed, i.e. 53 weeks and over.  
However it is noteworthy that the unemployment rate of the under 25 year-old 
jobseekers has consistently been higher than the overall unemployment rate.  
Moreover, the female unemployment rate in this age bracket has been increasing 
sharply since 2000. 

The demographic structure of the Maltese population in conjunction with the proposed 
increase in the pension age to 65 gives rise to further concerns.  Assuming the current 
employment rate, it is estimated that the overall labour supply will increase by 5,000 
2individuals by 2007 as a consequence of workers remaining in the workforce for 
longer.  This implies that new jobs need to be created not only to replace jobs lost in 
the restructuring process, but also to create opportunities for new labour market 
entrants.   

What needs to be done 

The efficient use of the country’s human resources hence requires increasing the 
employment rate and reducing unemployment.  To address these two key issues the 
UHM proposes the following measures: 

Promote female participation in the labour force 

According to a study by the Workers Participation Development Centre at the 
University of Malta, parenthood and fiscal disincentives remain the primary causes for 
withdrawal from the workforce amongst females.  A significant proportion of individuals 
surveyed indicated that they would be willing to re-enter the workforce if appropriate 
work-practices, facilities and fiscal incentives were to be provided.  It is therefore 
proposed that: 

� A special emphasis must be placed on the provision of high quality, flexible and 
affordable childcare. Therefore investment in and provision of affordable childcare 
facilities should be encouraged.  Such investment must be undertaken both by the 
government and the private sector.  

� Specific measures to assist working parents to meet the cost of childcare services 
should be introduced. These could take the form of a tax relief, and additional 
measures such as tax allowances and social welfare payments should be 
targeted at those on low income. 

� The concepts of family friendly policies, flexi-hours and promotion of tele / e-
working must be accepted and encouraged by both the unions and employers. 

� Fiscal disincentives currently associated with part-time work, in particular 
pertaining to time limits for payment of social security payments and the taxation 
of females which have opted for joint tax computation with their husband, must be 
removed / reduced. 

� The setting up of temping agencies, which facilitate the temporary placement of 
individuals within companies should be incentivised by government. This measure 
must be accompanied by the necessary legislation to safeguard the rights of 
these temporary workers. 

                                                 
2 Estimated by EMCS on the basis of the 2002 demographic data published by the NSO and crude 
death rate of the respective age cohorts and the current employment rate. 
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Easing of young workers into the labour market 

Reducing youth unemployment requires measures to proactively assist individuals in 
joining the labour force.  This requires: 

� More effective career counselling at both the secondary and tertiary educational 
institutions to prepare individuals for their career and also assist in the career 
choice.  Career counselling must be closely tied to industry requirements and the 
overall national industrial policy.  In this respect both the employers and unions 
must provide active support through educational talks and company visits to 
provide an insight into the opportunities available. 

� A review of the current teaching infrastructure should be undertaken to assess 
whether it is adequate to meet the skill needs of our economy. The review should 
be the responsibility of the Ministry of Education however it should be carried 
out by independent experts to ensure that an impartial outside view is obtained.    

� The use of apprenticeships and internships during academic training must be 
promoted more actively.  This will provide job seekers with a basic level of work 
experience upon leaving the educational system often sought by employers.  
When linked to their academic training, such work experience also contributes 
towards more practical employees and lowers induction costs to employers.  In 
spite of the benefits to the labour market as a whole, internships and 
apprenticeships are generally avoided by employers due to the cost associated 
with the training of such individuals for which they would generally not get a return.  
To encourage such a practice it is hence proposed that: 

� Fiscal incentives be offered to employers to take on interns and apprentices.  
Such incentives may also be extended to the interns themselves.   

� Unions facilitate the placement and allow the practice of utilising apprentices 
and interns within enterprises. Apprentices should be seen as complimentary 
to and not as substitutes of full time employees.   

� Educational entities provide academic recognition for internship period. 

� Investment in the current ETC and MCAST training programmes should 
continue. 

Developing the right skills base 

The availability of sufficient suitable skilled personnel in line with industry requirements 
must be ensured.  Skills shortages result in excessively high salaries, hence reducing 
labour cost competitiveness, whilst a skills surplus results in a less efficient workforce 
at best, and high structural unemployment at worst.  The development of the right 
skills base requires knowing the skill requirement of industry supported by measures 
to ensure that the skills requirements are met. 

An on-going assessment of skills requirement by industry is therefore a must.  It is 
proposed that a skills development task force be set up under the auspices of the 
Ministry of Education.  The objective of this task force would be to assess the future 
industry requirements on a regular basis (say annually).  The assessment of these 
skills requirement must be long term, tied to the industrial policy, and should ideally be 
quantified.  The participation of the private sector on the task force is imperative, as is 
that of the relevant government ministries and parastatal agencies.  More active public 
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dissemination of available labour market information, such as the ETC’s “Employment 
Barometer” is required.   

In a second step, suitable incentives for the matching of the skills must be provided 
within the educational sector.  In this respect the current stipend system must be 
reformed.  The UHM believes in investment in human resources.  It therefore favours 
a free educational system.  It also believes that individuals should not be 
disadvantaged from benefiting from further education due to financial reasons.  
However the current form of the stipend system needs to be redesigned to address 
the real needs of the country. Stipends should also be linked to performance and 
should be utilised to support students in those areas of studies where additional 
manpower is required by industry.  It is also proposed that the private sector should be 
encouraged through appropriate fiscal incentives to sponsor students thereby 
reducing the overall burden on the public finances. These proposals are addressed at 
students undertaking tertiary and vocational training. 

