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Introduction 

This document should be read in the context of the Malta Chamber's pre-election document 'Time to 

Step Up'. Since the publication of that document in February 2022, the Russia-Ukraine war and the 

ensuing food and energy crises have shifted the policy focus towards containing inflation and securing 

food and energy provision. 

1. INFLATION 

A major concern for the country and for most businesses irrespective of their size, turnover, or sector 

is currently inflation. This is partly imported, as the landed cost of imported goods has increased 

systematically due to supply chain disruptions and the increase in international energy prices resulting 

from the Covid pandemic, the Russia-Ukraine war, and the surrounding international energy politics. 

Local energy prices have remained stable through hefty Government intervention. Yet the cost of 

services has increased substantially as well, indicating that there are local factors at play that need to 

be addressed. These include labour shortages, productivity issues and operational inefficiencies, 

excessive bureaucracy, and the aftereffects of prolonged Government intervention in response to the 

Covid pandemic. 

The CEO Confidence Index survey conducted by The Malta Chamber and Vistage between Q1 & Q2 

2022 showed that 80% of business leaders expected the prices of their products and services to rise 

in 2022 in response to higher costs. Only 1 in every 4 business leaders expected profitability to 

improve, and more than a third believed it would worsen indicating that price increases are not 

expected to offset cost increases completely. 

Presently, we are also experiencing the most aggressive worldwide interest rate hikes in decades.   

This, together with high energy costs, is expected to ushers a slowdown in economic growth in Europe, 

which may ultimately put the brakes on inflation. Interest rates have been persistently low for the 

past decade, rendering debt cheap to service and fuelling a property boom in many countries including 

Malta. As interest rates rise, investors are expected to become more cautious, and Government will 

have to contend with a higher cost of servicing public debt. 

Both Governments and those businesses that were most impacted by the Covid pandemic are carrying 

significant debt. The Government response to the Covid pandemic has safeguarded jobs, but may have 

been prolonged excessively, thereby also contributing to some of the current inflationary pressures. 

So far, we have found comfort in Malta having the lowest inflation rate in the EU. But if energy prices 

were not so heavily subsidised, our inflation rate would rank much higher. The gap between Malta’s 

inflation rate and the EU average has also been narrowing gradually, suggesting that we may need to 

do more than what we have been doing so far to contain inflation. The tight labour market conditions 

and the rising cost of living have been pushing employers to raise wages at short intervals. Without 

corresponding increases in productivity and a thorough rationalisation of use of resources in both the 

private as well as the public sector, we risk a permanent erosion of our competitiveness which will 

have severe implications for our exports, particularly in the manufacturing and tourism sectors which 

account for a large portion of private sector employment.   

https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d


 

2 
 

1.1 COLA  

The purpose of COLA is to maintain the purchasing power of those on lower incomes. The labour 

market is extremely tight and wage inflation is already high, particularly in medium to high income 

jobs, due to persistent labour shortages and the resultant poaching of personnel. If COLA leads to a 

systematic increase in the cost of production of goods and provision of services, the economy will get 

into a vicious spiral of wage-cost inflation that will be difficult to pull out of. The Malta Chamber 

believes that the most sensible way forward is to strike a balance between maintaining the purchasing 

power of lower-income groups and limiting wage-cost inflation that would not only fuel further price 

increases for consumers but would reduce the competitiveness of our exports, further squeezing 

businesses already struggling with massive material and transportation cost increases. 

Proposal: 

Employees who would have already been given increments in their basic salary between January 2022 

and January 2023, either though collective agreement increments or through other increments, 

whether attached to promotion or not, have their purchasing power at least partially safeguarded 

already. Their employer should therefore not be obliged to pay the full COLA increment for 2022 but 

only the difference between the COLA increment and any increments already given during the year. 

For those who were recruited during the year, their COLA entitlement should be capped at the 

equivalent portion of the year for which they have been in employment.  

1.2 REDUCED VAT ON RESTAURANTS & TAKE AWAYS  

Food prices have increased substantially due to imported inflation.  This, together with spiraling wage 

costs is resulting in hefty increases in restaurant and take-away bills that are impinging on the 

competitiveness of our tourism industry rendering eating out much less affordable for lower income 

groups.  

Proposal: 

A VAT reduction from the current 18% to 7% on restaurant and take away bills to alleviate the 

inflationary burden on consumers. 

