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Chapter 1. Economic and Social Development

1 Introduction
1.1 Geography

The Maltese Idands are located in the centre of the Mediterranean Sea south of Sicily. The
Islands have atotal land area of 316 sq. km and comprise 3 main isands + Mdta[246 sq. km.],
Go0z0 [67 sg. km.] and Comino [2.7 sg. km.]

Madta has a typica Mediterranean climate with hot, dry summers and mild winters.
Temperatures are between 12 and 31 degrees. Generally winds are strong and their frequency
ishigh.

Table 1 Climatic Data

1998 1999 2000
Maximum average temperature °C 23.7 23.6 25.1
Minimum average temperature °C 15.8 15.8 154
Average hours of sunshine per day 8.4 8.1 8.4
Annua rainfdl (mm) 7714 319.8 801.2

Source: Malta in Figures, NSO
The terrain is mostly low, rocky and flat to dissected plains with many coastal cliffs. The
lowest point on the Islands is the Mediterranean Sea [0 m], while the highest point is Ta
Dmejrek 253 m (near Dingli).

Diagram 1 Map of Area of Intervention




1.2 Government

Malta was granted independence from the United Kingdom on 21 September 1964. It has a
constitution adopted in 1964 and subsequently amended on a number of occasions, notably on
13 December 1974 when the country became a republic.

The President [Head of State] is elected by the House of Representatives for a five-year term.
Following parliamentary elections, the leader of the magjority party or mgority codition is

usualy appointed Prime Minister for a five-year term by the President. The cabinet is
appointed by the President on the advice of the Prime Minister.

1.3 Demography

1.3.1 Basic Demographic Data

Malta has a tota population of 394,641. The capita of the Maltese Islands is Valletta
[population 7,199].

The distribution of the population by islands and gender is depicted in the following table:

Table 2 Basic Demogr aphic Data (2001)

Area (Km?) Popul ation Density (Km®)
Malta 245,73 363,799 1480.48
Gozo and Comino 69.86 30,842 441.48
Total 315.59 394,641 1250.49
EU 15 3,191,120 378,700,000 118.7

Source: Demographic Review 2002, NSO

Table 3 Distribution of the Population by Gender (2001)

Population Percentage
Males 195,363 49.5%
Females 199,278 50.5%
Tota 394,641 100%

Source: Demographic Review 2002, NSO

Malta compares very well with the life expectancy of the EU15. As at 2001, life expectancy of
Maltese males and females was 76.07 and 80.87 years respectively. The birth rate in Malta,
although declining over the last decade, was higher than that of the EU15 and stood at 11.1 per
1000 inhabitants in 1999. The crude birth rate in Malta was 10.05 in 2001. On the other hand,
at 6.1 per 1000 live births, the infant mortality rate is still relatively high compared to 4.9 for
the EU15.

It is worth noting that as at 2001, 19.4 per cent of the Maltese population was aged under 15
years. Thisisrelatively high compared to the EU15 average of 16.9 per cent.




Table 4 Population by Age

Malta (2001) EU15

Under 15 years 19.4% 16.9%
Between 15 and 65 years 69.0% 67.0%
Older than 65 years 11.6% 16.1%

Source: Demographic Review 2002, NSO

Meanwhile, like other European countries, Malta is facing the phenomenon of an ageing
population. The number of persons aged 60 and over is expected to rise by 37,886 to 105,000
by 2025, representing nearly a quarter of the Maltese population. Given the decline in birth
rates, the working-age population is expected to drop dightly from its present level. According
to these demographic projections, the support ratio - the number of persons of working age as a
proportion of dependent population - is set to fall from just under 4 at present, to dightly above
2 by 2020. The country’s long-term economic development stands to be affected by this
phenomenon.

1.3.2 ThePopulation Density of Malta

Malta has the highest population density in Europe of some 1,250 persons per square kilometre
(2001), followed by the Netherlands with 385 persons per square kilometre. The difference in
density of population between the Mdtese idands is considerable, as shown in the following
table:

Table 5 Population Density

Persons per Km? (2001)
Malta 1480.48
Gozo & Comino 459.78
Maltese Idands 1250.49
EU15 118.7

Sources. Demographic Review 2002, NSO and Eurostat

The consequences of this high population density, are reflected in different sectors:

f High pressure on the natura resources (high demand for water for domestic consumption,
generation of high levels of solid urban residues and construction waste, high energy
demand, deterioration of the landscape, etc).

Increased rate of urbanisation.

Pressure on transport and communication networks.

High demand for basic products (food and energy).

Over-occupation of recreational spaces.

Genera impact on quality of life.

e

It is estimated that in the next decade the Maltese population will continue to increase at arate
similar to that of the second half of the twentieth century. Projections published by NSO
indicate that by the end of 2005 Malta’s population would have increased by 3700 persons.

Apart from the repercussions associated with an ageing population, another aspect that has to

be considered when analysing demographic issues is the impact on the country’ s basic services,
including health, education and other social services.
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The small territory of the Islands, with a high demographic density and a considerable number
of tourists puts added pressure on natural resources such as soil and water and on natural
ecosystems.

1.4 Insularity and the Territorial Dimension

The distance from the other Member States within the European Union, as well as the fact that
the country is an archipelago, result in Malta having the same characteristics which the
European Union has recognised (in the Treaty of Amsterdam) as being those of ultra-peripheral
Isands. The mgjor difference between the ultra-peripheral territories and Maltais the fact that
Maltaisitself aMember State with no hinterland. This makes Malta a unique case.

The inherent disadvantages of insularity are further aggravated through the fragmentation of
the territory between the two main isands (Malta and Gozo) and Comino, the distance between
the islands, the physically limited territory (in terms of surface area) of the archipelago and the
largely dry and arid climate. The Maltese idands also suffer from relatively high population
density. All this contributes to the further fragmentation of the country's insular economies
and to a substantia additional cost in production and market access.

The cost of insularity is clearly manifested in the territorial discontinuity which constitutes a
barrier to the diffusion of positive effects emanating from the economies of scale enjoyed by
Member States on the mainland. The implications of higher costs and time-lags are also a
factor in the context of foreign direct investment.

Moreover, the effects of insularity and physica separation from mainland Europe impact on
the intense demand for economic and social infrastructure in general, and particularly for
"access' and service infrastructure such as transport, waste management, water and energy.

Malta suffers from many of the permanent and /or long-term problems identified in the second
report on Economic and Social Cohesion as priorities with aterritorial dimension for the EU's
Cohesion Policy:

f Maltaisacountry with severe geographical and natural handicaps. Efforts to achieve full
integration with the rest of Europe will be difficult because Malta is not only peripheral
and insular but it is also an archipelago;

f Malta suffers from the very acute environmenta pressures of urban areas because of the

high density of its population;

Maltais an area undergoing industrial re-structuring and,;

Maltais alessfavoured rural areain need of diversification.

~n ~h
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2 General Economic Situation

2.1 Economic Growth

The Maltese economy recorded arelatively stable level of economic growth between 1996 and
2001, with Gross Domestic Product (GDP) at constant prices reaching a high of 6.1 per cent in
2000 and afall of 0.8 per cent in 2001. During 2001 the performance of the local economy was
significantly affected by the turbulence in the international economic environment which
tended to adversely affect most economies around the world. Meanwhile, during 2002 notable
signs of recovery were evident particularly during the third quarter of the year. Indeed,
economic activity picked up in 2002, with real GDP growth measuring 2.5 per cent for the first
three quarters of 2002.

The Maltese economy is increasingly becoming service-oriented, reflected in the fact that
during January-September 2002, direct production contributed to approximately 35 per cent of
GDP, while market services accounted for dightly over 48 per cent of GDP.

After experiencing relatively high growth in private consumption in 1999 and 2000, private
consumption grew a a slower pace of 4.7 per cent in nominal terms during 2001. However,
dightly higher rates of consumption growth were recorded during the first three quarters of
2002 at 5.5 per cent when compared to 4.7 per cent for the corresponding period of 2001. The
savings to disposable income ratio was quite low measuring 1.4 per cent in 2001 and 1.8 per
cent during the first nine months of 2002.

Government current expenditure was restrained in recent years given a tighter fiscal stance.
Nevertheless, a rdatively high 12.7 per cent nominal Government current expenditure growth
was registered during 2001, mainly focused on education, heath and general administration.
This includes the implementation of the revised collective agreement for Government
employees. Government current expenditure registered a 6.6 per cent growth rate for the first
nine months of 2002, corresponding to a 5.2 per cent increasein real terms.

Gross fixed capital formation registered a negative growth rate of 7.7 per cent in nominal terms
in 2001 from a high of 20.4 per cent growth in the previous year. This decline is mainly
atributable to lower investment in the eectronics sub-sector from the exceptional levels
registered in the previous year. Gross fixed capital formation for the January-September 2002
period increased by 2.7 per cent in nominal terms.

Developments in Malta's main trading partners are particularly relevant, due to the small size
of the economy and its dependence on foreign trade. The vulnerability of the Maltese economy
and its reliance on the international environment is shown in the shifts registered in both
domestic exports and imports of goods and services. Exports of goods and services followed an
upward trend in 1999 and 2000, but experienced a contraction in 2001, registering a drop of
11.0 per cent in nominal and 4.8 per cent in red terms for that year. A reduction in exports of
goods and services was also registered during the first nine months of 2002, with anominal fall
of 2.8 per cent and of 1.8 per cent in rea terms. These devel opments reflected the prevailing
uncertain international environment.

Over recent years, Malta has experienced a gradual improvement in the domestic standard of

living with GDP per capitain PPS rising from 9,400 in 1996 to 11,900 in 2000. This compared
to 22,500 for the EU15, giving Maltaa GDP per capita of 52.9% of the EU15 average.

12



Table 6 GDP per head in PPS

GDP per head in PPS

19986 1997 1898 19989 2000
Malla 9,400 10,100 10.500 11,100 11,900
Bulgaria 4,600 4,400 4,700 4,900 5,400
Cyprus 14,700 15,400 16,300 17,500 18,500
Czech Repub 12,000 12,300 12,200 12,700 13,500
Estonia 6,100 7,000 7,600 7,800 8,500
Hungary 8,600 9,300 10,000 10,700 11.700
Latvia 4,700 5,300 5,600 5,900 6.600
Lithuania 9,300 5,900 6.300 6.200 6.600
Poland 6,600 7,300 7,700 8,200 8.700
Romania 6,100 5,900 5,800 5,800 6.000
Slovak Repub 8,500 9,300 9,800 10,300 10,800
Slovenia 12,200 13,200 13,900 15,000 16,100
Turkey 5,500 6.200 6,300 6,100 6.400
EU-15 18,500 19,400 20,300 21,200 22,500

Source:; Eurostat

2.1.1 Prices

The 12-month inflation rate remained relatively low and stable in recent years. After
registering decelerating rates during both 1998 and 1999, the inflation rate increased
marginally to reach 2.9 per cent in 2001. The inflation rate was stable at 2.9 per cent at the end
of September 2002, athough it was higher than the 2.4 per cent inflation rate for the same
month in 2001.

Table 7 Main Economic Indicators

1996 1997 1998 | 1999 | 2000 2001 2001 2002
Jan-Sep Jan+Sep

Real GDP growth rate (per 4.0 49 34 4.1 6.1 -0.8 -04 25
cent)
Inflation rate (per cent) 25 31 24 21 24 29 24 29
Unemployment rate” (per cent) | 5.0 55 5.6 5.8 5.0 51 4.8 52
of which unemployed under 45 51 53 54 4.6 4.7 4.3 4.7
part 1
Current account balance (Lm -146.2 | -76.6 -845 | -493 | -209.2 | -77.3 -22.7 -18.8
million) (per cent of GDP) (-12.2) | (-5.9) (-6.2) | (-34) | (-13.4) | (-4.7) (-1.9) (-15)
Foreign direct investment 99.7 -76.6 -845 | -493 | -209.2 | -77.3 -22.7 -18.8
inflow (Lm million) (per cent (8.3 (-5.9) (-6.2) | (-34) | (-134) | (-4.7) (-1.9) (-15)
of GDP)
Structural deficit (per cent of 10.0 117 110 |85 55 52 - -
GDP)

“Includes both Parts 1 and 11 of the registered unemployed
Sources. National Satistics Office, The Treasury, Central Bank of Malta
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2.1.2 Financial Developments

Developments in the exchange rate of the Maltese lira reflect the composition of the basket of
currencies to which the lira is pegged and movements in international foreign exchange
markets. The strong weight of the Euro in the Maltese lira basket has a particularly determining
impact on the external value of the domestic currency. During the first three quarters of 2002,
the Maltese liraweakened against the Euro but gained ground against the US dollar.

During 2001, the rate of growth of broad money measured 8.4 per cent. Faster monetary
expansion was matched by rapid growth in the net foreign assets of the banking system and
occurred despite a slowdown in domestic credit growth. For the first nine months of 2002, this
growth rate reached 9.5 per cent when compared to 5.8 per cent during the same period of
2001.

The structural deficit as a percentage of GDP has been steadily declining over recent years
from a high of 11.7 per cent in 1997 to 5.2 per cent in 2001. Thiswas the result of a number of
measures identified to enhance government revenue, such as tax reform and efficiency gainsin
revenue collection, aswell as aresult of Government's policy to contain public spending.

2.2 Labour Market

This section is made up of five parts. The first part attempts to give a snapshot of the current
Situation. The second part refers to labour market issues related to gender. The third part
attempts to show trends in the labour market situation in Malta (by looking at developmentsin
recent years). The fourth part is an analysis of unemployment and the fifth part is an analysis
by sector.

2.2.1 General Overview

According to the Labour Force Survey of October 2002 there were 147,482 employed persons,
10,730 unemployed and 157,253 inactive persons.

2.21.1 Full-time Employment

f According to the same survey, 70.3 % of the employed persons (103,730) were male and
29.7% (43,752) were female.

f During the same year, 66% of the total were working in the services sector, 31.8 % in the
industrial sector and 2.2% in agriculture.

f According to the Labour Force Survey of December 2001, 33.3 % were working in the
public sector and 66.7% in the private sector.

f 13.0% of those employed in the private sector were self-employed (Labour Force Survey
December 2001).

2.2.1.2 Part - time Employment

According to the Labour Force Survey of October 2002, 13,086 persons (8.8 % of the total
number of employed persons) held a part-time job. Of these, 66% were female.

14



2.2.1.3 Hidden Employment

No official estimates have been made, although hidden employment is believed to exist in the
construction industry and, to a lesser degree, among home maintenance trades as well as the
hospitality and small enterprise sectors (Joint Assessment of the Employment Policy Priorities
- JAP).

2.2.1.4 Unemployment

According to the Labour Force Survey of October 2002, there were 10,730 unemployed
persons in Matain June 2001. Of these 3,593 were femae and 7,136 were mae. In the same
month (June 2001), there were 6,529 persons registered as unemployed with the Employment
and Training Corporation, of which 5598 were male and 931 female.

2.2.1.5 Other Considerations

In thisfirst section, it is aso worth noting the following additional points:

1 In June 2001, at 54.7% the participation rate (employed persons as a percentage of the
age group 15-64 years) was very low in Mdta; against 63.8% in EU 15 (Labour Force
Survey, October 2002 and Eurostat). The impact of low fema e participation rate in the
labour force should be noted.

2. The unemployment rate, in the same year, was a'so comparatively low (6.8% in Malta
against the average rate of 7.2% in the EU 15).

3. Maltahasalow level of peoplewith higher education (university or equivalent): While
in the EU Member States 21.6% of persons between 15 and 64 years possess higher
education qualifications (Source: Eurostat), in Malta, the equivalent number was only
20,164, representing 7.5% of the working age population of 267,264 (persons aged
between 15 and 64 + Source: LFS 2001).

4. The pensionable age in Maltais 61 for men and 60 for women.

5. 8% of persons between 15-64 years have a long-standing health problem or disability
(National Statistics Office).

2.2.2 Distribution of the Labour Statistics by Gender

A complete analysisis made under section 9 of this chapter entitled Equality of Treatment.

! ETC statistics and LFS figures do not follow the same methodology.
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2.2.3 Recent Developments of the Labour Market

Table 8 Annual Changesin GDP, Productivity and Wages

1998 1999 2000 2001
Real GDP growth % 3.40 4.10 6.10 -0.80
Employed population 133,276 134,032 136,828 137,496
Employed population: change % 0.7 1.9 0.9
Productivity (Lm) (GDP divided by
gainfully occupied) 9,692.7 10,008.8 | 10,4255 | 10,291.2
Productivity change % 3.3 4.2 -1.3

Source: National Satistics Office and Employment Training Corporation

Since 1998, the number of employed persons has grown by an average of 0.9 per cent per
annum. During the same period, real GDP increased between 1998 and 2000 but decreased
during 2001. However, during the first nine months of 2002, real GDP recovered, reaching a
growth rate of 2.5 per cent. The productivity rate grew by an average 2 per cent per annum
over the 1998-2001 period.

With respect to the participation rate, the scenario can be summarised as follows:
X The employment rate increased from 54.9% in May 2000, to 55 % in June 2002.

x Looking at the issue of gender, the femae employment rate has increased (from 33.1% in
2000 to 34.3% in 2002), whereas that for male has decreased from 75.8% to 75.6% over
the same period (Labour Force Survey May? and December 2000 for 2000 figures, and
Labour Force Survey October 2002 for years 2001 and 2002)

During the period 1995-2000, the number of workers in the public sector diminished by 4.8%
(2,323), whereas the private sector increased its number of workers by almost 8.1% (7,201).
(Employment and Training Corporation)

Since 2000 there has been an increase in persons working part-time as their primary source of
employment, from 6.7% to 8.8% (2002).

According to the JAP, the level of hidden employment is believed to have falen since the
introduction of VAT legidation in January 1995. In fact during 1995 full-time employment
increased.

2 LFS for May 2000 was a pilot study
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2.2.4 Unemployment

Table 9 Unemployment

Y ear Made Femde Tota % Male % Femade Tota
2000(M ay) 7,037 3,421 10,458 6.6 7.3 6.8
2001(June) 7,136 3,594 10,730 6.4 7.6 6.8
2002(June) 6,872 4,177 11,049 6.3 8.3 6.9

Source; own elaboration with data from LFS 2000 and 2002

The following table shows the level of education of the registered unemployed for the period

1998 + 2000.
Table 10 Education of Registered Unemployed
1998 1999 2000
% % %
M F M F M F

Total 100 100 100 100 100 100
Working 61.8 54.7 575 40.7 52.7 32.7
Knowledge/Operator

Competent/Skilled operator 28.4 15.7 29.1 17.8 31 22.9
O-leve/City and Guilds 7.4 19.0 10.3 26.7 13.3 32.3
Intermediate 0.1 11 0.1 0.4 0.1 0.8
A-leve/Technician 15 7.3 2.1 11.2 20 8.6
qualification

Diploma 04 0.5 04 11 0.5 11
Degree 0.4 17 0.5 2.1 0.4 16

Source: Employment and Training Cor poration, 2000

A high proportion of the registered unemployed have low levels of education and limited sKills.
Unemployed females have higher qualification profiles than unemployed males. The mgjority
of unemployed persons declared a preference for manual work, particularly in manufacturing

and services,

Table 11 Job Searching Survey

Duration of job search May 2000 June 2001 June 2002
5 months or less 24.2% 47.4 46.2
6-17 months 31.9% 20.7 29.1
18+ months 43.9% 31.9 24.7

Source: Own elaboration with data from: Labour Force Survey May and December 2000 for year 2000.
Labour Force Survey October 2002, for year 2001 and year 2002.

Table 11 illustrates the duration of job search for unemployed persons.

2.2.5 Employment by Sectors

The sectoral breakdown of unemployment in 2001 in percentage terms was as follows:
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Table 12 Unemployment Breakdown by Sector

Agriculture Industry Services
Malta 2.2% 31.8% 66.0%
EU 15 (Average) 4.3% 26.4% 69.3%

Source: Eurostat, News Release, 143/2000

The table below shows the percentage employment share by sector in Malta between 1998 and

2001.
Table 13 Employment Share by Sector?
Y ear Agriculture Industry Services
1998 1.5% 28.7% 69.8%
1999 1.5% 28.0% 70.5%
2000 1.7% 33.1% 65.2%
2001 2.2% 31.8% 66.0%

Source: Labour Force Surveys December 2000, December 2001, Employment and Training

Corporation, 1998-99.

There has been a marked shift away from production into services, athough per capita vaue-
added in manufacturing has increased significantly. Employment in manufacturing has
undergone redistribution from sectors such as footwear and clothing, to others such as

electronics, engineering and health-related products.

® Figures for 1998 and 1999 are ETC data. Figuresfor 2000 and 2001 are based on the Labour Force

Survey
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3 Sectoral Analysis
3.1 Productive Sector

3.1.1 Agriculture
3.1.1.1 General Overview

The Maltese agriculture and fisheries industry accounts for less than 2.4 per cent of the GDP, a
share that increases to a little more than 6 per cent when the whole agri-food chain is
considered.

Agricultural activities face a number of structural constraints, primarily land fragmentation,
water scarcity and the labour intensive nature of this sector compared with the more value-
added, high technology production of goods. Cultivated land is mostly devoted to grains and
forage crops, vegetables and fruits. Anima rearing is very intensive and includes pigs, poultry,
cattle, sheep, goats and rabbits.

Diagram 2 Agriculture as a Per centage of GDP

Agriculture as a Percentage of GDP

o Percant of GDP

¢ 1086 1867 1968 1688 2000 2001

Source: Ministry for Economic Services
From 1963 to 2001 37% of the land (3,600 hectares) available for agriculture was lost to urban

development. This loss was partly offset by more intensive agricultural practices. The
distribution of land usesin Malta, for the year 2001 is:.
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Table 14 Distribution of Land Use (in hectares)

Dry Irrigated Unproductive Total
Waste
Malta 6,735.4 1,055.2 1,165.5 8,956.1
Gozo 1,505.0 87.6 189.6 1,782.2
Tota 8,240.4 1,142.8 1,355.1 10,738.3

Source: Rural Development Plan, 2002

Maltese agricultural policy was developed on the basis of a traditiona inward-oriented
approach, in which the basic functions of the industry were those of securing domestic supplies
to the maximum possible extent. This was achieved through a fairly wide protection of the
domestic agricultural market that had the effect of maintaining high prices of agricultura
products.

A programme for the removal of trade barriers, which are substantial for agricultural and food
products, has aready been devised.

The food marketing and processing industry remains mostly oriented towards local demand,
and dominated by a few companies operating under a certain degree of public control aimed at
stabilising domestic supplies. The whole system is deemed to be inefficient in many respects
and most plants are considered to be operating well below their capacity.

Farming is relatively insignificant from an employment creation aspect and is typified by very
small holdings.

3.1.1.2 FarmersAge, Employment Structureand Plot Size

Table 15 Farmers Workforce Distribution

Farmers' Workforce Distribution

Full-Time Part-Time
Maita 847 7,932
Gozo 127 2,494
Total 974 10,426

Source: Census of Agriculture, April 2001, NSO

Almogt half of the farmers (42.6%) are over 60 years of age. Only 10.7 % of the farmers are
less than 40 years ol d.

The agricultura land in Maltais very fragmented. This fragmentation aggravates the difficulty
of mechanisation (and therefore also reduces productivity), makes it more difficult to control
ground contamination and poses obvious difficulties for diversification to the individua
farmer.

Government has adopted a new vision for the Maltese agricultural industry which focuses on

the sustainable development of rural areas in a manner which enhances competitiveness in a
demand-driven international market system.
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However, it is clear that thiswill require an interim period of adjustment and adaptation during
which market support will be necessary so that the sector is equipped to face global
competition and achieve genuine multi-functionality. Malta has developed a Specid Market
Policy Programme to support farmers and food processors during the restructuring phase thus
enabling them to face the challenges of a more open market situation.

3.1.2 Fisheries

Malta has a small fisheries sector which accounts for approximately 0.1 per cent of GDP and
employs 1,987 fishermen (of whom only 397 are engaged on a full-time basis earning their
main income from fishing). In Malta different fishing activities take place during different
seasons and mogt full-time fishermen own at least one small vessdl to fish close to shore during
the winter months and one larger vessd to fish offshore during the milder seasons. On average
there are three fishermen employed on each full-time boat. In certain fisheries such as the tuna
or ‘lampuki' fishery extra hands are recruited. The remaining 1590 fishermen were registered
as part-time. Some part-time fishermen, called Market fishermen, sell their catches regularly
through the Whol esal e fish market.

Most of the Maltese fleet is below 12 metres and therefore belongs to small-scale coasta
fisheries. Of the 1192 vessals in the 0-5.99 metres category, the most frequent main gears are
set bottom longlines (383), hand trolling line (269), trammel nets (403), and pots (118). There
are 18 other gear types that are used in this length category, including 21 Lampuki net, one
seine net, and 4 shrimp bottom trawl. Of the 591 vessds in the 6-11.99 metres category, the
principal gears are again set bottom longlines (284), trammel net (232), hand trolling lines (57),
but there are aso severa drifting longlines (61). Fifteen other gear types are used, including 68
Lampuki nets.

Theindustrial sector of the fleet consists of 120 vesselsin the 12-23.00 metres category fishing
mostly with set bottom longlines (44). 10 vessels greater than 24 metres, 4 fish with bottom
otter trawl and three with set bottom longlines and al have Lampuki nets. Across al the length
categories, set bottom longlines is most prevalent main gear, followed by trammel net, hand
trolling line, pots. There is aso a fleet of small pelagic purseiners (lampara). Trawling, either
for demersal fish or for shrimp is not a very popular fishing method in Mata. The
overwhelming mgjority of fishing is carried out with static fishing gear. The average age of the
fleet is about 20 years.

Fishing in Malta is a versatile undertaking. Not only are there fishing vessels that can use
different gear types (multipurpose vessels) but it is not rare that one single fishing enterprise
will own severa boats to more economicaly exploit particular fishery depending on the
species being sought and season being fished. Forty percent of the vessel have a second gear,
ten percent, a third one, and 1% a fourth gear. This lends itsdf naturally to portfolio
management (Hilborn et. Al. 2001) where the gear best suited to catch the most abundant or
most valuable species is used. In the absence of severe price anomalies, switching from one
species to the next, as their abundance fluctuates, could be a self-regulating mechanism to
protect species against overexploitation when their abundance is low. The effort management
system implemented in several Mediterranean countries allows that to happen.

The Maltese fishing fleet comprises mainly traditional fishing vessels. The traditiona boats, by
far the most numerous, are the Luzzu and Kajjik with a distinctive shape and size. The Luzzu
and Kajjik are used to conduct coastal artisanal fishing using small long-lines, trammel netting
and traps. The traditional design of alarge portion of the Maltese fleet (the Luzzu and Kajjik)
belongs to humanity' s world heritage and should be preserved.
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Malta has both limited the size of its trawler fleet and restricted the geographical areas where
trawlers can operate. Consistent with Article 2 (4) of Council Decision 97/413/EC dealing with
stocks for which the situation is insufficiently known, Malta will not increase its fishing
capacity for the period 2003 to 2006 unless specific additional fishing opportunities can be
identified. Malta negotiated the management of a specia regime for the 25 mile Conservation
Zone around the Maltese Islands.

Presently, the fisheries sector is facing the challenge therefore to modernise and improve the
working conditions and safety of fishing vessels without at the same time increasing the overall
fishing capacity of the fleet while maintaining this high percentage of traditional vessels. These
vessds can only be used for small scale coasta fisheries and therefore the right balance
between artisana and industrial fleets has to be sought to ensure a sustainable exploitation rate
of the resources. The measure ‘Small-Scale Coastal Fishing' and ‘Adjustment of Fishing
Effort’ and the actions ‘ Fleet Renewal and Modernisation' under another measure are intended
to maintain this ba ance within the fleet and between the harvests and the resources.

Despite its relatively low contribution to the Maltese economy, the socia importance of the
fisheries sector far outweighs its economic output. Small-scale, traditiona loca fisheries
contribute to the supply of fresh fish for the tourism industry (one of the most important sectors
of the Idlands  economy) and constitutes an important element of the local tourism product.

The Fisheries, Conservation & Control Division is presently involved in the direct management
of the fish market. It is planned to transfer progressively this responsibility to the Cooperatives,
Producers Organisations and to the ‘Pitkala. The measures involving ‘Processing and
Marketing' are aimed to strengthen all operations including handling, trestment, processing
and distribution of fishing products between the time of landing and the end-product stage
intended for human consumption. This action within the measure is aimed at increasing the
processing capacity of fishery products through construction of new units and/or extension of
existing ones. Existing processing units need to be improved even without increasing their
physical capacity. New marketing establishments and the modernisation of existing ones need
also to be considered. These actions are important to increase the value added factor of fishery
products.

Malta has in the last 15 years been involved very actively in aquaculture. The actions under
aquaculture involved in the measures ‘Marketing and Processing', ‘Aquaculture’ and ‘Fleet
Renewal and Modernisation' are aimed at investments in works concerning the installation and
improvement of aquaculture production units involving bivalves, fish, hatchery-produced fry
and other resources. This action is aso amed at improving sanitary and environmental
conditions on existing units as well as improvement in technological and quality systems of
existing units.

Port facilities have never been apriority on the agenda and therefore development islacking in
this field. Fishing ports lack the necessary amenities for normal maintenance of fishing vessels.
Port facilities for the unloading, handling, grading and transport of fishing products need to be
improved to maintain the cold chain in view of improving the quality of fishery products from
landing to market. This measure is aimed at improving Fishing Port Facilities of collective
interest and the actions will contribute to the generad development of services offered to
fishermen in line with improving the conditions under which fishing products are landed,
treated and stored in ports. This measure will also improve the supporting services necessary
for the activity of fishing vessels such as the provision of fuel, ice and water, the maintenance
and repair of the vessels themselves, hygienic services and unloading facilities. The
improvement of sheltered areasis aso to be considered in view of improving safety during the
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landing or loading of products or during the time that fishing vessels are berthed. The measure
isintended at the improvement and modernisation of existing fishing ports.

3.1.3 Industry

3.1.3.1 Manufacturing Sector
3.1.3.1.1 Background

The manufacturing industry plays a pivota role in the Maltese economy. Over 21 per cent of
the gainfully occupied were employed in the manufacturing industry at the end of 2001 whilst
exports by this industry accounted for 56.0 per cent of total exports of goods and services
during 2001.

The performance of the manufacturing industry has been notable in recent years, with turnover
increasing by around 52.0 per cent between 1996 and 2000. During 2001, turnover by the
domestic manufacturing industry declined reflecting the downturn in the global market for
electronic components experienced during the year. This decline continued during the first nine
months of 2002 although at a lower rate than that registered by the sector in the first nine
months of 2001.

The inward-looking economic policies adopted during the 1970s and which continued in the
1980s led to the development of a domestic manufacturing sector. This policy to promote
manufacturing activity had two principal objectives. The first objective amed a creating
import-substituting production in “strategic' and consumption goods sectors. Meanwhile, the
second objective referred to export-oriented production which was to be financed primarily by
inward foreign direct investment and was based upon Malta's comparative advantage of
relatively low-cost skilled labour.

Asillustrated in diagram 3, aresult of this policy was that the share of manufacturing activity
in Mata' s GDP rose rapidly after 1972 reaching around 30 per cent in the first half of the
1980s and averaged around 22 and 23 per cent of GDP in the 1990s. During the first nine
months of 2002, the share of manufacturing activity in Malta's GDP reached 22.6 per cent.
Maltese manufacturing retains the dualistic structure which developed during the 1970s,
consisting of an internationally competitive export-oriented segment, financed mainly by FDI,
along with a number of locally-owned small and medium-sized enterprises (SMESs).

Labour productivity for the whole economy, measured as real output per employee, followed
an upward trend during the five years to 2000. However, a decline in productivity was
registered in 2001. During the first nine months of 2002, labour productivity increased by 3.6
per cent. On a sectora level, labour productivity in manufacturing recorded significant
increases between 1996 and 2000 although a decline in productivity was registered in 2001.
During the first nine months of 2002, labour productivity in manufacturing increassed by 31.1
per cent.
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Diagram 3 Share of Manufacturing and Market Servicesin GDP
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Asillustrated in diagram 4, featuring employment statistics for the years 1990 to 2000, the total
employment rate increased from around 34 per cent to around 35 per cent. The diagram also
illustrates the ratio of manufacturing employment to total population which stood at 7.4 per
cent of the total population.

Diagram 4 Employment as a Per centage of Population
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3.1.3.1.2 Characteristics of Maltese Manufacturing Enterprises

The manufacturing industry mainly consists of locally owned smal and medium sized
enterprises aong with a number of relatively large foreign owned subsidiaries of multinational
companies that are mostly export driven. The structure of the manufacturing industry has been
changing over the last years with a shift from low value added activities such as textiles, to
high value added activities such as communication equipment and apparatus. The main
manufacturing sectors with a relatively high share of turnover to total (manufacturing) outpui,
include communication equipment and apparatus, food and beverages, wearing apparel,
furniture, plastic and rubber, chemicals, publishing and electricd machinery. The domestic
manufacturing industry is dominated by the communication equipment and apparatus sector
and in particular by one large enterprise which accounts for a significant share of total
manufacturing output, exports and investment.

Diagram 5 depicts the distribution of manufacturing enterprises by the number of employees. It
shows that by 1998, the proportion of micro-enterprises (1-10 employees) decreased by almost
5 percentage points when compared with 1995. The proportion of small and medium-sized
enterprises (11-249 employees) increased dightly during this period. A marginal increase was
also registered in the share of large enterprises (250+ employees) between 1995 and 1997 but
remained stable thereafter.

Large enterprises accounted for the largest share of employment. However, when taken
together, micro, small and medium sized enterprises employed around 17,400 workers, whilst
large enterprises employed around 9,700 workers. Thus, small and medium sized enterprises
play an important role as regards employment generation in Malta.

The efficiency with which Maltese manufacturing concerns combine their resources determines
their level of profitability, which is an important indicator of the enterprises level of
competitiveness. The percentage of profits to value added for the manufacturing industry,
increased from 41 per cent in 1996, to 43 per cent in 1999. Profits for the manufacturing
industry as a per cent of value added increased further in 2000 but declined to 44.7 per cent in
2001. In thefirst nine months of 2002, it reached 45.5 per cent.