Protect health and safety of human capital 

The investment in the human capital must be safeguarded to minimise the loss in 
productive output to the economy and reduce the pressure on the welfare and health 
expenditure.  In this respect both the employers and the employees must ensure 
that health and safety regulations are adhered to.  On the employers side, suitable 
measures and equipment must be made available, whilst on the employees’ side the 
utilisation of such must be respected.  In this respect the unions must assist in 
ensuring that health and safety regulations are adhered to by their members at the 
respective place of work.  On the employers part, a commitment in this respect is also 
required. 

Encouraging unemployed to take up self-employment 

A further measure to reduce unemployment is to promote self-employment of the 
respective individuals.  Various incentives already exist in this respect.  Awareness 
about such incentives must however be increased and the necessary support 
provided with minimal bureaucracy.  Moreover, access to finance to prospective start-
ups must be facilitated.  Given that unemployed do not posses a steady source of 
income, there is a reluctance by commercial banks to provide them with the necessary 
finance facilities.  It is therefore proposed that a “loans of honour” scheme be 
introduced, whereby unemployed individuals satisfying a set of predefined criteria will 
be provided with a government guarantee for the respective loan.  The loans would 
be provided by commercial banks and should include a repayment moratorium. 

Challenge: Increasing the employability of workers 

The best protection that can be provided to employment is to ensure that the 
workforce is skilled, adaptable and creative. The skill levels of employees must be 
updated in line with the structural shifts and technological developments taking place. 
Increasing the efficiency of the labour market therefore requires that the process of 
redeploying human resources within the economy works as efficiently as possible. The 
level and duration of unemployment must be reduced by implementing measures to 
increase the employability and flexibility of workers.  This is achieved by widening the 
range of skills that individuals are able to master, by deepening their knowledge of the 
skills, and by increasing the adaptability of the worker to cope with change. The 
benefits of such an approach are: 

� Employers will be able to redeploy resources more easily within the enterprise to 
react to changing business conditions, thereby reducing the risk of redundancies 
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� The level of frictional and structural unemployment will be reduced, as individuals 
will be able to respond to a wider variety of job opportunities. 

� The strain on welfare payments is reduced. 

The UHM hence believes that a concerted effort to upgrade the skills-base of workers 
and changing work processes is essential. 

What needs to be done 

In view of the above, the UHM proposes that the following measures be adopted: 

Promoting on the job training 

For most enterprises ‘on the job training’ is a key element in increasing organisational 
efficiency and in some cases even a source of competitive advantage.  Unfortunately, 
the short-term costs associated with training in terms of lost production often leads to 
under-investment in training.  This is especially the case in small enterprises which do 
not have a formal HR department.  Participation in EU funded vocational training 
programmes must hence be promoted more aggressively and exploited by the private 
sector.  In this respect the unions play a key part in facilitating the process and 
providing the necessary infrastructure to tap such funds.  Moreover, an educational 
campaign on the benefit of training must be undertaken on the part of the employer 
bodies amongst their members.   

In this respect government too must ensure that it maximises the potential of its own 
workforce by providing on the job training on a more consistent basis. It should also 
explore further the possibilities of setting up Private-Public-Partnerships as this could 
result in a transfer of skills from the private sector to the public sector and vice versa. 

Improve retraining 

Specialised training courses must be set-up at ETC, MCAST and University for 
unemployed people.  This will enable frictional unemployed to utilise their 
unemployment period in a constructive manner in furthering their skill or attaining new 
skills.  Crucial for the success of such retraining courses is that the various courses 
are of a short-term nature and repeated frequently to permit the unemployed to take 
advantage of the opportunity.  In this respect more coordination between ETC, 
MCAST and University is called for to ensure an efficient deployment of resources.  

Promoting staff multi-skilling 

Increasing staff multi-skilling requires staff exposure to varied tasks at their place of 
work and less restrictions on the redeployment of staff within an enterprise.  Unions 
should continue to promote the use of such practices where these are required for 
training purposes or – in the case of companies in difficulty – for the continued survival 
of the enterprise. 

Upgrading the linguistic capabilities of the workforce 

Multiskilling of the labour force also relates to the linguistic capabilities of the workers. 
This is particularly important for an open trading nation like Malta. A special emphasis 
must be placed on ensuring an adequate level of literacy of both Maltese and English. 
Moreover, an increased emphasis has to be placed on foreign languages throughout 
the educational system. Although there has been some progress in this respect, much 
still needs to be done in order to strengthen Malta’s position within the European 
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context. As such there is a need to increase the spread of languages being taught, 
with a special emphasis on European languages, and ensure that there is a higher 
uptake amongst students. Special emphasis has to be placed on offering courses 
within the secondary and tertiary educational institutions. In the latter case, the 
introduction of foreign languages within the academic syllabus should be considered 
with appropriate recognition provided. 
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Measures Matrix 
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Promote female participation in the labour 
force 

     

Remove fiscal disincentives for part-time work 2005 ��� 9   
Investing and providing affordable child-care 
facilities 

2005 - 2007 ��� 9  9 
Tax relief for expenditure on child-care services 2005 - 2007 �� 9   
Promotion of flexi hours and teleworking 2005 - 2007 ��� 9 9 9 
Provide incentives for setting up of temping 
agencies. This must be accompanied by the 
relevant legislation 