2. ENERGY 

The Malta Chamber underlines the severe risk to the Maltese economy posed by energy prices rising 

globally. Government’s commitment to maintain stable energy prices has helped businesses 

significantly, and any deviation from this policy needs to be communicated at least six months in 

advance to ensure that exporters who typically operate on frame contracts are able to adjust their 

prices accordingly where possible. Additionally, Malta urgently needs a long-term energy plan to make 

the country more resilient, given that energy costs are not expected to return to their pre-crisis levels 

within the foreseeable future. 
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2.1 ELECTRICITY 

Businesses and consumers have so far been insulated from the impact of rising energy costs by 

Government. Stability is a crucial factor for business. Yet the cost of this subsidisation has significant 

implications for the sustainability of public finances. Additionally, stable energy prices dilute the added 

incentive for consumers and businesses to rationalise their energy consumption by adopting more 

energy efficient practices and investing in renewables. It is therefore imperative that Government 

undertakes to drive and support more investment in renewables by households and businesses, if 

Malta is to make significant strides towards decarbonisation of energy. 

Since Malta does not have large energy-intensive industries and is hampered by limited land space, 

the green transition must be driven by investment in offshore renewables. Without this, and 

substantial upgrades in the distribution grid, the shift to electric vehicles will not materialise. 

Significant gains in energy efficiency can be made by adopting robust policies on new buildings and 

incentivising improvements in the existing building stock which is largely poorly insulated. In the long 

run, investment in renewables and better energy efficiency will mitigate exposure to the risks of 

volatile international energy prices which have become a major economic challenge for Europe. 

It is to be noted that Malta is an exception amongst EU countries regarding industrial energy tariffs 

since these are more expensive than domestic rates. Regardless of the current subsidisation of energy 

by Government for both households and businesses, this remains anomalous and needs to be 

rectified. Additionally, businesses should be incentivised to become more self-sufficient in terms of 

energy generation.1 The obligations arising out of the ‘Fit for 55’ EU legislative package are already 

impacting businesses and consumers, directly or indirectly.   It is therefore imperative that EU Funding 

Instruments, including Cohesion Policy and the Recovery and Resilience Fund become more accessible 

to the private sector to enable businesses to undertake the required investment.  

Malta is also the most water-stressed European country and one of the top ten most water-scarce 

countries in the world. While Malta will have to prepare for the future impacts of climate change, the 

country already has depleted groundwater levels, which is the only source of naturally replenishing 

waters. As reverse osmosis has become such a vital part of Malta’s beleaguered water security 

problems, renewable energy for water treatment should be a priority. More efficient use of water is 

also essential. 

Proposals: 

1. At current levels of energy subsidization, it is likely that excessive consumption is also being 

subsidized. Those units that are over and above the eco-reduction entitlement should not be 

subsidized. 

 
1 https://www.maltachamber.org.mt/en/businesses-need-to-become-more-self-sufficient-in-terms-of-energy-generation  

https://www.maltachamber.org.mt/en/businesses-need-to-become-more-self-sufficient-in-terms-of-energy-generation
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2. Consumers should be incentivized to replace appliances that are inefficient with energy efficient 

alternatives through reduced VAT on the purchase of such products. 

3. While international energy prices may decease slightly if Europe goes into a recession, they are 

unlikely to ever return to pre-crisis levels.  A Long-Term Energy Resilience Plan focused on 

significantly boosting renewable energy generation would enable the country to gradually ease 

off energy subsidies on the back of a more diverse energy mix that requires substantial investment 

in offshore wind & solar energy. 

4. Significant investment is required in the distribution network to reliably provide for the energy 

needs of the country particularly as it shifts to electrification of vehicles to meet the targets. A 

modern grid is one which will be more energy efficient and cheaper to maintain in the long run. It 

is also one which will prevent blackouts and other commercially damaging shortcomings which 

negatively impact operations and competitiveness. 

5. The energy market distribution must be liberalised to allow competitive market forces to bring 

down prices and increase efficiency. The EU Electricity Market Directive (2019/944/EU) grants 

Malta derogations related to third-party access, unbundling of distribution system operators, 

ownership unbundling of transmission systems and operators.   As for the free choice of supplier, 

Malta was granted an 8-year derogation until 2027.  A clear publicly announced roadmap leading 

to the upgrade of the grid is solicited.  Government should enter in discussions with key 

stakeholders in 2023 to draw up an exit plan by 2024, to fully liberalise the distribution market by 

the 2027 deadline.2 

2.2  FUEL  

1. Petrol and diesel subsidies should be gradually phased out and replaced with incentives for 

alternate modes of transport by promoting a behavioural change through an e-mobility wallet 

concept with funds made available to make use on various sustainable transport modes other 

than private cars, benefitting from discounted travel.3 Funds allocated to make public transport 

free for all should instead be directed into an e-mobility wallet. An amount would be allocated 

annually to be used for all forms of shared or sustainable mobility whether by land or sea.4 

2. Investment in Commercial Electric Vehicles needs to be further facilitated.  Business 

beneficiaries fall within the parameters of the de minimis state aid, which is capped at €200,000 

over 3 years – an insignificant amount for larger businesses.  It is recommended that a commercial 

vehicles scheme falling under GBER regulations is introduced. Furthermore (a) Grants should be 

swiftly allocated to beneficiaries, as currently, many e-vehicle importers absorb this cost initially 

and wait for such grants to be given to the individual applicants and (b) A higher degree of aid 

intensity with higher returns on emissions-savings should be directed towards greening logistics 

 
2 Time to Step Up: Proposal 69 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  
3 Time to Step Up: Proposal 95 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  
4 Time to Step Up, Proposal 95 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  

https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
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vehicles and fleet which consume most and are most frequently in use (salespeople, delivery 

vehicles, doctors on call, police vehicles, etc). 