Various challenges need to be faced in the next three years to restructure the manufacturing

industry. These challengesinclude:

f Malta needs to identify a new anchor to attract foreign investment and embed it into the
local economy

f Maltahasnot developed centres of excellence in technol ogies which are vital to the region

f Maltasuffersfrom the "two economies effect

Sustainable development of the economy requires that a genuine comparative advantage exist
to support the sustainable growth of both Maltese companies and foreign investors. In the past
Malta sought to use, with great success, a blend of low labour costs, an available workforce,
cheap land and an attractive incentive package, to attract foreign investment. Domestic
investors grew behind protective tariffs.
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Diagram 5 Distribution of Manufacturing Enterprises by Number of Employees
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With increased globalisation and the need to adapt its attraction focus for FDI, Maltais trying
to tap its potential of becoming a centre of technological excellence. This requires Malta to
develop skills and technological capabilities.

Another constraint characterising the Maltese manufacturing industry results from the total
absence of linkages between the low technology small scale (loca Maltese companies) and the
high technology (large scale foreign enterprises). Such linkages would facilitate a flow of
skilled people from foreign-owned companies to the locally-owned firms.

The lack of linkages means that foreign investment has not enriched Malta s technology or
skill base to the extent that it could have. Thereis aneed to facilitate the establishment of such
linkages + both to support the growth of local enterprises and further “anchor” FDI into the
local economy.

Maltese enterprises will not in general compete on cost. The cost of labour is higher than in
most competitor countries, and the small scale of manufacturing concerns mitigates against
exploiting economies of scale in the way that larger foreign enterprises could. Maltese
companies will therefore need to compete on product differentiation. Products can be
differentiated in any way that affects the perceived value to buyers. Typicaly, athough not
exclusively, the bases of differentiation can include superior product design, shorter lead times,
superior quality and customisation. Maltese companies need to be encouraged to realise that in
the new international economic scenario they will only be able to compete on differentiation
and should be helped to restructure in order to make differentiation possible.

Given that Malta has lost much of the edge it enjoyed in terms of low labour cogt, a strategic
repositioning of Malta's industrial base to higher value-added and knowledge-intensive
activities has become a necessity. In particular, investment promotion efforts should target
processes which are up-stream in the value chain. Companies should be encouraged to raise
the profile of their local operation. This requires them to move away from being just
assembly/production outposts in adding other functions in their production, and move into the
research and development and product development field in such areas as the chemica and
communication and apparatus sub-sectors. Likewise, the attraction of marketing functions and
international logistics are cases were upstream operations could be lured to set-up locally. All
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this necessitates that the education system in Malta be in a position to furnish the skills and
competitiveness required to satisfy the new needs of industry.

3.1.3.2 Services
3.1.3.2.1 Tourism

The Maltese economy has increasingly become service-oriented. The tourism industry plays a
significant role in the contribution to economic growth, job creation and foreign exchange
earnings to the economy. Tourist arrivals increased steadily over the past years reaching 1.2
million in 2000. During 2001, tourist arrivals declined by 2.9 per cent while during the first
nine months of 2002, tourist arrivals declined by 6.5 per cent over the corresponding period of
2001. The declines registered in 2001 and 2002 reflect the change in the environment in which
the loca tourism industry operates resulting from a number of developments in the
international landscape. The 11 September 2001 events, which brought about an aversion to air
travel, were amongst the most important factors affecting global tourism in the latter part of
2001. Moreover, the general global economic dowdown aso had an adverse impact on the
local tourism industry.

Given the developments in the internationa tourism industry over recent years, the Malta
Tourism Authority (MTA), established by the Malta Travel and Tourism Services Act (Cap
409), is taking active steps to ensure that Malta maintains a competitive position in the tourism
industry along with upgrading the local tourism product. In fact, the MTA recently launched its
Second Strategic Plan for the 2002-2004 period.

Table 16 The Maltese Tourist Industry

THE MALTESE TOURIST INDUSTRY

ACCOMMODATIOHN

HOTELS| HOTELS GUEST COMPLEXES SELF EMPLOYEES | TOURIST CRUISE AYERAGE GUEST GROSS
HOUSES T. ¥ILLAGES CATERING| [HOTELS & | ARRBIYALS |PASSENGERS(LENGTH OF | NIGHTS INCOME FROM
YEAR AND APART HOTELS COMFPLEXES STAY TOURISM
HOSTELS ONLY] [NIGHTS) [000s) [LmD00s])
BES BELIS BERS BES
1988 | 124 | 16349 | 1,525 12,861 7515 5,267 783 545 57,429 13 9,849 138,200
1989 | 133 | 19712 | 1,703 11,799 7 526 5,630 828 311 54,528 12 10,069 143,800
1990 | 132 | 19669 | 1,765 12,801 7,404 5,602 871,776 56,624 1 9,604 157 400
1991 129 | 19,079 | 1,597 13499 5,541 5,429 895,036 40,269 1 9,633 175,300
1992 | 134 | 20611 1,473 14,085 5,645 5,288 1,002,381 52,330 12 12,015 180,500
1993 | 135 | 20817 | 1468 14103 5,415 5,742 1,063,213 57,474 1 11,553 233,200
1994 | 137 | 21729 | 1,866 14,500 5902 5,359 1,178,223 52,520 10 11,851 241 500
1995 | 134 | 21815 | 1,569 13,924 5,040 8561 ~ 1,115,971 77,216 10 10,819 232,500
1996 | 138 | 23176 | 1,474 13,502 7,543 BAKT ~ 1,053,788 59,240 10 10,665 228 00
1997 | 141 24500 | 1,500 13,083 7,500 9078 1,111,161 126,545 10 11,186 249 500
1998 | 133 | 24483 | 1,549 12,800 7,500 9013+ 1,182,240 144 054 10 11,325 254 518
1999 | 132 | 25201 1,512 14177 7,500 9476" 1,214,230 187 838 10 11,658 271,383
2000 | 123 | 24496 | 1,500 14 592 5,000 9533 1,215,712 170,782 8 10,266 268,483
2001 121 | ;072 | 1,074 6,555 5,185 9383~ 1,180,145 259,390 3 11,066 260,745
2002 | 126* | 31885 | 1,036 BEEI 5,185 9403 est | TTETSI 212756 100 Fa130 184,896~

*refers to employiment in hotels and catering establishments
*az at 1 Movember 2002

** up to August 2002

~%yp to September 2002

Source: Malta Tourism Authority

Full-time employment in hotels and catering establishments reached 9,082 in September 2002,
an increase of 1.9 per cent on September 1996. According to the Economic Impact of Tourism
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in Malta (Malta Tourism Authority, 2000), the tourism sector, however, generates employment
in many other sectors of the economy, and it is estimated that around 20,000 full-time
equivaent jobs are registered within sectors directly involved in tourism.

Foreign exchange earnings per day stayed rose steadily since 1998, reaching Lm26.1 million
(EUR 64.6 million) in 2000. A decline of 9.7 per cent was recorded in earnings per day stayed
during 2001 when compared with the corresponding period in 2000. At Lm22.6 million (EUR
54.24 million), earnings per day during January - September 2002 were also lower by 5 per
cent over the corresponding 2001 period.

97% of Malta's incoming tourists arrive by air. Malta's potential as a cruise liner destination
has also been developed with considerable success over the past years. The number of cruise
passenger arrivals increased from around 69,000 in 1996 to 259,390 in 2001. Another increase
in cruise passenger arrivals was recorded in the first nine months of 2002 when compared with
the same period ayear earlier. In the first nine months of 2002 the number of cruise passengers
went up by 69,405 to 257,294. Measures are being taken to continue to promote further the
cruise liner business.

Diagram 6 Gross Earningsfrom Tourism
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The critical trends in the tourism sector relate to the quantity and "qudity' of tourists attracted
to Malta. The tourism sector was founded upon the sale of low-cost package holidays to
Northern European markets, primarily the UK which contributed more than 50 per cent of the
annual total tourist arrivals until 1992. Efforts to diversify Madta s tourist industry have been
stepped up by focusing marketing campaigns in new tourist markets. This has been successful
to the extent that although the UK remains Malta s main tourism source market accounting for
around 38 per cent of annual arrivals in 2001, the market share of many other European
countries has been rising in recent years. The German market share has increased from 11 per
cent in 1989 to 13.6 per cent in 2001. A similar trend is apparent in the French market, whose
share rose from around 3 per cent in 1989 to 7 per cent in 2001. Likewise, the proportion of
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tourist arrivals originating from the Netherlands increased from around 3 per cent in 1989 to
4.3 per cent in 2001.

Asillustrated in diagram 7, during 2001, over 36 per cent of Malta s incoming tourists visited
the Islands during the peak summer months (July to September). The shoulder months (March
to June and October) are popular with dightly more than 45 per cent of tourists to the Idands.
The four months, November to February, account for 17.8 per cent of arrivals with the result
that occupancy rates during this winter period are generally low.

The rapid rise in tourist arrivals in Malta has increased local concern on the impact of the
sector on the local economy, especialy given that annual arrivals are now equivalent to almost
three times the domestic population. As a result, the Government has started implementing
policies to improve the “quality’ of the tourism product and the value added of the sector.

Diagram 7 Tourism Seasonal Arrival Patterns
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3.1.3.2.1.1 Malta'sCultural Heritage

The Development Planning Act (Cap 356) allows for the designation of archaeological sites
which cover 3.5 % of theldands area.

The Idands not only have numerous sites of national heritage but also have seven UNESCO
World Heritage Monuments. Often these sites are in a state of neglect requiring resources for
their protection and presentation.

Recently through the @ultura Heritage ActqCap 445) the government has set up an operating

agency, in the Act referred to as @Eleritage Malta©to ensure that those elements of cultura
heritage entrusted to it (including museums and archaeological sites) are protected and made
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accessible to the public. A lack of funds is the main factor hindering the development of
Malta's cultural and heritage sites.

In the three-year period 1998-2000, the number of individual admissions to museums increased
by 93,471 or 15.5 per cent to 698,098. The most frequented places are the monuments and the
archaeological sites. In 2000, these garnered 35.2 per cent, while the archaeology and history
museums catered for 22.2 per cent of all individual admissions. From 1998 to 2000, group
admissions decreased by 2.1 per cent. The archaeological sites mostly visited in 2001 were
HO;DJQim Temples and Ggantija Temples with a total number of visitors of 124,760 and
172,668 respectively.

3.2 Entrepreneurship and Maltese Enterprises

The prime objectives of Government's economic strategy are enhancing competitiveness,
promotion of economic growth, generation of employment opportunities, low and stable
inflation, the achievement of sustainable development and improvement of the standard of
living. An important variable in achieving these objectives is the building of an entrepreneurial
society - one that thrives on entrepreneurship and innovation. In order to succeed in an
increasingly competitive global market, change in this respect becomes necessary.

At the end of 2001, the male self-employment rate was 13.6 per cent while the comparable rate
for women in self-employment was 5.0 per cent. At the end of September 2002, the male and
women self-employed rates, at 13.7 per cent and 5.1 per cent respectively remained relatively
unchanged from those registered at the end of 2001. Both male and female rates suggest alow
trend in self-employment when compared with high EU levels.

A new training initiative was launched during the 2000-2001 operational year by the
Employment & Training Corporation. The Entrepreneurship Scheme caled INT + (lbda
Negozju Tieghek) is aimed at promoting an enterprise culture among those clients who are
interested in taking up self-employment, thereby contributing to generate growth in the
economy.

The vast mgjority of Maltese enterprises are very small in size:

Table 17 Size of Enterprises (by number of employees)

Number Of Enterprises

1995 1996 1997 1998

TEOr;a; I';';eg 5,856 5431 4,975 4,756

1-5 5,171 4,738 4,298 4,079
6 -10 255 259 259 269
11+19 155 170 157 169
20 + 49 162 152 158 135
50 + 99 53 57 53 49
100 + 199 38 36 30 36

200 + 299 6 3 4 5

300 & Over 16 16 16 14

Source: Malta in Figures 2000, NSO
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The Maltese enterprise sector is made up of a multitude of micro companies (91.4%). The
problems associated with smal enterprises include limitations of human, technical and
financia resourcesfor the accomplishment of

Policies of modernization

Policies of research and devel opment
Commercialization and design of the product
Application of new technologies

~h ~h —~h —~h

The above table also shows that in the last years (from 1995 to 1998) there has been a
significant decrease in the number (1,100 or 18%) of Maltese enterprises, from 5,856
companies to 4,756, in just 4 years. This decrease is largely made up of very small companies
(1-5 workers) which, in most cases, have been incorporated into larger companies.

The table below is a snapshot analysis of Maltese enterprises by economic activity.

Table 18 Enterprise Types by Economic Activity

) . Enterprises
Economic Activity
1995 1996 1997 1998
Quarrying (Total) 69 72 72 70
Manufacturing (Total) 2,921 2,759 2,605 2,510
Construction 2,866 2,600 2,298 2,176
Grand Tota 5,856 5,431 4,975 4,756

Source: Malta in Figures 2000, NSO

In 1998 amost 46% of Maltese enterprises were construction companies. Within this sub-
sector it is worth noting that the number of companies in 1998 was 690 fewer than in 1995.
Within the manufacturing sector, there is a great presence of the following sub-categories: food
and beverages, fabricated metal products and furniture. These 3 sub-categories made up 1684
companies or 35% of the total number of the companies operating in Mdta.

Table 19 Persons Gainfully Occupied

1995 1996 1097 1008

TEOrtn"’:)I ';';eg 37,176 35,611 34711 34,541
1-5 8,336 7,668 7,025 7,232

6 -10 2,027 2,037 2,041 2111
11+19 2,292 2463 2370 2492
20 + 49 4,886 4,569 4,943 4,074
50+ 99 3,566 3,821 3,606 3,244
100+ 199 4,986 4,921 4,161 5,439
200 + 299 1741 1,681 975 1,186
300 & Over 9,342 8,451 9,590 8,763

Source: Malta in Figures 2000, NSO.
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In 1998, 27% of the employees in Maltese companies worked in micro-enterprises (up to 10

workers), 44.1% in small and medium companies, and 28.8% in large companies (more than
200 employees).

The table below depicts the situation of the gainfully occupied by economic activity with the
loss of workers being most significant in the construction sector.

Table 20 Gainfully Occupied by Economic Activity

Economic Activity Gainfully Occupied

1995 1996 = 1997 = 1998
Quarrying (Totd) 324 333 318 312
Manufacturing (Totd) 29,197 27,871 27,492 27,800
Construction 7,655 7,407 6,901 6,429
Grand Total | 37,176 35611 | 34711 | 34541 |

Source: Malta in Figures 2000, NSO.
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4. Environment

Asasmall isand economy that is densely populated and with a very high percentage of built-
up land, Malta faces wide-ranging environmental challenges relating to the quality of its air,
water and soil, in the management of 1and use and the disposal of solid and liquid waste.

4.1 Air Quality

EU air quality standards are currently not being attained in a number of locations in Malta.
While car usage is high, energy intensity is moderate by EU standards and low in comparison
with other accession countries. Emissions from the active and closed landfills may aso be
contributing to the air quality standard at particular localities.

These factors have a direct bearing on air quaity. On 1% January 2003 leaded petrol was
withdrawn from the market and replaced by a lead substitute additive in accordance with
Directive 98/70/EC. This has had an impact on 82,000 owners of pre-1990 passenger car
vehicles, which represent 45 per cent of the total of registered passenger-cars. Unleaded petrol
consumption, at 25 per cent of tota fued consumption, is low in Mata compared to EU
countries, but moderate when compared with accession countries.

Diagram 8 Percentage of Dayswhen Air quality standards wer e exceeded
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Source: Environment Protection Department

An additional milestone towards the attainment of acceptable air quality for the Maltese
population was the finalisation of a preliminary assessment of air quality within the Maltese
isands for the pollutants regulated by the 1%, 2™, and 3 Daughter Directives on ambient air
quality.

The 2003 Action Programmes on Air Quality Improvement are:

f Monitoring of PM10, benzene, and lead in air

This particular programme includes speciation analysis and kerb-side monitoring of benzene
and lead in air monitoring at severa |ocations as required.

f Long Range Air pollution programme + effects
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This involves the monitoring of long-range air pollution that has adverse effects on crops, soils
and buildings (natural heritage) mainly from the presence of ozone and sulphur dioxide
(causing acid rain).

f Source Air Emissions monitoring
f Action Plansand National Emission Ceilingsinventories

Table 21 Air Quality asat 1995

Air Quality
as at 1995
Parameter Estimated Value
Total sulphur dioxide emissions 55,000t SO,
Total nitrogen oxide emissions 27,000 t NO,
Total ammonia emissions 13,000 t NH 4
Total non-methane volatile organic compound emissions 11,000 t HC
Total carbon monoxide emissions 46,000t CO

Source: EEA 1998a
Table 22 Air Quality Standards

Air Quality Standards

Parameter Standard Definition Standard Reference
S0, Limit Value 44 ppb (24hr average) EU Directive 99/30/EC
Alert Threshold 175 ppb (hourly average over 3
consecutive hours)
NO, Alert Threshold 213 ppb (hourly average over 3 EU Directive 99/30/EC
consecutive hours)
O3 Pop. Info. 90 ppb (hourly average) EU Directive 99/72/EEC
Threshol
Pop. Warn. 180 ppb. (hourly average)
Threshold
co Guideline Value 9 ppm (8 hourly average) WHO
PM10 Limit Value 50 l.lg.*‘l'n3 (24 hour average) EU Directive 99/30/EC

Source: Environmental Protection Department

4.2 Water

4.2.1 Water Supply

Natura fresh water is scarce due to the semi-arid climate and other characteristics found in
Malta. Some of the more important characteristics relevant to water quality are:
Mediterranean climate (long dry hot summers, mild winters and heavy intense rainfall over
ashort span of time followed by long dry spells)
small area, but areatively long coastling;
hilly topography;
fractured limestone;
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f oneof the highest population densities in the world.

Aquifers provide the only natural freshwater source in the Islands, with 16 to 25 per cent of the
total annua rainfal infiltrating into the aguifers. In 1999-2000, 13 pumping stations, 113
registered boreholes and 18 springs provided just over 19 million m® of potable water,
corresponding to 52.6 per cent of the total potable public water supply (Environment Statistics
NSO). The ground water is exploited for municipa and industrial use, by farmers and other
irrigation purposes.

Due to the sendtivity of coastal aguifers to abstraction, sdinisation is an inherent
characterigtic. Alternative water supplies have been developed. In fact more than haf of
Malta's drinking water supply is produced by the reverse osmosis (RO) desalination of
seawater. Currently, four RO plants are operational: Lapsi, Marsa, CLUN-Z Z DDQG3HP BIR\H

The use of non-conventional sources apart from desalination is low.

Storm water is aso a potential source of water + abeit small. During heavy rainfal, surface
water flows along the beds of the mgjor valley systems and to retain this storm discharge a
large number of small dams have been constructed across most valleys at intervals from their
source to their point of discharge into the sea. There are well over 50 dam systems on the
Islands with atotal capacity estimated at 154,000 m”.

Table 23 Water Production by Source

Pumping Stations | Boreholes Springs Total
No. | Production | No. Production | No. Production Production
m® m® m® m®
1999/2000 Malta | 11 9,749,576 74 6,873,000 18 249,298 16,871,874
Gozo 2 177,490 39 2,212,990 - - 2,390,480
Total 13 9,927,066 113 9,085,990 18 249,298 19,262,354

Source: Rural Development Plan, 2002

422 Water Demand

Water demand strategies carried out over the last ten years have yielded positive results,
reducing the water consumption from 50 million m® in 1995 to 34 million m® in 2001. This has
been partly due to lower losses in the system. The losses have been reduced from 2,800
m*hour in 1995 to 1210 m*hour in 2001. Water saving practices on the part of consumers
have also contributed to reduction of consumption.
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Table 24 Water consumption by sector (m®)

Breakdown of consumption for 1999/2000 by sector

Consumer type Number of active Billed % of total Average Average Average bill
accounts as at consumption consumption consumption consumption (including
15/08/01 (m®) rounded charge Lm/m® per account service per
to the nearest m? charge) per
thousand account
Domestic Residential 160,250 10,547,000 59% 0.34 65.81 34.08
Social 12,878 715,000 4% 0.24 5551 13.52
assistance
Other 15,230 173,000 1% 0.96 11.39 22.84
Industrial 1,054 1,333,000 % 0.56 1,264,40 728.54
Farms 1,822 1,139,000 6% 0.21 625.05 154.81
Tourist 1,997 1,448,000 8% 0.85 725.31 642.46
Government 1,935 1,391,000 8% 111 718.96 825.13
Commercial Barsand 1,557 290,000 2% 0.84 186.27 180.8
restaurants
Other 16,409 738,000 4% 0.69 44.96 54.68
Other 662 228,000 1% 0.37 344.45 141.59
Total 213,794 18,002,000 0.47 84.20 52.32

Source: Water Services Corporation

4.2.3 Water Distribution

The public water supply network extends over 2,000km and virtually al households are
connected. A substantial portion of the distribution mains are, however, old and badly sized,

leading to high leakage and water quality problems such as highiron levels.

Diagram 9 Water Production
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Springs 0.33%

Source: Water Services Corporation 2000
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4.2.4 Water Quality
4.24.1 Quality of Potable Water

The Water Services Corporation (WSC) follows a water quality monitoring programme of al
potable water at source, distribution and consumer points. Water quality data pertainsto all the
parameters listed in the Drinking Water Directive.

Drinking water meets the standards for microbiological parameters and most chemical
parameters. Drinking water is rich in salts normally present in seawater, especialy sodium and
chloride. In the case of groundwater, sdts diffuse into the thin fresh water lens from the
underlying seawater. The karst nature of the aquifer further facilitates intrusion of seawater,
particularly when the hydrostatic balance is disturbed. In reverse osmosis desalination, salt
passage occurs through the membrane.

Conclusions on the degree of non-compliance of drinking water quality with Directive
98/83/EC, at present, are asfollows:

» Compliance with microbiological parametric valueslisted in Annex 1, Part A: Compliant

» Compliance with chemical parametric values listed in Annex 1, Part B: Compliant, with the
exception of nitrate and fluoride.

» Status compared to parametric vaues listed in Annex 1, Part C: Conductivity, chloride,
sodium, sulphate, iron exceed the parametric values listed in the directive.

Table 25 Potable Water Quality Parameters exceeding EU Standards

Potable Water Quality Parameters exceeding EU Standards

Parameter Number of EU directive Maximum Number of
samples parametric sample value exceedances from
{out of 50) value obtained resampling
exceeding programme
EU directive (values obtained)
PV

Chemical Parameters

Boron (5] 1000 ugdl 1210 ug/l 1 sample re-tested; within PV limit
Bromate 1 0.025 mag/l 0.033 mg/l (1]
Chromium 2 50 ug/l 145 ugh <0.005 mg/l
Cyanide 3 0.05 mgy/l 0.1 mghl 0
Epichlorohydrin 3 0.1 ugl 6.11 ug/l 1.7 ugll
Flouride 1 1.5 mgy/l 2.8 mgh 0
Total PAHs 1 100 ng/l 120 nghl <0.005 mg/l
Benzo(a)pyrene 1 10 ngi 39 ng/l 0
Nitrates 14 50 mg/ 120.5 mg/l =(.02 ugll
Indicator Parameters

Ammaonium 1 0.5 mgi 0.62 mg/l Under investigation
Chilorides 45 (out of 46) 250 mg/l 1580 mg/l i
Conductivity 11 {out of 49) 2500 uSicm 4790 uSlicm -
Iron 13 0.2 mg/ 0.6 mgA

Manganese 1 0.05 mg/l 0.09 mg/l -
Sodium 39 200 mg/l 877 mall -
Sulphates 1 250 mg/l 250 mg/l -

Source: WSC 2000
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Apart from high salinity, water in the aguifers is susceptible to contamination from human
activity. It is high in nitrate levels practically throughout the idlands. In Gozo, natura
geological conditions leads to flouride levels sometimes above the drinking water standards in
the Drinking Water Directive.

4.2.4.2 Water Quality of the Aquifers

The water contained in the aquifers is over-exploited and is susceptible to the contamination
coming from the surface of the ground. Therefore, the increase of the salinity in waters (by the
high pressure coming from wells dedicated to irrigation) has a high concentration of nitrates
coming from contamination of the ground (from agriculture and residues of the
daughterhouses). The aquifers of Gozo are high in fluoride content.

4.2.4.3 Water Quality - Bathing Water

During the last few years, Mata came to recognize even more the importance of safeguarding
the marine environment and has devised a monitoring programme jointly with the Department
of Public Health, aimed to attain a level of quality according to the agreements reached by the
Contracting Parties to the Convention for the Protection of the Marine Environment and the
Coastal Region of the Mediterranean (Barcel ona Convention) and its Protocols, as published in
1976 and amended in 1995.

Overdl, the situation was quite satisfactory especially when taking into account the
microbiological parameters, which are the more important indicators of the quality of bathing
water vis-avis human health. Most of the bathing areas that are sited away from any major
anthropogenic activity have a satisfactory quality and the physico-chemical parameters are low
in concentration. The trend in Gozo bathing sites showed similar variation but overal they
were of better quaity than in Malta

4.2.4.4 Sewerageand Purification

Due to an increase in water demand - satisfied largely through the use of desalination plants -
the significant volume of water consumed in the Islands places a burden on the sewerage
system. The system is further burdened by tourist arrivals, especialy during the summer
months. This overburdening results in frequent sewage overflows following storms (Ministry
for the Environment, 2001). Following the publication of the Sewerage Master Plan in
November 1992, however, severa kilometres of sewersin coasta areas have been replaced.

The State of the Environment Report (EPD 1999) notes that in 1992, the total amount of
wastewater discharged into the marine environment was 23.2 million m®. It aso records that
Maltese waste water has a high organic content in comparison with that of other European
countries, due to lack of treatment prior to disposal and relatively lower per capita water
consumption.

Currently, the Sant’ Antnin Sewage Treatment Plant (SASTP) is the only sewage trestment
plant in Malta with the capacity to treat 17,000 m°/day of sewage (Ministry for the
Environment 2001). The second class water produced is used for agriculture and industry
purposes (EPD 1999), with 25 per cent of the total demand deriving from the latter (Ministry
for the Environment 2001). The SASTP has the capacity to treat approximately 20 per cent of
the total wastewater produced in Malta The remainder is disposed untreated at Wied
GhIP P IHT Z [\ DQHXP DMGDQQAMODMRY P LARQP %/year and amean daily rate of 58,000
m/day. The frequent rupture of the 716m long submarine pipeline implies that undiffused
sewage is discharged at a distance much closer to the shore than actually intended (EPD 1999).
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Wastewater in the northern Malta catchment is conveyed to two outfals on the western coast,
which are both shoreline discharges: MelliehD $ GRRRID DG Le-CXP QM

In Gozo, 90 per cent of total waste is discharged via submarine outfall at Rasil-HREz $ QX
sewage outfall was completed in 1998 to eventualy complement the new sewage treatment
plant proposed in the vicinity.

In line with the Sewage Master Plan, two treatment plants are expected to be built between
2003 and 2006

4.3 Solid Waste

Waste management issues are some of the most challenging in Malta, due to its small idand
state characteristics, its large proportion of construction and demolition waste, its lack of
hinterland for waste disposal, and its undeveloped institutional capacity in this regard which is
now being addressed through the Solid Waste Management Strategy (Ministry for the
Environment, 2001).

4.3.1 Sourceof Waste

The mgjority of Mdtad's solid waste originates from construction and demolition activities,
although thisis not hazardous. Per capita municipal solid waste generation remains moderatein
Malta, compared with other EU accession countries, and on the low side in comparison to EU
Member States.

The following table indicates the type of waste generated during 2000:

Table 26 Waste Generation

Stream Malta Gozo Total
MSW 187,500 12,500 200,000
Household 155,000

Trade 29,500

Port 3,000

Industrial 95,250 10,800 106,050
Non Hazardous 65,000

Hazardous 10,000

Abattoir 2,500

Drydock blasting grit 17,000

Drydock solid waste 750

Construction & Demolition 1,200,000 6,500 1,206,500
Rock and Stone 840,000

Mixed CD 360,000

Sewage Sludge 2,700 2,700
Total 1,485,450 29,800 1,515,250

Source; Environment Satistics, NSO, 2002
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Construction and Demoalishing (CD) constitutes the bulk of waste generated i.e. 79 per cent of
the total waste generated. This is followed by municipal solid waste (MSW), at 13%, and
mixed trade waste at 7%. When considering the extent of the construction and demolishing
waste streams, one has to bear in mind the considerable amount of infrastructural activity
currently taking place in Mata. In Gozo, the pattern of waste generation is quite different:
Municipal waste tops the list as the most generated waste stream in 2000 + 12,500 tonnes. This
is followed by industrial waste at 10,800 tonnes and construction and demolition at 6,500
tonnes.

4.3.2 Municipal Waste

Table 27 presents average annual per capita municipal solid waste generation for a range of
European states for 1995, indicating that Malta had a relatively low amount of municipal solid
waste generation per capitaon both a European and an EU scale (346 kg/inhabitant).

Since these figures represent generation statistics for 1995 (and in some cases earlier), it is
helpful to view changes since 1995 in the Maltese case. The Solid Waste Management Plan for
Malta indicates that the corresponding figure for the year 2000 is 417 kg/inhabitant (155,281
kg for 372,000 inhabitants, which is the 1995 Census figure). This is closer to the 1995
European average, but gill significantly lower than the 1995 EU average, both of which are
likely to have increased since 1995. Municipal Waste generated in Malta in 2002 averaged at
446kg/inhabitant.

Table 27 Municipal Solid Wastes Generated per Capitain European Countriesasat 1995

Municipal Solid Wastes Generatad per Capita in European Countries
as at 1995

Country Waste Generated par
capita {(19835)
(kgiinhabitamt)

Albania 443
Aourstria 6566
Beigiwm® 474
Grach Republc® 233
Denmark 520
E slonia 351
Finland 413
France*" 533
Former Yugoslavia 121
Gamany 358
Greace 294
Hungary 423
celand =60
relamd 43T
taly 472
Lithuania 414
Lunambouang 536
Maldova, Republic of 3o
Metherdands® 586
P orway B2E
FPoland Zod4
Fortugal® 356
R omania 301
Slovak Republic 303
Slovania 442
Spain* aen
Swaden” S4B
Switzeriand IT4
United Kingdom™*® BOB
Malta 346
Avearaga Euraopsa 417
Avoraga EU A54

v TEhd Agures
= 4BG0 Bgures

Source: EEA 1998
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It is important to view the trend with respect to waste generation. The municipa solid waste
(MSW) portion is the most relevant, since it is linked to widespread socia and economic
practices. The amount of MSW accepted at Malta's principa disposal site, Maghtab, has risen
over the last decade, as indicated in diagram 10. The fal in the amount of waste accepted in
1997 might be due to the introduction of a landfill fee of Lm0.35 per tonne and the making
available of licensed private waste deposit sites during that year. However, it is aso likely that
figures for 1998 and 1999 are generally more reliable than those for previous years, following
the introduction of aweighbridge and related computerised system at the site (Ministry for the
Environment, 2000). The most recent (and reliable) trend therefore indicates increasing need
for disposal of municipal solid waste.

Diagram 10 Municipal solid waste accepted at M agh\RE
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Source: Ministry for Resources and Infrastructure

4.3.3 Treatment of Waste

In the case of industria, agrarian and construction sectors, the basic problem of the
management of residues is derived from the lack of suitable facilities that could cope with such
high volumes. Thisissueis further aggravated by the limited physical space due to the fact that
residential areas have been set up closeto al established centres.

So far, the treatment of the increasing generation of residues has been solved mainly by means
of networks of garbage dumps where the treatment itself is reduced, at the most, to the
handling of the masses of spill for the minimization of the volumes of storage and its protection
in case of fire.

Woaste residues are also being accepted at the Sant' Antnin recycling plant. Not al the waste
disposed at Sant' Antnin Composting Plant is recycled. An average of 45 per cent is rejected
after undergoing the separation treatment and is re-directed to the Magh\lE @EL® 0 HEY
bulk and green wastes are also received at the recycling plant. These condtitute small amounts
- 7.3 per cent of the total waste received at the plant. By way of waste products, Sant' Antnin
produces compost, which is sold for agricultura purposes from the plant itself.
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To meet the future obligations of the compost quality and the recovery of the recoverable waste
fractions as detailed in the Packaging and Packaging Waste Directive, Malta will have to
introduce waste separation at source. There are currently some small pilot projects taking
placein various localities.

The recovery / treatment of waste involves the upgrading of the composting plant, the
introduction of a material recovery facility and the establishment of civic amenity sites. In

order to ensure full public participation these activities will have to be accompanied by an
effective door-to-door publicity campaign.

4.3.4 HazardousWaste

Another important waste stream is made up of hazardous waste from industry, from heath-care
facilities and from the ports.

Table 28 Hazardous and inciner ated wastes

Hazar dous waste composition —tonnes

Marineoils 2,500
Shore based oils 250
Clinica 500
Other hazardous 4,500
Total 7,750
Incinerated waste —tonnes

Hospita 50
Drydocks 750
Airport 1,500
Total 2,300

Source; Environment Statistics, NSO, 2002

435 Landfills

Malta is committed to closing the Magh\lE DG4 RN @3 LAY EH RHWH FRXQM v CHHMERQ
to the EU. The issue of waste management is the main priority with respect to environment
infrastructure.  To meet this deadline, the Government has decided to establish the new
engineered landfills and the transfer station in Gozo.

The planning process for the landfill, and indeed the transfer station, has aready been initiated.
Preferred sites have been identified and public consultation is ongoing.