2005 - 2007 �� 9   

Easing of young workers into the labour 
market 

     
Promoting apprenticeship / internships within 
companies 

2005 - 2007 ���  9 9 
Improve school / university career counselling 2005 - 2007 ��� 9 9 9 
Continued investment in ETC and MCAST 
training programmes 

2005 - 2007 ��� 9   
Minimising impact of redundancies      
Special active immediate assistance to workers 
being made redundant 

2004-2007 ���  9 9 
Developing the right skills base      
On-going assessment of skills requirement by 
industry and public dissemination 

2005-2007 ��� 9 9 9 
Reform of the stipend system  2005 ��� 9  9 
Protect health and safety of human capital      
Enforcing health and safety at the work place 2004-2007 �� 9 9 9 
Encouraging unemployed to take up self 
employment 

     
Create awareness of existing incentives 2004-2007 �� 9 9  
Provide Loans of Honour scheme 2005 - 2007 �� 9  9 
Promoting on the job training      
Promote participation in EU vocational training 
programmes 

2004-2007 ��� 9 9 9 
Educational campaign on benefits of training 2004-2007 �� 9 9 9 
Improve retraining      
Set-up specialised training courses at ETC, 
MCAST and University for unemployed 

2005-2007 �� 9   
Increasing staff  employability      
Promoting the multi-skilling of staff at the work-
place 

2004-2007 �� 9 9 9 
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Upgrading the linguistic and literacy capabilities 2004– 2007  ��� 9   
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PRIORITY 3 – PROMOTING INNOVATION 

The EU has recognized the importance 
of innovation and in 2002 agreed that 
the overall spending on research and 
development in the whole of the 
European Union should be raised to at 
least 3% of GDP.  This has led to the 
European Commission drawing up the 
“3% Action Plan” which outlines the 
measures that are necessary to 
achieve such a target. 

Seeking to enhance our 
competitiveness solely on the basis of 
low costs is not a sustainable 
approach.  It is clear that the way 
forward is through the training of our 
workers and through the promotion of 
R&D, both of which ultimately lead to 
innovation.  This will enable Malta to 
attract FDI in those hi-value areas 
where R&D plays a major role.  If we 
fail to recognize the importance of this 
aspect we are likely to face a  “de-
industrialization” whereby the 
manufacturing sector declines as the 
more traditional sectors contract due to 
intense competition and lack of 
competitiveness whilst the expansion of 
the ‘newer’ industries fails to 
materialize. 

Challenge:  Promoting research, 
development and innovation 

Research, development and innovation 
are critical to enhancing economic 
growth and assisting Maltese 
businesses to move up the value-
added chain. An environment 
conducive to greater innovation and research is required. Innovative research forms 
the basis of the creation of new products and services.  Those companies that are 
able to deliver such new products and services gain first mover advantage on the 
market and are thus able to gain a competitive edge over their direct competitors. 

What needs to be done 

Set up an R&D fund to facilitate access to finance for innovative SMEs  

Carrying out innovative R&D requires both finance and a technical skills base.  Given 
the size of Maltese firms, accessing the required finance to carry out meaningful R&D 
is a problem.  Therefore local enterprises must be put in a position to access the 
necessary finance.  This could be achieved through a pooling of financial resources 
whereby a national R&D fund is created which allows enterprising SMEs to undertake 

Patent applications to the European 
Patents Office per million inhabitants - 
2001 

S 367 
FIN 338 
DK 310 
NL 243 
DK 211 
L 211 
A 174 
B 152 
F 145 

UK 133 
IRL 86 

I 75 
SL 41 
E 24 

HU 19 
CY 14 
CZ 11 
EE 11 
MT 10 
EL 8 
LV 8 
SK 6 
P 5 

PL 3 
BG 2 
LT 2 
RO 1 
TR 1 

 Source:- Eurostat
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R&D initiatives. The Malta Council for Science and Technology (MCST) could be 
given the responsibility to manage the fund however this should be accompanied by 
the necessary resources to carry out the function effectively. 

The idea of creating a fund is not new and the question of being able to provide the 
necessary funding for such a fund always remains.  What we are suggesting is that a 
percentage of the income tax on corporate entities collected by government is 
earmarked for such a fund.   

In some countries an actual R&D tax is charged to companies however we feel that 
companies should not face the additional burden of a new tax.  Rather, part of the tax 
amount already being collected should be directly diverted to the creation of the R&D 
fund.  The amount of finance provided by government via this earmarking of taxes 
collected could be further enhanced through contributions from leading companies 
operating in Malta.     

Ensure proper administration and communication of the fund 

This is a key issue.  All too often positive initiatives are undertaken by the authorities 
only for such initiatives to fail because they are not communicated well enough to the 
business community or because they are not administered well.  Therefore all efforts 
must be made to ensure that the fund, its goals and mechanisms are clear and that 
qualified personnel are put in charge of its administration. MCST personnel 
responsible for the fund should undertake the necessary training to administer and 
market the fund. The positive experience of IPSE and its restructuring programmes 
should be referred to and made use of. 