3. It is opportune to revise vehicle road licence fees such that people pay according to how much 

they use their vehicle, by factoring in mileage covered since the previous renewal in addition to 

the existing criteria of engine type, size and age of vehicle. 

 

4. The zero cost of parking on the street in urban centres is a factor which disincentivises investment 

in parking facilities and mitigates in favour of people using their private cars to travel to congested 

areas. Introducing parking fees in such areas, through parking meters commonly used in other 

countries, could encourage a modal shift in commuter transport. If any parking fees paid go 

directly into the proposed personally e-mobility wallet, there would not be an additional expense 

for people because the fee paid would be available for use for shared rides. This would also 

incentivize people to use shared mobility, further encouraging the modal shift. 

 

3. LABOUR MARKET 

Malta needs to seriously address its workforce limitations. If such limitations are not timely and 

properly dealt with, the country’s future wealth and prosperity will be compromised.  

3.1 WORK INCENTIVES 

The Malta Chamber advocates a framework revolving around 4 interlinked and reinforcing policy 

priorities for nurturing, upskilling, attracting, and retaining talent, which underpin our National 

Employment Strategy Report published in August 2021. 

1. A skills survey needs to be carried out to provide real time structured skills availability data and 

enable the identification of skills gaps, which can be addressed through upskilling and reskilling of 

the workforce and targeted recruitment of adequately skilled imported labour.5 

 

2. Introduce tax breaks for the first 5 years to encourage highly qualified Maltese nationals working 

and living abroad to return to Malta6. 

 

3. Eliminate the disincentive for the second spouse (traditionally female) from taking up gainful 

employment by revising income tax categories such that working parents benefit from the same 

lower tax rates irrespective of whether their spouse is in gainful employment or not.  

 

4. Introduce a scheme whereby households can claim a tax deduction on fiscal receipts related to 

services rendered for home renovations, repairs, cleaning and maintenance work. This measure 

would curb tax abuse through undeclared work and would also encourage households to make 

 
5 Time to Step Up, Proposal 49 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  
6 Time to Step Up, Proposal 58 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  

https://www.maltachamber.org.mt/loadfile/5e05dfbe-b494-40cc-9d02-a4f569b89ac3
https://www.maltachamber.org.mt/loadfile/5e05dfbe-b494-40cc-9d02-a4f569b89ac3
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
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use of such services thereby facilitating increased female participation in the workforce and a 

better work life balance.7 

 

5. Government should rectify the Work Life Balance Legal Notice by: 

a) Introducing a centralized system for keeping a record of parental leave utilization, 

administered by Jobsplus, DIER or the Maternity Leave Fund. This will ensure that there is no 

abuse of the benefit and ease the administrative burden of implementation on employers.  

b) Ensuring that no portion of parental leave entitlement would be transferable, serving as a 

tangible measure to address both the gender employment gap and the gender pay gap and 

without running counter to promoting female participation in the labour market. 

c) Addressing the current fluid business situation with greater sensitivity and undertaking a 

reassessment of the situation after the first year of implementation. 

 

Budget 2022 introduced new fiscal incentives to encourage persons over the retirement age to stay 

in or return to the labour force, providing a tax-exempt pensionable income over the next 5 years, 

at an incremental rate of 20% per year. While this is commendable, a faster transition to tax 

exempt pensions would have a more immediate impact on incentivising employment beyond 

retirement age.8 

 

6. Those workers who qualify for a pension before retirement age and choose to take it should be 

given the possibility to work on a part-time basis. At present they cannot have any form of 

employment before their official retirement age is reached.  It is also preventing younger 

pensioners from being able to supplement their pension with legitimate employment income.9 

 

7. Pension adequacy is becoming a major concern. It is therefore high time to revise the capping on 

pensionable income, as salaries have been increasing for many years and the cap on pensionable 

income has remained stagnant.   