The Solid Waste Management Strategy for the Maltese Ilands considers the rehabilitation and
restoration of existing and former waste dump sites as two of the necessary measures to be
implemented. Presently, these sites are being scientifically investigated to determine the
necessary remedial measures and to recommend the possible restoration and beneficia use of
these sites. Implementation plans to render these sites safe for their restoration are to be
completed by the end of the second quarter of 2003.
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4.4 Bio-diversity and Protected Areas

Land is protected in Malta through two pieces of legidation: the Environmenta Protection Act
(EPA) (Cap 348), and the Development Planning Act (Cap 356).

At present, 20 nature reserves covering 9.3 square kilometres, or 3 percent of Malta s land area
are protected under the EPA, which gives protection to the wildlife at the site, athough not
necessary the land itself. Under the Development Planning Act, 32 square kilometres or 11.3
percent of Malta' s land area has been protected from development and designated as Areas of
Ecological Importance or Sites of Scientific Interest. The Development Planning Act also
allows for the designation of archaeologica sites, which cover another 3.5 percent of the
Idands land area (Planning Authority 2001).

The Maltese Idands harbour a diverse array of flora and fauna, especially when considering the
relatively smal land area, the limited number of habitat types and the intense human pressure.

Apart from their local importance, some elements of the Maltese biota have a wider regional
importance:

f Numerous endemic species and subspecies of plants and animals have been described from
the Maltese |dands and these are of evolutionary and bio-geographical interest.

f A number of Maltese endemic plants and animals are relics from the pre-glacia
Mediterranean flora and fauna and some have no close relatives anywhere else in the
world.

f Numerous species of Maltese flora and fauna have a restricted Mediterranean distribution.
Some speciesthat are locally relatively common are endangered on a European scale.

f Theidand of Filflasupports one of the largest known breeding colonies of the Storm Petrel
(I-KangX \iT) LO@ Hydrobates pelagicus) in the Mediterranean.

The biodiversity of Malta and, in general, its environment, are, likewise, extremely fragile (e.g.
the fact that several species are in danger of extinction) and they face numerous risks,
especially, particularly erosion, urbanisation, uncontrolled use of herbicides and pesticides and
the introduction of exotic species.

45 Land Use

Due to the size of the Maltese Idands, land use issues represent some of the most enduring
environmental concerns.

Malta has alow percentage of utilised agricultural arearelative to total area: 34.8%, as opposed

to an average of 40.3% in the EU15. On the other hand, Malta has a very high level of built up
land at 23%.
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Table29 Land Use by Category

Km? %
1 Total agricultural land 107.13 33.9
Total land under forest and
2 other wooded land 1337 4.23
3 Built-up and related land 73.38 23.22
4 Wet open lands 1.60 0.51
5+6 | Total dry open lands 114.57 36.26
7 Waters 1.00 0.32
1-6 Land Area 316.00 100
1-7 Total Area 316.00 100

Source; Environment Satistics, NSO, 2002

Diagram 11 indicates that the area of land covered by buildings has increased at afast rate over
the last half-century and stood at 23 per cent in 2001. Encouragingly, the take-up of
undeveloped land has slowed down over the last few years. Diagram 12 aso shows the
percentage of built-up land for Malta as compared with other European countries.

Diagram 11 Percentage Built-up Land
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Diagram 12 Percentage Built up Land in Malta and other European Countriesin 1995

Source: Eurostat

4.5.1 Upgrading and Rehabilitation of Disused Quarries
Diagram 13 Distribution of quarriesin Malta and Gozo

Aggregate and stone resources in Mataand Gozo are
exploited by dry quarrying, that is, extraction from open
pitsthat do not penetrate the water table. Aggregate
quarries are referred to as “ hardstone” quarries where
hard rock [oFD® NJRZ QD/2zRQIRJ LVEDIMG DG
crushed to sand and aggregate sizes. In contrast, stone
quarries are referred to as “ softstone” quarries where
“franka’ stoneis cut into dabsnormally 6 inches or 9
incheswide. The geologic characteristics of “hardstone’
and “softstone” deposits are very different and as aresult
the two types of quarries occur in different environments
and present different impacts, the mitigation of which requires different approaches.

45.1.1 Contaminated Land

Brownfield sites are abandoned, derelict or under-utilised industrial and commercial facilities
or areas where future use is complicated by real or perceived environmental contamination.
The definition ranges from an entire industrial zone to a single building. Frequent examples of
such activities include: industria areas, scrap yards, lime kilns, batching plants, landfills (with
the exception of the main landfill at Magh\lE TXDUIHY BQGI LW RINVI DRRURY

There is a need for a comprehensive survey of such sites, including the identification of the
contamination according to their present or past use. By enhancing urban environments,
pressure will be eased on rura and coastal environments that are crucial for social welfare and
development and for economic development, viatourism, of the Ilands as awhole.

45



Recycling of brownfield sites will promote a better environment and promulgate the
sustai nable competitiveness of the Matese Idands.

4.6 Rural Development

The Ministry of Agriculture and Fisheries has prepared a Rura Development Plan in
accordance with EC Regulation No: 1257/1999.

Although the term 2rural development® is apparently clear, there exists no definition of @rural®
in Malta at present. While there exists no common definition as to what constitutes @rural® at
the EU level, the criterion used most often to define the frontier between rura and urban areas
is population density.

The OECD has recently developed a simple definition of rura areas for the purpose of making
international comparisons of rural conditions and trends. At local community level (NUTS 5),
the OECD identifies rural areas as communities with a population density below 150
inhabitants per square kilometre. Despite this, there are areas in Malta which are undeniably
rura. Unlike most other rura areas, however, poverty and social exclusion do not exist in rura
areas in significantly higher percentages than in urban areas. Remoteness and isolation +
significant factors for many rural areas of Europe * are not problems encountered in Mdta.
There aso exists no threat of decline in public and private services in rural areas, or problems
of access to those services for some rura groups. Very short travel times and the spread of
services [hospitals, schools, shops, etc] means that no element of the Mdtese population is
significantly disadvantaged over another group. The exception within this scenario is the
adouble insularity® experienced by Gozo, which is dedt with specificaly elsewhere in this
document.

The initial challenge to Government is to determine in which areas rura policies will be
implemented. In the changing climate for agriculture [already described in section 3.1.], rura
development policies should support agriculturein its bid to survive and thrive.

Malta is one of the most densely populated and built up countries in the world. Much of the
rural landscape has aready been lost to urbanisation, as has already been mentioned, Malta
possesses one of the most built-up landscapes in Europe with over 20% of al land area
occupied by physical development and another 37% of available agricultural land lost to
urbanisation and other land use since 1963. Development pressure generated by population
movement from urban to rural aress is generating increasing demand for leisure, housing,
infrastructure and services, which in turn puts pressure on the natural environment. As aresult,
Malta is facing steady degradation of its landscape and the loss of essential habitats. Further
land loss would lead to the removal of an essential element of relaxation for the Maltese
population * the utilisation of the rura aress as a release vave from the pressure of a very
heavily urbanised society.

The remaining rural areas risk being lost unless efforts are stepped up to manage a switch from
therural areas traditional role to become a vibrant and multifunctional element of society. It is
Government' s vision to achieve sustainable development of rural areas in Malta in a manner
which will lead to the sector's increased economic competitiveness in a demand-driven,
international market system, but in a context which takes into account its environmental, socia
and cultura dimensions and their importance to the Maltese way of life.
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The rural community must be provided with greater opportunities for diversification. It is not
only farmers who stand to benefit but their families, the local community and, ultimately,
society asawholewill gain from amore prosperous rural Malta.

Maltese society has become increasingly conscious over the last years of the importance of the
natural environment and ever more aware of the impact on the environment - both positive and
negative - of human activity. However more is required for the public to better appreciate the
value of the rural environment, otherwise non-recognition of the rural environment's value will
likely lead to Malta becoming closer to Singapore with respect to the loss of its agricultura
land due to increasing urban build up. Rural areas are in a unique position to answer the call for
environmental ly-attractive living, working and recreational spaces which would require
constant maintenance. Thisisan important aspect for the rural development policy.

By providing an environment which is hedthy and secure, with a high level of socid
integration and safety, rural areas have the potential to improve the quality of life for the whole
of society. Many rurd areas boost landscape amenities, while their proper development can
provide a key to local economic prosperity. Furthermore, rura areas provide a setting for the
production of quality products, with a well-defined identity and a traditional cultura value. In
sum, it has been shown that ruraity does not in itself provide an obstacle, but can rather
provide an opportunity for diversification and job creation.

The Government is faced with the challenge to:

f  Modernise holdings with respect to quality and competitiveness

f  Promote environmentally-friendly production methods in line with rura heritage
f Diversify and develop the multifunctiona role of rural enterprises

4.7 Urban Development

Maltais one of the most densely populated and built up countries in the world. Malta does not

have big towns. Thereis only 1 town that surpasses 20,000 inhabitants - Birkirkara - with

only 22,208 inhabitants. There are three other towns, with more than 15,000 inhabitants -

4RPL O RWBDGZOEE 9 DIDWD \WHFCSMUCAW KD/RQD LKAV DG WHFZS\MUD
city of the idand of Gozo, Rabat, has a population of 6,803 and is the main settlement on the

idand.

Nevertheless, most of these settlements are very close to each other, forming a metropolitan
area of considerable size, mainly around the port of Valletta and inland including: Valletta,
Vittoriosa, Cospicua, SeQ®D ZIDFH ) GUDD . ODOD 0 WD 3RD 70JIHY O RUD
10[DJ4RPL %dUNUNOD * zILD HOPWQ 0 MG 6W-XIDQ/ 60Q GZ DR 6@ DO 700
Xbiex. This area has around 192,000 inhabitants, which represent more than 53% of the
population of the idand of Malta, and 50% of the total population of the country. This
metropolitan area, occupies a total area of 51,397 sgquare kilometres with a population density
of 3,745 inhabitants per square kilometre.

The main problems in the urban areas are related to infrastructure such as water purification,
transport, noise, the collection and elimination of waste and deterioration of the socia and
urban fabric of some districts. Moreover, a the local level, this metropolitan area is
administered by twenty different local councils. The fragmentation of the administrative
structure is a weakness when confronting common problems.

A good number of services (socia, health, education) as well as a good part of the industrial
and commercia activity are concentrated in this area. In the case of Sliema and St. Julians
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apart from being important commercial centres, they are also the country's major tourist and
leisure centres.

The rest of the idand of Malta (195 square kilometres) in spite of being four times greater in
surface area than the metropolitan zone, has a total population of around 166,000 inhabitants
and alower population density rate: 854 inhabitants per square kilometre.

With respect to the idland of Gozo, the main locdlity is Victoria. The other towns and villages
are small, with a population varying between 1000 and 4000 inhabitants, and are dispersed
around the island, without forming any significant metropolitan zone.

4.8 The Coastal Areas

The coastd areas, have a doubtless value by their dua function of natural assets - basic for the
support of the environment and the economic biodiversity of the isands and economic assets +
the key for the well-being of the local population and for the development of the important
tourist activity.

The fundamental challenge in the management of the coastal areas in Malta is to integrate the
economic needs with sustainable resource use. Thereis aneed to:

f manage coastal uses to minimise and reduce conflicts with each other and on the natural
and cultura heritage

f protect coastal and marine habitats and biodiversity

f protect coastal landscapes

However, and in spite of the considerable efforts made in the last years, one has to consider the
environmenta aspects in the redlisation of the economic activities which are susceptible to
degrade these habitats. In general, there will be problems which will remain unsolved.

Amongst these problems, there are the following:

f theinfrastructure development in the coast without coherence with the territorial model and
the natura landscape
f Thespillsof residual watersto the sea and the uncontrolled spills of remaindersin cliffs.

Regarding the future, it is necessary to adopt both reactive rehabilitating and recovering
degraded coastal spaces, and proactive strategies regulating and ordering the urban-planning
and industrial activities that are developed in these spaces, with the intention of abtaining the
necessary sustainability in the management of the coastlines and the coasts.

49 Forest Resources

The native forest is al but extinct and only remnants remain at four localities, all on the island
of Malta. These forest remnants take the form of small copses of Holm Oak where the tota
number of treesis fewer than thirty. Some of these trees are estimated to be between 500 and
900 yearsold.

Buskett (Mata) was originaly planted by man but is now sef-regenerating and has the
character of the natural climax community and may be described as a semi-natural woodland.
Here the wood is dominated by Aleppo Pine (Pinus halepensis) with various other trees being
sub-dominant (e.g., Olive, Carob, Holm Oak) and there is an extensive undergrowth of shrubs
(e.g. Pistacia, Buckthorn and Hawthorn), herbs and climbers. This semi-natural wood is very
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important since it represents the only woodland ecosystem on the idands and consequently
harbours a large number of woodland plants and animals which, because of the lack of suitable
habitats in the idands, are localy very rare. Many other wooded areas exist on the islands;
however, all are man-made (e.g., public/private gardens, afforestation areas, orchards, etc.) and
do not possess the character of the native climax forest ecosystem, nor are they self-
maintai ning and self-regenerating.

4.10 Soil Quality (pollution and erosion)

The main causes of soil erosion are: natura factors - wind, deforestation, occupation for
agrarian uses, etc. In spite of its importance, there remains little information available to
quantify the extent of the problem.

Anecdotal evidence suggests that the increased risk of soil erosion in Maltais associated with a
number of factors:

Neglect, damage to or removal of retaining stone walls on terraces,

Neglect or damage to the rubble walls due to snail picking, off-roading, road building
and/or maintenance interventions such as trenching, dredging and cleaning/ weeding of
country roads;

f Removal of rubblewallsto provide new access pointsto fields

f
f

Rubble walls - the most evident feature of the traditional Maltese landscape - is vital to the
prevention of erosion. As farming activity declines, so rubble wall deterioration increases
leading to soil erosion, and thus to a genera decline in the environment and change in the
Maltese landscape.

Further data is required on the extent of soil loading with fertilisers and pesticides. An
extensive programme on the rates and effects of soil loss by water and wind erosion is also
required. Limited field studies have been carried out in areas in the north west of Malta by the
University of Malta, although no published datais yet available.

4.11 TheEnergy Sector

The energy sector in the Maltese idands is dependent on fossil fuel sources, which need to be
imported as there are no fossil energy sources present in Mata. Renewable energy sources that
can be tapped into, namely solar energy and wind energy, are underdevel oped.

Malta does not currently use natural gas and has no gas network or interconnections. As Malta
is supplied with oil from only one source, dternative sources are needed to sustain
consumption of energy. With the vicinity of Maltato Southern Italy it islogical to consider the
laying of a gas pipeline supplying the country with natural gas. The advantages of gasfuel are
its low content of polluting components and its generating capacity of eectricity at a lower
investment cost. A feasibility study on a gas pipeline connection between Malta and Sicily is
expected to be finaised in 2003.

Malta fulfils the criteria of a "small isolated system' as defined under Directive 96/92/EC
concerning common rules for the internal market in electricity. Due to the small size of the
Maltese market, the present monopolistic situation will not change even after liberdization of
the market. Regulatory mechanismsto avoid abuse of “dominant position' arein place.
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The Malta Resources Authority (MRA) isthe regulatory body and is responsible for setting the
parameters for the standardisation of energy supply, security of supply and for market
restructuring. Enemalta Corporation is the sole energy supplier of the internal market and
operates two power stations, the Marsa power station which generates 277 MW and runs on
heavy fuel oil and the Delimara power station which generates 305 MW and runs on heavy fuel
and gas ail. In al the total generating capacity is of 582 MW. The transport sector and the
power generation sector are the two sectors that make up most of the demand for energy.

The demand for energy is increasing every year, pesking in the winter when heating and
lighting demands are at a maximum and in summer due to an increase in the use of air
conditionersin homes, commercia establishments and industry.

Table 30 Demand for Energy

Sector Consumption Per centage Percentage

1999/2000 1999/2000 1995/1996
Industrial 477,379 26.5 32.8
Commercial 457,142 254 23.6
Domestic 539,796 30.0 27.7
Street Lighting 27,551 15 1.9
Others 299,778 16.6 14.0
Total 1,801,646 100 100

Source: Malta Resources Authority

The current use of energy from renewable sources is insignificant with limited penetration in
the domestic water-heating segment. The Institute of Energy Technology and other faculties at
the University of Malta have undertaken pilot projects and studies to assess the potential and
applicability of renewable sources, mainly wind and solar power.

At present a tender is underway for assistance in the drafting of a Strategy on Renewable
Energy for the Maltese Idands.
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5. Trangport and Communications

Road, air and sea transport services comprise the transport sector in Mdta, which provides
employment for around 4.5 per cent of the country's population and accounts for
approximately 6.7 per cent of GDP. At present the infrastructure of the transport system of
Maltais composed of:

1 airport in Mata (including a heliport)

1 heliport in Gozo

5 sea ports (Valletta, Marsaxlokk, CLUNZ ZD 0 gDW 0 DYOP [ HW

2,254 km of road network (51 km of TINA main roads and 45 km of access to these
TINA roads)

X X X X

Diagram 14 Map of TINA

Source: TINA 2002

The Transport Infrastructure Needs Assessment (TINA) concluded in 2002 and agreed upon
with the European Commission identifies the main issues with respect to transport needs in
Malta

5.1 Road Transport

In view of the fact that there are no natural inland waterways, the only access to goods and
services and means of individual mobility within the Maltese ISlandsis by road. In fact around
90 per cent of road transport involves the use of motor vehicles for private, passenger and
goods transport.

Apart from a considerable increase in private vehicles, goods transport by road has grown
considerably over the past five years. The recent growth in this sector has become a cause of
concern as goods-vehicles not only occupy more road space than other licensed vehicles, but
they also cause more damage on the road network and emit higher levels of harmful exhaust.
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Thetota 2,254 km of road network, are distributed as follows:

Table 31 Length of Road Network (km)

Arterial and distributor roads 185
Urban and local access roads 1,141
Urban roads (unsurfaced) 281
Non urban roads (surfaced) 647
TOTAL 2,254
TINA main roads 51
TINA access roads 45

Source: TINA 2002

The quality of Malta s road infrastructure needs to be improved to bring it to a reasonable state
of repair and to ease bottlenecks and genera congestion. The existing poor quality of roadsis
detrimental to Maltese manufacturing industry and also detracts from the value of the Islands
tourism package. Many arterial and distributor roads need to be reinforced to accommodate
maximum vehicle and axle weight loading standards. Particular attention is needed in Gozo,
where a high percentage of roads were originally constructed for light traffic volumes and are
laid on weak geologica foundations. Road markings need to be improved and parking facilities
provided, aong with improved traffic caming measures, more pedestrian zones and cycle
lanes.

The Government is developing the country' s road network in accordance with the provisions of
the Roads Restoration Master Plan 1998. Investment measures have been prioritised to ensure
effective inter-regional transport over the next 20 years and to address urban traffic congestion
through the congtruction of new intersections to remove traffic bottlenecks.

5.1.1 Public Transport and Private Vehicles

Car ownership in Malta is on the increase. According to Eurostat (News Release 143/2002)
there were 49 cars per 100 inhabitants. The comparable EU averageis47.

Statigtically, road safety in Malta appears to compare well with the EU. While in Mdta, an
annual average of 4-5 road accident fatalities per 100,000 population is registered, the
corresponding figure for the EU stands at 11-12. However, as distances travelled in Mata are
relatively short, road deaths per vehicle/lkm are 2-3 times higher in Malta than most other
European countries.

Table 32 Stock of Licensed Motor Vehicles

Comm & No. of Persons per
Year Total Total no. | Private Passenger other unit of Privately
Population | of vehicles | Carsonly | Vehicles . owned Transport
vehicles :
Vehicle
1998 386,397 229,977 169,542 16,722 43,194 1.68
1999 388,296 238,878 176,264 18,012 45,009 1.63
2000 391,415 246,825 182,105 19,512 45,208 159

Source: TINA 2002
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The market share of public passenger transport has decreased substantially over the past 10
years. The number of public transport trips is expected to decrease by around 29 per cent by
2020, from 27,000 trips in 1998 to 19,000 trips in 2020. The inflexibility of the scheduled
trangport system to meet travel demands, the perception of poor service quality and the
convenience of the private motorcar have al been contributing factors to this decline. The
decline in public transport in general is only dightly offset by an increase in the market share
for minibuses and coaches that are used mainly in the transport of tourists and school children.

5.2 Air Transport

Civil air transport has been in operation since the 1920's. Malta's air passenger termina at
Luga was inaugurated in 1958. In 1977 a new, longer runway was inaugurated and in 1987
work on anew air terminal was started to meet the growing needs of air passenger travel. This
terminal has been designed to handle annua volumes of 5 million passengers. The current
traffic as reported in the last annual report of Malta Internationa Airport, is about 3 million
passengers with arate of increase of 10% over the past six years (from 2.7 million passengers
in 1995 to 3 million passengersin 2001). Under these circumstances the airport is not expected
to face capacity problems for the next 15 years.

Table 33 Annual Passenger Growth

Y ear TOtE.‘] passenger - movements Average annual change
(arrivals + departures)

1995 2,644,595

1996 2,564,578 -3.03%

1997 2,752,635 7.33%

1998 2,875,473 4.46%

1999 2,984,558 3.79%

2000 3,004,714 0.68%

2015 if current trends continue Less than 4,000,000

Source: Malta International Airport, Annual Satistical Review, 2000

This sector is of special importance to Malta as affordable and efficient air services and airport
facilities need to be maintained and improved in order to maximise Malta s tourism potential
and facilitate its commerce. Thisis especialy so because Malta has only one airport. Thereis
no other current or new EU Member State that is as dependent on this mode of transport as
Malta

Air Maltaplc isthe national airline. It was set up and registered as a limited liability company
in 1973. The company's primary aim isto establish, maintain, develop and operate air transport
services to and from Malta. The national carrier schedule now serves around 50 destinations in
Europe, North Africa and the Middle East. Air Mdta regularly leases aircraft to meet the
increased demand arising in the peak summer season.

Mata Air Charter Co. Ltd. [a subsidiary of Air Malta plc] operates a daily schedule of
helicopter arlink from Mdta to Gozo. This is a year-round operation between Mata
International Airport and Xewkija Heliport in Gozo which was launched in May 1996.

A number of international airlines operate to and from Malta, mainly to European airports.
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5.3 SeaTransport

Ports are the lifelline for the Matese Idands. Indeed, the maritime industry, which
encompasses a comprehensive package of services, is among the mainstays of the economy.
The importance of maritime activities has increased with the devel opment of the manufacturing
and tourism industries, and international shipping services. Maritime activities may be divided
into two groups:

f activities amed to support local industry and consumers, namely import/export of cargo
and ferry passenger operations, and the carriage of goods and passengers between the
idands; and

f activities which are essentially based on the excellent geographical location of Malta,
including transhipment, cruise shipping, ship servicing, bunkering, ship repair and
yachting.

There are two ports that handle international trade. The port of Vallettais a multi-purpose port
capable of handling all types of goods, sea passenger traffic and vessels arriving for repairs,
bunkering, provisions and other maritime services. While the port of Marsaxlokk is dedicated
primarily to the handling of containers and petroleum products, it aso provides mooring
facilities for fishing vessels.

Malta Freeport Corporation was set up in January 1988, with the specific aim of developing the
port of Marsaxlokk into acommercially viable hub port to international levels. Since start up of
operations, Malta Freeport has established itsef as a major maritime transhipment logistics
centre in the Mediterranean region. Three main activities have been established: two container
terminals, an oil products terminal and warehousing facilities. Termina Two is capable of
handling three mother vessels, one feeder and a ro-ro vessel simultaneously. With such
additional capacity the Freeport has limited needs of expansion.

In addition, the ports of Marsamxett and St Paul's Bay are used mainly for the mooring of
pleasure craft and fishing boats, while CLUN-EZ Z DLV GH3FDME R \WH LIQMJisland ferry service.
The MgDW+ DIERXULQ* R R VHYHY WUH P DOQ DRRMMWY/ + a mooring station for fishing and
locally owned boats, a yachting centre and berthing facilities for inter-islands ferry boats.

During the last five years the number of ships calling at Maltaincreased by 10 per cent, to over
5500 ships, while the corresponding gross tonnage has increased by over 40 per cent. This
clearly shows that the loca ports have to cater not only for the increase in volumes, but more
importantly for an increasein the size of vessels.

For the benefit of the local economy and the ports industry in particular, it is imperative that
new investment takes place within the port of Valetta. Moreover, there is a need to clearly
define port areas in order to ensure the availability of storage areas and adequate berths.



Table 34 Seaport Traffic

Total freight Trans Seaport _I\/Iau'or role | Seaport
traffic Number of | shipment Sggn tgnang :Eternation ((:gtretg 0?/2 of
Year | volumes passenger facilities for non- a amen ded
(1,000 movements | short distance | .~ . . . N
tonnes) shipping dlscnm_mat maritime Guidelines
ory basis transport (A,BorC)
1999 2,374 483,352
2000 2,817 384,860
Valletta 2001 2832 447517 Yes Yes Yes A
2015 3,010 800,000
1999 12,784 Nil
Marsaxlokk 2000 13,797 Nil
2001 | 15278 Nil Yes Yes Yes A
2015 32,000 Nil
1999 87 2,933,479
. 2000 90 3,047,101
CUNEZZD 2001 @ 3,138,514 No Yes No c
2015 120 4,460,000
1999 85 23,824
Marsamxett 2000 67 21,519
2001 101 22,210 No Yes No c
2015 135 40,000
1999 172 2,957,303
MgDW 2000 157 3,068,620
(Gozo) 2001 193 3,160,724 No Yes No c
2015 255 4,500,000

Source: TINA 2002

In view of the large number of illega refugees and asylum seekers landing on Malta s shores
over the past twelve months, it is essentia that new IT systems aimed at increasing the
efficiency of border control and management are introduced. Pre-accession funding will be
used to pilot such a system. More funding is required to extend the system to cover the whole
Maltese coast line.

5.4 Communications

The liberalisation of the telecommunications sector was completed on 1% January 2003. The
Malta Telecommunications Authority is the regulator of the sector. Fixed telephony is
provided by Maltacom plc and there are two providers of mobile telephony, namely Vodafone
and Go Mobile, the latter being a subsidiary of Maltacom.

Maltacom, which is 60 per cent Government-owned, is currently the sole provider of fixed line
telephony and international gateway services. Maltacom owns the sole existing international
gateway, which links to Sicily via a submarine cable, and which is operated by a Matacom
subsidiary, Datastream Ltd. which has launched ADSL in Malta. However, connectivity also
takes place via satellite links. An additional microwave link to support the submarine link is
aimed at ensuring redundancy but it can only take a small percentage of the communications
traffic generated to and from Malta, especialy when the optic fibre cable is upgraded to
increase capacity. Today, Maltais the only country in the Mediterranean with one international
fibre-optic link. Even the Idand regions in the Mediterranean have multiple links connecting
them to mainland Europe and North Africa. An additiona telecommunications link is essential
if Maltais not to miss out on the benefits of the information society and if it wants to attract
investment. The existing situation is considered a serious hindrance to foreign direct
investment aswell aslocal investment in particular industries.
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Malta's provison of fixed telephone lines compares well with the EU average. It aso
compares well in other aspects of universal service such as the availability of public phones. A
noteworthy increase was meanwhile recorded in the number of mobile phone subscribers per
100 inhabitants. There have not been significant changes in prices and consumption patternsin
the fixed telephony sector, in recent years. The same cannot be said for mobile telephony.
Indeed, with the entry of the second mobile operator, prices and consumption were positively
affected. Furthermore, competition in this sector was beneficial in terms of a better quality of
service. Further significant reduction in prices can only come about with reduction in
interconnection rates, which are significantly higher than EU benchmarks.

Diagram 15 Number of Main Teephone Lines/100 inhabitants

Source. Eurostat
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Diagram 16 Number of Internet Users per 10,000 Inhabitants

Source: Eurostat

Internet service provision in Malta started in 1995, with the number of operators growing
steadily since that date. Since the mid-1990s industry growth has been steady, with new
services being offered as new technol ogies become available. Relatively new technologies such
as ADSL and Cable broadband services are now available in Malta. Broadband Cable services
are offered by Video on Line, a subsidiary of Melita Cable, the incumbent cable television
operator. ADSL is offered by Datastream, a subsidiary of Matacom plc. The up-take of
broadband servicesisin line with that experienced in EU Member States and other countries.

Two recent surveys carried out by the Mata e-Commission have highlighted the following:
f 35.1% of the population have regular internet usage
f 80% of businesses have internet access
f oneof every two households owns a persona computer (PC)
f there is one PC connected to the internet for every seven students in primary and
secondary schools
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6. Research and Development

A full assessment of Malta s areas of strength in science and technology, current and potential,
is currently underway under the auspices of the Malta Council for Science and Technology
(MCST) with expertise from key local players from University and the public and private
sectors as well as from abroad, PREST, The University of Manchester. The National RTDI
Audit is focused on identifying strengths and weaknesses in R&D and Innovation through
quantitative and qualitative surveys. Malta is lacking basic statistics on RTDI (e.g. GERD,
number of researchers etc), which are to be developed as part of the R&D Audit. On the basis
of these statistics and consultations with key players and stakeholders, effective policies and
strategies are being designed and i mplemented.

To date the Audit has produced some important results relating to the CIS Il survey and the
preliminary Innovation Scoreboard for Mata. A number of other surveys, including the HRST
and the WEF Global Competitiveness questionnaires are in the process of being launched.

A survey of University research was aso launched last year and discussions are in hand to
supplement thiswith areview of infrastructure a the University.

A Review of MCST has also been carried out with a view to revising its remit and positioning
so that it can fulfil a broader role as a catalyst in the national innovation system and in the
trangition to the knowledge-based economy

MCST is dso engaged in a Foresight exercise, a complementary project to the national RTDI
Audit, as it is focused on exploring what could emerge as important niche areas for Mata in
2010 and how Malta can prepare itself to exploit these opportunities. The Foresight exercise is
aready yielding important results in terms of the new networks generated both top-down
(strategic) and bottom-up (involving community and small players); as well as in vison-
building and strategy-development. The first pilot on Knowledge Futures in ICT and
education built on previous work carried out by MCST in 1993/4 in developing the National
Strategy for Information Technology (NSIT). The preliminary results of the pilot in 2002 are
documented in the Vision Document, a ‘live' dossier which has identified some niche areas
and priorities for investmentsin RTDI. The pilot has aso set in motion a number of initiatives,
including Malta's participation in the Global Competitiveness Index in 2003, FutureChild
(encouraging children to think about the future) and Malta Theatre 2020. Other
recommendations currently under consideration relate to:
X theuseof foresight in S& T careers guidance and development,
X Maltaasan eCentrefor Lifelong Learning and Crestivity;
X the setting up of a mobility programme for young researchers and practitioners to
encourage public-private sector synergies,
X Strategic Partnership between MCST, MITTS and eMalta Commission to exploit
research and innovation opportunitiesin ICT and KM (knowledge management)
X the setting up of an Open eLearning University specializing in new economy themes
catering for the Mediterranean region

The exercise also identified a number of ICT priorities to be considered for funding under the
National RTDI Programme, namely : Critical Systems, Open Source Software; Security;
3G Mobile systems; el earning; eHealth; ebanking and in response to specific Knowledge
Community needs.

From the preliminary results emerging from the RTDI Audit and the Foresight Exercise, the
Malta Council for Science and Technology has aready identified a number of urgent capacity-

58



building measures that need to be addressed through the setting up of a National RTDI
Programme. In the last quarter of 2002, MCST worked on detailed proposals for the design and
implementation of such a programme. This was based on an in-depth anaysis of similar
programmes in Ireland and other member states and candidate countries, attention to the
Lisbon Strategy and the targets for increasing GERD and BERD, as well as loca strengths,
needs and priorities. The proposals recommend that in the first three years the Programme is
targeted primarily at capacity-building and in principle supports research and innovation
projects in all areas. MCST aso proposed an implementation framework for the Programme
which would involve an evauation process involving broad cross-sectora representation as
well asinternational inputs.

Malta s potential asan ICT hub was confirmed through an exercise commissioned by MCST in
1993/4, the National Strategy for Information Technology. The NSIT exercise concluded that
Malta could with appropriate investments in education, and infrastructure, supported by
appropriate policies and strategies and with a National Information Technology Unit (NITU) to
oversee the process, evolve as a hub for information and communications technol ogies serving
the Mediterranean region. A number of the NSIT recommendations particularly with regard to
telecommunications infrastructure have since been implemented. Three organizations which
now contribute to the strategic policy-making processin ICT are the eMalta Commission, the
Centra Information Management Unit and the Mata Communications Authority. The eMalta
Commission was set up to drive the identification, promotion and coordination of theinitiatives
required for the attainment of an information society and economy in Malta.

The main areas of specidization of the University of Malta include Molecular Biology,
Medical Science, Aquaculture, Microelectronics, Renewable energies and Mediterranean
Studies. A commercid arm, the Malta University Services Ltd was set up to make the fecilities
and expertise of the University available on commercia termsto the community at large and to
initiate and to promote technology transfer. Areas of collaboration through this service have
mainly been biotechnology, ICT activities, microelectronics and pharmaceuticals.

One of the tasks within the current RTDI audit being conducted by the Malta Council for
Science and Technology, is the evaluation of the research potentia within the University of
Malta Paralld to this, the MCST has prepared a proposal to government for the setting up of a
National RTDI programme. Such programme aims at building industry-academia links through
research projects. It will also contribute towards approaching the goal of 3% expenditure in
R& D as specified in the Barcel ona Council in 2002.

According to the first preliminary set of indicators of the European Innovation Scoreboard for
Malta’, four indicators (out of the 14 for which data is available) are more than 20% above the
EU overal mean, seven (i.e. 50%) indicators are more than 20% below the EU overall mean,
while three indicators are in line with the EU mean. Additionally, of the seven indicators that
are more than 20% below the EU mean, four of them are also below the lowest value for an EU
Member State.

The human resources indicators for Maltadiffer from the EU overall mean showing clearly that
Malta needs to attract significantly more students to take up science and technology at post-
secondary levels of education and training. In the case of medium-high to high-tech
employment in manufacturing and in services, the indicators are quite near to the EU mean,
showing that the level of economic activity in these sectors is already significant in Malta and
that the potential for innovation and R&D activities in these high-tech sectors existsin Malta +
although thereis an urgent need to address the human resources bottlenecks.