Assist participation in international research projects 

Participating in international research projects together with other partners provides 
local enterprises and research bodies with the advantage of having the critical mass 
necessary to make the carrying out of certain costly research possible. On the other 
hand SMEs often find it difficult to participate in these projects either because they do 
not possess the necessary information or else because filling in the necessary 
paperwork is a lengthy process. MCST already provides a service highlighting 
research opportunities in the EU 6th Framework Programme. This service should be 
extended to cover other research initiatives. Assistance in dealing with the relevant 
paperwork should however be provided through the provision of advisory services by 
non MCST specialised personnel. This is necessary to avoid a conflict with MCST’s 
current role as administrator of the 6th Framework Programme.    

Promotion of existing tax incentives for innovative SMEs 

Fiscal incentives for innovation already exist in the present tax legislation. However, 
awareness of the possibility of benefiting from the increased tax credits must be further 
increased for companies to invest more in R&D. To this effect the constituted bodies 
and government should undertake to improve communication of these benefits to 
their members and the business community in general. 

Encourage  further specialization 

Carrying out meaningful R&D requires a specialized skills base.  When foreign 
companies decide to set up in Malta they normally bring along a significant amount of 
know-how and Maltese workers benefit from the subsequent transfer of knowledge.  
This however is not enough.  For Malta to be an attractive place for the setting up of 
high-tech industries one of the key elements must be the supply of workers with the 
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necessary skills base.  This clearly means that further specialization at the tertiary 
level is required. 

The importance of this can be seen in the Irish experience.  One of the main reasons 
why Ireland has been successful in attracting high-tech multinational companies has 
been its ability to provide high quality specialized graduates in those areas demanded 
by these industries.   

In Malta we face a somewhat peculiar situation.  Students are given an incentive to 
undertake tertiary education right up to a first degree via the provision of a stipend.  
However students wishing to specialize further must do so out of their own pocket or 
via the sponsorship of a private enterprise.  This is resulting in significant numbers 
undertaking a tertiary education right up to a first degree with a very limited number 
going on to specialize.  The current set up is therefore inadequate and remedial action 
must be undertaken if the objective of developing high tech sectors is to be achieved. 

As suggested in Priority 2 the stipends system needs to be re-evaluated with an 
emphasis on those sciences likely to be most in demand.  This must be clearly linked 
to our industrial policy.  If there is a conscious decision to go for certain sectors such 
as IT and biotechnology then specialization beyond a first degree in these areas 
should amongst others be supported by the stipends system.  

The change in the stipend system at tertiary level should also be accompanied by 
efforts to encourage the uptake of science, mathematics and technology related 
subjects also at secondary level. Particular attention should be paid to the methods 
employed in teaching these subjects and to the provision of the necessary facilities 
(school laboratories, equipment etc).  

Create areas of excellence in specific sectors 

As already indicated above a conscious decision by our policy makers must be taken 
as to which industries we wish to attract to Malta.  We can no longer undertake a 
haphazard approach towards the attraction of FDI.  Given our limited resources it is 
clear that we must focus on a few key areas and seek to be successful in them.  Once 
these areas are clearly identified and communicated to all the interested players 
(education authorities, policy makers, employer bodies, unions etc) then all efforts 
must be directed towards these areas with the goal of creating the centres of 
excellence. 

Creating such centers involves the setting up or usage of existing institutional set ups 
to promote training and research in these areas.  This will continue to contribute 
towards enhancing the skills base as well as the transfer of knowledge. 

Encourage the support of the private sector  

The private sector must also be encouraged to participate in this drive towards 
developing our skills base as well as developing centers of excellence.  A tax incentive 
(e.g. 150% of the cost is deducted from profits) should be provided for those 
enterprises which undertake to sponsor students undertaking additional specialization 
in the targeted areas. 

Challenge:  Establishing a firm link between research, education and industry 

While financial support plays an important part, a meaningful collaboration between 
research, education and industry is necessary if we are to become a knowledge-
based economy providing high quality jobs. Unfortunately all too often the link between 
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research and industry is missing.  A lot of valid research and innovation is undertaken 
at university level as well as at the level of technical institutes.  This research is 
however not adequately transferred to industry and thus very valid work is often not 
utilized or lost.  The challenge therefore is to transfer this research towards industry 
and to translate it into commercial ideas.  We are currently failing in this area as 
evidenced by the low number of patents per inhabitants in comparison with the rest of 
Europe. Furthermore, industry should create the demand for research thus ensuring 
that there is coordination between the research demand and supply.   

What needs to be done 

Establishing a formal link between industry and educational institutions 

A formal platform of dialogue between the private sector and the educational 
institutions must be created to ensure that resources put into R&D are used efficiently 
as well as to ensure that our educational institutions are meeting the requirements of 
local industry.  A specific industrial R&D task force containing industrialists and 
researchers should be created.   

Setting up a formal platform is however not enough.  It is vital that the results and 
information obtained through this dialogue are / is disseminated so that policy makers, 
educational authorities and business leaders can take the right decisions and efforts in 
this direction. 
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Measures matrix 
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Promoting innovative research 
 

     

Set up an R&D fund to facilitate access to 
finance for innovative SMEs  

2005 ��� 9 
 

 
 

9 
 

Ensure proper administration and 
communication of the fund 

2005 - 2007 ��� 9 
 

9 
 

9 
 

Assist participation in international 
research projects 

2005 - 2007 �� 9   
Promotion of existing tax incentives for 
innovative SMEs 

2004 - 2007 �� 9 
 

  

Encourage  further specialisation 2005-2007 ��� 9 
 

 9 

Encourage the support of the private 
sector  

2005 - 2007 �� 9 
 

  

Create areas of excellence in specific 
sectors 

2005 - 2007 ��� 9   
Establishing a firm link between 
research and industry 

     
Setting up a formal platform of dialogue 
between industry and educational 
institutions 

2005 ��� 9 9 9 
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PRIORITY 4 – REDUCING BUREAUCRACY AND CREATING A BUSINESS 

FRIENDLY REGULATORY ENVIRONMENT 

Excessive bureaucracy often stifles the potential of business.  This bureaucracy hits 
right across the board from the requirements to set up a business right to the carrying 
out of business on a day-to-day basis. Private enterprise requires an efficient 
bureaucracy to enable it to generate wealth, raise living standards and create jobs. 