 

Going forward, Government should implement an auto enrolment with opt-out system for 

employees to incentivise the take-up of supplementary pensions particularly by younger 

employees. Employers’ contributions in such schemes would be completely voluntary and those 

who contribute should be given adequate tax incentives to invest in their employees’ private 

pension scheme.10   

 

Ensure that EU funding operational programs provide for effective grant schemes which address:11 

a) Tackling Underemployment and NEETS 

b) Boosting further Female Labour Participation 

c) Apprenticeships 

d) Reskilling & Retraining 

 
7 https://www.eurofound.europa.eu/data/tackling-undeclared-work-in-europe/database/tax-deductions-for-domestic-service-work-
sweden  
8 Time to Step Up, Proposal 47 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  
9 Time to Step Up, Proposal 48 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  
10 Time to Step Up, Proposal 48 
11 Time to Step Up, Proposals 44, 45, 51 and 58 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  

https://www.eurofound.europa.eu/data/tackling-undeclared-work-in-europe/database/tax-deductions-for-domestic-service-work-sweden
https://www.eurofound.europa.eu/data/tackling-undeclared-work-in-europe/database/tax-deductions-for-domestic-service-work-sweden
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
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3.2 THIRD COUNTRY NATIONALS 

It is indisputable that many businesses and industries cannot survive, let alone thrive, without Third 

Country Nationals (TCNs) to supplement the local and European labour market.  

While many argue that the employment of TCNs in the local workforce has a deflationary effect on 

local wages, the data shows that salaries have increased across all sectors and levels, albeit at a slower 

rate among the unskilled.12  

The Malta Chamber recognises that TCNs cannot be the answer to all local labour shortages, and as 

illustrated in other parts of this document is committed to promoting an educational and digitalisation 

strategy that feeds into our broader workforce strategy.13 However, The Malta Chamber also firmly 

believes that having recognised how essential TCNs are to short and medium term functionality of the 

Maltese economy, the government should undertake particular efforts to ensure that the related visa 

and permitting process takes place in an expeditious manner.  

Amongst the most prominent stumbling blocks in the efficient integration of TCNs into the local labour 

market is the bureaucracy involved in the current permit procedure which can be costly to employers. 

This procedure requires employers to submit a rental agreement at an early stage of the process which 

means that the employer will often need to incur months of rental expenses before the employee has 

even arrived in Malta.  

While bureaucracy and inefficient sequence of procedures can cause substantial impediment to 

employers, this is further exacerbated by administrative issues experienced when dealing with Identity 

Malta. The Malta Chamber is aware of several cases in which businesses have experienced issues 

related to conflicting information provided by different contact persons at Identity Malta. This 

conflicting information can lead to a degree of uncertainty amongst employers and potentially a lack 

of trust in the fairness and universal application of the agency’s processes. 

A key component when it comes to attracting and retaining the right talent from third countries is an 

efficient system that processes request for family reunification in an expeditious and fair manner. 

Unfortunately, the length of time required for administrative approvals for these family members is 

exorbitant and can have a real impact on the attractiveness of the Maltese labour market. 

Proposals: 

1. Widen the scope of the Key Employment Initiative scheme to attract individuals in possession of 

certain critical skills and qualifications that are running short in the labour market. 

 

 
12 The Malta Chamber, Third Country Nationals in the Local Labour Market, Page 8 https://www.maltachamber.org.mt/loadfile/cc321841-
b9aa-48f3-a4fa-b268512f1cd9  
13 The Malta Chamber, The Malta Chamber’s Position on a National Workforce Strategy 
https://www.maltachamber.org.mt/loadfile/5e05dfbe-b494-40cc-9d02-a4f569b89ac3  

https://www.maltachamber.org.mt/loadfile/cc321841-b9aa-48f3-a4fa-b268512f1cd9
https://www.maltachamber.org.mt/loadfile/cc321841-b9aa-48f3-a4fa-b268512f1cd9
https://www.maltachamber.org.mt/loadfile/5e05dfbe-b494-40cc-9d02-a4f569b89ac3
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2. Government should address the issue of visa delays with relevant service providers to ensure 

that appointments are granted within a reasonable time frame. Time frames for the provision of 

these appointments as well as the subsequent issuing of the visa should be standardised and 

monitored.  To address the current backlog, the staff compliment of the embassies processing 

visas needs to be increased. 

 

3. A 3-month interim work permit should be granted under the same criteria as the approval in 

principle from Identity Malta. This would mean that once the TCN has received an invitation letter 

declaring their approval in principle, they would have the right to work for three months effective 

from the date of their arrival in the country. In this three-month grace period, the employer would 

be obliged to ensure that the employee goes through the health screening process and submit a 

rental agreement.  

 

4. A single, transparent, and publicised policy should apply to student visas exceeding 90 days, and 

the 150-day requirement should be removed. 

 

5. Once a TCN is approved to work in Malta, he or she should have access to a free labour market 

without any derived ownership rights of the original employer when changing job. 