4aThe European Trend Chart on Innovation during 2001 in Malta®, September 2002, + MCST sponsored report with the full
involvement and support of the National Statistics Office
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In the case of indicators pertaining to the transmission and application of new knowledge, one
can see a significant difference between activities that result from FDIs and those originating
from local SMEs. Innovation and R&D activitiesin SMEsin Mdtaare still at avery low level

and this situation needs to be urgently addressed.
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7. Human Resour ces

7.1 Overview

Malta s investment in Human Resources has experienced significant changes over the last 15
years as the number of young people in post-secondary education has continued to rise. Today,
2 out of 3 students continue their studies beyond secondary level, in addition to the growth in
attendance rates at adult educations classes organised by the Division of Education, with the
number of students pursuing post-secondary education having increased by 10% since 1990.
That is, while only 52% and 48% of male and female students respectively opted to continue
their education after secondary school in 1990, these proportions have in 1999 risen to 65%
and 66% respectively.

There has aso been a substantial rise in the number of women in tertiary education, where
51.2% of the University population are now female, although women are till over-represented
in teaching and nursing and under-represented in engineering and the sciences.

Malta spends 5.53% of its GDP on education, but only 0.44% on Vocational Education and
Training (VET). The figure for investment in initial VET does not include private sector
investment, as this is not available; therefore rea tota spending by the public and private
sectorson VET is higher.

Increase in Employment - As a result of al Governments initiatives, there are now more
employment opportunities for the Maltese. Over the last four years, despite a difficult global
trading scenario and the restructuring process taking place in the Maltese economy, around
5,000 new jobs have been created in private industry whilst the number of unemployed persons
has decreased by 700.

A Better Preparation - Today, Mdlta' s educational system ensures that our youths will meet
the challenges of the workplace - Lm300 million (Va4 P LEAIRY KDVEHHLOYHINMG LQHEXFDIR)
over the past four years. ICT has been prioritised and a mgjor review of the curriculum has
been undertaken. There are now around 2,500 students attending the Malta College for Arts,
Science and Technology, whilst the University today has a student population of 8,000.

Better Training - There has been a mgjor effort made in providing people with adequate
training opportunities - the Employment and Training Corporation has received Lm2 million
(Ya PLARY \R SIRNAHSHEODRY SIRIUP P H/IRUHP SR P HQADQG WHsKilling. Over 15,000
peopl e have benefited from these programmes.

Increased Investment - There has been significant new investment in the manufacturing sector
- The Malta Development Corporation has approved no less than 185 new projects, with atotal

investment of Lm80 million (Y4 PLARY 7 KHVREOLQYHXR HQNQWH P DX CRMUQ) VHRARU
increased by Lm150 million (Y2 P LARY

Tourism & Leisure Industry - Despite global uncertainties, the tourism and leisure industry
continues to be a source of sustainable employment - the sector requires highly qualified staff
and specialised training is available of an internationa standard, up to diplomalevel, provided
by the Ingtitute of Tourism Studies (ITS). In addition, the University of Malta now offers a
course leading to BA (Hons.) in Tourism Studies.

Greater Assistance for Businesses - Greater assistance has been provided to small businesses
and craft industries - Government is committed to improving services provided to SMEs and to
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provide a regulatory framework that facilitates contact with the self employed. The new
Business Promotion Act has been a major initiative to encourage and stimulate al Maltese
busi nesses, extending benefits previoudly available only to export-oriented firms.

Encouraging SMEs and the Self-Employed - Concrete measures, taken to support small
businesses, are yielding results + In the past few months, 867 applications have been received
by the Trade Licensing Unit of which 457 were applications for new bus nesses.

Increase in Average Income - Not only are there more people working, people in employment
are also taking home more money + between 1999 and 2001, the average weekly wage has
increased by around Lm18 (Y4

The main thrusts of Mata's human capital investment strategies relate to increasing the
number of people in employment and to raising the skill levels of persons both in and out of
work.

Maltd s strategies aim to strengthen the proportion of active labour market measures to passive
measures thereby sustaining investment in promoting employability among persons who are
inactive, unemployed or at risk of redundancy, while maintaining a gender mainstreaming
perspective throughout.

In addition to having supply side measures that increase employability, demand side measures
are also necessary to ensure the creation of decent jobs that may be taken up by employable
persons by promoting a greater balance between the flexibility required by organisations to
respond to changing markets, and the quality of jobs in terms of remuneration and conditions
of employment. Of particular significanceis the need for across-the-board measures that enable
a better work-life balance for male and femal e employees.

Moreover, a further development is needed of Malta s lifelong learning culture, where both
individuals and enterprises recognise the need and assume the responsibility for the continual
upgrading of skills acrossall ages, occupations, and sectors.

Developing further competencies in occupationa guidance is an essentia part of thistask. In
paralle, it is also necessary to continue raising the standards of training and to improve the
newly created framework alowing for the certification of professonal and vocationa
competences.

Finally, athough the rapidly changing markets may make this task more complex, it isaso
necessary to anticipate, and respond to, the skills requirements for the improvement and
innovation of products and services.

Malta s Policy Frame of Referenceis attached as Annex |
7.2 Education

The Constitution and the Education Act (Cap 327), 1988, provide the lega framework
underpinning the provision of education in Mata. The Minister of Education has the overall
responsibility for education in Malta while the Education Division is responsible for leading,
co-ordinating, monitoring and providing the educational services within the state sector. The
Division aso has the responsibility for monitoring and regulating educational services within
the non-state sector. There are 331 schools in Mata of which 190 are state schools. The rest
are private schools that are either Church schools or independent schools. Both church and
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independent schools provide education from pre-primary to post-secondary levels but not
tertiary level.

The National Curriculum applies to al education providers in Malta as regards the teaching of
persons of compulsory school attendance age.

The State provides pre-primary education to three year olds. Attendance is voluntary, however
at least 98% of the age cohort attend. Education in State schools is free of charge, including
school transport and textbooks. Education is also free of charge in Church schools and
subsidized in independent schools.

In the case of state schools, pupils sit for an exam at the end of six years of primary education.
Those who pass are admitted into Junior Lyceums which cater for high achievers. The rest
attend general secondary schools. A specia provision is made for poor achievers in that they
receive a simplified and less 2academically® demanding type of secondary education. In the
case of church and independent schools, pupils usually move to secondary education after
successfully completing the annual exam of the last year of the primary education.

Post-secondary education is offered free of charge in state schools to al students who
successfully compl ete secondary education. Courses are offered by the Education Division, the
University of Malta, the Institute of Tourism Studies and the Malta College for Arts, Science
and Technology. Students attending pre-university courses in both state and non-state
institutions are paid maintenance grants by government. Students attending vocational courses
have the opportunity to join either the Extended Skills Training Scheme (ESTS) or the
Technician Apprenticeship Scheme (TAS) in order to receive agrant.

The Education Act places an obligation on the state to provide free tertiary education to al
students with the necessary entry qualifications. Students receive a monthly maintenance grant
for the whole duration of their first degree course together with a one-time grant. These
provisions are meant to encourage and support students in their studies and to increase the
number of students following tertiary education.

According to the National Office of Statistics, in 2001 Malta spent 5.53% of its GDP on
education. The 2001 labour force survey reveals that 53.7 % of the labour force hold
secondary level quaifications, 19.7 % hold only primary education qualifications and 8.2 % of
the tota labour force wasin possession of afirst degree or post-graduate qualifications.

Significant changes have taken place over the last 15 years as the number of young people in
post-secondary education has been increasing. Since 1986 the tertiary education population
has grown fivefold. The number of students (full time and part time) during the academic year
2000-2001 was approximately 8000 (including 420 foreign students). Today two out of three
students continue their studies beyond secondary level. The number of students pursuing post-
secondary education has increased by 10% since 1990. In fact while only 52% and 48% of
male and femde students respectively opted to continue their education in 1990, these
proportions had risen to 65% and 66% respectively in 1999. Women's share in tertiary
education has grown, rising from 46.2% in 1992 to 51.2% in 1998. Women are still over-
represented on health, education and social courses.

Despite this rapid growth, however, the skills level of the labour force remain aconcern in the

context of the necessary technological modernisation. Low quaification is typica of older
workers and a so of the unemployed, 86.7% of whom in 1999 declared only operative skills.
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7.3 Vocational Training

Despite its high expenditure (as a % of GDP) on education, Malta only spends 0.44% of its
GDP on Vocational Education and Training - VET (athough this figure does not include
private sector investment). Madta spends less on VET than al but two (Romania and Bulgaria)
of the future new Member States. Malta lags far behind with only 15-18% (Ministry of
Education) of the workforce trained at Level 3 (advanced craftsman, technician, supervisor).
Severa needs analysis indicate the following trends:

A shortage of VET graduates at al levels

An increasein enrolment level in apprenticeship schemes

A declinein the number of women starting an apprenticeship

A growing gap in trained staff especialy in IT, electronics, telecommunications and related
areas & levels 2, 3 and 4 within the nationa and European framework

~h ~h —~h —h

Malta is currently undergoing a process of reform in VET with the objective of catching up
with its European counterparts by increasing substantially the percentage of the workforce that
istrained to at least Level 3. Malta needs to push up the figures to at least 800 + 1000 more
students / workers a year having undergone VET. In order to reach these targets efforts are
being undertaken to design a new curriculum relevant to a modern knowledge-based economy
and considerable investment has been put into existing buildings, infrastructure, equipment and
expatriate expertise to provide an improved vocational and educational experience to all those
undertaking programmes. In August 2000, the Government set up the Malta College for Arts,
Science and Technology (MCAST) which should provide a significant boost to this sector.
The College opened its doors in September 2001 and admitted students from five disparate and
existing ingtitutes into the reformed six MCAST institutes, which included the newly formed
Information and Communications Technology ingtitute. A MCAST centre was a so established
in Gozo.

MCAST will serve as an umbrellafor technical and vocationa education and training in Malta,
assmilating functions currently catered for by a number of existing schools that focus on fields
such as electronics and engineering, business and commerce, art and design and maritime
studies. A further four ingtitutes covering agribusiness, mechanical engineering, electrica
engineering and community services will be incorporated into MCAST in September 2003.
MCAST is working in close collaboration with the Employment and Training Corporation
(ETC) and the Malta Council for Professiona and Vocationd Qualifications (MCPVQ) to
establish a modern apprenticeship framework. A working group has been set up to ratify the
College' s equal opportunities policy related to accessto VET.

7.4 llliteracy

Theilliteracy rate is rather high. The 1995 census found that 9% of the working population is
illiterate (11.6 % and 7.2 % for males and females respectively). 19% of the unemployed are
also found to beilliterate.



8. Social Sector

8.1 Overview

New ideas and new lifestyles following Western European trends have produced widespread
changes in the loca culture including a decrease in family size, the emancipation of women
and the diminishing importance of religion in public life. Following these emerging trends in
the local culture, the Maltese society is now facing various socia challenges that need to be
addressed.

Malta shares the same challenges faced by most EU Member States + an ageing popul ation and
consequently the challenge of reforming the social welfare and pension system to deal with the
changes inherent in that process. The health and housing status of many Maltese citizens
compares favourably with most of the EU Member States, yet there are socia groups whose
needs in respect to both health and housing have not yet been entirely accommodated.

The need is increasingly being felt to direct resources to those who most need them and to
focus policies on the needs and abilities of particular vulnerable socid groups who tend to be
disadvantaged on multiple aspects including income, health and even housing irrespective of
the fact that the numbersinvolved may be relatively small.

8.2 Disadvantaged Groups

The Government actively promotes, facilitates and contributes to the ongoing development of
an inclusive society through the provision of personalised quality services and by ensuring
equal opportunities for all, with specific emphasis on the most vulnerable members of society.
The conditions applicable for the entitlement of socia benefits are regulated by the Socia
Security Act (Cap 318), which isin line with the European Social Charter, ratified by Maltain
1998.

8.3 Equality of Treatment

Thisissueis addressed under Section 9 of this chapter.

8.4 Personswith Special Needs

In Malta the specific rights of disabled persons have been recognised since 1969 when the
Persons with Disability (Employment) Act (Cap 210) was adopted. However, there is more to
be done in order to help persons with special needs to sustain themselves and be less dependent
on the state as well as on their family. There is the recognised need for public services (such as
health care, transport as well as building structures) to be made more accessible for disabled
personsin order to enable them to participate equally and fully within Maltese society.

In Mdta there are 16,576 persons with special needs of which 8,535 are women while 8,041
are men (Abela, 1995). The total number of persons with specia needs corresponds to 4.4
percent of the total population. In addition, 19 per cent of women and 17 per cent of men with
specia needs are without any schooling at al while 25 per cent and 20 per cent of al women
and men respectively have not completed primary school. Most of the remaining persons have
reached a secondary level of education while very few men and even fewer women have
managed to complete vocational secondary education, undergraduate or post graduate
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education. A total of 2,165 of these persons, that is 378 women and 1,787 men, are in the
labour market. Of these, almost 2,000 are empl oyed while 245 are unemployed.

8.5 ThekElderly

As mentioned earlier, like other European countries, Malta faces the problem of an ageing
population. The proportion of the elderly within the Maltese population is expected to increase
to 23.3 per cent (Sultana & Badacchino, 1994) in 2020. Moreover, it is estimated that by then
Malta will have the second largest percentage of old persons in Southern Europe, that is,
almost one out of every four Maltese. It is also known that among the elderly the “old old" will
register the most significant increase.

Although both the elderly as well as persons with disability share many needs with the rest of
the population, there are also some needs that tend to be specific to this group. Among these,
the most important are social and community services and medical care needs. The issue
becomes even more complex since the traditional role of the Matese family in the support and
care of the elderly is diminishing. It is becoming increasingly difficult for the family aone to
meet the needs of frail old persons and those with special needs without the support of
specialised programmes and services from the Government.

The demand on services includes Long-Term Residential Care that provides residentia
accommodation to persons who are over the age of sixty and those with special needs.
Community-based services include home help services, Telecare services, meas-on-wheels
services, the handyman service, an incontinence service and a wide range of other services and
rebates which help to ease the burden from these persons.

8.6 Health

The hedlth status of Maltese men and women compares favourably with that of EU Member
States and is generally better than that of most other accession countries. However, the
changing demography and lifestyles, environmenta factors, increasing consumer awareness
and overal rising health care costs provide a challenge to the authorities.

Circulatory diseases are the commonest cause of death contributing to 47 per cent of all deaths.
Malta has a higher mortality from these diseases than the EU average but lower than dl the
other accession countries. The mortality rate for males is consistently higher than that for
femdes.

Cancer was the second most common cause of death in 2000, contributing to 24 per cent of all
deaths. The overal incidence is lower than the EU average for men and just about equd to the
EU average for women. Survival rates compare well with other European countries.

Trends for most infectious diseases are stable including AIDS and TB. A rising trend has been
noted for meningococcal disease.
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Table 35 Basic Health Statistics

Malta EU average

Life expectancy at birth (years) 77 78.2
Infant mortality rate (per 1,000 hirths) 7.2 5.07
TB incidence (per 100,000 popul ation) 5.8 12.29
SMR circulatory disease (0-64 years) 51.35 49.42
SMR lung cancer (0-64 years) 12.41 17.41
SMR accidents/poisoning (0-64 years) 20.38 31.09
Hed th expenditure per capita 1262 1922
% GDP alocated to health 8.8 8.5

Hospital beds (per 100,000 popul ation) 542 596

Average length of stay (days) 4.63 8.2

Source; Eurohealth volume 8, number 4,autumn 2002

Hedlth care in Maltais provided in both the public and private sectors with around 15 per cent
of acute hospital beds in the private sector. In 2000, according to Eurostat, there were 544 beds
per 100,000 inhabitants. The average for the EU 15 is 630. The public hedth care system is
free at the point of use. Both public and private expenditure on health care has been increasing
especially in the field of medicines. Totd health expenditure in 1999 was 8.3 per cent of GDP,
50 per cent of which was public expenditure. Around 25 per cent of the population purchase
private health insurance but most of the schemes purchased are quite basic.

The public hedth care system offers comprehensive coverage a all levels for al the
population. Primary health careis provided through the hedth centres. The main acute hospital
offers al the main tertiary care specidities including cardiology, neurosurgery and some
transplant services. All acute services will eventually be offered from a new hospital presently
under construction. The new hospital will have a capacity of 825 beds. Relatively significant
waiting times exist for cardiac (6-8 weeks), cataract (1-1.5 years) and hip replacement
operations (2-5 years).

Malta has a much lower number of physicians per 1,000 inhabitants than most European and
accession countries. In 1999, Malta had 2.6 physicians per 1,000 inhabitants. The number of
health care personnel has been rising. However the supply of human resources barely meets the
increasing requirements of the public health care system.

The structure and organisation of specialist training is not compliant with EU requirements.
However the results of the peer review (February 2002) and of several other expert visits
confirmed that specialist training can and should be carried out locally. This position has the
agreement and support of most of the key stakeholdersin this sector.

The Hedlth Care Professions Act will provide for the necessary legidation on specidist
training and recognition. Two main areas need urgent support:

f  Accreditation of existing specialists under the criteria for Acquired Rights (this is being
taken up by the Specidist Accreditation Committee (SAC) constituted ad hoc until the
legidationisin place).

f Design and development of specialist training programmes for new persons entering
speciadist training that will conform to the requirements. A number of Specidist
Associations have started to draw up draft training programmes. These programmes will
have to be discussed and approved by the SAC with the participation of service providers
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and University. The setting up and implementation of such progammes will require
assistance and support to set up the necessary structures and systems.

The development of structured specialist training should be viewed as a necessary and long-
term investment, taking place concurrently with the investment at the new hospital. The god of
the Maltese Government is for the new hospital to become a teaching and a research centre of
excellence. Having specidist training carried out within the hospital is essential for the
attainment of thisvision.

8.7 Housing

Data shows that around 68 per cent of al households in Mdlta live in privately owned
properties while another 28 per cent live in rented properties. On the other hand, only some 4
per cent of al households live in free of charge premises. Home ownership compares
favourably with other European countries such as Italy (58.9 per cent) and France (53.8 per
cent) whereas it is less then other countries such as Greece (69.4 per cent) and Spain (77.5 per
cent). Although in comparison to other accession countries such as Estonia (29.4 per cent) and
Poland (58.4 per cent) (Data for 1993 + UNHS (Habitat), 1999), Malta has higher ownership
share, the number of housing units rented from the state in Maltais considerably less than that
of other European countries such as France (14.6 per cent).

In spite of al this, there are some 7,118 (19.9 per cent) of al housing units that require

maintenance and other 2,296 (6.4 per cent) which are in a dilapidated state. Many of these units
are concentrated in the core of urban centres such as Valletta, the Three Cities and Floriana.
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9. Equality of Treatment

9.1 Women in the Labour Market - Overview

In 2000, according to the Joint Assessment of the Employment Policy Priorities of Malta, out
of 127,800 women between 15 and 64 years of age, 41,040 were employed on afull-time basis.
The employment rate for women in the same year was 32.11%. This rate is very low when
compared to that for males in Mata which stood at 75.4% and low in comparison with the
employment rate for women in the EU-15, which was 54.3 % in the same year.

Of the 41,040 employed women in 2000, 35.01% worked in the public sector. This figure
compares well to the male participation in the public sector which stood at 37.01% in the same
year.

During the same year 59.8% of part time employment places were occupied by women.

With respect to temporary employment, indications from the Labour Force Survey (June, 2002)
are that women are more effected by temporariness than men: 5.6% of femal es have temporary
work, against 3.0% of males.

Table 36 illustrates that the issue of seasonality of the labour market has aso a bigger impact
on women:

Table 36 Seasonality of Labour Market

December 2001 June 2002 Difference (%)
(December 01-June 02)
Employed Females 41,980 46,178 +10%
Unemployed Females 3,538 4177 +1.81%
Inactive Females 115,261 112,277 -26%
Inactive Males 44,783 45,469 +1.5%

Source: Labour Force Survey, June 2002.

Concerning the issue of hidden employment, it seems that women are more affected than men,
since the officia level of employment for men is rather high (75.4% in 2000). The femde
unemployment rate has remained constant between 1994-2000, around 2.5 %. Over the same
period of time the number of registered unemployed females has fluctuated between 800 and
1000.

It is important to remark that women are less affected by long term unemployment (over 52
weeks), than men (255 femdes, against 2771 males in December 2002) according to the
Employment and Training Corporation.

However, one has also to take into account that these low percentages of unemployment, are
not very representative of the rea situation, since only around 1 out of every 3 women in Malta
(37.4%) are active in the labour market (LFS June 2002).

An andysis of working women by sector (LFS June 2002) shows that 2 out of every 3 women

are employed in five sectors. manufacturing (20.7%), wholesale and retail trade (13.6%),
education (17.6%), health and socia work (12.6%), and hotels and restaurants (10.7%).
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According to the same survey almost 50% of the women working in June 2002, were working
in occupations which require very low skills: 9,382 clerks (21% of female workers), 6,368
service workers and shop and sales workers (14.5%), and 6,018 in elementary occupations
(13.7%).

9.1.1 Recent Developments

The situation has improved considerably in recent years. According to the Employment and
Training Corporation (2000), during the period 1994-2000, the number of employed women
increased from 34,292 to 41,466 - an increase of 18.9 %. In the same period, male employment
increased from 95,589 to 99,651 - an increase of only 4.2%. Consequently, the female share of
total employment has increased from 26.4% in 1994 to 29.4% in 2000. Over the same period,
the male share of total employment has decreased from 73.6% to 70.6%.

It isto be noted that the rate of employment for women aged between 15 and 24 has decreased
from 56.4% in 1994 to 47.9% in 2000. This is primarily due to the fact that more young
women are pursuing tertiary education. In fact, the percentage of women enrolling at university
in 1994 (2525) stood at 48.8 whilst the percentage rose to 53.5 in 2000 (3401), showing a
percentage increase in their number of 4.7.

9.2 Education and Training of Women

According to the Labour Force Survey (May and December 2000) the education level of the
population aged 15-64 years shows differences between maes and femaes. 8,686 females
(6.6% of the total females aged 15-64), have a university degree or equivalent. The figure for
males in the same age group is 11,532 (8.6% of al males aged 15-64).

41,005 females (31% of all females aged between 15 and 64), do not have a secondary leve of
education. They only have primary education or no schooling. The figure for males is 33,398
(24.9% of al males aged 15-64).

9.3 Social Status of Women in Malta

Women are generally under represented within the high echelons of society. Separated and
widowed women form the largest part of the “new poor'. Frequently they suffer from
substantial economic difficulties due to very low income or dependence on state benefits. They
are the least likely to own their homes and are among those most likely to live in substandard
conditions.

On the other hand, those who manage to follow a successful career still have to face the
dilemmas of combining family life with work responsibilities. There is ill a strong
expectation that child caring and caring for old parents are performed by females since both
child care centres as well as residential care for the old are not well developed. When speaking
about the family, it is appropriate to take also account of the diversity of family structures that
are emerging nowadays. The traditiona family model of the male breadwinner and the femae
partner, who takes care of the home and the children, isincreasingly fading away as new forms
of families arise. The rise of single parent families has been quite evident throughout the last
years. Most single parent families are composed of the female mother and the child. Moreover,
most of these single mothers do not declare any source of income. This would suggest that they
either work in the informal economy or else have no income at al. Hence, most often these
families depend on the state for their living, both for financia support aswell asfor shelter. All
this shows that females tend to be disadvantaged in many aspects. In order to overcome such
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problems there is the need for the Government to gender mainstream all policies and initiatives
that are taken.

According to NSO, (Structural, Poverty and Social Exclusion Indicators, 2000), 18.7 % of
females are in the category 2at-risk-of-poverty rate for inactive personsin Mdta®. Only 10.3%
males are in the same category. This percentage, which is lower than the rate of at-risk-of-
poverty for females in the EU (27.0), is athreat for Malta because of the fact that a high
percentage of women are not active in the labour market.

9.4 Legal Framework for Women in Malta

National machinery has been established to promote both positive action programmes directed
towards women and gender mainstreaming both within and outside Government. Key
achievements so far have included the collection of sex-disaggregated data through the
adoption of international methodol ogies and classification used by ILO and EUROSTAT, such
as 1SCO 88 and NACE and capacity building for the implementation of gender mainstreaming
using a gender impact assessment methodology. The revised national minimum curriculum (5-
16 year olds) is based on principles of gender equity. Work is under way to implement this
curriculum effectively in Maltese schools.

The Equality for Women and Men Act (Cap 456) was adopted in January 2003. A working
committee set up in January 2001 has finalised work on an action plan recommending
measures to promote equality for women in employment and training. This plan entitled
aGender Equality action plan 2003 + 2004° has been published by the Employment and
Training Corporation (ETC).

9.5 Other Considerations

The situation of women and equal opportunities in Mdta is considered to be satisfactory and
improving. Despite the positive recent devel opments one till hasto consider the following:

The employment rate for women is low when compared to men and the EU average femae
employment rate.

Women in Mata are affected (significantly more than men) by part time employment,
seasonality of the labour market, hidden employment and temporary work.

The rate of unemployment of women is very low but it seems not to be a significant
indicator in the case of Malta.

The mgjority of women in Malta are working in occupations which require low skills.

The participation of women in the labour market has been increasing in the last years, but it
is not the case of young women (aged 15-24).

Women in Malta have lower levels of education and training than men with a significant
percentage of women without secondary education.

The Government is planning to adopt positive actions and programmes for women.

~ O~ ~~ ~ o~ o~
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10. Regional Development - Gozo

10.1 Overview

The idand of Gozo has long had its own administrative structure within the Maltese public
service. The idand, however, received greater autonomy in 1987 with the introduction of a
separate Ministry responsible for co-ordinating the functions of government in Gozo as well as
promoting the economic, social and cultural development of this idand. The Ministry
administers funds provided by Parliament on an annua basis including: industria
development, tourism, agriculture and fisheries, roads, drainage, waste, public buildings,
education, health, environment, housing and sport.

Goz0 has been designated as a separate region at NUTS 111 level. A Declaration on the Isand
Region of Gozo will be attached to Mdta s Accession Treaty.

Gozo is the second largest island in the Maltese archipelago, situated to the North West of
mainland Malta (see diagram 17), with a land area of about 67 square kilometres and a
population of just under 30,000 i.e. about 8% of the population of the Maltese Ilands.

The climate is similar to that of Malta. Gozo suffers from double insularity since it is on the
periphery of another small island. The problems arising from this double insularity are various,
including congtraints on the movement of persons, goods and services, as well as financia
expense and time delays. These factors impact negatively on all sectors of the economy
notably tourism, manufacturing and agriculture, and aso limit the accessibility to important
services such as education and health.

Diagram 17 Map of Maltese | lands

Malta and Gozo are connected by means of a
car and passenger ferry service run by the
Gozo Channel Co Ltd. The service operates
between MgDW KDERU GDMS 1Q WH
southern part of Gozo and CUUN-Z ZD 1Q \WH
Northern tip of mainland Malta. Thereisaso
a service between MgDW +DERXU DG 6D
Maison (located within Marxamett harbour
in the central part of Malta), which is mostly
used for cargo and on occasions it aso
caries passengers when mooring at
CUNE Z DLV QRASRMED! 7KH I GHAIGFOGY/
three recently purposely-built carriers. These
carriers are considered to be too large to
operate cost effectively during the night.

The idands are aso connected by means of a
helicopter service. This air connection is
infrequent and rather expensive for regular
commuters.
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10.2 The Economy of Gozo

10.2.1 Regional GDP

The Nationa Statistics Office has calculated that Gozo's per capita GDP at market prices was
Euro 7118 in 2000. Gozo's per capitaregiona GDP as a % of the EU 15 was 31.6% in 2000.

10.2.2 Analysis by Productive Sector
10.2.2.1 Agriculture

The agricultura sector in Gozo consists mostly of small holdings on terraced strips of land, and
the soils tend to be generally more fertile than on mainland Malta due to the presence of blue
clay in many areas of Gozo, |eading to higher retention of rain-water through the ground.

Currently, Gozitan farmers enjoy transport subsidies for foodstuff imported from Mata. In
addition, there is also a subsidy for agricultura products leaving Gozo for the Maltese market.
The subsidy, however, only represents some 50% of the real additiona costs of transporting
produce to Malta.

10.2.2.2 Fisheries

The number of fishing boats in Gozo (as a December 2002) is 335 of which only 98 are
utilised on a full-time basis. Although the fishing industry cannot be considered a mgjor
industry in Gozo, it is an important supplier of food for local consumption and for the tourist
industry. Artisinal fishing aso serves as atourist attraction.

10.2.2.3 Construction and Quarrying

The construction and quarrying industries employ about 519 people in Gozo, proportionately
almost one and a half times as many as in the Maltese Idands (6.2% in Gozo as against 4.2% in
Malta). Most quarrying activity occurs in the west of the idand, around Dwejra, which is an
area of great environmental sensitivity. There is aso extraction of hardstone around the Qaa
area, to the east of theidand. About 4 square kilometres (about 0.6% of the total area of Gozo)
are assigned for quarrying.

10.2.2.4 TheManufacturing Industry

The manufacturing sector in Gozo employs about 16% of the gainfully occupied population
compared to about 22% on mainland Malta. The sector is made up of three main segments,
namely (i) factory-based industry mostly a Xewkija Industrial Estate where the larger
manufacturing concerns are located (i) smaller concerns located in different parts of theisland
and (iii) crafts and cottage industries.

Factory based manufacturing consists mainly of low-technology operations, relying on low-
skill labour. These tend to be export-oriented and include the clothing and electronics
manufacturing, domestically-oriented manufacturing which utilises imported material as inpui,
such as the furniture industry and manufacturing utilising agro primary products, mostly food-
processing.
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There are eight firms which constitute the backbone of manufacturing in Gozo. Data on these
companies is given in table 37. The table shows that these firms have a relatively high import
content, indicating that they rely heavily on transport services. In addition four of these firms
export practicaly 100% of their output, again indicating that their success depends to large
extent on competitiveness in the international market, in which transport costs have an impact.

Table 37 The Eight Largest Manufacturing Establishmentsin Gozo

, , No. of EX% % Import

Name of Establishment | Main Product workers of Sales | Content
Cassar Weaving Ltd Knitwear, yarn processing 29 20 50
FXB Grun of Interior and Exterior Furniture 37 20 35
Companies
LloydsLtd Upper leather parts of shoes 172 100 45
Magro Brothers Ltd Tomato products, canned pulses 108 20 35
Merit Precision Tools Ltd | Plastic moulds, assembly

. 48 5 60

automations

Merit Ronics Ltd Auto-switches, capacitators 21 99 50
MP Clothing Ltd Denim Trousers 278 99 60
Parmargan ProductsLtd | Bonded Sedls 68 100 30

Source: Tabone (2001)

Cottage industry is a well-established activity in Gozo. Products include knitted garments and
other textile products such as lace and woven carpets, artefacts such as glass and curved lime-
stone products, filigree work, and food products, such as cheeselets, honey and sun-dried
tomatoes. Many operators in this industry trade in the informal economy, and therefore the
extent of such production is not properly recorded. It is however known that cottage industry
and crafts generate considerable income and employment in Gozo, particularly for women, and
that these activities have potential for further development, especially because of their
relevance to the tourism sector.

The Business Promotion Act offers identical incentives to operators irrespective of their
location in the Mdtese Idands, although Article 23 (1,2,3,) of the same Act does provide some
ass stance with respect to transport costs. The Gozo Special Needs Assessment has highlighted
the fact that firms operating in Gozo suffer from a number of comparative disadvantages when
compared to their counterparts in Mata. Gozo's small size and economic and environmental
sensitivity tend to accentuate the impact of other factors in generating increased operating costs
for Gozo based operators.

10.2.2.5 Tourism

In Gozo, there are about 580 full-time jobs in hotel and catering establishments alone, and
many other jobs in economic activities are related to tourism. The importance of the industry
to the Gozitan economy is probably higher than it is for mainland Malta, athough precise
statistical datain thisregard are not available.

The following are some characteristics of tourismin Gozo:

f Therearereatively more5 star and 4 star hotdl hotels in Gozo when compared to mainland
Malta.®

® The share of five star hotels in Gozo is 29% of all registered hotels and guesthouses, whereas in Malta the proportion is about in
14%.
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Business and conference tourism is much less important in Gozo than it is in mainland
Malta

The hotels are normally smaller than they arein mainland Malta.®

A considerable proportion of tourist accommodation isin farmhouses. ’

Thereis alarger proportion of unbuilt land in Gozo, and as a result Gozo is greener and
quieter than Malta.

The Mediterranean Sea can be viewed from practically al locations (given that the total
land area is 67 km?) and this creates a specia 2contact with the sea® feeling on the island,
more so than isthe case in mainland Malta.

Gozo has more locations of scenic beauty, per square kilometre, than mainland Malta.
Gozo hasavery rich cultura heritage.

International tourists mostly visit as part of a tour operator arrangement, but the
dependence on tour operationsin Gozo is much small than it isfor mainland Malta.®
Therate of repeat tourism in Gozo is higher than isthe case in mainland Malta.

Seasonality ismore visible in Gozo.

~ ~h ~h —~h ~
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10.2.2.5.1 Typesof Tourists

There are five main types of tourists visiting Gozo, namely (@) international tourists who spend
most of their visit in Gozo (b) Maltese stay-over tourists (¢) international day-trippers (d)
Maltese day-trippers and (€) Gozitan emigrants.

According to the sample surveys by the Malta Tourism Authority, it is estimated that over the
past three years (1999-2002) 77% of tourist arrivas visited Gozo during their stay (864,000 in
2002). According to the same surveys, 70% of these were day trippers. The Gozo Specid
Needs Assessment confirms that the bulk of tourists visiting Gozo are day-trippers. In a study
by the Malta Tourism Authority (Gozo Ferry Surveys, Winter 2000 to 2001), it was estimated
that on average a Maltese tourist spends an average of Euro 46 per day. In the case of
international day trippers, the Gozo Special Needs Assessment team estimated that only 30-
40% of expenditureisactually spent in Gozo.