At the Lisbon European council of March 2000, the creation of a friendly environment 
for starting up and carrying out business was identified as part of the EU’s strategy to 
become the most competitive and dynamic knowledge-based economy by 2010.  
During the same summit, European leaders called for further efforts to lower the cost 
of doing business and remove unnecessary red tape and asked the EU institutions, 
national governments and regional and local authorities to continue to pay particular 
attention to regulatory impacts and compliance costs to businesses. 

Too much regulation and an unclear delineation of responsibilities lead to delays that 
all too often result in lost business and lost investment opportunities.  The Maltese 
economy cannot afford the luxury of a having a regulatory environment that does not 
take account of the needs of our enterprises.  Also called into question is the rigid and 
sometimes uncooperative attitude taken by those people responsible for implementing 
these rules and regulations.  It is vital that these people are made conscious of the 
vital role they play in enabling businesses to flourish as well as of the 
counterproductive effects that a too rigid approach can have. 

This is now even more important in view of the fact that Malta is joining the EU and will 
thus be taking on all the rules and regulations of the Union. The UHM is not 
advocating that these rules and regulations are not respected, what is being 
advocated is that they are applied in an intelligent manner that contributes towards the 
flourishing of our enterprises.   

Challenge:- Better regulation for a stronger business community 

We must aim to foster entrepreneurship and this can be done by creating a good 
entrepreneurial climate. Malta’s regulatory environment should be driven by the desire 
to make the country more business friendly and attractive to investment. Our 
regulatory environment needs to be clear, simple and responsive. 

All legislation that is introduced should take account of the needs of business to 
ensure that no unnecessary burdens are put on Maltese enterprises.  Where 
proposed new legislation is found to be of a hindrance to enterprises, this should be 
reviewed and ways and means of reducing the potential negative effects should be 
sought.  With regards to legislation already in place, a review and a thorough analysis 
of key legislation deemed to be having an effect on business should be carried out. 
Our regulatory environment should be one that supports rather than obstructs good 
business practice. It should also be one which provides certainty to all investors 
operating or wishing to operate in Malta. 

What needs to be done 

Setting up of an independent regulatory impact assessment unit 

An independent regulatory impact assessment unit consisting of technical personnel 
and backed up by an adequate secretariat should be set up.  The role of this unit 
should be that of conducting a critical assessment of all proposed legislation to 
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evaluate what the impact of this legislation will be on business.  This means that not 
only business legislation should be reviewed but all legislation being proposed 
irrespective of the area in question. No new legislation should be introduced without a 
business impact assessment. The process should be further enhanced through a 
process whereby the input of the constituted bodies is also sought.  More specifically 
the constituted bodies should be asked to provide alternatives within a specified time 
period to those areas / provisions contained within the reviewed legislation which in 
their view could harm the interests of the business sector.  

This initiative should be undertaken by the Small Business Efficiency Unit which 
however needs to be given fresh impetus. The original aim of the SBU was to improve 
the legal and administrative environment of business and therefore this initiative 
should fit within the remit of this unit. It however must be emphasised that although 
receiving government funding the SBU must be given a large degree of independence 
to ensure its objectiveness and credibility. 

An evaluation of the cost of regulation 

An independent evaluation of the cost of regulation to Maltese enterprises should be 
carried out.  In carrying out this evaluation we should seek to identify which are the 
burdens on SMEs resulting from local legislation, from where they stem, and what the 
actual cost really is.  More specifically this exercise will identify the compliance costs 
stemming from generic requirements of legislation, the compliance costs stemming 
from key business legislation and the administrative burdens linked to government 
formalities and information requirements (red tape).  This evaluation should be pushed 
by government, discussed at MCESD and its findings made public.    

This initiative should also be undertaken by the Small Business Efficiency Unit. 

Reduction in disruptions to production processes 

Production and work processes are often significantly disrupted when public / national 
holidays fall during mid-week. This often results in enterprises incurring significant 
costs to reset their production processes for a second time during the same week. In 
order to avoid enterprises incurring this additional unnecessary cost public / national 
holidays that fall during the week should be shifted to either a Friday or Monday thus 
avoiding mid-week disruptions. In proposing this due consideration must be given to 
our religious, cultural and historical heritage. 

 Challenge:  Reduction of administrative costs and unnecessary bureaucracy 

Maltese enterprises are faced with government induced costs as well as government 
induced bureaucracy.  These continue to contribute towards the lack of 
competitiveness of the Maltese economy.  For too long we have talked about these 
issues with not enough being done.  Now it is time to take concrete action and obtain 
visible results. 

What needs to be done 

Government ministries must undertake concrete annual ‘anti 
bureaucracy’ action plans to reduce unnecessary bureaucracy 

Each Government ministry should undertake to present and carry out concrete action 
plans on how they intend to reduce bureaucracy and introduce business friendly 
procedures.  These action plans should be presented on a yearly basis and they 
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should be made public so that a transparent evaluation of what has been achieved 
can be carried out.  All Ministers and their respective heads of departments must be 
held accountable for the results (or lack of) achieved.    