 

6. Introduce a three-year validity for work permits following the first successful year working in 

Malta as a third-country national.14 

 

7. The average duration of family relocation administrative approvals should be reduced from the 

current 8 months to 2 months.15 

 

8. A feasible legal mechanism should be introduced to allow TCNs to become Maltese citizens after 

years of being a working resident in Malta.16 

 

9. Identity Malta should ensure that queries are resolved in a transparent and consistent manner. 

The Malta Chamber fully supports the digitalisation of processes at Identity Malta and believes 

that this will also contribute positively to the resolution of administrative issues, while also 

recommending the introduction of specialised desk officers who are trained to answer and 

address all queries received. 

 

10. A Comparable TCN Attractiveness Study for specific workstreams vis a vis selective competing 

country to identify shortcomings and address them not to lose out on competition.  Such study 

should be prioritised at MCESD level given the horizontal requirement for both employer and 

social partners.   

 

11. All operators providing recruitment services need to be rigorously regulated by DIER to ensure 

a level playing field and to curb abuses.  This would also ensure better coordinated operations 

between licensed recruitment service providers and the relevant authorities; DIER, Identity Malta 

and Jobsplus. All these authorities need to ensure that they are dealing with licensed operators 

 
14 Time to Step Up, Proposal 55 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  
15 The Malta Chamber, Pre-Budget 2022, Page 21 https://www.maltachamber.org.mt/loadfile/34faf059-fedd-4ff0-a6b1-25c0e96f8d2a  
16 The Malta Chamber, Pre-Budget 2022, Page 21 https://www.maltachamber.org.mt/loadfile/34faf059-fedd-4ff0-a6b1-25c0e96f8d2a  

https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
https://www.maltachamber.org.mt/loadfile/34faf059-fedd-4ff0-a6b1-25c0e96f8d2a
https://www.maltachamber.org.mt/loadfile/34faf059-fedd-4ff0-a6b1-25c0e96f8d2a
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carrying out legitimate activities. Government should ensure strict enforcement of licensing 

requirements so that this crucial sector is properly regulated.17 

 

12. Platform economy operators whose workforce is exploited should be reprimanded and 

withheld from benefiting of any fiscal support packages. Slavery practices, which are frequently 

undertaken jointly with unlicenced recruitment intermediaries should be outrightly abolished. 

   

13. A better enforcement and sanctioning regime, particularly in relation to foreign workers to curb 

blatant abuses.  A zero-tolerance policy towards abusive employment practices that put law-

abiding and fair employers at a competitive disadvantage in terms of operating costs and damage 

Malta’s reputation as a work-life destination for foreign workers, needs to be adopted18. 

 

14. A full and comprehensive study should be carried out on Malta’s optimal and sustainable 

carrying capacity, highlighting the benefits of limiting population growth in terms of housing, 

schooling, social security, infrastructure and environmental concerns, whilst also taking into 

account the economic benefits of utilising skilled and unskilled TCNs in certain sectors of the 

economy to ensure the vitality and growth of different key areas. This study must take a 

comprehensive view of the labour market including current and predicted trends in the quantity 

and educational background of Maltese nationals entering the workforce, the migratory patterns 

of EU nationals relocating to Malta on a semi-permanent or permanent basis as well as the 

seasonal influxes of tourists who also exert their own strains on the island’s resources. 

3.3   PUBLIC SECTOR EMPLOYMENT 

According to official statistics, over 51,167 people worked full-time in the Public Sector in January 

2022.  This equates to an increase in public sector employment of approximately 1,000 people in the 

previous 6 months. Public sector employment has been on the rise for almost a decade, increasing by 

10,000 workers since 2013 (a 20% increase).  Whilst it is understandable that the public sector needs 

staffing at certain levels, it is also evident that there is overstaffing across various strata and in various 

Government departments and entities. It runs contrary to business competitiveness to have a 

situation where Government is indirectly soliciting human capital from the private sector.  

Furthermore, public sector outsourcing is not captured in statistics.  The real public sector 

employment share is therefore significantly higher than indicated by official statistics.  Additionally, 

since many subcontracted workers are being recruited through temping agencies and remain on the 

books of temping agencies throughout the duration of their employment our labour force statistics 

are likely to be inflated in terms of employment in professional services under which such companies 

are categorized and understated across all other sectors in terms of both public and private sector 

employment.   

 

 
17 The Malta Chamber, Pre-Budget 2022, Page 66 https://www.maltachamber.org.mt/loadfile/34faf059-fedd-4ff0-a6b1-25c0e96f8d2a  
18 Time to Step Up, Proposal 54 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  

https://www.maltachamber.org.mt/loadfile/34faf059-fedd-4ff0-a6b1-25c0e96f8d2a
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
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Proposals: 

1. Government should commission an independent audit exercise to take stock of the skills and 

output of the human resources currently employed by Government, directly and indirectly, and 

an analysis of their efficiency and effectiveness in government.  Surplus staff should be seconded 

to the private sector through incentive schemes.19   

 

2. Public sector recruitment of persons who are in full-time adequately paid employment with 

the private sector should, as far as possible, be avoided, in the interest of economic recovery 

and the long-term sustainability of public finances.20 A Public sector revamp should now serve as 

a decisive start to address this poaching practice.  