10.2.2.6 Other Market Services

Other services activities include the distributive trades (wholesdle and retail), transport,
banking and persona services. According to the Nationa Statistics Office, the distributive
trades employ more than 16% of the gainfully occupied and in 2000 represented 11.5% of
Gozo's GDP at factor cost  Since the domestic market is very small, business is very
fragmented and one often finds under-utilised employment in retail outlets, particularly those
which cater specifically for day-tripper visitors.

10.2.2.7 The Public Sector

The public administration is the largest contributor to Gozo's GDP. In 2000 it represented
23.8% of Gozo's GDP at factor cost.’ The public sector is currently providing jobs for about
45% of the gainfully occupied in Gozo. The public service in Gozo engages alarger proportion

€ The hotel owners who spoke to the team carrying out the Special Needs Assessment for Gozo said that the five star hotels in
Gozo do not have an optimal size and a capacity of less than 50% is likely to result in losses.

” There are about 300 farmhouses used as accommodation for tourists in Gozo as well as a number of others which are not
registered. Statistical information about tourism in Gozo is rather fragmentary. International tourists staying in farmhouses could
account to as much as 50%. This figure was suggested to us by operators in the industry but could not be scientifically confirmed.
8 In mainland Malta about 80% of tourist business is provided by tour-operators of which about half on chartered flights. In Gozo
the percentage of tour operator business is probably lower due, amongst other things, to the higher rate of repeat tourism and may
be as low as 65%.

9 NSO + National Accounts

75



of industrial grades than in Malta. On the other hand there is underemployment in the middle
and senior management grades.

10.3 ThelLabour Market - Overview

The labour market in Gozo is viewed as a limiting factor for establishing new businesses and
expanding existing ones. Given the smal population of the idand and a recorded
unemployment rate that is only dightly higher than that of Malta, the pool of potentid new
recruitsis very limited. New enterprises would therefore have to resort to staff poaching with
its consequent wage cost inflationary spiras, or recruit personnel who are ordinarily resident in
Malta Thereisasignificant proportion of the Gozitan labour force (about 650 in 2002)*° who
work in Malta. Without such an opening the rates of unemployment in Gozo would be much
higher. There are a'so a number of Gozitans who have had to take up residencein Matadueto
their employment conditions.

This situation is further aggravated when the category of available human resources is taken
into consideration. The Gozitan labour market is characterised by relatively high labour supply
and demand mismatches. Annex Il of the Gozo Special Needs Assessment states that the
working population of Gozo suffers from a significant lack of middle management and people
with a strong technical background. Thereis also alow mobility of people from Mdtato Gozo.
Gozo offers less economical, educational, social and cultural facilities to employees and their
families than are available on Malta.

10.3.1 Employment by Sector

Regional production statistics for Gozo are not available, and the structure of the economy can
only be surmised through the composition of the gainfully occupied population. Table 38
shows the sectoral distribution of employment in Gozo and in mainland Malta as in September
2001

A digtinctive feature that emerges is that, in terms of employment, the Gozitan economy relies
more on agriculture and on the public sector than is the case with the economy of Malta. At the
same time, the share of employment in manufacturing and commercial services is smdler in
Gozothanitisin Mata

Table 38 Gainfully Occupied in Gozo and Malta by Sector (Sept 2001)

Gozo Mainland Malta

No. % No. %
Agriculture and Fishing 391 4.6% 1,807 1.4%
Construction and Quarrying 519 6.2% 5,427 4.2%
Manufacturing 1,314 15.6% 27,944 21.6%
Other 3 0.0% 477 0.4%
Services 2,409 28.6% 47,773 37.0%
Public Sector 3,795 45.0% 44,846 34.7%
Temporary Employed 1,003 0.8%
Total 8,431 100% 129,277 100%

Source: Employment and Training Corporation (ETC), Malta

1% Gozo Specia Needs Assessment + May 2002
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10.3.2 Unemployment
The age distribution of the unemployed personsin Gozo is shown in table 39.

Table 39 Registered Unemployment by Agein Gozo (relativeto Malta)

Age Bracket
Age 16-24 25-44 45-59 60+
Gozo |Malta |Gozo |Madlta |Gozo |Mata |Gozo|Mata
% of age groups 29.8% |29.2% (50.8% (43.7%|19.4% |26.4%| nil | 0.7%

Source: Gozo Special Needs (2002)

Seasona unemployment in Gozo is mainly aresult of the nature of tourism. According to the
Gozo Special Needs Assessment Study, the rate of registered unemployed in Gozo tends to be
higher in winter (November + February) than in the summer (June-September) and shoul der
months (April, May, October).

10.4 Environmental Fragility

Gozo's physica environment is very fragile. It has a limited assimilative capacity for solid
waste disposal and restricted tourism carrying capacity. It has a relatively large coastling, in
relation to land mass, rendering it especialy prone to coastal erosion. The idand's hilly
topography and the limited natural shelter from the elements, render the island particularly
prone to soil erosion and environmental damage occurs from one side of theisland to the other.

The environment of Gozo is a mgjor resource since it affects important pillars of the economy,
namely tourism and agriculture.

10.5 Inter-lsland Transport

Gozitan users of the ferry service face uncertainties due to disruptions in the service mostly
associated with the absence of an al-weather harbour at CUNZZD PO XQEU
construction). During bouts of inclement weather the service is curtailed leading to delays or
to atotal interruption of the service. There are aso service restrictions in the winter months
and loss making trips (e.g. night trips) are sometimes cancelled for commercial reasons.

The helicopter service which operates between Mdta Internationa Airport and the heliport in
Xewkijais an important component of inter-isand transport connection. Gozitans, particularly
the business community, complain that the service is (@) infrequent and expensive and (b) not
adequately timed to connect with major incoming and outgoing flights from Malta
International Airport.
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EXECUTIVE SUMMARY

Analysis of Current Situation

Insularity

Malta' s insularity and size are two of the main handicaps for its development. While both
situations cannot be changed, effort is required to mitigate against the disadvantages that result
from this natural and therefore permanent situation.

General Economic Situation

The Maltese economy recorded arelatively stable level of economic growth between 1996 and
2001, with Gross Domestic Product (GDP) at constant prices reaching a high of 6.1 per cent in
2000 and a contraction of 0.8 per cent in 2001. During 2001 the performance of the loca
economy was significantly affected by the turbulence in the international economic
environment which tended to adversely affect most economies around the world. Meanwhile,
during 2002 notable signs of recovery were evident particularly during the third quarter of the
year. Indeed, economic activity picked up in 2002, with rea GDP growth measuring 2.5 per
cent for the first three quarters of 2002.

The Maltese economy is increasingly becoming service-oriented, reflected in the fact that
during January-September 2002, direct production contributed to approximately 35 per cent of
GDP, while market services accounted for dightly over 48 per cent of GDP.

After experiencing relatively high growth in private consumption in 1999 and 2000, private
consumption grew a a slower pace of 4.7 per cent in nomina terms during 2001. However,
dightly higher rates of consumption growth were recorded during the first three quarters of
2002 at 5.5 per cent when compared to 4.7 per cent for the corresponding period of 2001. The
savings to disposable income ratio was quite low measuring 1.4 per cent in 2001 and 1.8 per
cent during the first nine months of 2002.

Government current expenditure was restrained in recent years given a tighter fisca stance.
Nevertheless, a relatively high 12.7 per cent nominal Government current expenditure growth
was registered during 2001, mainly focused on education, health and genera administration.
This includes the implementation of the revised collective agreement for Government
employees. Government current expenditure registered a 6.6 per cent growth rate for the first
nine months of 2002, corresponding to a 5.2 per cent increasein real terms.

Theinflation rate remained stable at 2.9 per cent at the end of September 2002, although it was
higher than the 2.4 per cent inflation rate for the same month in 2001.

Maltais increasingly becoming a more service-oriented economy. Due to the small size of the
Maltese economy, its performance is affected by economic devel opments abroad, in particular
by developments in its main trading partners. The Maltese economy is amongst the most
susceptible to internationa trade when compared to other candidate countries. Moreover,
during the 1996-2000 period, overall trade grew faster than GDP, indicating that the degree of
openness and vulnerability of the Maltese economy isincreasing.
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In 2000 Malta's GDP per head reached about 53 per cent of the EU average, registering yearly
improvementsin absolute terms.

Sectoral Issues

Productive Sectors - Key |ssues 2004-2006

The productive sectors have changed rapidly over the last decade. The challenge for Maltaisto
maintain economic growth in a country which is extremely vulnerable to factors - positive and
negative - outside the control of the national authorities. Historically, Malta sought to protect
much of its productive sector behind protective walls. Still, while an island geographically,
Malta cannot be isolated economically. In order to survive it must both import [ raw materials
and processed goods as it has no natural resources] and export.

Malta needs ready access to the global economy to survive and grow. It cannot be in anyone's
long-term interest that non-sustainable economic activity [in any sector] is subsidised if this
risks Malta's access to the globa economy. The mgjor issue facing the traditiona productive
sectors [agriculture, fisheries, manufacturing] is restructuring to survive in a more open and
competitive environment by identifying and capitalizing on a clear comparative advantage. The
major issue facing tourismisto retain growth in its contribution to GDP, without a concomitant
surgein tourist arrivals which would prove unsustainable socialy or environmentally.

The major issue facing financial services is to maintain growth without risking Malta's
reputation as a stable and reputable financial centre.

Agriculture

The Maltese agriculture and fisheries industry accounts for less than 2.4 per cent of the GDP, a
share that increases to a little more than 6 per cent when the whole agri-food chain is
considered. Farming is relatively insignificant from an employment creation aspect. The
present situation of Maltese agriculture islargely unsustainable, regardless of EU accession.

The challenge facing Maltese Agriculture is to achieve the sustainable development of rura
areasin Mdtain a manner which leads to agriculture' s increased economic competitivenessin
a demand-driven, internationd market system, but in a context which takes into account its
environmental, social and cultural dimensions and their importance to the Maltese way of life.

Fisheries

Malta has a small fisheries sector which contributes approximately to 0.1 per cent of GDP and
employs 1,987 fishermen (of whom only 397 were full-time fishermen earning their main
income solely from fishing).

As of September 2002, there were atotal of 1,943 licensed fishing vessels (1,618 in Malta and
325 in Gozo). Of these, only 45 were considered to be industrial vessels (i.e.,, over 15 min
length).

The fisheries sector is facing the challenge to modernise and improve the working conditions

and safety of fishing vessels and facilities without at the same time increasing the overal
fishing capacity of the fleet.
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Industry
The challenges facing the manufacturing sector during 2004-2006 are;

Malta needs to identify a new anchor to attract foreign investment and anchor it into the
local economy.

Maltese workers need to be trained to adapt to a modern economy.

Malta has not devel oped technological centres of excellence in technologies which are vita
to theregion.

Malta suffers from the 2two economies® effect. The 2two economies® relates to the almost
total absence of linkages between the low technology, small scale local Maltese companies
and the high technology, large scale foreign enterprises.

~ ~~~n o~

Tourism

The Maltese economy has increasingly become service-oriented. The tourism industry plays a
significant role in the contribution to economic growth, job creation and foreign exchange
earnings to the economy. Tourist arrivals increased steadily over the past years reaching 1.2
million in 2000. During 2001, tourist arrivals declined by 2.9 per cent while during the first
nine months of 2002, tourist arrivals declined by 6.5 per cent over the corresponding period of
2001. The declines registered in 2001 and 2002 reflect the change in the environment in which
the local tourism industry operates resulting from a number of developments in the
international landscape. The 11 September 2001 events, which brought about an aversion to air
travel, were amongst the most important factors affecting global tourism in the latter part of
2001. Moreover, the general global economic dowdown aso had an adverse impact on the
local tourism industry.

Full-time employment in hotels and catering establishments reached 9,082 in September 2002,
an increase of 1.9 per cent on September 1996. According to the Economic Impact of Tourism
in Malta (Malta Tourism Authority, 2000), the tourism sector, however, generates employment
in many other sectors of the economy, and it is estimated that around 20,000 full-time
equivaent jobs are registered within sectors directly involved in tourism.

The challenges facing the tourism sector during 2004-2006 are:

f Strong competition from other destinations. given the markets Malta operates in, a
competitive price and an attractive offer are essentia. More atractions and better
presentation of the archaeological/historical heritage are needed, so that Malta may be
offered as more than another sun and sea destination in the Mediterranean, particularly in
the winter months. Interpretation and management of tourist attractionsis poor, particularly
archaeological, historic sites and museums and World Heritage Sites. There is a lack of
provision of ancillary facilities (information and better facilities for children and disabled
people). Staff need greater training.

f Improvement of Malta s overall environment.
f Reducing infrastructural pressures exerted by the inflow of tourists. Tourist demand on
resources, particularly on water and energy, is more than 1.5 times higher than that of a

resident.

f Seling the idands during the off-pesk period. Malta's tourism is concentrated in the
summer and shoul der seasons at present.
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f Striking a balanced satisfaction-saturation relationship: The local population generally has
a positive attitude towards tourism as residents understand the economic importance of the
sector. However, social tensions could arise in situations of overcrowding and excessive
tourist densities.

Financial and Other Market Services

The financid services sector accounts for 8 per cent of Malta's GDP and employs some 5,000
people. In 2000 the sector grew by 20 per cent. Based on government economic policy, the
sector is projected to grow to around 20 per cent of GDP in the longer term.

The Government®desire to expand the financial services sector as part of the diversification of
the Maltese economy requires an availability of sufficient skilled labour. The challenge will be
to ensure the availability of such aworkforce.

Human Resour ces - Key |ssues 2004 + 2006

Malta must capitalize on its human resource as this, together with its geographic location,
provides it with the basis of its comparative economic advantage. Malta cannot afford to waste
any of its human resource and must increase the size of its workforce by encouraging greater
female participation, increasing standards of literacy and by helping those with a disability to
integrate into the workforce.

Malta' s economic future depends upon it developing a workforce that is flexible and
adjustable. Malta's small population size means that negative changes in a sector [or evenin a
large company] could have cataclysmic impact upon employment + unless the workforce is
continuously trained and re-trained to meet changing economic realities. It must be more
efficient than its far larger competitor countries in labour market planning + mismatches in
supply and demand can be resolved in larger countries by internal migration, but Malta has no
such possibility.

A well-educated, flexible and available labour force is a precursor for international
competitiveness. Improvements in Malta's living standards will increasingly depend on the
growth of the productivity of the employed labour force; this will depend to a considerable
extent, on the development of the skills of the Maltese work force through education and
training.

The labour market itself is characterised by relatively low employment rate. In this context the
low % participation of women in the labour force should be noted.

Key issues are:

Employability

f Thelow employment rate, particularly that of women.

f The very narrow gap between socia benefits and the minimum wage and the need for
making work pay.

f Theincreasein youth unemployment.

f Theneed to mainstream persons with disability.

f Theneed to restructure to achieve greater efficiency in the public sector.
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f The need to reduce the hidden economy and to allow participants to join the socia and
employment protection systems.

f Theweak Maltese educational attainment levels with around one third of the workforce not

possessing secondary certification, and only 5 per cent of the workforce having tertiary

level quadifications.

Illiteracy isrising in schools.

Illiteracy in the post-school age population isan issue.

~n ~h

Entrepreneurship

f Attheend of 2001, the male salf-employment rate was 13.7 per cent while the comparable
rate for women in sdlf-employment was 5.1 per cent. Both male and female rates suggest a
low trend in sdlf-employment when compared with the EU average of 18.3 per cent for
men and 14.4 per cent for women.

f Inthe period between 1995 and 1998 the proportion of micro enterprises (1- 10 employees)
to al enterprises decreased by amost 5 percentage points.

Adaptability
f Thelow skill levels of the workforce.
f Skills shortages are said to exist in the I T, engineering, construction, financia services and

hospitality sectors, particularly in technical and middle-management capacities. There does
not yet exist a comprehensive mechanism to audit and forecast skill requirements.
Under-investment in vocational education and training.

A need to invest in educationa infrastructurein Mdta

~n ~h

The Environment - Key issues 2004-2006

EU air quality standards are currently being breached in a number of locations. Thereis aneed
for more controls over power plant and vehicle emissions.

The majority of Malta s solid waste originates from construction and demolition activities,
although this is not hazardous. With respect to hazardous waste, even though some types are
being collected separately and stored for eventual safe disposal locally or abroad, most is still
being disposed at the Magh\lE GP S 7 KHLP SBP FHQBINRQR \WHZ DXMVRDAI\ KD/ \WRNMG DG
will be accelerated through the implementation of this document.

More than half of Malta's current drinking water supply is provided by the reverse osmosis
desdlination of seawater. Maltese drinking water exceeds EU standards with respect to sodium
levels, due to the close proximity of the aquifer to sealevel.

Marine pollution: Use of Malta' s coast and sea is essential to the quality of life of the resident
population and to sustaining the tourism industry. The principal sources of marine pollution
need to be assessed and measures introduced to reduce their impact on the quality of coasta
waters.

Bathing water quality hasimproved since 1996. However, in terms of bacteriological pollution,

there have been recent increases in contamination of bottom sediments by petroleum
hydrocarbons from small water craft and other sources.
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Maltese waste water has a high organic content in comparison with that of other European
countries, due to lack of treatment prior to disposal. Malta has one of the highest percentages of
built-up land in Europe.

Use of pesticides and artificial fertilisers. the use of chemicals in agriculture is growing in the
Isands, giving riseto significant problems in terms of soil, water and food quality.

Rural Development - Key | ssues 2004 + 2006

Malta is one of the most densely populated and built up countries in the world. Yet it risks
losing its remaining rura areas unless the Government can manage a switch from the rura
areas traditional role of the production of foodstuffsto a multifunctional role which can:

Offer more differentiated, higher quality products and services to domestic consumers and
foreign tourists.

Integrate with and serve the needs of the tourism and agro-processing sectors to maximise
the growth of the nation's GDP.

Provide better protection and development of the environment.

Preserve and develop traditional rural resources, know-how, heritage and quality of life.

~~  ~  ~

Infrastructure - Key | ssues 2004 + 2006

Malta s infrastructure requires continued heavy investment if it is not to act as a burden on
economic growth and the quality of life of the nation's citizens:

Transport - particularly public and road transport + needs investment to help the Idands
manufacturers, to reflect the quality tourism that Malta strives to attract and to provide greater
access to services and economic opportunities for the Ilands rural community.

Telecommunications - provision is broadly acceptable, but there is a need to have at least a
second international gateway that can ensure adequate redundancy in such a key area of
national strategic importance.

Energy - The sector needs investment to sustain the growth in demand created by changing
living patterns of its citizens and the nature of tourism. These linked to an ageing plant and
increasing demand for environmental protection make energy a vital area for the future. There
isan urgent need to make far greater use of aternative energy sources.

Water - Madta has created adequate supply to meet the level of demand which it has managed
to contain through effective policy actions. However, there is a need to invest in the quality of
water. Demand for water for irrigation is increasing, leading to an increase in uncontrolled
tapping of the aguifer by individual farmers. The use of non-conventional sources apart from
desdlination is low and could be increased. Only 12 per cent of sewage is re-used. The new
technology being applied to the waste water treatment plants being built should address this
issue.
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Social Sector - Key issues 2004-2006

Malta faces the same challenges that most EU states do + an ageing population and
consequently the challenge of reforming its social welfare and pension system to deal with the
changesinherent in that process.

The health and housing status of many Maltese citizens compares favourably to most of the EU
Member States. It seems that Madlta is not 2lagging behind® the European Union in many
aspects of the socia sector, however, one can ill identify the vulnerability of particular groups
within the broader social realm.

Social Security

f Thereisaneed to control abuse in order to fight socia exclusion by addressing the needs
and expectations of al the citizens.
f Thereisaso the need for a sustainable reform of the Pension System.

Social Welfare

f  With the decline in the number of religious vocations, the number of carers, especidly in
children's homes, has decreased since the mgjority of these carers were members of
religious orders.

f The inadequacy of research into socia problems and their resultant effect on people is
hindering these organizations from developing schemes that are targeted at particular
groups within society.

Old Persons and Personswith Special Needs

f Community Care Services. In spite of the extensive range of community care services that
are being provided, these services are not widely used by the old popul ation someti mes due
to lack of information and lack of amenities but also because of a general dependence on
family care.

f Health Services: Old persons are aso found to be among those who appea most frequently
to health services. There is the need for the development of health services to meet the
need of thefrail ederly.

Equal Opportunities

Gender mainstreaming + a process that has aready started within the public service
requires further development.

There remains a shortage of adequate childcare facilities.

Incentives for women “returners must be encouraged.

The gainful employment rate of women is till low when compared to that of the EU
Member States and that of acceding states.

Women are disadvantaged as to the nature of their employment.

Women are paid less for the same work.
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Health

The health status of Maltese men and women compares favourably with that of EU Member
States and is generally better than that of most other accession countries. However, the
changing demography and lifestyles, environmenta factors, increasing consumer awareness
and overal rising health care costs are a cause for concern.

Housing

f Theneed for maintenance and upkeep.

f The need for positive discrimination when dealing with state housesin favour of particular
groups such as the disabled and single mothers.

f The need for NGOs to be provided with additiona funding in order to provide specia
needs housing to disabled persons or persons with special needs.

Regional Development - Key | ssues 2004 + 2006

The most important constraints identified by the Gozo Specia Needs Assessment (May 2002)
relate to small territory and population size, double insularity and environmenta fragility,
which are inherent to the characteristics of the isand. Other important sectoral constraints
relate to agriculture, tourism, transport and human resources.

The study considers the environment to be a mgor area of concern, since its degree of
preservation has a direct effect on the quality of life of all Gozitans. Moreover, it has a major
impact on, and isitself impacted by, economic activities, notably agriculture and tourism.

The double insularity issue is associated with constraints on the movement of persons, goods
and services due to the limited, uncertain and discontinuous accessibility of Gozo. The study
highlights several measures with respect to inter-island transport.

Tourism is a mgjor contributor to Gozo's income and employment. Gozo needs to develop
niche products, improve the overall Gozitan tourist product and attract more tourists during the
winter and shoulder months.

The agricultural sector is still one of the pillars of the Gozitan economy. The sector needs to

become more efficient. The study recommends that rural development be integrated with
tourism devel opment.
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SWOT Analysis®

Strengths Weakness
X  Strategic Location and Climate Conditions X Agmdl internal market
x  Politicdly stable and safe country X Insularity and fragmentation of the territory
x  Egablished tourist degtination X Smdl sizeof enterprises
x  Established manufacturing base X Primary and secondary sector arelosing weight in terms of
x  English Language spoken by amost all their contribution to GDP
X  Hexibleand reliable workforce x  Factory space which isinsufficient and inappropriate for
X Good airport infrastructure and high level of current industry requirements
internationa accessibility (direct flightsto main X Inadequate touristic product devel opment + Mata
European airports) percelved as sun and sea degtination.
X  Ressonabletelecommunicationsand IT X Bad management of waste
infragtructure (ADSL) x  Smdl sze of the Idand permits no hinterland for locating
X Hedth status of population compares well with EU unsightly activities such as quarries, landfillsetc...
MSsand generdly better than that by other X Inadequate water conservation measures (lossesin the
candidate countries digtribution system)
X  Reativey good socid welfare provison (asafety X Poor publicinfrastructure in roads
net) X Port security and border control needsto beimproved
X Naturad monopoly for energy
X Onesource of energy production
X  Low rae of employment
X Labour market supply/demand mismatches
X Underfunding of vocationd training, vocationd
qualifications/assessment
X Underfunding in education/VET infrastructure
X StrengthinIT under exploited
X  Lowleve of capitd investment in agricultural sector
x  lllegd boreholes tapping the aguifer
X Fshingindugry islargdy artisna
x  fishing Port facilities and processing and market sructures
are not adequate
X Underdevelopment of Gozo' s tourism sector
Opportunities Threats
x  Excdlent product potential (history and culture) X Deepening impact of insularity and double insularity
x  EU membership itsalf for Gozo _ »
x  Capadity to atract more FDI f Reduoe_d internationa competitiveness
X Incressing awareness (government and people) of X Increasing levels of unemployment
the need to look after the environment X Further declinein the number of SMEs and sdif-
X Incressing use of renewable energy employed . . . N
X Improved and more focused vocationd training X Women continue to be perceived asimposing higher
X Increased opportunities for female participation to costson the employer
incresse overal employment rate x  Disappearance of agricultura sector
X Investment in agricultura holdings processing units x  Environmental degradation
toincrease productivity and competitiveness (and X Marine pollution from discharge of non-treated
better marketing to loca tourismindustry) Ssewage
X Support to agriculture to improve quality of X Competition from emerging tourist destination
environment (|as_jrdrecrai|0n) X IIIItera(,y levelsare Una:c@td)ly h|gh

X Improved recycling of waste water for agriculture

1 \Workshop held in April 2002

86




Context Indicators

IndicatorsMalta and EU 15

Unit | Year | Malta | EU15 | Source

Economy
GDP/Head (PPS) EU 15=100 Euros 1997 55 100 Statistics in Focus 28/2002
GDP/Head (PPS) EU 15=100 Euros 2001 55 (p) 100 Statistics in Focus 28/2002
Employment by sector (% of total) Id.

Agriculture % of total | 2000 21 4.3 Id.

Industry % of total 2000 32.6 28.9 Id.

Services % of total | 2000 65.3 66.5 Id.
Labour Market
Unemployment rate 2002 6.9 84 June 2002 LFS
Long term unemployment 2002 38.2 448 June 2002 LFS
(% of total unemployed)

Female 2002 20.3 9.9 June 2002 LFS

Young 2002 324 16.1 June 2002 LFS
Employment rate Id.

Total 2000 55.0 63.8 June 2002 LFS

Female 2000 34.3 54.3 June 2002 LFS

Male 2000 75.6 73.4 June 2002 LFS
Demography
Inhabitants 1000inh. | 2001 395 376906 | Demographic Review 2001
Population Density Inh/km? 2001 1249 118.1 Demographic Review 2001
% of population aged : Id.
<15 2001 19.2 17.0 Demographic Review 2001
15-64 2001 68.2 67.0 Demographic Review 2001
>65 2001 12.6 16.0 Demographic Review 2001
Health
Life expectance at birth (years). Men 2001 76.1 75.3 Demographic Review 2001
Life expectance at birth (years). Women 2001 80.8 814 Demographic Review 2001
Infant mortality per 1000 live births 2001 4.4 4.6 Demographic Review 2001
Number of physicians per 100.000 inhab. 2001 303 375 Demographic Review 2001
Number of hospital beds per 100.000 inhab. 2001 494 630 Demographic Review 2001
Telecommunications
Number of mobile telephones per 100 inhabitants 2001 61 72 Eurostat News Release 143/2002
Number of personal computers per 100 inhabitants 2001 23 30 Eurostat News Rel ease 143/2002
Number of Internet users per 100 inhabitants 2001 25 31 Eurostat News Release 143/2002
Transport
Km roads total TINA Network 96 75.300 TINA
Km of Road & Rail TINA Network per inhab. 2001 246'15 | 400'9 TINA
Number of cars* per 100 inhabitants 2001 64 47 NSO News Release 12/2001
Environment
Utilised agricultural areain % of total area 2000 32.3 40.3 Agric. & Fisheries Unit, NSO
CO2 Emissionsint CO2 per inhabitant 2000 6.43 8.83 Eurostat News Release 143/2002
Municipal wastein kg produced per inhab. 2001 316 534 Environment Unit, NSO

*includes all licensed motor vehicles
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Indicatorsfor Malta

Unit Year Malta Source

Labour M ar ket

% of labour force with primary level education 2002 | 16.8% June 2002 LFS
% of labour force with secondary level education 2002 | 55.6% June 2002 LFS
% of labour force with first degree or post-graduate qualification 2002 | 12.1% June 2002 LFS
Education
Enrolment at different levels of education
Primary (% of total population) % 2001 | 850 Maltain figures (NSO)
Secondary (% of total population) % 2001 | 7.00 Maltainfigures (NSO)
Tertiary (% of total population) % 2001 | 19 Maltain figures (NSO)
Vocational (% of total population) % 2001 0.86 Maltain figures (NSO)
Transport
Length of road Network per 100 square Km 2001 | 713 NSO
Rate of motorization (licensed vehicles/1000 inhabitants) 2001 | 644 News Release 89/2002
Rate of motorization (passenger cars/1000 inhabitants) 2001 | 478 News Release 89/2002
Roads casualties per 1000 inhabitants 2001 | 3 News Release 119/2002
Passengers using public transport Million | 2000 | 31.2 NSO
Environment

Protected Land
Surface Protected Land 2001 | 9.3 MEPA
% Surface Protected Land / Total Surface 2001 | 3 MEPA
Surface of Areas of Ecological Importance or 2001 | 32 MEPA
Sites of Scientific Interest
% Surface of Areas of Ecological Importance or 2001 | 113 MEPA

Sites of Scientific Interest / Total Surface

Water Resour ces

Renewable Water Resources ('000m°) 2000 | 24270 Environment Unit, NSO

Renewable Water Resources ('000m°) per capita 2000 | 68.6 Environment Unit, NSO

Total Water Abstraction (*000m°) 2001 | 17081 Environment Unit, NSO

Total Water Abstraction ("000m®) per capita 2001 | 147 Environment Unit, NSO
Solid Waste

Generation of Solid Waste 2001 1138811 | Environment Unit, NSO

Municipal Solid Waste/ Total of Solid Waste % 2001 10.95 Environment Unit, NSO

Industrial Solid Waste/ Total of Solid Waste % 2001 2.17 Environment Unit, NSO

Construction & Demolition/ Total of Solid Waste % 2001 | 82.47 Environment Unit, NSO

Sewage Sludge/ Total of Solid Waste % 2001 7.8 Environment Unit, NSO

Hazardous Waste Tonnes | 2000 | 7,750 NSO

Waste disposal in public landfills Tonnes | 2000 | 1356094 | Maltain Figures

Waste disposed in Composting Plant (Sant' Antnin)*? Tonnes | 2000 | 31,381 NSO

Incinerated Waste Tonnes | 2000 | 2,300 NSO

Energy

Total Generated (000 Kilowatt Hour) 2001 1943350 | Environment Unit, NSO

Used in station ("000 Kilowatt Hour) 2001 | 117661 Environment Unit, NSO
Consumed

Industrial/of total consumed % 2001 24.8 Environment Unit, NSO

Commercial/of total consumed % 2001 | 26.0 Environment Unit, NSO

Domestic/of total consumed % 2001 27.8 Environment Unit, NSO

Street Lighting/of total consumed % 2001 2.1 Environment Unit, NSO

Others/of total consumed % 2001 19.3 Environment Unit, NSO

12 An average of 45% of waste received in this Composting Plant, is rejected after undergoing the separation treatment and is re-directed to public
landfills, according NSO.
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Chapter 2. Pre-Accession Funds 2000 + 2004

When Malta re-activated its application to become a member of the European Union in 1998,
financia assistance in the form of pre-accession funds was provided by the European Union to
assist in the carrying out of the required reformsin the different areas. The global amount of 38
million Euros for the period 2000 + 2004 was agreed as per Council Regulation (EC) 555/2000
of 13 March 2000 to support projects designed to facilitate transposition, application and
enforcement of the Acquis Communautaire via institution building and technical assistance.
Malta was not given access to either of the funds under the PHARE programme which
provided institutional building measures, the ISPA programme which supports environment
and transport investment and the SAPARD programme for agricultural and rural devel opment
support.

For each programming year, a number of projects were identified for implementation
according to the priorities defined in the Accession Partnership and the National Plan for the
Adoption of the Acquis, such as support to reinforce institutional and administrative capacity in
avariety of sectors. The EU®A ccession Partnership with Mata sets out the prioritiesidentified
by the Commission through the annual regular reports on the state of progress on individual
chapters, to help Malta prepare for accession. Madlta, like each candidate country, adopted a
National Plan for the Adoption of the Acquis (NPAA) to set out how it would fulfill its
commitments under the Acquis, the timetable for implementing its priorities and the human and
financial resource implications.

The overall aim of theidentified projects co-financed by the pre-accession fundsis two-fold:

(1) Implementation of actions which will assist Mdtain the relevant preparations/ gaining
experience to absorb Community funds post-accession; and

(2) Alignment and reinforcement of Malta s legidative and administrative structure with
the Acquis.

The table at the end of this chapter provides an overview of all the projects co-financed under
Malta s pre-accession facility.

The short description below concerns those projects under no. 1 above and are therefore most
relevant to this document.

Agriculture, Fisheriesand Rural Development

f Setting up of an Integrated Administrative Control System (IACS) + The objective is
to establish an Integrated Administrative and Control system within the Ministry for Rural
Affairs and the Environment, to include an accurate, exhaustive, secure and updated
database. The system will provide other government entities with effective data for
execution of policies regarding agriculture and rural development.

f Strengthening of Fisheries Monitoring and Control + The objective is to enable the
Fisheries Control and Conservation Centre to implement the Common Fisheries Policy in
the field of control and enforcement and to prepare for the implementation of structural
programmes in the fisheries sector.

f Setting up of a Paying Agency + The objective is to help set-up the Paying Agency for

Malta to issue payments deriving from the Common Agricultural Policy (CAP) as
managed by the European Guidance and Guarantee Fund (EAGGF) Guarantee Section.
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f Capacity Building of the Rural Development Department + The objective is to create
an efficient and effective agricultural administration in Malta and Gozo capable of
implementing and managing the various EC rura development instruments necessary for
the successful implementation of the 2004-2006 Rural Development Plan (RDP).

f Pilot Rural Development Support Schemes + The primary aim is to initiate the process
of restructuring of the Matese agriculture and to start and develop a project pipeline that
will ensure rapid and efficient take up of EU finance available under the Rura
Development Plan in 2004. Unfortunately these schemes will only start implementation in
late 2003.