Challenge: Rationalisation of the cost of government  

The cost of government continues to rise and projected figures of revenue and 
expenditure are not adhered to. This continues to put an additional strain on 
government finances. Despite all the pressure on government to control its costs, lack 
of control and lack of adherence to the appropriate procedures are very often 
highlighted in the annual Auditor General’s Report. A proper management of 
government spending is required and this should ensure that strategic policy decisions 
are translated into effective and efficient spending outcomes and the allocation of 
expenditure as required. It is not only a question of how much is being spent but it is 
also about what it is being spent on. 

What needs to be done 

Action on Auditor General report must become institutionalised 

It is an unfortunate reality that the Auditor General report continues to highlight 
instances where abuses seem to have taken place or controls and procedures were 
not adhered to. It is also an unfortunate reality that not enough concrete action is seen 
to be taken following the publication of this very important report. Given this state of 
affairs it is being proposed that the report by the Auditor General is submitted to 
MCESD for discussion and remedial action to instances of abuse should be sought. 
All recommendations by MCESD in this regard should be directed towards the Public 
Accounts Committee which however will be held responsible for undertaking the 
necessary remedial action.  
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Measure matrix 

Measure 
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Better regulation for a 
stronger business 
community 

     

Setting up of an independent 
regulatory impact assessment 
unit 

2004 ��� 9 
 

  

An evaluation of the cost of 
regulation to SMEs 

2005  �� 9 9 9 
Shifting of all public / national 
holidays falling during the week 
to either a Friday or Monday 

2005 - 2007 ��� 9 9 9 

Reduction of administrative 
costs and unnecessary 
bureaucracy 

     

Government ministries must 
undertake concrete annual 
‘anti-bureaucracy’  action plans  
to reduce unnecessary 
bureaucracy 

2005 - 2007 ��� 9 
 

  

Rationalisation of the cost of 
government 

     
Action on Auditor General 
report must become 
institutionalised 

2005 - 2007 ��� 9 9 9 
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PRIORITY 5: A STABLE ECONOMIC FRAMEWORK 

Entrepreneurs require a stable economic framework to inspire the necessary 
confidence for them to invest.  Such stability has, by and large, existed in Malta over 
the past decade, with EU membership likely to provide an additional boost.  However 
membership, and in particular European Monetary Union, will require Malta to abide 
by the Stability and Growth Pact rules which stipulate that the size of the Government 
deficit and public debt should not exceed 3% and 60% of the GDP respectively. 

In 2003, Malta did not satisfy both these criteria.  One of the key underlying factors 
being the structural growth of expenditure on welfare programmes and pensions.  Like 
most of the European countries, Malta’s demographic structure has resulted in an 
increased population of ageing individuals.  As life expectancy has increased, so has 
expenditure on pensions and healthcare.  Based on current trends, the total number of 
individuals aged 60 years and over in the overall population will increase from 1 in 6 in 
2002 to 1 in 4 by 2020.  Radical reforms to the pension, welfare, and healthcare 
system are hence unavoidable. 

The impacts of such reforms will be far-reaching and are likely to affect (i) the overall 
labour supply if the pension age is increased, (ii) indirect labour costs in the form of 
increased social security contributions, and (iii) disposable income as individuals will 
seek private sector pension schemes and health insurance.  All these factors will 
impact on the overall competitiveness of the Maltese economy.  Whilst the impact 
cannot be avoided, a systematic approach to the reforms will reduce uncertainty and 
thus allow enterprises to prepare for the imminent changes. 

Challenge: Providing a clear framework for welfare reform 

The UHM believes that one of the key challenges in this respect is to have a clear 
framework for the welfare reform.  The need for reforms to the welfare system has 
been known and recognised for several years.  In fact the welfare reforms commission 
had originally been set-up in 1999 to review and provide recommendations on the 
reforms.  However successive delays resulted in the final report only being presented 
at the end of 2003.  In the meantime, the pressure on public finances has increased 
and the temptation to introduce immediate remedial measures is great.  The UHM 
however believes that given the wide-ranging economic and social repercussions 
such reforms will have, they must not be rushed but must be introduced in a planned 
and systematic fashion. 

What needs to be done 

The UHM proposes the following measures to meet this challenge:- 

Providing a clear indication of the proposed reforms 

A clear indication of the proposed reforms must be provided to the social partners well 
in advance of their introduction.  The welfare reform must be a coherent and 
structured reforms package rather than a collection of piecemeal changes over time.  
It is imperative that the proposed reforms are coherent and implemented only 
following an exhaustive consultation process with the social partners.  The 
consultations must be genuine, conducted in an open manner by all parties 
concerned, and with the long-term national interest in mind.  The sustainability of the  
current system is dependent on the carrying out of the necessary reform and in this 
respect each of the social partners is expected to play an equal part in pushing 
through this reform.  
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Introduce changes in a phased and orderly approach to minimise 
disruption to the economy 

To avoid disruption the reforms should be introduced in an orderly and phased 
approach over a multi-year period.  This will allow entrepreneurs to adapt their 
business strategies in a structured manner to the changing environment thereby 
avoiding any unexpected changes in input costs and possibly redundancies.  The 
possibility of abuse should of course be eliminated.   