 

3. Summer half-days should be abolished.   Public sector departments operating on a half day 

schedule are detrimental for business, particularly departments such as Customs. 

3.4 PUBLIC PROCUREMENT 

In the current economic climate, it is imperative that public procurement is rationalised to avoid 

unnecessary spending on superfluous projects. Government should refrain from competing directly 

with the private sector in the provision of services that the private sector can provide more efficiently.  

The Malta Chamber’s recommendations for a Public Procurement Reform become more pertinent in 

the context of the rationalisation of public spending that is required to reign in the budget deficit and 

provide better value for taxpayer money. 

The Malta Chamber insists that all economic operators must be on the same level playing field when 

tendering and opportunities must be accessible to all eligible economic operators.   The Malta 

Chamber recommended policy and operational changes to improve the public procurement system in 

Malta, most of which are positively acknowledged but not implemented.   

The Malta Chamber understands that under specific circumstances direct orders can be justified if: 

a) Duly substantiated and justified in accordance with the law;  

b) Adequately publicized, ideally, through a Contract Register and  

c) Subject to scrutiny and judicial challenge by interested parties. 

 

 

 
19 The Malta Chamber, Pre-Budget 2022 https://www.maltachamber.org.mt/loadfile/34faf059-fedd-4ff0-a6b1-25c0e96f8d2a  
20 https://www.maltachamber.org.mt/en/private-sector-experiencing-drastic-employee-drain-to-public-sector-employment  

https://www.maltachamber.org.mt/loadfile/e47e4b98-e2d4-4bf0-91bb-a53b305104b7
https://www.maltachamber.org.mt/loadfile/34faf059-fedd-4ff0-a6b1-25c0e96f8d2a
https://www.maltachamber.org.mt/en/private-sector-experiencing-drastic-employee-drain-to-public-sector-employment
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Proposals: 

1. As a start, Government should implement the proposals from The Malta Chamber Public 

Procurement Report dated 2021, during 2023, to ensure that both entities – business operators 

and contracting authorities - benefit from improved public procurement practices. The below 

recommendations21 are of immediate concern for The Malta Chamber and the business 

community:  

a) All contracting authorities issue a procurement outlook 6 months in advance so that business 

operators intending to tender can have appropriate time to plan. This proposal is becoming 

increasingly important in the context that raw materials are not only increasing in price but 

decreasing in supply.  

b) There is scope for public authorities, including, the Department of Contracts and the Inland 

Revenue Department to create systems of seamless integration which would automatically 

prevent an economic operator from submitting a bid if there are pending social security and 

tax dues and if there is no settlement agreement in place. 

c) PCRB’s competence includes the scrutiny of direct orders below the financial thresholds set 

by the EU Directives and such that a 6-month time limit is linked with either discovery of the 

direct order by the interested party or the disclosure of the same in the Contract Register or 

Government Gazette.  

d) The Contract Register is designed to show any historic modifications to public contracts, 

including, milestones reached, a record of the necessary approvals and a summary of the 

justification.  

e) The time limit to publish modifications is reduced from 6 months to 3 months; with a view to 

shorten this time-period in years to come. 

f) No archiving should be done of past tenders on ePPS. 

 

2. Business operators are finding it increasingly difficult to commit to prices due to the shortage of 

raw materials, an increase in inflation and supply chain disruptions. To mitigate this, The Malta 

Chamber recommends that: 

a) New tenders should take into consideration specific industries exposed to any raw materials 

that regularly fluctuate such as oil and grains. The Government needs to provide for an 

objective, clear and automated mechanism for price revision linked to an industry 

recognised index. This practice is common in sectors involving precious metals such as copper 

and fuel.  

b) In more volatile sectors such as Healthcare, shorter time frames for tenders are issued to 

ensure the continuous availability of pharmaceuticals without imposing fines on defaulting 

companies that are only defaulting due to factors outside their control. 

 

3. Public tenders for hardware and software solutions in Education should be improved.  The 

current practice simply ensures that only companies that have a specific set of services and 

products can bid, while not ensuring that the best products are selected.    The process for 

education public procurement, especially for tenders under €10,000, can be expedited while 

observing all ethical provisions throughout the process. 

 
21 Time to Step Up, Proposal 40-43, Page 20 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  

https://www.maltachamber.org.mt/loadfile/e47e4b98-e2d4-4bf0-91bb-a53b305104b7
https://www.maltachamber.org.mt/loadfile/e47e4b98-e2d4-4bf0-91bb-a53b305104b7
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
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4. TRANSPORTATION COSTS & CONNECTIVITY ISSUES 

The Malta Chamber joint CEO Confidence Index Survey with Vistage, conducted between Q1 & Q2 

2022, showed that increased transportation costs are a cause of concern for 3 out of every 4 business 

leaders.  55% of business leaders reported transportation issues to be a challenge for their business, 

with a negative outlook registered by 60% of CEOs who expect a worsening supply chain going 

forward. 