Transport and Environment

X Road Networks Feasbility and Environmental Studies PHASE | and Il + The
objective is to prepare a project pipeline complete with Environmental |Impact
Assessments and appropriate Feasibility Studies for co-financing under structura /
cohesion funding upon accession for parts of the Mata TINA network identified as
priority links for the 2004-2006 programming period.

x Congtruction of a Sewage Treatment Plant in Gozo + To construct an urban
wastewater treatment plant in Gozo. Apart from the positive impact on the marine
environment, this project will enable the Maltese administration to gain valuable
experience in applying mechanisms for the management of capita projects being
envisaged under the structural funds.

Ingtitution Building + Structural Funds Implementation

x  Capacity Building for the implementation of regional policy + This project amsto
assist Maltain strengthening the institutional framework and administrative capacity in
order to effectively co-ordinate, manage and implement the Structural and Cohesion
Funds upon accession. This project is atwinning project which Maltais implementing
with Spain.

Malta's co-financing in the above projects varies, however a times it reaches close to 50%,
even in the case of the environment infrastructure project.

As can be seen from the attached tables, Malta only financed one major infrastructure project.
Due to the fact that Malta was not eligible for ISPA, there will be a bias in the SPD towards
such projects. This strong investment in environment infrastructure is required to accompany
the legidative changes and ingtitution building efforts in the environment sector and thereby
ensure Malta's full compliance with the Acquis under this sector. With respect to transport, the
TINA study has identified the weaknesses and needs within this sector. The TINA study has
also identified a strategy and the SPD will seek to address the priorities as identified in this
strategy.
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Sector 2000 Programme 2001 Programme 2002 Programme 2003 Programme
Agriculture, | IB - Setting up of an|IB  (TL) - The|IB - Capacity Building | IB - Capacity Building
Fisheries Integrated Elaboration of a Code | of the Plant Heath | of the Viticulture and
and Rural | Administrative Control | of Good Agricultural | Department Oenology Unit PHASE
Development | System (IACS) Practice (CoGAP) Il

TA + Scoping Study on

IB - Veterinary Control
+ Animal Health/Public

IB - Capacity Building

the setting up of an | Hedth of the Rural
Institute of Development
Agribusiness IB - Capacity Building | Department
of the Viticulture and
Oenology Unit PHASE | | Rural Development
Pilot Schemes
IB (TL) - Strengthening
of Fisheries Monitoring
and Control
IB (TL) -Setting up of a
Paying Agency
TA * Feasibility Study
on the Construction of a
Food and Vegetable
Grading Station and
Cold Storage Facility
Transport and | Strategy for compliance | TA + Capacity Building | IB = Maritime Safety TA - Technica
Communicati | with environmental | of  the  Freguency Assistance  in  the
ons, Acquis and  other | Management Unit, | TA - Road Networks | Environmental Sector
Environment | teagpility studies Wireless  Telegraphy | Feasibility and
ggg. Eneray, Department Environmental  Impact | TA = Road Networks
ial and . . S
Community Trammg . and Studies PHASE | Feagb|l|ty qnd
administrative co- Environmental Studies
operation  for  the Telecommunications + | PHASE I
reinforcement of the Frequency Management
Maritime Safety System Vessel  Traffic  and
Monitoring Information
TA + Strategic Plan for 1B + Ingtitutional | System (VTMIS)
the Malta Building in the
Communications Environment Sector Construction  of a
Authority Sewage Treatment
IB (TL) + Assistance in | Plant in Gozo

the reform of
electricity sector

the
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Sector 2000 Programme 2001 Programme 2002 Programme 2003 Programme
Business TA - Business Change | IB - Capacity Building | TA + National | TA + Business Change
Development | Management Plan + | at the Malta Standards | Laboratory Management Plan =*
and PHASE | Authority Accreditation PHASE 111
Competitive
ness TA = Administrative | IB  (TL) + Capacity | TA = Setting up of a
support for the | Building of the Market | Patent Unit and
restructuring of  the | Surveillance Trademark Software
Maltese Standards | Department
Authority TA + Capacity Building
IB (TL) £ Setting up of | in Dua + Use Goods
aMerger Task Force Unit
TA + Business Change | TA £ Small and Medium
Mangement Plan + | Size Enterprises Unit
PHASE I
IB (TL) = Consumer and
Competition Division
Human Participation in EU | IB + Implementation of | Perticipation in EU | TA * Assistance to
Resour ces education programmes | Occupational Health | education programmes MCAST
Development and Safety EU | IB + Ingtitutional | Participation in EU
Participation in TAIEX | legidation Building of the Malta | education programmes
Medicinals Authority
Participation in  EU Participation in
education programmes EMCDDA
IB + Capacity Building Participation in TAIEX
in the fields of Asylum
and Border IB = Ingttutiona
Management PHASE | Building of the Office
of the Commissioner
for Data Protection
IB + Border Control
PHASE I
Technical Co-operation in the | IB + Capacity Building | Co-operation in the | Financial Control +
Assistance statistical field for the implementation | statistical field Assistance to IAID
of regional policy
IB (TL) =+ Capacity

Co-operation in the

statistical field

Building of the Interna
Audit and Investigations
Directorate

Malta-EU Fourth Financial Protocol (1995-1999)

The grant element of the Mata-EU Fourth Financial Protocol consisted of 5 million Euro and
an additional 2 million Euro was earmarked for risk capital investments. Euro 1.9 million of
the grant element was alocated to supporting the restructuring of the loca manufacturing
industry. This support consists of technical assistance directly to the Institute for the

Promotion of Small Enterprises (IPSE) and direct grants for the SMEs.

managing the grant scheme.

IPSE is the body

All of the projects mentioned above were still under implementation (some had not yet started)
at the time of writing of this document.
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Chapter 3. Strategiesand Priorities

3.1 Strategy and General Objectives

The strategy and priorities of the interventions that will be made by the SPD are based on
present and future policies of public investment undertaken by the Government of Malta and
co-financed by the nationa budget and European funds (Structural Funds and Cohesion Fund).
The Government' s national development strategy is based upon the need to maintain growth of
the economy, a level of employment corresponding to this growth, a low and stable inflation
rate and an improvement in the standard of living of all citizens.

The strategy of the SPD is based on:

f The strengths, weaknesses, opportunities and threats of the socio-economic and
environmenta situation in Malta. A detailed description of this analysis is given under
Chapter 1 of this document.

f The challenges that Malta will have to face during the intervention period in terms of
implementation of the Acquis (particularly in the environment sector).

f Priorities emanating from national strategies (Tourism Development Policies 2000-2010,

Solid Waste Management Strategy for the Mdtese Ilands, TINA study, Joint Assessment

of the Employment Policy Priorities of Malta, the Gender Equdity Action Plan, the Rural

Development Plan of Madlta, the Structure Plan for the Matese Idands (1999 +2010) and

the Gozo Specia Needs Assessment).

The experience gained in the area of implementation of EU funds during the Pre-

Accession period 2000-2004.

The capacity of the Maltese administration to implement the funds.

The very short period for programming and i mplementation.

The guidelines from the Commission for programming in 2000-2006, the guideines for

the new Member States and consideration of European Union policies.

And finaly the financial resources available for the SPD in the period 2004-2006. The

Structural Fund component of Malta's SPD (2004-2006), is 59.100.000 euros which

represents only 1.57 % of Malta' s GDP in 2001 (at market prices).

~n ~h ~h ~h ~n

The analysis of the current situation under Chapter 1 of this document and the SWOT
workshop held in April 2002 established the following strengths and the weaknesses;

On the one hand:

f  The drategic location, climate conditions and high level of internationa accessibility has
hel ped to devel op a consolidated and saf e tourist destination,

A manufacturing base with aflexible, reliable and bilingual workforce,

Mdta compares very favourably to EU Member States in the sectors of hedlth, social
welfare and tel ecommunications;

f
f

are perceived as strengths while:

X The consegquences of the specificities of Malta s territory (severe geographica and natura
handicaps).

X  Genera environment degradation.

X  Thefact that Maltais an area undergoing industrial re-structuring and also a less favoured
rural areain need of diversification.

X  Low level of education and vocational training and the low employment rate
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are perceived as the major weaknesses.

Much of Maltese domestic manufacturing industry and agriculture has developed behind
protective barriers which have created afalse market situation and encouraged these enterprises
and farmers to move into areas of production in which it is difficult to compete in a more open
economy. This, in turn, has had a negative impact upon the overall competitiveness of the
Maltese economy as consumers seek higher wages to finance their purchase of high priced, low
quality goods.

The Government of Malta and the majority of the sociad and economic partners accept that this
is an unsustainable position. Malta is an idand geographicaly but it cannot be isolated
economically. In order to survive it must both import (raw materials and processed goods as it
has very few natural resources) and export.

Malta needs ready access to the global economy to survive and grow. At the same time, due to
the pressures on the environment resulting mainly from very high population density and
environmental fragility, Malta needs to ensure the sustainability of its future socio-economic
development.

The mgjor issue facing the traditional productive sectors are to re-structure to survive in amore
open and competitive environment by identifying and capitalising on a clear comparative
advantage. The mgjor issue facing tourism is to retain growth in its contribution to GDP
without a concomitant surge in tourist numbers which would prove unsustainable socially and
environmentally.

The Government' s national development strategy is based upon the need to maintain growth of
the economy, while maintaining a balance between direct production, market services and non-
market services in such a manner that vulnerability to external forces outside the control of the
national authoritiesis minimised.

The overall objective of Malta's development strategy in the period 2004-2006 is to strengthen
the competitiveness of Malta's economy in order to better equip the country to face the
imminent economic and social chalenges whilst maintaining a sustainable use of the
environment.

In order to achieve this overall objective three specific national objectives have been identified
for Malta s Single Programming Document over the period 2004-2006:

To promote a sustainable use of the environment and to assist Malta in the implementation of
EU environmenta directives and regulations;

To promote an open and competitive economy + aso by attaining optimum use of the
country' s resources;

Ensuring that the growth in social and economic development is spread equitably across the
Maltese Idlands + both socially and geographically.

The interventions financed with Pre-Accession Funds during the period 2000-2004 have
asssted the administration in the alignment and reinforcement of Malta's legidative and
administrative structures to implement and enforce the Acquis. Pre-Accession funds have also
supported the preparations by the Maltese administration to absorb Community funds post-
accession. Matawas not eigible for ISPA and SAPARD.
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Interventions that are being proposed for co-financing under the Cohesion Fund include
Infrastructure in the Transport (Trans-European Networks in Malta as identified by the TINA
study) and Environment (waste management strategy) sectors.

Thefinancia resources available for the SPD is an important limitation in terms of establishing
the priorities.

The Maltese administration will be responsible for the implementation of one Objective 1
Single Programming Document for a total of 79.700.000 euros of which the European
Commission has allocated 59.1 million euros for the period 2004-2006.

3.2. Priorities

Following an appraisal of the current socio-economic situation in Mata and an extensive
discussion with al stakeholders since October 2001 (within the context of the Nationa
Development Plan and aso the national strategies for various sectors), three main needs have
emerged:

i. An urgent need to address socio-economic infrastructure particularly environment
degradation and transport;
ii. A need to support the productive sector in its efforts to re-structure and diversify and
compete within the interna market;
iii. The need to address the issue of human resources development + particularly in the area
of vocational educational training.

Given the Commission's Guidelines and Suggestions to the Accession Countries to adopt a
redistic and pragmatic approach to implementing the Structural Funds and the Cohesion Fund,
these needs have been trandated into two main priorities:

i. Strategic Investments and Strengthening Competitiveness
ii. Developing People.

These two priorities will be given the main thrust of the financial resources under Malta's
Single Programming Document since they are deemed to be crucia for the atainment of the
objectives of Malta's development strategy. The first priority will address the two main
weaknesses identified in the SWOT analysis while the second priority will address the issue of
human resources development.

Another central threat emerging from the SWOT analysis is the declining agricultural sector.
Although agriculture and fisheries account for less than 2.4% of Malta s GDP, it is felt that
these sectors, albeit small in their overall contribution to Malta s economy, are at the core of
the Maltese society and should be supported. Both sectors are facing the challenge of
modernisation and restructuring and for this reason the Matese Single Programming
Document will also support measuresin rura development and fisheries sectors.

Another priority which emerged from the accession negotiations between Malta and the
European Union on Chapter 21 concerns a special priority for Gozo to address Gozo Special
Needs which arise from a study concluded in May 2002 and co-financed by pre-accession
funds. Gozo will be eigible for projects under the other priorities of the SPD, however this
specific priority is intended to address specific issues which mainly arise from Gozo's double
insularity.
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Given the above, and the fact that Malta has decided to limit the areas of intervention using EU
Structural Funds to those areas where the instruments lend themselves best to efficient and
effective implementation and attainment of the overal development objective of the country,
the main priorities of Malta's SPD will be the following:

i. Strategic Investments and Strengthening Competitiveness
ii. Developing People
iii. Rura Development and Fisheries
iv. Regiona Distinctiveness
v. Technical Assistance

In limiting the number of priority axis to a minimum Malta is consistent with the approach
proposed by the Commission in the guidelines (COM (203) 110 of 12" March 2003) to
prioritise the areas of intervention and focus the assistance where it is needed most.

3.2.1. Description of Prioritiesand M easures
Priority Axis 1 + Strategic I nvestments and Strengthening Competitiveness

Like most other Accession Countries Mata has substantial needs as regards infrastructure and
equipment in various sectors but particularly in the fields of environment and transport.
Considering the relatively small amount of money alocated to Malta under the Cohesion Fund,
addressing Maltd's infrastructural deficit (as described under Chapter 1) is also a key priority
of Malta's SPD. This priority will primarily ensure the provision of essential infrastructure to
support national competitiveness, halt environmental degradation and support Malta' s efforts
to implement the acquis on environment; improve transport networks by bringing existing road
networks up to Community standards and improve road safety and security and safety in
Malta s main ports.

The environment in Mata remains under threat. Malta recognises that environmental
improvement can act as a contribution to competitiveness. Environmental infrastructure needs
to be constructed or upgraded + not least because high quality environmental infrastructure
constitutes an important factor for nationa and regional socio-economic development. The
Structural Funds and the Cohesion Fund will, as a priority, assist compliance with the
environmenta standards established in the relevant Community Directives, in particular with
regard to water and waste management. The Maltese Idands have limited natural supplies of
water. The efficient and effective management of those water resources that are available is
therefore essential for the sustainable development of the country. As part of Malta's global
strategy of sustainable development, it is also intended that this priority will pilot a project on
renewable energy aimed at kick-starting the strategy on renewables which is currently being
drafted.

Efficient transport networks and systems have an integral role to play in supporting economic
development. In line with stated Community prioritiesin relation to transport the SPD proposes
significant support towards the development of the nationa transport infrastructure with the
emphasis on the introduction of Maltainto the TENs. Malta s road network needs upgrading to
European standards which should also contribute to improvement in road safety. The priority
also aimsto address infrastructure in ports since ports are Malta slife-link to the outside world.

There will be full co-ordination between assistance from the Cohesion Fund and from the

ERDF. Mdlta s overal environment and transport strategies for this period are attached as
annex |l and 111 respectively of this document.
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The creation or expansion of competitive enterprise is the pre-condition for creating sustainable
jobs and thus for national and regional economic development. As explained under Chapter 1
of this document, one of the weaknesses of the Maltese economy is the fragility of the
productive sector due the extreme vulnerability to external factors. The Maltese enterprise
sector is made up of a multitude of micro companies (less than 10 workers): 91.4% of
enterprises in Malta are micro companies which augment the fragility of the sector due to
problems associated with small size. The maor issue facing the productive sector is to
restructure to survive in a more open and competitive environment by identifying and
capitalizing on a clear comparative advantage.

Concerning the tourism sub-sector, Malta has adopted a limited growth tourism strategy. The
strategy seeks to encourage the balanced and sustainable devel opment of tourism through the
modernisation of tourism related infrastructures and the improvement of their efficiency.
Tourists expectations indicate that their demand is not so much for new attractions or facilities
but for improved facilities. Tourist development will be carefully planned so as to take into
consideration the carrying capacity of the Islands (as assessed by the recent Carrying Capacity
Assessment) with regard to environmental, social and economic impacts. Such integration of
environmental concerns and the conservation of natural and cultural heritage in the sectora
development plan is essential to encourage sustainable and high quality forms of tourism. It
also shows consistency with the overall development strategy for Malta

Over 61.1% of the SPD' sfinancial resources have been earmarked for this axis.
This priority axis has the following objectives:

X Toimprove the state of Malta' s socio-economic infrastructure with particular emphasis
on the environment.
X To grengthen the competitiveness of the productive sector

The activities of this axiswill be devel oped through the following four measures:
1.1 Improvingthe Environment Situation

The management and disposa of waste according to Community policy and legidlation will be
a high priority. Funding of waste infrastructure will follow the established hierarchy of
principles: prevention of waste production and its harmful impact, recovery of waste by means
of recycling, re-use or reclamation and safe fina disposal. The actions on waste management
under this measure are based on the solid waste management strategy for the Mdtese |dands.

In the case of urban waste water, specia attention will be paid to the following: the location of
discharge points and the impact of discharges on the environment, sustainable disposa of
saewage dudge produced by water treatment and the management of run-off water. Actions
under this measure will bein line with the Sewage Master Plan.

Water supply for drinking is available in reguired volumes, abeit a an economic and
environmental cost (reverse osmosis), and through demand management. As regards
investment in water related infrastructure, the actions under this measure will aim at ensuring
the availability of the required demand for water and improving the quality of drinking water in
line with EC Directive 98/83.

This measure will also address small actions in the area of nature protection and pilot actionsin
the area of renewable energy with an environmental/urban dimension. Due to the fact that the

97



strategy for renewablesis still being drafted, it is highly likely that the issue of renewables will
be addressed more appropriately in the next programming period.

1.2 Transport Infrastructure

Maltese citizens, the business sector and the tourists need to have a reliable transport
infrastructure. The activities under this measure aim at improving the network capacity and
removing the constraints faced by businesses and passengers.

The actions will aim at improving the road infrastructure and aso the infrastructure related to
ports + including security, surveillance and access. Improvements in the ports in Malta will
have an impact on industry and the Maltese population at large because of the fact that al
goods enter and leave from the ports.

The actionsin this measure will be in line with the recommendations made by the TINA report.

There will be co-ordination between interventions financed by the ERDF and aso those
financed by the Cohesion Fund.

1.3 Supportto SMEs

The schemes are intended for the manufacturing sector and also for tourism enterprises. In the
case of the manufacturing sector this measure is intended to support SMEs in their re-
structuring process. The activities will aim at addressing some of the issues associated with the
smal size of the Maltese enterprise sector including limitations of human, technica and
financial resources.

The activities will be implemented through grant schemes for SMEs which will support
policies of modernization, policies of research and development (including the promotion of
innovative actions), product design, and application of new technologies. The schemes will
also support enterprises in meeting obligations arising from the acquis, particularly in the areas
of environment and occupational health and safety.

In the case of tourism enterprises, the schemes will aim to encourage upgrading of enterprises
in line with sustainability and environmentally friendly principles as outlined in the Tourism
Development Policy 2000-2010 of the Ministry for Tourism.

The grant schemes will be implemented under the relevant state aid regulations.
1.4 Support to the Productive Sector

This measure will support activities aimed at supporting actions strengthening the operating
environment of the productive sector, particularly the tourism and manufacturing sectors.

The perception is that Madlta is merely a sun and sea destination. The objective of the
interventions included under this measure is to enhance the tourism product offered by Malta.

Cultureis closdly linked to tourism as the cultura heritage of Malta not only contributes to the
development of alocal identity but also attracts tourists. The activities under this measure seek
to invest in the conservation of Maltas heritage as a component of Malta's tourism
development strategy and aso in the improvements of publicly-owned property to enhance
accessibility and the provision of facilitiesin towns and villages, public beaches, and rura and
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marine areas. These activities are in line with the existing activities undertaken by the Malta
Tourism Authority.

Other interventions included in this measure are aimed at upgrading the service infrastructure
of the industria estates in order to satisfy the increasing demands by modern industry.
Investments in service infrastructure are intended to achieve quality improvements of existing
industrial estates (e.g. upgrading road network, signage, upgrading of open space). These
actions are in line with similar investments which are being carried out by the Government
under the national budget.

Priority Axis 2 - Developing People

Malta must capitalise on its human resources as this, together with its geographic location,
provides the basis of its comparative economic advantage and therefore to the strengthening of
the country' s competitiveness.

Malta cannot afford to waste any of its human resources and must increase the size of its
workforce by encouraging greater femal e participation, increasing standards of literacy and by
helping those with a disability to integrate into the workforce.

Malta' s economic future depends on it developing a workforce that is flexible and adjustable.
Malta's small population size means that negative changes in a sector (or even in a large
company) could have a determining impact upon employment = unless its workforce is
continuously trained and re-trained to meet changing economic redlities. Mata must be more
efficient than its far larger competitor countries in labour market planning + mismatches in
supply and demand can be resolved in larger countries by internal migration, but Malta has no
such possibilities.

Malta has no natural resources * apart from its people. Malta' s small size and dependence on
this key resource for its economic survival indicate that it must adopt policies which will
enable people to develop their skillslevels so that they can redlise their full potential within the
ever changing market place.

16.4% of the total SPD's budgetary resources have been earmarked to developing Malta s
human resources.

Due to the fact that unemployment is relatively low and that over 90% of Maltas SMEs
employ less than five employees, it is considered that sufficient financid resources have been
allocated for the attainment of the objectives set under this priority without creating
unnecessary pressures on the enterprises and labour market.

This axis has the following objectives:

X  Tosupport Malta s main future resource by improving the 2employability® of its
workforce and create more synergy between labour market demand and supply (in line
with the economy' s needs).

X  Tosupport the inclusion of persons with disability into the labour market.

X  Tosupport the upgrading (infrastructure) of educationa and VET centres.

The activities of this axis are based on the Joint Assessment of the Employment Policy
Priorities (JAP) and will be developed in the following four measures:
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2.1 Employability and Adaptability

Unless properly prepared the domestic workforce will not be in a position to sustain Malta' s
ambitions to achieve higher standards of living. The Employment and Training Corporation
has been set up to help the working age population meet the challenges and opportunities
generated by Malta's economic and social development process. Specific actions under this
measure will enable the implementation of initiativesin this area.

Support will be extended both to young people to find their first job as well as to prevent and
reduce as much as possible the incidence of long-term unemployment through mandatory
training, work placements and other initiatives.

This measure will aso include actions to strengthen the capacity of the Mata Professional and
Vocational Qualifications Award Council in order to assist in the establishment and
accreditation of national standards of occupational competence.

2.2 Gender Equality

Chapter 1 of this document highlights the disadvantages faced by women trying to access jobs,
especially in higher paid sectors. The promotion of women' s integration into the labour market,
including attempts (e.g. child minding schemes) to enable better work-life balance for working
parents will feature highly under this measure. The activities will am at increasing and
securing access to education, training and employment opportunities for women.

2.3 Lifelong Learning and Social Inclusion

The issue of the need for continuous training has been raised in the analysis under Chapter 1
and aso in the SWOT workshop held in April 2002.

The actions under this measure will include training programmes to be provided by MCAST
and assistance to SMEs in identifying training needs and implementing training programmesin
order to equip workers with the right skills to cope with and adapt to the changes in the
economic environment and to ensure that the Maltese workers make the fullest possible
contribution to the Maltese economy.

Training and human resource development needs in tourism and tourism support services,
which account for around 25% of the employed workforce in the Maltese Islands will also be
catered for by an action under this measure.

This measure will also provide research and mobility grants with the objective of strengthening
Malta s capacity with respect to research and development. Due to the fact that Malta s R&D
strategy is still being drafted, it is highly likely that R& D will feature more prominently in the
next programming period. The more pertinent issues of administrative capacity will be
addressed through appropriate projects under the transition facility and also through nationa
funds.

The analysis under Chapter 1 indicates significant labour market disadvantages faced by
disabled persons.

In the devel opment of the notion of a caring society, it is critical that adequate attention be paid
to integrate disabled persons into the labour market. It is also envisaged that specific efforts
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(e.g. employment schemes) be undertaken to encourage and support the recruitment of persons
with disability.

Moreover, the activities will aim at increasing and securing access to education, training and
employment opportunities for different groups of socially excluded persons.

2.4 Infrastructure

A weakness in the education / VET infrastructure has been identified under Chapter 1 of this
document. This measure aims at giving a boost to the upgrading and improvement of such
infrastructure, particularly the different institutes falling under the umbrella of MCAST and the
Employment and Training Corporation.

Priority Axis 3 - Rural Development and Fisheries

The Maltese Agriculture and Fisheries industry accounts for less than 2.5% of GDP, a share
that increases to a little more than 6% when the whole agri-food chain is considered. Farming
is relatively insignificant from an employment creation aspect and is typified by very small
holdings. However, besides the economic role of agriculture, it now fulfils an important social
and environmental role.

Agriculture in Malta is gradually switching to a multi-functiona role. Besides the economic
role of agriculture and other productive activities, agriculture fulfils an important socia role
through the provision of quality products and the supply of leisure and recreation activities.
The objective of the SPD interventions is to support the sustainable development of rural areas
in a context which takes into account the Maltese way of life.

In this context it isimportant to note the major issues facing farming in Malta:

X Anageing population + young people are faced with a very wide range of well paid,
service and manufacturing industry employment which offers avery attractive
alternative to the rigours and uncertainty of farming life.

X Anincreasing fragmentation of farm holdings caused by Mata s inheritance laws.

x  Water scarcity.

Land is mostly devoted to grains and forage crops, vegetables, fruits, flowers, seeds amd other
minor crops. Anima production is very intensive and includes pigs, poultry, cattle, sheep,
goats and rabbits.

The food marketing and processing industry remains mostly oriented toward loca demand and
dominated by a few companies. Sporadic exports are registered by a handful of dynamic
domestic manufacturing establishmentsin the food preparation and preserves sub-sector.

The multifunctiona character of the rural economy will be bolstered and devel oped far beyond
itstraditiona role of the production of foodstuffs.

The gross value of fisheries output is around 0.5% of GDP. Degpite its relatively low
contribution to the Maltese economy, the social importance of the fisheries sector far outweigh
its economic output. Small scale, traditional loca fisheries contribute to the supply of fresh
fish for the tourism industry and congtitutes an important element of the local tourism product.
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Regarding the fisheries sector, Malta plans to guide and speed up the restructuring of its
fisheries sector through the rationalisation and modernisation of production and other measures
which will have a permanent impact.

10.7% of the SPD'sfinancial alocation have been earmarked to this axis.
This priority axis has the following objectives:

X  Tosupport rural development measures as identified in the rural development planin
order to make Maltese agriculture more competitive.

X  Provide better protection and development of the environment (including water
resources).

X Upgradefisheriesinfrastructure.

The activities of this axiswill be devel oped through the following measures:
3.1 Investment in Agricultural Holdings

The overall objective of this measure is to promote improvements in economic performance at
the farm level through gains in productivity and competitiveness. The specific objectives of
this measure will be the following:

X  Toimprovethe factor productivity, efficiency and competitiveness of farmsin Malta
and the quality of Maltese farm produce (including the promation of higher standards
of animal welfare and hygiene, environmenta performance and water management).

X  Toencourage ahigher level of collaboration amongst farmers, particularly in the area
of water management.

The activities will be implemented through grant schemes which will support investments
related to the farm business itself. Activities such as large processing initiatives or activities
not related to the farm holding itself, would not be eigible under this measure. This measure
also excludes projects supporting the retail sector (except for farm shops). The measure will
support complementary actions such as feasibility studies, photographic surveys, field survey
measurements, EIAs and other costs concerned with the planning of such activities, project
management costs (within reasonable limits) and necessary capita investment.

The grant schemes, will be implemented in line with state aid regulations.

3.2 Improving the Processing and Marketing of Agricultural Products

The overall am of this measure is to enhance the situation of the agricultural sector by
improving the economic performance of the marketing and processing chain, through gainsin
both productivity and competitiveness. Through this measure, the agricultural product and its
contribution to the rural environment will be better appreciated by the consumers.

The measure is farmer oriented and does not support investment at the retail level and does not
support investment in processing or marketing of products from third countries. Processors
applying for funding would have to show that they are in partnership with Maltese farmers who
share in the benefits of any investment.

The measure will beimplemented through a grant scheme in line with state aid regulations.
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3.3 Fishing Port Facilities

This measure aims at improving the conditions under which fishery products are landed,
treated and stored in ports. The investments will include infrastructure providing the supply of
fuel, ice and water, the maintenance of and repair of fishing vessels and septic tank unloading
facilities, and improvement of jetties and sheltered areas with a view to enhancing safety
during loading of products or during the time that fishing vessels are berthed.

3.4 Marketing and Processing, Aquaculture and Fleet Renewal and M oder nisation

This measure will support the modernisation of existing aguaculture units and existing
processing units. Maltese fisheries need to improve these areas if the value-added to the same
fishery products landed is going to maintain this sector sustainable.

The measure will aso aim at improving the sanitary and environmental conditions on existing
units aswell asthe improvement in technological and quality systems of existing units.

The final beneficiaries of these measures include fish farmers and their operators, processors
and tradesmen and fishermen.

3.5 Small Scale Coastal Fishing and Adjustment of Fishing Effort

Presently the fisheries sector is facing the challenge to modernise and improve the working
conditions and safety of fishing vessels without at the same time increasing the overall fishing
capacity of the fleet while maintaining this high percentage of traditional vessels. These
vessds can only be used for small scale coasta fisheries and therefore the right balance
between artisina and industria fleets has to be sought to ensure a sustainable exploitation rate
of the resources. The objective of this measure (in conjunction with the action fleet renewal
and modernisation under measure 3.4) is to maintain this balance within the fleet and between
the harvests and the resources.

The action of small scale coastal fishing aims to improve the sanitary and working conditions
of the fishermen falling under this category and to promote innovations on small scae coasta
vessdls.

Priority Axis4 - Regional Distinctiveness (Gozo Special Needs)

Gozo suffers from double insularity since it is on the periphery of another small idand. The
problems arising from this double insularity are various, including constraints on the
movement of persons, goods and services, as well as financial expense and time delays. These
factors impact negatively on all sectors of the economy notably tourism, manufacturing and
agriculture, and also limit the accessibility to important services such as education and health.
Other issuesidentified are the environmental fragility and the limited employment possibilities.

The Gozo Specia Needs Assessment was finalised in May 2002. The study identifies the
problems arising from double insularity and proposes a specia priority for Gozo under Malta' s
SPD in order to ensure that Gozo's problems are addressed. This proposa has been accepted
in the negotiations between Madta and the European Commission under the regional policy
chapter of the Acquis. This priority axisisbased on the needs arising from this study.

10% of the SPD' stotal resources have been allocated to this axis.
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This axis has the following objectives:

X Tofacilitate the integration of the Maltese territory.

X To contribute to the upgrading of basic infrastructure in Gozo and increase the
competitiveness of the tourism sub-sector by supporting niche markets and improve
the marketing of the Gozo tourist product.

x  To support human resources development, particularly addressing demand and supply
mismatches of the Gozitan labour market with aview to increasing the employment
rate in Gozo.

The activities of this axiswill be devel oped through the following measures:
4.1 BasicInfrastructureand the Development of the Tourism Sector

The actions to be included under this measure will address the upgrading of basic infrastructure
in Gozo particularly those arising from its double insularity.

The double insularity of Gozo negatively affects also tourist inflows to Gozo, due to the
expense involved in the inter-isand crossing as well as discontinuities and uncertainties
associated with the transport services. Uncertainties give rise to risks which often keep back
tour operators and travel agents from marketing Gozo as atourist destination.

Interventions under this measure will support the transport network in Gozo and other basic
infrastructure for public services (education, health) in Gozo. The actions aimed at the
development of the tourism sector will address the development of niche markets for Gozo and
improve the tourism infrastructure and services in Gozo (including the restoration of historical
and cultural sites) in order to develop the tourism sector and improve the globa packet offered
to the tourist.

The measures under this priority will be based on the Gozo Specia Needs Assessment.

There will be coordination between the actions co-financed under the ERDF and those co-
financed by the Cohesion Fund.

4.2 Human Resources

The unemployment rate in Gozo is comparable to that in Malta, however the rate of inactivity
in Gozo is higher. In addition there is a high rate of underemployment in both the public and
private sectors. Moreover, a relatively substantial number of the Gozitan gainfully occupied
work in Malta. Low incomes could be partly the result of underemployment and the lack of
adequate employment opportunities.

The activities included under this measure will aim to improve the conditions of employability
and the devel opment of skillsin Gozo.

The actions under this measure aim to improve the employability, adaptability and skills of the
human resources in Gozo through investments in training, with special emphasis on addressing
gender equality disparities.

Thismeasureisin line with the priorities proposed under the Gozo Special Needs Assessment.
The activities under this measure are also in line with the priorities of the Joint Assessment of
the Employment Policy Priorities (JAP).
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Priority Axis5 - Technical Assistance

The technica assistance is a requirement under article 23 of the Genera Regulation of the
Structural Funds and will be used for actions in connection with monitoring, management,
evaluation, control, information and publicity of the SPD.

The objective of this axisisto facilitate the necessary conditions (through technica assistance)
for the effective application of the regulations and the smooth implementation of the SPD with
the objective of optimizing the efficiency of the intervention.

Included in this axis, there will be the acquisition and beginning of the management
information systems of the SPD and the accomplishment of the studies.

This priority has two measures. Measure 5.1 Technical Assistance (ERDF) and Measure 5.2
Technical Assistance (ESF). Around 1.8% of the SPD's total resources have been allocated tot

this axis.