Measures Matrix 
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Providing a clear indication of 
the proposed reforms 

2004 ��� 9 9 9 
Introduce changes in a phased 
and orderly approach to 
minimise disruption to the 
economy 

2005 - 2007 ��� 9 9 9 
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PRIORITY 6: ENHANCING OUR TOURISIM PRODUCT 

Tourism is one of Malta’s most important industries. An estimated 40,000 people are 
said to be employed directly and indirectly by this industry. Given the importance and 
potential of this industry the UHM firmly believes that the tourism industry could give 
the Maltese economy a much-needed boost. There is no doubt that international 
events such as September 11th and SARS have had a very negative effect on global 
tourism, the effects of which have also been felt by the local tourism industry. Coupled 
with this is the ever-increasing competition from various destinations within Europe 
and the Mediterranean.  

Not withstanding this, there is certainly a lot that can be done locally to improve the 
performance of the industry. Increasing costs and the offering of a poor product 
continue to see us losing out against our competition. We can no longer take the 
tourism market for granted. An effort is being made to reposition Malta as a high 
quality destination as opposed to a Sun and Sea destination. This however requires 
the collaboration of all sectors directly and indirectly involved with the sector. A serious 
coherent effort is required to make this very important industry flourish not only in 
terms of tourist numbers but also in terms of the amount of spending per tourist head 
and in the return on investment made in the sector. 

 

Challenge:- Building  an all round culture of service 

The visiting tourist must be given good value for his money. An integral part of this 
value lies in the quality of service he receives whilst visiting our country. The level of 
service in many other destinations has improved tremendously and thus the 
expectations of visiting tourists are now considerably higher than what they were 
some years ago. There is no denying that the service given by some key elements 
within the tourist industry leaves much to be desired. It is useless to build five star 
hotels offering five star services if as soon as the tourist steps outside of his hotel the 
service given is that of a three star country. 

What needs to be done 

A concerted effort must be undertaken to improve the provision of 
essential services 

The authorities, unions and organisations involved with the industry must put pressure 
on certain providers of essential services to offer a top-notch service to our tourists. It 
is no secret that tourists using various essential services are sometimes given a very 
poor service or are serviced with a poor attitude which often leaves a bad impression. 
This is not to say that all operators within the relevant sectors act accordingly however 
there is no doubt that the actions of some reflect badly not only on their fellow 
colleagues but also on the country in general. 

The authorities and organisations responsible for the relevant service sectors must 
embark on a concerted campaign to stamp out bad behaviour as well as instil a 
culture of real service amongst the operators. We can no longer afford a lax attitude 
towards bad service. 
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Continue to invest in the training of our human resources 

Having a trained workforce is essential and even more so in the tourism industry. 
People providing a service in hotels, restaurants and other tourist related services 
must be given the right kind of training to be in a position to offer the best possible 
service. A number of positive initiatives have been undertaken in this sector and 
investment has been undertaken by both Government and the private sector. It is vital 
that this investment is continued and bolstered further. More specifically ITS should 
remain the focus of government investment whilst efforts to secure short-term 
placements abroad should be enhanced. On the other hand private enterprise 
involved in the tourism sector must continue to invest in the training of its people on a 
regular basis.  

     Challenge:- Improve the presentation of our product 

Irrespective of how much we invest in marketing Malta as a prime tourist destination if 
the presentation of our product remains poor we will continue to lose market share. 
There is no doubt that the presentation of Malta as a tourist destination leaves much to 
be desired. All too often the country looks shabby and little or no consideration is given 
to the protection of our environment all of which leaves a negative impression with 
visiting tourists. The challenge ahead is that of enhancing our product to the level 
expected of a prime European and Mediterranean destination.  

What needs to be done 

Cleanliness must become a top priority 

The general cleanliness of our country has improved. Efforts by government and local 
councils have contributed towards this marked improvement however much still needs 
to be done. Having said that, the UHM wants to make it clear that it believes that the 
responsibility for the general cleanliness of the country lies with each and every citizen 
however the authorities certainly have a key role to play and one such role is to 
enforce the laws related to cleanliness and impose penalties for the breaking of such 
laws. In this respect government should show the same kind of determination it has 
shown with the enforcement of traffic regulations through the introduction of wardens. 
These same wardens should take on a more effective role in the prevention of littering 
in urban areas. On the other hand government is urged to introduce environmental 
wardens who would be responsible for the safeguarding of our natural environment.  

With respect to the general cleanliness of the country the current embellishment of key 
roundabouts and other roadside areas must be commended and such Private-Public 
Partnership initiatives should be encouraged. These initiatives must however be 
accompanied by an element of strict control to ensure that resources are used in as 
efficient a manner as possible.     

Enhance the presentation of our major attractions 

Malta possesses a wealth of attractions which if maintained and presented in the right 
manner would contribute in no small measure towards the enhancement of Malta as a 
tourist destination. Attractions such as the historical temples, palaces and Valletta 
harbour must be given more importance and a greater effort to preserve and enhance 
the presentation of these priceless assets is required. UHM acknowledges that efforts 
have been made in this direction however much more needs to be done if we are to 
exploit their potential.  
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Undertake efforts to involve further the private sector and to source 
‘outside’ funds for the maintenance and management of these major 
attractions 

One of the major difficulties facing the authorities responsible for our historical 
attractions is the significant cost to maintain and manage these sites. In this respect 
further fiscal incentives in the form of tax credits should be given as an incentive for 
the private sector to contribute towards the maintenance of these sites. The 
involvement of the private sector should also be encouraged in the management of 
these sites. The private sector can very often bring that much needed element of 
management which is sometimes lacking within the public sector. 