4.1 SEA & ROAD TRANSPORT 

Transport costs are of high significance to Malta due to the country’s dependence on maritime 

shipping reflected in container costs increasing by 5 to 6 times on average with several shipments by-

passing Malta.  These disruptions and increases in shipping costs borne by Maltese importers will 

inevitably impact the competitiveness and profitability of Maltese businesses reliant on maritime 

shipping.  

The physical ‘disconnection’ from the mainland is having drastic competitiveness consequences on 

Malta’s manufacturing, logistics and shipping industries. These challenges are worse due to increased 

dependence on maritime and air transport, reliability on energy imports and unsustainable transport 

means, even for very basic activities. To this effect, EU state aid rules do not cater for and hence need 

to be rethought to promote the international competitiveness of EU peripheral locations that are 

disadvantaged in accessing the single market compared with mainland locations.  As a micro-island 

state, our business needs to cater for permanent challenges impacting its competitiveness which are 

over and above what other businesses in mainland Member States need to cater for.   

The Malta Chamber is determined to see this situation addressed since it is the root of several 

inflationary, competitive, and productive complexities encountered thereafter.  In the short term, the 

lack of competitiveness requires fiscal incentives which can only be sustained up to a certain extent, 

in the absence of which, Maltese manufacturers, importers, distributors, freight forwarders and ship 

agents are placed in a disadvantageous competitive situation and more cumbersome digital and 

sustainability transition. 

Proposals: 

1. Targeted Government support schemes on specific business actions to (a) rethink global supply 

chains and (b) to facilitate night and shift operations for freight forwarders, manufacturers, 

importers and distributors. 

2. Consider seriously the possibility of a collective EU Citizens' Initiative22 to initiate an EU 

proposal addressing the specific situation of micro-island states whose recognition 

 
22 https://europa.eu/citizens-initiative/_en  

https://europa.eu/citizens-initiative/_en
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would trigger supporting provisions through a mandatory EU Commission legislative 

proposal.  

3. Government should expand the scope of General Block Exemption Regulation (GBER) to 

allow remote regions to receive assistance for cargo transportation, to promote the free 

movement of goods and to provide a level playing field for local manufacturers and 

processing facilities within the Single Market.23  

4. Provide Direct Support for Transportation of Goods for a level playing field with other EU 

Member States.  The EU’s State Aid General Block Exemption Regulations (GBER) recognises Malta 

as a remote region and already allows remote regions to subsidise resident passenger 

transportation.  Government should pursue expanding the scope of this to allow remote regions 

to receive assistance for cargo transportation under GBER, to promote the free movement of 

goods and provide a level playing field for local manufacturers and processing facilities.24   

4.2 AIR TRANSPORT 

A progressive fuel tax on aviation fuel supplied in the EU for intra EU flights will start from a minimum 

rate of zero in 2023 which would gradually increase by a yearly 10% to reach 100% over a period of 

10 years. If the current proposal is approved, increase on today’s fuel price will be at around 90% by 

2033. The proposal depends on the unanimous approval of all Member States in Council and is time 

sensitive.  The EU push towards rail transport is evidence of a one-size-fits-all approach which impacts 

Malta and Cyprus negatively because it poses no real alternatives to air transport. Disincentivising 

airborne travel to go for rail is simply detrimental for a micro-island state like Malta.  Furthermore, EU 

excludes Island Member States from the provisions supporting outermost island regions.  The failure 

to reach an exemption on the proposed aviation fuel rules for islands and peripheral locations will 

drastically increase travel costs, bearing a significant impact on tourism and air importation.   

Proposals: 

1. Call for an EU corrective mechanism to address countries like Malta and Cyprus since tax on 

aviation fuel will not result in a modal shift to another mode of transport but will merely have a 

negative impact on Malta’s economic and social cohesion while isolating the islands further.  A 

derogation in conformity with sustainable and affordable air transport for all European citizens 

with Sustainable Aviation Fuel (SAF) powered aircraft operating within efficient air traffic 

management should be conceded.   Furthermore, a cheaper SAF will accelerate aviation’s energy 

transition organically.  The European Commission detailed assessment on the impact of the new 

rules on connectivity for islands earmarked for 2027 is too late to avert the impact on industry 

and should take place before the next EU elections.   

 

 
23 Time to Step Up, Proposal 6 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  
24 Time to Step Up, Proposal 6 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  

https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
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2. All parties involved in Air Malta’s transition need to be reasonable and responsible in their 

demands to ensure that the country succeeds in saving the national airline. The Malta Chamber 

hopes that this restructuring plan will ultimately guarantee a sustainable future for Air Malta. 