Table of Axesand M easures

Summary of Axesand Measures

AXis

Measure

1. Strategic Investments and
Strengthening Competitiveness

1.1 Improving the Environment Situation (ERDF)
1.2 Transport Infrastructure (ERDF)

1.3 Support to SMEs (ERDF)

1.4 Support to the Productive Sector (ERDF)

2. Developing People

2.1 Employability and Adaptability (ESF)

2.2 Gender Equality (ESF)

2.3 Lifdlong Learning and Socia Inclusion(ESF)
2.4 Infrastructure (ERDF)

3. Rura Development and
Fisheries

3.1 Investment in Agricultural Holdings (EAGGF)

3.2 Improving the Processing and Marketing of Agricultural
Products (EAGGF)

3.3 Fishing Port Facilities (FIFG)

3.4 Marketing & Processing, Aquaculture and Fleet Renewal
and Modernisation (FIFG)

3.5 Small Scale Coastal Fishing and Adjustment of Fishing
Effort (FIFG)

4. Regiond Distinctiveness
(Gozo Specid Needs)

4.1 Basic Infrastructure and the Development of the Tourism
Sector(ERDF)
4.2 Human Resources (ESF)

5. Technical Assistance

5.1 Technica Assistance (ERDF)
5.2 Technica Assistance (ESF)
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Digtribution of EU Assistance:

European Commission Investment in the SPD for Mata (2004-2006)

AXis Amount %

1 35.600.000 60.1%
2 9.800.000 16.6%
3 6.600.000 11.2%
4 6.000.000 10.2%
5 1.100.000 1.9%
Tota 59.100.000 100.0%

The Structural Fund component of Malta's SPD (2004-2006), is 59.100.000 Euros which
represents only 1.57 % of Malta's GDP in 2001 (at market prices).

In terms of budgetary allocation the priorities are the following:

Priority number 1, Basic Infrastructure and Srengthening Competitiveness, is the most
important. This priority ams to strengthen Maltd's competitiveness by improving
infrastructure particularly in the areas of environment and transport, and assisting the
productive sector both by public infrastructure and also by providing grants.

Priority number 2, Developing People, is the second most important priority in terms of
budgetary allocation. This priority intends to improve the levels of employability, adaptability
and the skills of Mata's human resources and aso address specific actions under gender
equality and social inclusion.

Rural Development and Fisheries is priority number three in terms of budgetary alocation.
This priority aimsto achieve a2qualitative’ improvement of the sector in general.

Priority number 4, Regional Distinctiveness, is priority number four in terms of budgetary
allocation.

Priority number 5 Technical Assistance isthe 5" priority in terms of budgetary allocation.
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3.3 Technical List of Axes

AXxis1

SPD. TECHNICAL LIST OF AXIS

OBJECTIVE: 01

COMMISSION CODE:

SPD : Malta

AXIS: Strategic Investments and Strengthening Competitiveness
FUND: ERDF

OBJECTIVES:
f To improve the state of Malta s socio-economic infrastructure with particular emphasis on the
environment.
f  To strengthen the competitiveness of the productive sector

INDICATORS:

Output:

Capacity improvements of waste disposal/recycling facilities (% increase).
Kms of water pipes laid.

Kms of road upgraded/constructed.

Number of SMEs (old and new) receiving financial support.

Areaof industria sites upgraded.

Number of cultural sites restored.

~h R R R~k —h

Result:

Number of households served by new/improved networks.
Number of households covered by waste separation.
Satisfaction rate of motorists.

Direct private investment in financially supported SMEs.
SMEs satisfied with obtained assistance.

~h R~k ~h

Impact:
f  Improvement of quality of coastal waters
f % overal compliance with drinking water directives
f  Improved port monitoring of maritime traffic/border control
f Number of visits per year to supported facilities.

DESCRIPTION:

This axis aims at addressing some of the needs for infrastructure in the country and assisting the
development of the productive sector to strengthen its competitiveness.

On the one hand investmentsin infrastructure are aimed at:
f Investments in environmental infrastructure (in particular with regard to waste and water) aim at

assisting the countries in complying with the relevant Community Directives in these areas.
f Theimprovement of the transport infrastructure.

107




f Improving the tourism infrastructure and services, and in general, improve the tourism product
offered in Mata. Malta has a wealth of cultural heritage sites. Conservation and restoration of
such sites and the improvements to publicly-owned property (in terms of accessibility and
provision of facilities in towns and villages, public beaches, and rural and marine areas) are the
main areas of intervention in this sector.

f Upgrading the service infrastructure of the industrial estates, in order to satisfy the increasing
demands by modern industry.

On the other hand grant schemes addressed to SMEs (tourism and manufacturing) are intended to assist the
manufacturing sector and also tourism enterprises in continuing their efforts of modernization and
improving the design of their product, pursuing policies of research and development and the application of
new technologies.

Financial weight:
The investments included under this axis represent 61.1% of the total SPD. Measures 1.1, 1.2, 1.3and 1.4
make up the interventions foreseen under this axis.

MEASURES:

1.1 Improving the Environment Situation (ERDF)
1.2 Transport Infrastructure (ERDF)

1.3 Support to SMEs (ERDF)

1.4 Support to the Productive Sector (ERDF)
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AXis?2

SPD. TECHNICAL LIST OF AXIS

OBJECTIVE: 01
COMMISSION CODE:
SPD : Malta

AXIS: Developing People
FUND: ESF, ERDF

OBJECTIVES:

f

To support Malta's main future resource by improving the @employability and adaptability® of its
workforce and create more synergy between labour market demand and supply (in line with
economy’ s needs).

f  Tosupport theinclusion of persons with disability into the labour market.
f  Tosupport the upgrading (infrastructure) of educational and VET centres.
INDICATORS:

Output:
f  Number of persong/trainerstrained (by gender).
f  Volume of training provided (number of hours and number of participants).
f  Number of SMEs assisted.
f  Number of training places created.
f  Number of courses offered.
f Rate of coverage (number of persons enrolled as a % of the number of long-term employed).
f  Number of unemployed disabled and people with special needs assisted (by gender).
f  Number of projects to advance family friendly policies.
f  Floor space constructed/refurbished.

Result:
f Raising of qualifications (number of beneficiaries obtained a certificate) + by gender.
f Increasein duration of work experience (by gender).
f  Success/satisfaction rate of beneficiaries (by gender).

Impact:
f  Placement rate of beneficiaries after assistance (by gender)
f Increasein female activity ratesin the labour market.

DESCRIPTION:

This axis aimsto increase the level of employability, adaptability and skills of the human resourcesin
Malta. Specific actions are foreseen with respect to gender equality and social inclusion. The actions under
this axiswill be complemented with a measure aimed at addressing the needs on social infrastructure
(training and VET centres).

Training courses, particularly vocational training, aim to increase the level of employability, adaptability
and skills of the Maltese labour force. Special training for women complemented with actions that address
the balance between the home and the working place will seek to increase the rate of employment of
Maltese women. Studies and publicity campaigns will be carried out in order to ensure the attainment of
these objectives.

109




The investment in human resources related infrastructure will increase the capacity and the quality of the
socia infrastructure, particularly those related to vocationd training.

Financial weight:
The investments included in this axis represent 16.4 % of the total SPD. There are five measures foreseen
under thisaxis: 2.1, 2.2,2.3, 2.4.

MEASURES:

2.1 Employability and Adaptability (ESF)

2.2 Gender Equality (ESF)

2.3 Lifelong Learning and Social Inclusion (ESF)
2.4 Infrastructure (ERDF)
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AXis3

SPD. TECHNICAL LIST OF AXIS

OBJECTIVE: 01

COMMISSION CODE:

SPD : Malta

AXIS: Rural Development and Fisheries
FUND: EAGGF, FIFG

OBJECTIVES:
f To support rural development measures as identified in the rural development plan in order to
make Maltese agriculture more competitive.
f  Upgrade fisheriesinfrastructure and support the fisheries sector.

INDICATORS:

Output:
f  Number of agricultural holdings assisted.
f  Number of assisted business unitsin food processing industry.
f Upgraded areain ports (number of landing facilities upgraded or access improved).

Result:
f Farmsand business unitsin food processing sector complying with EU standards.
f Increase of processing capacity (%).

Impact:
f  Improvement in economic performance in agricultural and related activities.
f  Increase in employment productivity in fish processing/aquaculture industry.
f Employment safeguarded after 2 years of assistance

DESCRIPTION:
This axis aims to support investments in both the agriculture and fisheries sectors.

Grant schemes aim to support investments in farms and also in the marketing and processing components
of the chain to promote improvements in economic performance at the farm level through gainsin
productivity and competitiveness.

In the fisheries sector similar grant schemes will support the modernisation of existing aquaculture units
and existing marketing and processing units. Smaller grants aim to improve the sanitary and working
conditions on and the promotion of innovations on small scale coastal vessels. These grants will be
complemented with investments in port facilities which will specifically aim at improving the conditions
under which fishery products are landed and stored in ports.

Financial weight:

The investments under this axis represent 10.7% of the total SPD. There are five measures foreseen under
thisaxis: 3.1, 3.2, 3.3, 3.4 and 3.5

MEASURES:

3.1 Investment in Agricultural Holdings (EAGGF)

3.2 Improving the Processing and Marketing of Agricultural Products (EAGGF)
3.3 Fishing Port Fecilities (FIFG)
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3.4 Marketing & Processing and Aquaculture & Fleet Renewal and Modernisation (FIFG)
3.5 Small Scale Coastal Fishing and Adjustment of Fishing Effort (FIFG)
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AXxis4

SPD. TECHNICAL LIST OF AXIS

OBJECTIVE: 01

COMMISSION CODE:

SPD : Malta

AXIS: Regional Distinctiveness (Gozo Special Needs)
FUND: ERDF, ESF

OBJECTIVES:
f Tofacilitate the integration of the Maltese territory.
f  To contribute to the upgrading of basic infrastructure in Gozo and increase the competitiveness of

the tourism sub-sector by supporting niche markets and improve the marketing of the Gozo tourist
product.

f  To support human resources development, particularly addressing demand and supply mismatches
of the Gozitan labour market with a view to increasing the employment rate in Gozo.

INDICATORS:

Output:
f Kmsof road constructed.
f  Number of education/health institutions upgraded.
f  Number of assisted sites.
f  Number of projects completed under the measure.

Result:
f Satisfaction rate of users.
f  Number of services available in Gozo.

Impact:
f  Number of visits per year to supported facilities.
f Increasein the number of visitorsto Gozo.

DESCRIPTION:

The main objective of this axis is to address special needs of the island of Gozo. The interventions under
this axis arise from the Gozo Specia Needs Assessment of May 2002. The interventions represent an
additional effort for the Island of Gozo.

Gozo suffers from double insularity. Double insularity impacts negatively on all sectors of the Gozitan
economy notably tourism, manufacturing and agriculture, and also limits the accessibility to important
services such as education and health.

This axis will support actions aimed at improving Gozo's basic infrastructure including transport and other
services such as education and health. Special emphasis will be given to the problems originating from
double insularity.

Infrastructure investments in the tourism sector are aimed at improving the potential of Gozo to tap niche
markets improving tourist facilities whilst maintaining and strengthening (if possible) the traditions and
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crafts of Gozo, which are linked to the tourism sub-sector.

Investments in training courses and infrastructure (mainly education and VET centres) aim to improve the
employability, adaptability and skills of the human resources in Gozo, with special emphasize to gender
equality disparities.

Financial weight:
The investments included under this axis represent 10% of the total SPD. The interventions foreseen under
this axis have been grouped under two measures: 4.1 and 4.2.

MEASURES:
4.1 Basic Infrastructure and the Development of the Tourism Sector (ERDF)
4.2 Human Resources (ESF)
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AXis5

SPD. TECHNICAL LIST OF AXIS

OBJECTIVE: 01
COMMISSION CODE:

SPD : Malta

AXIS: Technical Assistance
FUND: ERDF, ESF

OBJECTIVES:

The objective of this axisisto facilitate the necessary conditions (through technical assistance) for the
effective application of the regulations and the smooth implementation of the SPD with the objective of
optimising the efficiency of the intervention. This axiswill also include technical assistance projects which
will support the Maltese Authorities in complying with all the management requirements and obligations
under the relevant Regulations (including monitoring and eval uation)

INDICATORS:

Number of studies carried out

DESCRIPTION:
This axis includes the performances programmed by the Maltese Government among others:

Studies related to the implementation of the programme

Information and publicity of the SPD

Actions linked to monitoring and control of the SPD

I.T equipment for the management and monitoring of the programme

Ex-post evaluation of the SPD

Expenditures related to the technical work of the network of the authorities for environment.
Analysis and studies concerning the programming of the next period

~h R R —h —h —h —h

To guarantee the management, implementation, monitoring and control as established under rule no. 11 of
(EC) Regulation 1685/2000 of 28" July on eligible expenditure

Financial weight:
The actions included in this axis represent 1.8% of the total SPD. The interventions foreseen under this
axis, are al included under measure 5.1 and under measure 5.2.

MEASURES:
5.1 Technical Assistance (ERDF)
5.2 Technica Assistance (ESF)

115




Chapter 4 Ex-Ante Evaluation

Background

An ex ante evaluation of the Single Programming Document has been carried out by an
independent team™ a the request of the Planning and Priorities Co-ordination Directorate,
designated as the future Managing Authority in line with Article 9(n) of EC Regulation
1260/99.

The present exercise of evaluation abides by the guideines set out in Working Paper 2 issued
by the Directorate Genera XVI Regiona Policy and Cohesion of the European Commission,
and consequently aims at the fulfilment of the following main objectives:

f An assessment of whether the overall Plan is an appropriate means for addressing the
basic issues confronting the country, given the strengths, weaknesses, and potential of
development of Malta. This shall be based upon an in-depth analysis of the socio-economic
context, in order to verify that the priority to be assigned to the vari ous socio-economic needs.

f An assessment of whether the Plan has well defined strategic axis, priorities and
objectives and if it reflects an informed opinion as to whether these are relevant and can
actually be achieved. On one hand, this implies the appraisal of the degree of consistency
between needs, objectives, activities and their intended results; on the other, ensuring the
integration of the priorities of the Plan with their contribution to social and economic cohesion
objectives.

f A contribution to the establishment of a basis for both monitoring and future
evaluation work.

f An analysis on the adequacy of the implementation and monitoring arrangements, and
the project selection procedures and criteria.

f An appraisal of the implementation and monitoring mechanisms relating cross-cutting
priorities on environment and promotion of equal opportunities between women and men.

Summing-up, the objective of Ex-Ante Evaluation is to improve and strengthen the fina
quality of the Single Programme Document under preparation.

Enrique Martinez Cantero and José Luis Dugue Lezama (Quasar,S.A: Investigaciones y Asistencia
Técnica).
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Basisfor the evaluation

The exercise of the Ex-Ante Evaluation has been based upon an examination of government
rulings, planning documents, statistics and specific studies on relevant issues for the programming
process. The following documents have been reviewed:

f aThe National Development Plan for Economic and Social Cohesion 2003-2006°.
Ministry for Economic Services. 2002.

f astatistical Yearbook 2002°. Nationa Ingtitute of Statistics. 2003.

f aMalta Tourism Authority Strategic Plan 2000-2002°. Malta Tourism Authority. 2000.

f aMalta Tourism Authority Strategic Plan 2002-2004°. Malta Tourism Authority. 2002.

f aCarrying Capacity Assessment for Tourism in the Matese Idlands®. Ministry of Tourism.
2001.

f aThe Economic Impact of Tourism in Maltal. Malta Tourism Authority. 2002.

f aTourism Statistics for the Y ear 2001°. Malta Tourism Authority. 2002.

f aSpecia Needs Assessment Study for the Island of Gozo®. Office of the Prime Minister,
Ministry for Gozo, D.G.Regio. 2002.

f aThe Rural Development Plan for The Maltese Idands®. Ministry for Agriculture and
Fisheries. 2002.

f aGender Equality Action Plan 2003-2004°. Employment and Training Corporation. 2002.

f aReport of the National Steering Committee on the Implementation of the Nationa
Minimum Curriculum®. Ministry of Education. 2001.

f aCreating Inclusive Schools. Guidance for the Implementation of the NCP on Inclusive

Education®. Ministry of Education. 2002.
f aEmployment and Industrial Act. 2002.

f agquality for Men and Women Act. 2002.

f aJoint Assessment of the Employment Policy Priorities of Malte®. Government of Malta
and European Commission Directorate General for Employment and Social Affairs. 2001.

f aA Solid Waste Management Strategy for the Maltese Idands®. Ministry for the
Environment. 2001.

f aTransport Infrastructure Needs Assessment®.2002.

f alist of Project Proposals of the Fifth Italo-Maltese Financial Protocol®. 2003.

Besides this, a series of interviews and meetings have been held with the Director of the Planning
and Priorities Co-ordination Directorate, the Advisor for the accesson process, and
representatives of al the bodies that will be in charge of the implementation of the different
actions envisaged in the Single Programming Document.

Assessment of the analysis of the current situation

The Single Programming Document contains a thorough description and appraisal of the physical,
demographic and economic traits of Madlta, that trandates into a detailed identification of
strengths, weaknesses, opportunities and threats. The socio-economic analysis has made proper
use of all relevant dtatistical information on Malta from national and European sources. It has to
be stressed that a sufficient statistical base exists at nationa level, but so far regiona statistics are
not available. A specia effort to fill this gap is now under way, that will soon provide specific
and separate information for Malta and Gozo. This is of particular importance for Axis 5:
aRegional Distinctiveness (Gozo Special Needs)®.
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A review of the information contained in the Single Programming Document leads to conclude
that the combined effect of geographical and demographic features of Malta explain most part of
its possibilities and constraints for future sustainable devel opment.

On the negative side, the small size and fragmentation of the insular territory trandates into a
modest population carrying capacity and consequently shortage of the 2critical mass® needed to
feed processes of economic development. At the same time, Malta s tiny territory suffers from an
exaggerated human density that has brought about a strong competition for land uses and
simultaneoudly a huge pressure on the environment. Demographic density is aready close to an
acceptable limit, though total population is still under 400,000 inhabitants. An additional problem
isthe unequal distribution of the population, that entails a high concentration of servicesin Malta,
meaning a situation of double insularity for the comparatively few inhabitants of Gozo.

On the positive side, geography & so opens promising economic opportunities, given the strategic
location of Mdtain the Mediterranean region.

The analysis contained in the Single Programming Document highlights the poor condition of
basic infrastructures, specially when it comes to the management of waste, absolutely insufficient.
Less serious, but far from being negligible, are the existing shortcomings of transport
infrastructures. Table 1 and Table 2 shows the context indicators selected by the Directorate of
Regional Policy.
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Tablel Context Indicators

Unit Y¢ Mal EU ] Source
Economy
2" Progress Report on
GPD/Head (PPS) EU 15=100 Efj?ggg‘ég‘mﬁg%‘r’]ha on
Eurog 19 52.4 10(January 2001
GPD/Head (PPS) EU 15=101 Eurog 19 55.1 10¢ Id.
Employment by sector (% of total) Id.
Agriculture % of tof 20 2] 4.3 Id.
Industry % of tof 20 32.4 28. Id.
Services % of to 20, 65. 65. Id.
Labour Mar ket
Unemployment rate 20 6.8 84 Id.
Long term unemployment 20, 44. Id
Female 20 7.3 9.9 Id.
Young 13. 16. Id.
Employment rate 20 Id.
Tota 20 54 63. Id
Female 33.1 54. Id.
Male 75.5 73. Id.
Demography
Inhabitants 1000 vi 19 381 3769 Id.
Population Density Inh/Kn| 19 116, 118 Id.
%of population aged: Id.
<15 19 20. 17 Id.
15-64 19 67.1 67| Id.
>65 19 12. 16 Id.
Health
Life expectamce at birth (years). Men 20 76. 75.] Eurostat news Release 14
Life expectamce at birth (years). Women 20 80. 81.4 Eurostat news Release 14
Infant mortality per 1000 live births 20, 4.4 4.9 Eurostat news Release 14
Number of physicians per 100.000 inhab. 20, 26¢ 374 Eurostat news Release 14
Number of hospital beds per 100.000 inhab. 20 544 630 Eurostat news Release 14
[Telecommuni cations
Number of mobile telephones per 100 inhabitant 20 60 72| Eurostat news Release 14
Number of mobile computers per 100 inhabitant 20 23 30| Eurostat news Release 14
Number of Internet users 100 inhabitant 20, 25 31] Eurostat news Release 14
[Transport
Km roads total TINA Network 96 75.3
Km Roads & Rail TINA Network per inhab 20| 246, 400, TINA
Number of cars pero 100 inhabitants 49 47| Eurostat news Release 14
Environment
Utilised agricultural areain % of total area 20 34. 40.] Eurostat news Release 14
CO2 Emissionsin t CO2 pero inhabitant 20, 6.4 8.8] Eurostat news Release 14
Minicipal waste in Kg produced per inhab. 20, 494 534 Eurostat news Release 14
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Table2 Context Indicators

Ur Y eal Maltg Source
Labour Mar ket
% of labour force with primary level education 200] 19.7% Labour force Survey
% of labour force with secondary level education 200 53.7% Labour force Survey
% of labour force with first degree or post-graduate qualification 200] 8.2%]| Labour force Survey
Education
Enrolment at different levels of education
Primary (% of total population) 9 200 8.85| Maltain figures (NSO)
Secondary /% of total population) 9 200! 8.38| Maltain figures (NSO)
Tertiary (% of total population) 9 200 1.64| Maltain figures (NSO)
Vocational (% of total population) 9 200 1.11| Maltain figures (NSO)
[Transport
Length of road Network per 100 square Km 200] 22.54 NSO
Rate of motorization (licensed vehicles/1000 inhab.) 200 631 | Maltain figures (NSO)
Rate of motorization (passenger cars/1000 inhab.) 200 465 | Maltain figures (NSO)
Roads casualties per 1000 inhabitants 200! 3 | Maltainfigures (NSO)
Passengers using public transport 200 31.2
Passenger s using public transport/100 inhab. Mil 200 8062
Enviromenment
Protected Land
% Surface Protected Land/Total Surface 200 9.3 MEPA
Surface Protected Land 200 3 MEPA
% Surface of Areas of Ecological Importante or Sites of Scientific Interest 200 32 MEPA
% Surface of Areas of Ecological Importante or Sites of Scientific Interest/ Tota 200] 11.3 MEPA
\Water Resources 11,53
Renewable Water Resources ('000m°) 199 32.49 NSO
Renewable Water Resources ('000m°) per capita 199 63,88 NSO
Total Water Abstraction ('000m°) per capita 200 200 NSO
Solid Waste 200 NSO
Generation of Solid Waste 1,515,2!
Municipal Solid Waste/ Total of Solid Waste 9 200 13.2 NSO
Industrial Solid Waste/Total of Solid Waste 9 200 6.9 NSO
Construction & Demolition/ Total of Solid Waste 9 200 79.6 NSO
Sewage Sludge/ Total of Solid Waste 9 200 17 NSO
Hazardous Waste Tol 200f 7,750 NSO
\Waste disposal in public landfills To 200§ 135609 Maltain Figures
\Waste disposed in Composting Plant (Sant'Antnin) To 200§ 31,38] NSO
Incinerated Waste Tol 200§ 2,300 NSO
Energy
[Total Generated (‘000 Kilowatt Hour) 199 191662 Enemalta Coprporation
Used in station (‘000 Kilowatt Hour) 199 11497] Enemalta Corporation
Consumed Enemalta Corporation
Industrial/of total consumed 9 199 27 | Enemalta Corporation
Commer cial/of local consumed 9 199 25 | Enemalta Corporation
Domestic/Of total consumed 9 199 29 | Enemalta Corporation
Street Lighting/of total consumed 9 199 2 | EnemaltaCorporation
Otherg/of total consumed 9 199 17 | Enemalta Corporation

Source: Directorate of Regional Policy

Summing up the SWOT analysis contained in the Single Programming Document, and adopting an
strategic approach, the internal analysis shows the following main weaknesses and strengths of

Malta

Weaknesses

f Small sizeand fragmentation of the local market, due to aweak integration between
Maltaand Gozo. Thisisland suffersfrom poor conditions of accessibility.
f Serious environmental problems. Critical deficienciesin sewage disposal, sewerage

system, and management of solid waste.

f Shortcomingsin the education of human resources, and insufficient development of

vocationa training.
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f Weak linkages between the different branches of Malta economic structure, particularly
between local businesses and foreign companies located in the country.
Strengths
f Strategic location of Matain the Mediterranean region, between North African countries
and the huge European market.
f Strong potential to attract tourism, based upon good climate conditions and heritage.
f Updated infrastructure to serve the demands of maritime transport and associated logistic
activitiesin the Mediterranean region.
f Substantial development achieved by the adoption of new technologiesin the field of
electronicsindustries.
f Programmesto improve environmental conditions and vocational training schemes are
under way.
f Ontheother hand, the external analysis, shows the main following trends that outline
threats and opportunities for Malta:
Threats
f Strong competition among tourist destinations in the Mediterranean region, whose market
share is dropping.
f Increasing demands of environmenta quality in tourist markets: progressive appreciation
of environmentally friendly destinations.
f Tough competition among logistic and transhipment centres in the Mediterranean
countries.
Opportunities
f Significant shift of tourist demand toward heritage and culture-rich destinations.
f Possbility of consolidating and strengthening the role of Mdta as a service centre for
maritime transport.
f Opening of fresh opportunities for Malta to play a significant role in the globa market

thanks to the development of communi cation technol ogies and information society.

The framework of the Single Programming Document Strategy

The Single Programming Document axis and measures have been defined taking into account the
goas and objectives set up in the National Development Plan for Social and Economic Cohesion
2003-2006, as well as sectoral programmes and policies drawn up by the different Departments of
the Maltese Government™ And the specific formulation of actions to be included in the Single
Programming Document are also the result of a process of participation of stakeholders (trade
unions, professional associations, non government organizations, etc.).

The National Development Plan establishes the overall goal of 2Catching up with the average
level of socio-economic development of the European Union°. To fulfil this purpose, the
following objectives have to be fulfilled:

f
f
f

To strengthen competitiveness of the productive sector and improve itsinternational
competitiveness.

To attain the optimum use of Malta' s human resourcesin amanner that encourages an
incresse in the size of the work force.

To promote a sustainabl e use of the environment and to assist Maltain the
implementation of the European Union environment directives and regulations.

Asreferred in paragraph 4.1.
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f Toensurethat economic development is equitably spread socially and geographically.

From thisfirst level of objectives, a series of operational objectives can be identified, in order to
build an 2objectivestree®.

¥ First level Objective 1: To strengthen competitiveness of the productive sector and improve its
international competitiveness.

f Promoting entrepreneurship and business diversification (1.1.).

f Promoting innovation and introduction of new technologies of product, process and
management (1.2.).

f Increasing the international role of the Maltese companies (1.3.).

f Maintaining the role and weight of tourism in the Maltese economic structure (1.4.).

f Promoting competitiveness and efficiency of farms and fisheries. (1.5.).

¥, First level Objective 2: To attain the optimum use of Madta s human resources in a manner
that encourages an enlargement of the work force.

f Fostering employment opportunities and increasing employment rate of women and
young people (2.1.).
f Increasing employability and adaptability of the workforce through education and

vocationa training programmes (2.2.).

¥ First level Objective 3: To promote a sustainable use of the environment and to assist Malta
in the implementation of the European Union environment directives and regulations.

f Devel oping a comprehensive waste management system. (3.1.).

f Increasing the efficiency of water and energy supply and distribution infrastructure, and
improving the quality of drinking water (3.2.).

f Improving the quality of downgraded urban and rural spaces(3.3.).

¥ First level Objective 4: To ensure that economic development is equitable spread socialy and
geographically.

f Enhancing safe internal and external accessibility through the upgrading of transport
infrastructure (4.1.).

f Promoting woman participation and social inclusion (4.2.).

f Strengthening geographical and economic linkages between islands and local businesses
4.3).

Relevance and consistency analysis

According to the aforementioned @Working Paper 2°, Ex-Ante Evaluation should help understand
to what degree priorities correspond to the ranking of disparities and needs, and must judtify the
priorities according to the global objectives of economic and socia cohesion. Ex-Ante Evaluation
has also to provide an appraisal of the internal consistency between, on one hand, the strategic
objectives as defined in the Single Programming Document and, on the other hand, the
operational and specific objectives as defined at measure level. As for externd consistency of the
Plan, interventions should be compatible with national macroeconomic and budgetary policies, as
well as Community policies and rules. The evaluation of the rationale and overall consistency of
the strategy are among the fundamental elements in the justification of the policy mix, and the
share and weight each priority and strategic axis has been assigned. The Ex-Ante Evaluation
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should provide an appraisal as to the consistency between the strategic, specific and operational

objectives.

Relevance analysis

This exercise consists of matching level 2 objectives against weaknesses identified in Malta's
SWOT analysis, in order to check the relevance of weaknesses are served by the strategy. Table 3
shows that all weaknesses are addressed by the objectives pursued. And Figure 1 indicates to

what extent

Table 3. Objectives versus Weaknesses

OBJECTIVES

WEAKNESSES

Promoting entrepreneurship and business diversification.

Primary and secondary sector are losing weight in terms of their
contribution to GDP.

Promoting innovation and introduction of new technologies of
product, process and management.

Strength in IT under-exploited.

Increasing the international role of Maltese companies.

Small size of enterprises.

Maintaining the role of. and weight of tourism in the Maltese
economic structure.

Inadequate tourist product development. Perception of Maltaas a
sun and sea destination.
Underdevelopment of Gozo's tourism sector.

Promoting competitiveness and efficiency of farms and fisheries.

Low level of capital investment in the agricultural sector.
Fishing industries are mostly artisanal.
Fishing port facilities and processing and market structures are not
adequate.

Fostering employment opportunities and increasing employment
rate of women and youths.

Low employment rate..

Increasing employability and adaptability of the work force
through education and vocational training programmes.

Lack of intensive educational campaign.
Labour market supply/demand mismatches.
Underfunding of vocational training
Underfunding in education and VET infrastructures.
Inadequate incentives for private sector education.

Development of a comprehensive waste management system.

General environment degradation.
Bad management of waste.
Small size of theisland allows no hinterland for locating unsightly
activities such as quarries and landfills.

Increasing the efficiency of water and energy supply and
distribution infrastructure, and improving the quality of drinking
water.

Inadequate water conservation measures (losses in the distribution
systems).
Illegal boreholes tapping the aquifers.
Poor management and regulation of water resources.
Natural monopoly for energy.
One source of energy production.

Improving the quality of downgraded rural and urban spaces.

General environment degradation.
Insufficient and inappropriate factory space for current industry
requirements.

Enhancing safe internal and external accessibility trough the
upgrading of transport infrastructure.

Insularity and fragmentation of the territory.
Poor road infrastructure-
Lack of port safety and borders control.

Promoting woman participation and social inclusion.

Low employment rate.
Underfunding of vocational training.
Underfunding in education and VET infrastructure.
Lack of intensive education campaign.

Strengthening geographical and business linkages.

Insularity and fragmentation of the territory.
Small size of internal market.
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Figurel. Weaknesses addressed by Objectives
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Synergies of the strategy

An approach to the synergy of Mdta's devel opment strategy has been carried out through the
identification of linkages between objectives. The exerciseis meant to classify objectivesinto
four categories:

f
f
f

f

Strategic: those having a strong influence on the fulfilment of other objectives and at the same
time are very sensitive to the achievement of other objectives.

Influential :those that have a strong influence on other objectives but are not very sensitive to
the fulfilment of others.

Sengitive: those that depend on the achievement of other objectives and have no sgnificant
influence on other objectives.

Independent: those that are neither influential nor sensitive.

Table 4 scores the influence of each objective on the achievement of the others: 5 points means a
high influence; 2 points a moderate influence; and 0 points no influence (see Figure 2)
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Table4 Objectives versus Objectives

Objetives 11 12 13 14 15 21 22 31 32 33 41 42 43 Total

11 0 2 5 5 5 5 5 2 2 2 0 2 5 40
12 5 0 5 5 5 2 2 5 5 2 2 2 2 42
13 2 2 0 2 2 5 5 2 2 2 5 2 5 36
14 2 2 5 0 0 5 5 2 5 5 0 2 2 35
15 2 2 2 2 0 2 2 5 2 5 0 2 2 28
21 5 2 0 5 0 0 2 0 0 0 0 5 2 21
2.2 5 5 2 2 2 5 0 5 5 5 2 5 2 45
31 2 2 2 5 5 5 2 2 2 5 2 2 2 38
3.2 5 2 2 5 5 5 2 2 0 5 0 2 5 40
33 2 2 2 5 5 2 0 2 2 0 2 5 2 31
4.1 5 2 5 5 5 5 0 2 2 5 0 5 5 46
4.2 0 0 0 2 2 5 5 2 2 5 0 0 2 25
4.3 5 5 5 2 2 5 2 2 2 2 2 5 0 39
Total 40 28 35 45 38 51 32 33 31 43 15 39 36 466
Figure2 Classification of objectives
Strategic
Sensitive m21
m 33 " 14
425 15 =11
L 43
[] 3.& 30 m 22
Independent =12
m 41
Influential

Above table and graphic lead to the following classification of objectives:
Strategic

This category is basicaly made up of those objectives intended to the strengthening of the
economic fabric.

f Promoting entrepreneurship and business diversification.

f Fostering the international role of Maltese companies.

f Maintaining the role and weight of tourism in the Maltese economic structure.
Influential

This character corresponds to objectives aimed to create conditions for a proper performance of
local businesses, such as those promoting innovation and introduction of new technologies,
human resources qualification and upgrading infrastructure systems.
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Promoting innovation and introduction of new technologies of products processes and
management.

Increasing employability and adaptability of the workforce through the educational and
vocational training programmes.

Devel oping a comprehensive waste management system.

Increasing the efficiency of water and energy supply and distribution infrastructures, and
improving the quality of drinking water.

Enhancing safe internal and external accessibility through the upgrading of transport
infrastructure.

Strengthening geographical and economic linkages between islands and local business.

Sensitive

Depending on the attainment of other objectives are those referring to employment opportunities
for men and women, efficiency of agriculture and fishing, and the upgrading of urban and rura

aress.

~h ~h ~—h ~n

Fostering employment opportunities and increasing employment rate of women and
youths.

Promoting competitiveness and efficiency of farms and fisheries.

Improving the quality of downgraded urban and rural spaces.

Promoting woman participation and socia inclusion.

No independent objectives have been identified, afact that showsthe quality of the strategy
devised for the sustainable devel opment of Malta.