The government is also urged to make use of EU structural funds for the 
maintenance and enhancement of our historical sites. Examples of the rehabilitation of 
historical sites with EU funds abound in current member states. We must make full 
and efficient use of such funding opportunities.  
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Measures Matrix 

Measure 

Tim
e Fram

e 

Priority 

G
overnm

ent 

U
nions 

Em
ployers 

Building  an all round culture 
of service 

     

Concerted effort to improve the 
level of service given in key 
areas 

2004 - 2007 ��� 9 
 

9 9 

Continue to invest in the training 
of our human resources 
 

2004 - 2007 ��� 9 9 9 

Improve the presentation of 
our product 

     
Enforce the law with respect to 
littering and introduce 
environmental wardens 

2004 - 2007 ��� 9   

Enhance the presentation of 
our major attractions 

2005 - 2007 ��� 9 
 

  

Undertake a coordinated 
approach to the maintenance 
and enhancement of these 
attractions  
 

2005 - 2007 �� 9   

Undertake efforts to involve 
further the private sector in the 
maintenance and management 
of these major attractions 
 

2005 - 2007 �� 9  9 

Make use of EU structural 
funds to rehabilitate our 
historical sites 

2005 - 2006 ��� 9   
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ANNEX 1 – COMPARATIVE DATA3 

Employment 

 

 

 

                                                 
3 Source: Eurostat 

Unemployment rate - Less than 25 yrs

0

5

10

15

20

25

30

35

40

45

N
et

he
rla

nd
s

Au
st

ria

D
en

m
ar

k

Ire
la

nd

Lu
xe

m
bo

ur
g

G
er

m
an

y

C
yp

ru
s

Po
rtu

ga
l

H
un

ga
ry

Sw
ed

en

U
ni

te
d 

Ki
ng

do
m

Sl
ov

en
ia

C
ze

ch
 R

ep
ub

lic

M
al

ta

Be
lg

iu
m

Es
to

ni
a

Fr
an

ce

Fi
nl

an
d

R
om

an
ia

Sp
ai

n

Li
th

ua
ni

a

La
tv

ia

G
re

ec
e

Ita
ly

Bu
lg

ar
ia

Sl
ov

ak
ia

Po
la

nd

EU-15 Average

Unemployment Rate
% of 15 to 74 age group

2002

0

5

10

15

20

25

N
et

he
rla

nd
s

Lu
xe

m
bo

ur
g

C
yp

ru
s

Ire
la

nd

Au
st

ria

D
en

m
ar

k

Sw
ed

en

Po
rtu

ga
l

U
ni

te
d 

Ki
ng

do
m

H
un

ga
ry

Sl
ov

en
ia

Be
lg

iu
m

C
ze

ch
 R

ep
ub

lic

M
al

ta

R
om

an
ia

G
er

m
an

y

Fr
an

ce

Ita
ly

Fi
nl

an
d

Es
to

ni
a

G
re

ec
e

Sp
ai

n

La
tv

ia

Li
th

ua
ni

a

Bu
lg

ar
ia

Sl
ov

ak
ia

Po
la

nd

EU-15 Average



A SOCIAL PACT FOR MALTA 

31 

 

 

 

 

 

Female Employment Rate
2002

0

10

20

30

40

50

60

70

80

M
al

ta

Ita
ly

G
re

ec
e

Sp
ai

n

Po
la

nd

Bu
lg

ar
ia

H
un

ga
ry

Be
lg

iu
m

Sl
ov

ak
ia

Lu
xe

m
bo

ur
g

R
om

an
ia

Ire
la

nd

Fr
an

ce

La
tv

ia

C
ze

ch
 R

ep
ub

lic

Li
th

ua
ni

a

Es
to

ni
a

Sl
ov

en
ia

G
er

m
an

y

C
yp

ru
s

Po
rtu

ga
l

Au
st

ria

U
ni

te
d 

Ki
ng

do
m

N
et

he
rla

nd
s

Fi
nl

an
d

D
en

m
ar

k

Sw
ed

en
EU-15 Average

Employment rate 
% of 15 to 64 age group

2002

0

10

20

30

40

50

60

70

80

Bu
lg

ar
ia

Po
la

nd

M
al

ta

Ita
ly

H
un

ga
ry

G
re

ec
e

Sl
ov

ak
ia

R
om

an
ia

Sp
ai

n

Be
lg

iu
m

Li
th

ua
ni

a

La
tv

ia

Es
to

ni
a

Fr
an

ce

Sl
ov

en
ia

Lu
xe

m
bo

ur
g

G
er

m
an

y

Ire
la

nd

C
ze

ch
 R

ep
ub

lic

Fi
nl

an
d

Po
rtu

ga
l

C
yp

ru
s

Au
st

ria

U
ni

te
d 

Ki
ng

do
m

Sw
ed

en

N
et

he
rla

nd
s

D
en

m
ar

k

EU-15 Average



A SOCIAL PACT FOR MALTA 

32 

 

 

Employment Rate 
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Economic indicators 

 

GDP per capita in PPS
EU (15) = 100 
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General Government Debt 
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Education 
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Public expenditure on secondary education
 2000
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Life-long learning 
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People in the labour market 
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