Furthermore, it recommends that workers shed from the airline will first be considered for 

secondment to the private sector when they most likely have skills that many private companies 

need and secondly to avoid shifting the problem of excess employment to other state entities.25 

 

5. RESEARCH & DEVELOPMENT  

Last year Government proposed the following in its national post-pandemic strategy: 

“Malta needs to foster a stronger research and innovation output in both academia and industry. 

Limited funding for academic research projects is often cited as a key challenge by researchers, 

alongside other barriers such as scarce resources and time, fragmentation and internal competition.” 

The Chamber believes that this approach is problematic for two reasons.  

Firstly, it entirely and wholly places more emphasis on the academic side of research and innovation, 

in a sense of negating the importance of R&D undertaken by industry-led projects.   Academic research 

generally tends to place more resources towards ‘blue sky’ research, which is not driven by an agenda, 

but gathers knowledge that then may potentially be used by industry. Whilst this sort of work has its 

merits, the Malta Chamber believes that Malta must first prioritise research and development that 

innovates companies.  

Secondly, the Government has for nearly a decade failed to improve investment on R&D. Despite 

government proposing a targeted expenditure of 2% of GDP on research and innovation in the election 

that took place this year, this is the exact same goal Government way back in June 2014, as evidenced 

by its own National Research and Innovation Strategy 2020, which was meant to be achieved by 2020. 

Despite this goal being set over eight years ago, R&D has bottomed out at a mere 0.6% of GDP at 

present, down from 0.72% in 2014.  

The Government should be more committed towards achieving these targets. Whilst the Malta 

Chamber welcomes manifesto proposals that seek to offer financial incentives such as tax deductions 

and fiscal aid, for research and development and budget increases in R&I allocation, we still believe 

that a budget of 2% should not be our final aim. 

Proposals: 

1. Adhere to the commitment taken a year ago by the Department of Research with The Malta 

Chamber to fund industry based post-doc fellowships. Applications for the scheme were 

expected to open imminently after the election, as all parties involved had agreed to the terms. 

The Department of Research has shifted under the Ministry of Education. With this change, all 

momentum on this initiative has seemingly been lost. This is an important tangible initiative to 

 
25 Time to Step Up, Proposal 80 https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d  

https://www.maltachamber.org.mt/loadfile/5fe5f1ed-2d0c-4d6c-98c5-67602c11d19d
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promote active collaboration between industry and academia to undertake research that has 

economic development potential and needs to be pursued with drive and ambition.  

 

2. Increase public spending on R&I to reach 2% of GDP by 2024 and 3% of GDP by 2026.  Incentive 

programmes and support mechanisms should include: 

a) Separating industry led projects with high commercialisation potential from ‘blue sky’ 

academic research, as these should not be competing but should be implemented separately. 

Funding schemes need to be directed at specific technical readiness levels and budgets need 

to be flexible. The percentage aid intensity needs to be substantial (e.g., 85%) irrespective of 

industry size, otherwise businesses will not apply due to the added risks associated with these 

proposals.   

b) Promote knowledge transfer between industry and academia through schemes such as the 

Post-Doc Fellowship Scheme launched with the University of Malta and the Applied Research 

Fund with MCAST. 

c) Help companies mitigate the high legal and registration costs particularly within the EU and 

United States of Intellectual Property Rights by offering financial assistance. 

d) Increase the proposed 150% tax deduction of R&I expenditure to companies to 200%. 

 

3. Promote and encourage the gathering of the best minds from the University of Malta, industry 

and users to develop new technologies and participate in European Projects with a high 

commercialisation potential. 

 

4. A pathway for commercialisation should be found for new eco-solutions. Whilst in 2019 Malta 

obtained an excellent performance in resource efficiency outcomes, where it ranked second place 

amongst the EU28, it is still below average for eco innovation activities and eco-innovation outputs 

and remains significantly behind for eco-innovation inputs and socio-economic outcomes. 

Conclusion 

It is evident that in the current challenging economic climate, there is no room for waste of resources 

at any level. Just as private enterprises try to mitigate rising costs by increasing efficiency and cutting 

down on trivial expenditure, so must Government rationalise its spending. Public expenditure is 

financed through the hard-earned taxes paid by law abiding businesses, workers and consumers. The 

promotion of fiscal morality gains credibility when Government manifestly commits to optimising its 

use of resources, both in terms of public sector employment as well as public procurement.   

In the same vein, the rising costs of energy and our decarbonisation targets necessitate more 

sensitivity to energy efficiency and increased investment in renewables. 

This is certainly no time for waste, and there is clearly no time to waste. 

 



www.maltachamber.org.mt