It has to be stressed that the Single Programming Document strategy properly complements other
plans under way. The Fifth Italo-Maltese Financial Protocol amounts to 111,7 million euros
investment, (103 million contributed by the Italian government) and shows a high concentration
on infrastructures that amount to 60% of tota budget and means a substantial addition to
investments envisaged in Axis 2 of the Single Programming Document. Other expenditures
address the restoration and rehabilitation of heritage (Axis 1), scholarships (Axis 3), and health

Internal consistency

It has to be underscored that all objectives contribute to the selected measures of the Single
Programming , and that all objectives are served by the measures defined (See Figure 3 and
Figure 4).
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Figure3 Contribution of objectivesto SPD measures
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Figure 4. Contribution of measuresto objectives
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Consistency with cross-cutting priorities

Annex 3 and Annex 4 of Working Paper 2 respectively address the assessment of environmental
and gender equality issues.

As for the environment, an appraisa of the environmental situation must be carried out, in terms
of strengths and weaknesses of the area and their relation with opportunities and threats for
economic development. Besides this, it should be assessed the level of implementation of
Community environmental policy and directives. An appraisa of the environmental impact of the
strategy and the programme has to be provided, identifying the extent to which the programme is
attempting to address environmentd issues and actively promote more resource efficient and less
resources intensive activities.

Equality of opportunities between men and women will be promoted through a double strategy:
gender mainstreaming and specific measures targeted a women Ex-Ante Evaluation shall also
gppraise the situation of equality of men and women, and an assessment of the implementation
mechanisms and the expected impact of the strategy and assistance, specialy on integration of
women and men into the labour market, education and training, establishment of women in
business, and reconciliation between working and family life. Selection criteria should be set up
in order to monitor the integration of the equality principle during project definition, and
indicators on how the principle of equa opportunitiesis taken into account should be established.

Environment

According to the specific anaysis contained in the Single Programming Document and the
interviews held, the environmentad situation of Malta is very serious, showing problems of
deforestation, air quality and water supply and distribution, but the most critical issue has to do
with the poor management of liquid and solid waste. The authorities of Malta are determined to
mitigate this situation, and the Ministry for the Environment has drawn up a set of strategies and
plans:

f aA Solid Waste Management Strategy for the Maltese Idands®.
f aNational Air Monitoring Programme®
f aSewerage Master Plan®

Other documents regarding the enhancing of the environment and the completion of basic
infrastructure systems needed are under way, such as those regarding marine pollution, bathing
water, erosion and soil quality use of pesticides and artificia fertilizers, etc.

The paramount importance of environmental issues justifies that actions intended to improve the
environmental situation and the quality of drinking water amount to nearly one third of tota
Single Programming Document. budget.

But if environmental issues are properly addressed through actions envisaged in Axis 2 (Strategic
Investments), the consideration of the environment as a cross-cutting priority to be taken into
account in the entire Single Programming Document has not been sufficiently assumed by all the
bodies in charge of the programming and implementation of other measures. Though some
meetings have been held regarding environmental impacts of specific actions, guidelines on this
subject should be drawvn up by the Ministry of Environment and disseminated to all final
beneficiaries of the programme. So far, integration of the environment priority is guaranteed in
proposals regarding infrastructures, tourism and agriculture, but is absent in actions on education
and on development of the productive sector. A Manua on corrective measures is being
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developed by the Ministry of Environment and will be handed over to bodies intervening in the
programme.

An exercise to assess the impact of the Single Programming Document has been carried out by the
Ex-Ante Evaluation team in a meeting with representatives of the Ministry of the Environment.
Table below shows the positive (+), neutral (0) or negative (-) effects of the different measures
defined in the Single Programming Document on the environment. Net balance is highly positive.
Adding to the direct effect of measures included in Axis 2 (Strategic Investments) are the actions
intended to a sustainabl e development of tourism, agriculture and fisheries (See Table 5).

Table5 Impactsof SPD measureson the environment

Measures Landscape Sea Land Heritage | Drinking watef
11 0 0 0 0 0
1.2. 0 + + + + +
1.3. + + + + 0 0
2.1 - + + - 0 0
2.2 + + + + + +
2.3. 0 0 + + + +
3.1 0 0 0 0 0 0
3.2. 0 0 0 0 0 0
3.3. 0 0 0 0 0 0
3.4. 0 0 0 0 0 0
3.5. 0 0 0 0 0 0
4.1 0 + + + 0 0
4.2. 0 0 0 + 0 0
4.3. 0 0 + + 0 +
4.4. 0 + + 0 + 0
4.5. - 0 + - 0 0
5.1. + - + + 0 +
5.2. 0 + + 0 + 0
5.3. 0 0 0 0 0

Equal opportunitiesfor men and women

The Single Programming Document gives a thorough description of differences between women
and men in terms of their participation in the labour market by category of economic activity,
including data on horizontal and vertical segregation.

It has to be stressed that the Maltese Government has developed a wide array of rulings intended
to fulfil the objective of gender equality:

f The 2Gender Equality Action Plan 2003-2004° promotes equal access to employment,
facilitates retention to employment for women and enables progression of women at
work.

f The 2Equality for Men and Women Act 2002° bans discrimination based on sex or
children raising situations and promotes the presence of women in vocational training
programmes.

f The 2Employment and Industrial Relations Act 2002°, Part 1V addresses the i ssues of
protection against discrimination related to employment, working conditions for women,
equal pay, and reconciliation of family life and professiond life.

f The 2Joint Assessment of the Employment Policy Priorities of Malta 2001°, intended to
implement the European Employment Strategy, aims to increase the overall employment
rate with particular emphasis on active promotion of women labour market participation
and implementation of measures to address gender gaps, including the enactment and
enforcement of comprehensive gender equality and anti-discrimination legidlation and the
promotion of family friendly working arrangements.
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In spite of this complete framework, the bodies in charge of the implementation of measures and
projects envisaged in the Single Programming Document have not been provided with specific
criteria intended to take into account the principle of gender equality. As in the case of the
environment, the Department for Women in Society should draw up a methodological guide,
based upon documents issued by the European Commission. This notwithstanding, it has to be
underscored that fina beneficiaries of measures relating support to Smal and Medium
Enterprises and Developing People are conscious of the gender equality priority and have
developed criteria leading to affirmative actions to favour women. Indicators of gender quality
achievement should be defined by the Department of Women in Society.

Asin the case of the cross-cutting priority of environment, an exercise to assess the impact of the
Single Programming Document on gender equality has been carried out by the Ex-Ante
Evauation team in a meeting with representatives of the Department of Women and Society.
Table 6 shows expected impacts of SPD measures on equal opportunities for men and women.

Table6 Impactsof SPD Measureon Gender Equality

Measures Impact
1.1
1.2
13
2.1
2.2.
2.3
3.1
3.2.
33.
3.4.
3.5.
4.1
4.2.
4.3.
4.4.
4.5.
5.1
5.2.
5.3.

+

+ |+ |+ |olo|+|+]|+|+|+]|+]|+]|+]|+]|+|o]|+]|+

Quality of theimplementation and monitoring arrangements

The Government of Malta has set up the institutional framework needed for the implementation
of the Single Programming Document. The Planning and Priorities Co-ordination Directorate,
within the Office of the Prime Minister, is the Managing Authority, and its responsibilities on
programming, coordinating, monitoring, evaluation and reporting on Structural and Cohesion
Funds are properly defined. The Managing Authority has aso defined the tasks of Intermediary
Bodies in charge of each fund and Fina Beneficiaries, including the handing out of information
regarding publicity of co-financed projects.

In order to guarantee the quality of coordinated processes of programming and management of
Structural Funds, a Inter-Ministerial Committee on Regional Policy has been appointed by the
Prime Minister.

The Ministry of Finance is responsible for the financiad management of Structural Funds, acting
the International Relations Directorate (within the Ministry of Finance) as the Paying Authority.
Adeguate provisions for transparency in the flow of funds have been made, including interna and
external audits. Computerization of financia and physical indicators for SPD 2004-2006 is
envisaged.
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Participation of stakeholders takes place into the framework of the Mata Council for Economic
and Socia Development (MCESD), body entrusted with the task of advising Government on
issues relating to the sustainable economic and socid development of Mata. MCESD is an
adequate forum for dialogue between social partners, non government agencies and civil
organizations. It has to be stressed that an outline of the Single Programming Document was sent
to the MCESD and also presented to the public at aworkshop on regional policy. The fact that the
Chairman of the Inter Ministerial Committee on Regional Policy is a the same time Deputy
Chairman of the MCESD facilitates the flow of information on Structural Funds between public
bodies and socio-economic agents.

Summing up

The examination of the Single Programming Document, other specific studies and planning
documents, aswell as the impressions drawn out from meetings and interviews held in Malta lead
to the following conclusions:

f The Single Programming Document contains a thorough description and appraisal of the
current situation of Mata, and a detailed identification of strengths, weaknesses,
opportunities and threats.

f The socio-economic analysis carried out has made proper use of al relevant statistica
information on Malta from national and European sources. The National Statistical Office
provides with a sufficient data base a national level,. but so far regiond statistics are not
available. A special effort tofill this gap is now under way.

f The SPD is set into the framework of the @National Development Plan for Social and
Economic Cohesion 2003-2006°, and takes into account a wide array of sectoral
programmes and policies drawn up by Departments of the Matese Government The
specific formulation of actions to be included in the Single Programming Document are
adso the result of a process of active participation of stakeholders (trade unions,
professional associations, non government organizations, etc.).

f Ingtitutional arrangements developed guarantee the proper management monitoring and
evaluation of the Single Programming Document.
f Given the problems of urban quality in the idand, the inclusion of actions of urban and

local development might had been advisable, but the limited amount of resources led to a
concentration of expenditure.

f In terms of strategic and operational considerations, and given the geographica and socia
conditions of Gozo, the concentration of actions in only one axis is not apparently the
most efficient option. The experience of management of European programmes shows
that concentration of different actions on an autonomous final beneficiary can bring about
problems of institutiona coordination that lead to lesser visibility of the overdl
programme strategy.

f The relevance and consistency analysis shows that all wesknesses are addressed by the
objectives pursued and that a high degree of synergy results. Internal consistency is
assured, aslong as all objectives are served by the measures defined in the SPD.

f The Single Programming Document strategy properly complements other plans under
way, specialy the Fifth Italo-Maltese Financia Protocol
f Environmental issues are properly addressed through actions envisaged in Axis 2

(Strategic Investments), but consideration of the environment as a cross-cutting priority t
has not been sufficiently assumed by all the bodies in charge of the programming and
implementation of other measures. Guidelines on this subject should be drawn up by the
Ministry of Environment and disseminated to al final beneficiaries of the programme.

f As for equal opportunities, bodies in charge of the implementation of measures and
projects envisaged in the Single Programming Document have not been provided with
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specific criteria intended to take into account the principle of gender equality. The
Department for Women and Society should draw up a methodological guide, based upon
documents issued by the European Commission.
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Chapter 5 Coherence and Consistency of the Strategy and
Co-ordination with other Financial Instruments

5.1 Coherence and Consistency of the Strategy

The priority axes and the measures under the Single Programming Document have been defined
taking into account the goals and objectives of the National Development Plan for Economic and
Socia Cohesion in Malta (2003-2006) as well as sectoral programmes and strategies drawn up by
the different departments / agencies and organisations of the Maltese administrations. These
documents are listed as annex IV of this document.

The ex-ante evaluation (under 4.5.2) states that 2...the Single Programming Document strategy
properly complements other plans underway®. It aso states that 2....no independent objectives
have been identified, a fact that shows the quality of the strategy devised for the sustainable
development of MalteP.

With respect to internal consistency the ex-ante evaluation statesthat 2.... al objectives are served
by the measures defined....°.

5.2 Coherencewith Other Community Policies

5.2.1 Environment

The description of the environment under chapter 1 of this document shows that Malta's
environment remains under threat and hence the need to invest heavily in the environment sector.
The Maltese environment requires protection if it is to be enjoyed by future generations and if its
potential contribution to sustainable economic growth is to be realised. There are symptoms of
damage that must be remedied and rising pressures which need to be countered.

Over the past years the Government has drawn up several master plans and strategies for the
different areas of the environment sector. The areas of waste management and water (quality and
waste water) are considered as a particular threat to human activities and Malta s competitiveness.
High quality environmenta infrastructure constitutes an important factor for socio-economic
devel opment.

The Structural Funds and the Cohesion Fund will, as a priority, assst compliance with
environmental standards established in the relevant Community Directives, in particular with
regard to waste management and water. The management and disposal of solid, urban, industria
and hazardous waste, according to Community policy and legislation will be a high priority.
Funding of waste infrastructure will follow the established hierarchy of principles: prevention of
waste production and its harmful impact, recovery of waste by means of recycling, re-use or
reclamation and safe fina disposal + limited to waste for which no possibility of recovery exists.
Contaminated sites such as old landfills and unauthorised discharges of waste congtitute a
considerable threat for the environment and for human activities. Malta plans to address these
issues by introducing appropriate clean-up measures.

The Managing Authority (following on the advice of the ex-ante evaluators) has asked the Malta
Planning and Environment Authority to make an appraisa of the environment impact of all the
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priorities and measures being proposed under the SPD in order to identify the extent to which the
programme is attempting to address environmental issues and actively promote more resource
efficient and less resource intensive activities. This appraisal will be included in the Programme
Complement. This appraisa will also allow for environment sustainability to be taken into
consideration at both measure and project levels.

Incorporating environmental sustainability into all aspects of the SPD is seen as the mogt effective
method of delivery. Integration of the environment across the SPD underlines the commitment of
the Government of Malta to promote environmental sustainability and to ensure that environment
protection is paramount and that only quality projects are supported.

5.2.2 Equal Opportunities

Chapter 1 of the SPD highlights the disadvantages faced by some women trying to access certain
jobs, especialy in higher paid sectors. The andysis adso indicates certain labour market
disadvantages faced by those with outdated or limited skills. The aim of the SPD is to promote
equal access for al to education, training and employment opportunities regardless of gender and
for disability. Priority will be given to those groups most excluded from mainstream provision
and by enabling them to sustain to sustain the benefits from any new access.

Sustained economic advances (and therefore also the strengthening of Malta's competitiveness)
can only be achieved if previously excluded groups secure access to a higher level of training and,
ultimately, to higher paid jobs. This can partly be achieved by ensuring equal access to business
support measures and training, for example flexible approaches to the delivery of education and
training, work-home reconciliation strategies by employers, equality training for providers and a
supportive environment that offers ease of access, safety and childcare. The SPD will give
priority to women returners, single parents and those who have experienced long-term exclusion
from the labour market.

The Madtese Government has developed a wide array of legal and administrative documents
aimed at fulfilling the objective of gender equality:

X  The Equality for Men and Women Act 2002 bans sexual discrimination and promotes the
presence of women in vocational training programmes

X  The Gender Equality Action Plan 2003-2004 promotes equal access to employment, facilitates
retention to employment for women and enables progression of women at work

X The Employment and Industrial Relations Act 2002 (part 1V) addresses the issues of
protection against discrimination related to employment, working conditions for women and
reconciliation of family life and professiond life.

X The Joint Assessment of the Employment Priorities of Malta 2001 (and update) aims at
implementing the European Employment Strategy including the enactment and enforcement
of comprehensive gender equality and anti-discrimination legislation and the promotion of
family friendly working arrangements.

The ex-ante evaluators have carried out an assessment of gender equality impact on the SPD.
This assessment is included under table 6 of the ex-ante evauation (being re-produced in tota
under chapter 4 of this document).

Acting upon the advice of the ex-ante evaluators, the Managing Authority has requested the
Department for Women in Society within the Ministry for Social Policy to draw up a
methodological guide, based upon the Commission's documents, and a set of indicators of gender
equality achievement. These will be incorporated into the Programme Complement.  The
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objective is to have equal opportunities as a cross cutting theme within the SPD. The Government
of Malta recognises that access to equa opportunities is a fundamental requirement for the
economic regeneration and competitiveness of the region.

5.2.3 Information Society

The rapid development of the information society has opened new possibilities for economic
development in Malta. Government has established the e-Malta Commission and developed an
integrated strategy for the achievement of e-Malta A Ministry for IT has been designated
following the recent general election of April 12".

High levels of activity in the fields of research and technologica development (RTD) and
innovation are important features of the productive environment in the most competitive of
economies. Malta believes it can become a focus of higher technology manufacturing and
servicesin the Mediterranean region

Maltais an isolated Idand community and therefore highly dependent on telecommunications for
its contact with the rest of the world. The analysis under chapter 1 of this document highlights
some of the efforts undertaken by Malta in this regard. The Government has invested heavily in
the last yearsin IT related infrastructure in an attempt to integrate technology in a coherent policy
to exploit the benefits + economic, social and cultural + of the communication and information
revolution. In fact Maltatoday has an efficient basic telecommunications infrastructure and most
people have access to the information society. All school children have access to persond
computers and all local Councils offer training in IT and citizens can apply to have an e-mail
address which they can access from their local Council office if they do not own a PC a home.

Malta will continue to invest in the IT sector using its own budget, Community Programmes and
other financial resources. As far as the SPD for this programming period is concerned the
information society will be addressed, to different extents, in al the priorities, particularly under
measures 1.3 (because the Government really believes in the business benefits of the information
society for commercia organisations), 4.2 and al the measures under priority 2. The other
priorities will involve also generate IT and innovation related projects under the different
measures.

5.2.4 Public Procurement

Malta has amended its current public procurement regulations in line with the relevant
Community Directives. At present the revised Regulations are being fine-tuned in line with
comments made by DG Markt.

All tenders for projects co-financed by the Structural Funds and the Cohesion Fund will be
launched under the new procurement regul ations.

5.3 Co-ordination with the Cohesion Fund

Malta was not eligible for ISPA during the pre-accession period but is eligible for funding under
the Cohesion Fund post-accession. In addition to the interventions carried out under priorities
number 1 and 4 of the Single Programming Document, further actions are envisaged for co-
financing under the Cohesion Fund in the areas of environment and transport (Trans-European
Networks). The indicative allocation for Malta from the Cohesion Fund for the period 2004-2006
ranges between 0.16 % and 0.36% of the Cohesion Fund allocation for the New Member States.
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Funds from the Cohesion Fund will be distributed between the transport and environment sectors.
More than sufficient potential projects have been identified to absorb the EU aid available. These
consist of priority road and port projects (those parts of the TINA network that have been
identified as part of the Trans-European Networks) and mgor projects in the area of waste
management. Preliminary planning is well advanced on these projects which will facilitate the
commencement of construction in the funding period.

The global strategies for the environment and aso for transport are being annexed to this
document.

In the case of transport infrastructure the selection of projects follows the recommendations and
prioritisation exercise carried out within the TINA (Transport Infrastructure Needs Assessment)
study which was finalised in May 2002 in agreement with the European Commission. In the case
of Maltaall the transport infrastructural projects foreseen under both priority 1 of the SPD and the
Cohesion Fund, priority has been given to projects located on the trans-European network.
Feasibility studies and environment impact assessments (where applicable) are being carried out
using pre-accession funds (2002 and 2003 programmes) in order to ensure that projects are ready
to start from day 1 of Malta's membership to the European Union. In the case of transport,
funding will be aimed primarily at bringing existing road networks up to Community standards
and the development of portsin order to improve safety.

In the case of environment the objective is to concentrate on projects from the priorities of the
Solid Waste Management Strategy for the Maltese Idlands (this study was also co-financed by EU
funds). In the case of environment projects priority has been given to projects which will support
Mdta s compliance with the relevant EU Directives.

The project pipe-line that has been identified for Cohesion Funding comprises the following:

Projects

San' Antnin Composting Plant

Material Recovery Facilities

. Xemxija Bay-Bugibba Round-about
GhDNDIHBP -M gDW) HW

Refurbishment of Deep Water Quay
Roundabout Freight Terminal Luga-Round-
about Gudja Airport

Environment

Transport

OouswWNE

Discussions are ongoing with the EIB in order to explore the possibility of co-financing some
other projects (particularly in the area of waste water treatment) through support from the EIB.
Mdtawill useits own financial resources and other instruments to complement EU funds in order
to ensure that the deadlines for commitments agreed upon within the overall negotiations
framework are adhered to.

54 Co-ordination with Malta Rural Development Plan Guarantee
Funding

Malta has been designated Objective 1 and therefore a large part of the rura devel opment

measures have been integrated into Malta' s Objective 1 programming and will be co-financed by
the EAGGF Guidance section, according to the Structural Funds financial management and
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control rules (Council Regulation (EC) 1260/1999). The EAGGF Guarantee Measures amounting
to 28 million Euros for the period 2004-2006 that Malta intends to offer are those pertaining to
Agri-environment for 8.2 million Euros, Producer Groups for 700,000 Euros, Technical
Assistance for 1.3 million Euros, Less Favoured Areas for 6.6 Million Euros and Ad Hoc
Mesasuresfor 11.2 million Euros.

The Agri-environment Measure will promote the protection, maintenance and enhancement of
the traditional rura environment of the Maltese Islands by farmers by:

*encouraging the use of simple environmenta planning techniques by the farmer to increase
farmer' s awareness of environmental features and resources on farm land;

*promoting the concept of 2usua good farming practice®, including greater compliance by the
farmer with the basic obligations imposed by environmental legidation;

*increasing the farmers awareness of hisher day-to-day management decisions through more
detailed record keeping.

These aimswill be supported by the following sub-measures:

reducing soil erosion by wind and water by restoring and maintaining the traditional physical
barriers to wind and water erosion provided by terraced rubble walls;

improving landscape quality by maintaining windbreak trees and shrubs;

conserving and enhancing autochtonous species,

encouraging simple environmental practices by promoting organic farming methods.
promotion of afforestation.

=

gabhown

The measure regarding Producer Groups aims to improve the market efficiency of the
agricultural sector by increasing the number of producer groups and:

*protecting or increasing the market share of producers and ensure that their production is as
market-oriented as possible;

*increasing the capacity of producers to access market information and to undertake new
marketing activities so as to promo the placing on the market of the products produced by
Producer Group' s members,

*Improving producers ability to meet legidative and other constraints by promoting production
techniques which are environmentally sound and along rationa lines.

Specific objectives of Technical Assistance are:-

*to facilitate the implementation of all other measures of this plan;

*provide potential beneficiaries of the RDP support with information on the European Union
agricultural policy, support rendered under the RDP, as well as conditions of obtaining said
support;

*to improve the system of supervision of the RDP implementation and eval uation of achieved
progress,

*inform the public on the role of the European Union in implementing the RDP.

All the 11,000 hectares of agricultural land in Malta have qualified for a yearly payment of 200
Euros/ha as L ess Favour ed Areas due to prevailing environmental restrictions.

Specific temporary support in the form of Ad Hoc M easuresis being granted to full- time farmers
to enable them to adapt to the changes in the market environment resulting from the dismantling
of levies upon accession. Support to compensate farm income drop shall be paid annually on a
digressive basis not exceeding five years and shall be based on:

a) payment per hectare for irrigated land;

b) payment per hectare for non-irrigated land;

c) payment per livestock unit for livestock farm.
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Chapter 6 Indicative Financial Tables

Financial Tablefor Single Programming Document by priority and year

138



Objective 1 SPD for Malta 2004 + 2006. (Euros)
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Chapter 7. State Aid

The measures included in the Single Programming Document (SPD) that underpin the
implementation of the priority axis and which have a State aid dimension will be assessed for
compliance with Article 87 of the EC Treaty.

New State aid measures will be either compatible with the de minimis rule or fall under an
exemption regulation in accordance with Council Regulation No. 994/98 of 07.05.1998 (OJL 142
of 14.05.1998). These, as any other State aid measure, have to be notified to the State Aid
Monitoring Board whose function includes that of reviewing and assessing new State aid
measures. Since the publication, in April 2002, of the State Aid Monitoring Regulations (LN
103/2002) State aid grantors are obliged to notify the Board with any proposal to grant new State
aid and to provide it with all the necessary and relevant information regarding the planned
assistance.

If a measure is implemented in whole or in part through an aid scheme, which requires approval
by the Commission and which has not yet been approved, a suspensive clause on interim
payments will be applied at the level of the measure concerned. The suspensive clause will be
lifted once the schemes have been notified and approved.

The procedure to be adopted with regards to new State aid schemesis the following:
f  Madtawill notify to the Commission (DG Competition) for approval any new aid schemes;

f  oncethe new aid schemes have been approved, and following the approval by the Monitoring
Committee of the insertion of the approved aid schemes in the SPD, Malta will submit alist
of State aid schemes to the Commission (DG Regional Poalicy).

The above provisions deal with State aid schemes co-financed by the European Social Fund and
the European Regional Development Fund. As regards EAGGF co-financed State aids, articles 51
and 52 of Council Regulation (EC) 1257/1999, on support for rura development under EAGGF,
will apply. As regards FIFG co-financed State aids, the provisions under Council Regulation (EC)
No 1263/1999 on the FIFG and articles 18 and 19 of Council Regulation (EC) No 2792/1999
laying down detailed rules and arrangements regarding Community structural assistance in the
fisheries sector will apply.
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MALTA: Single Programming Document (2004 - 2006) = Objective 1.
State Aid Consider ations.

Measure | Titleof the Type of State Aid Scheme or ad hoc | State Aid | Approval | Duration
Number | Measure State Aid Number Letter of
Ref. the
Scheme
11 Improving the Ivestment in infrastructure
Environment devel opment concerning
Situation (ERDF) environmental protection and
investment in water-related
infrastructure + no State Aid involved.
12 Transport Investment in road infrastucture
Infrastructure development + no State aid involved.
(ERDF)
13 Support to SMEs Any State aid under this measure will
(ERDF) be either compatible with the de
minimisrule or it will
be applied under an exemption
regulation in accordance with Council
Regulation (EC)
No 994/98 of 7 May 1998.
14 Support to the Investment support for infrastructure
Productive Sector devel opment
(ERDF) in relation with culture and heritage
conservation and investment in the
development of service infrastructure
of industrial estates + no State aid
involved.
21 Employability and Any State aid under this measure will
Adapatability (ESF) be applied under an exemption
regulation in accordance with Council
Regulation (EC) No 994/98 of 7 May
1998.
2.2 Gender Equality Any State aid under this measure will

(ESF)

be either compatible with the de
minimisrule or it will

be applied under an exemption
regulation in accordance with Council
Regulation (EC)

No 994/98 of 7 May 1998.
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23 Lifelong Learning Any State aid under this measure will
and Social Inclusion be either compatible with the de
(ESF) minimisrule or it will

be applied under an exemption
regulation in accordance with Council
Regulation (EC)

No 994/98 of 7 May 1998.

24 Infrastructure Investment in training infrastructure
(ERDF) facilities £

no State aid involved.

31 Investment in Investment support for agricultural
Agricultural Holdings | production
(EAGGF) inline with SMPPMA.

32 Improving the Investment support for improving
Processing and marketing and processing of
Marketing of agriculture products.

Agricultural Products
(EAGGF)

33 Fishing Port Investment in port infrastructure

Facilities (FIFG) facilities. Any
State aid under this measure will be
compatible
with Council Regulation (EC) No
2792/1999 of
30 December 1999 and the relevant
Guidelines 2001/C 19/05 of 20
January 2001.

34 Marketing & Any State aid under this measure will
Processing, be compatible
Aquaculture and with Council Regulation (EC) No
Fleet Renewal and 2792/1999 of
Modernisation 30 December 1999 and the relevant
(FIFG) Guidelines 2001/C 19/05 of 20

January 2001.
35 Small Scale Coastal Any State aid under this measure will

Fishing and
Adjustment of
Fishing Effort (FIFG)

be compatible

with Council Regulation (EC) No
2792/1999 of

30 December 1999 and the relevant
Guidelines 2001/C 19/05 of 20
January 2001.
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41 Basic Infrastructure Investment ininfrastructure
and the Development | development (including tourism
of the Tourism Sector | infrastructure) and services in Gozo.
(ERDF)
4.2 Human Resources Any State aid under this measure will
(ESF) be either compatible with the de
minimisrule or it will
be applied under an exemption
regulation in accordance with Council
Regulation (EC)
No 994/98 of 7 May 1998.
51 Technical Assistance | No state aid involved.
(ERDF)
52 Technical Assistance | No state aid involved.

(ESF)
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Chapter 8 Partnership Principle

8.1 Roleof Socio-Economic Partners

Mdta has a well-established system of social dialogue, which operates through various
mechanisms. The Malta Council for Economic and Socia Development (MCESD) provides a
forum for broadly based consultation between socia partners and, where necessary, with
organizations of civil society in relation to major national policy issues. The Council is entrusted
with the task of advising Government on issues relating to the sustainable economic and social
development of Malta.

The Council, appointed by the Prime Minister, has a legal and distinct persondity and is
composed of the following members:

f  Chairperson, appointed after consultation with the representative national employers and
workers organisations constituted bodies nominated within the Council;

f  Deputy Chairperson, appointed by the Prime Minister from amongst members of the public
service,

f  Nine persons nominated by representative national employers and workers organisations
congtituted bodies, which organisations and constituted bodies are listed in GN/650/01
published in the Government Gazette:

- Federation of Industry - one member;

- Chamber of Commerce - one member;

- MataEmployers Association - one member;

- MataHotels and Restaurants Association - one member;
- Genera Retalers and Traders Union - one member;

- General Workers Union - two members;

- Union Haddiema Maghqudin - one member;

- Confederation of Mdta Trade Unions - one member;

f  Four representatives of the Government, representing the Ministries responsible for Finance,
Economic Services, Social Policy and Foreign Affairs;

f  Governor, Central Bank of Mdta, ex officio;

f  Executive Secretary.

The Chairman of the Inter-Ministerial Committee on Regiona Policy (IMC) is aso the Deputy
Chairman of the MCESD.

The economic and socid partners are represented in various public bodies and corporations
including the Malta Environment and Planning Authority (MEPA), the Malta Tourism Authority
(MTA), Malta Externa Trade Corporation (METCO) and the Ingtitute for the Promotion of Small
Enterprises (IPSE).

As regards co-operation with non-governmental agencies, it is customary for Government and
Ministries to involve such agencies and/or organisations in the policy-making and implementation
processes. Such involvement is normally backed by public funds committed specificaly for this
purpose.

MEPA is the authority entrusted with environment protection and land use planning. In the
formulation of the Structure Plan, local plans, subject plans as well as policy guidance, the Malta
Environment and Planning Authority aims to integrate land-use requirements of the public and
private sector on the basis of the principles of sustainable development. In its development control
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function, the Mata Environment and Planning Authority is legaly obliged to consult with a
number of entities prior to granting or refusing planning consent.

Within the context of the drafting of the National Development Plan, sectoral working groups
were set up which also included the socio-economic partners and aso members of the civil
society.

A SWOT workshop was held in April 2002 to which al major partners, members of the civil
society and al political parties wereinvited. The results of the SWOT were made available on the
internet.

The national sectora strategies (e.g. the Rura Development Plan, the Joint Assessment of
Employment Priorities) were al drafted in consultation with the relevant partners.

The outline of the Single Programming Document was presented to the public at a workshop on
regional policy held on 5" February, 2003. The draft Single Programming Document was sent to
the MCESD and relevant members of the civil society (including environmental and equal
opportunities NGOs) in the beginning of February and formal consultations were held on 24"
February 2003. An additional information workshop was held at the Chamber of Commerce (to
which the public at large was invited) on 24" April, 2004. Leaflets summarising the priorities and
measures of the SPD were produced (as part of the winning on regiona policy) and digtributed to
local councils, the Malta-EU information Centre and the public at large. The public wasinvited to
send comments to the Planning and Priorities Co-ordination Directorate' s website. The content of
the draft SPD was the subject of various newspaper articles and television and radio programmes
held in the months of February and March 2003. The Government stand at the Malta International
Trade Fair which is held every year for two weeks in July will this year be devoted to regionad
policy and Malta' s SPD.

Concerning the day-to-day monitoring of regional policy issues a sub-committee of the MCESD
composed of Council members and also members of the civil society will be set up. To further
strengthen the link between the MCESD and the Inter-Ministerial Committee, the Deputy
Chairman of the IMC will be sitting on this sub-committee.

The procedures concerning the application of the partnership principle on issues pertaining to
regional policy were signed by the two sides on 18 December, 2002, and are attached to the SPD
as annex 1V, Through this arrangement the partners are directly involved, on aregular basis, in the
monitoring of the programme. Moreover, the partners are members of the officia Monitoring
Committee (plenary of IMC and MCESD) in terms of article 35 of EC regulation 1260/99.

8.1 Local Councils

The Local Councils Act (Cap. 363) provides the legal framework for the sixty-eight local councils
in the Maltese Idands (fifty-four in Malta and fourteen in Gozo). Their responsibilities include the
general upkeep and maintenance of local streets and gardens, traffic and parking, public cleaning
and refuse collection and information services relating to consumer matters, transport, tourist
facilities, socia security. They have a consultative role in a number of areas including education,
health, care for the elderly, transport and land-use. This Act isin line with the European Charter of
Local Self-Government (1985) of the Council of Europe.

The local councils are involved in issues pertaining to regiona policy through the Local Councils

Association. The Local Councils Department of the Ministry for Justice and Home Affairs is
responsible for the liaison between central government and the local councils.
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Batches of leaflets which summarised the priorities and measures of the SPD were sent to al loca
councils and they were invited to send comments to the Planning and Priorities Co-ordination
Directorate' swebsite.

8.3 Malta Environment and Planning Authority (MEPA)

Within the context of the ex-ante evaluation the Single Programming Document was discussed
with MEPA. The result of thisdiscussion will be attached to the Programme Complement.

8.4 Department of Women In Society (DWIYS)

Within the context of the ex-ante evaluation the SPD was discussed with DWIS. The result of this
discussion will be discussed in the Programme Complement.
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Chapter 9 Additionality

The national public digible expenditure to be maintained during the period 2004 - 2006 has been
estimated and is being shown in the table accompanying this text. The figures show the annua
average level of expenditure as projected under current financia scenario for the years 2004 +
2006 as compared to the annua average levels of expenditure for the years 2000 + 2003, prior to
EU accession.

It may be necessary for the Maltese authorities to effect revisons and improvements to the
methodology and data being presented in this document, on the basis of any comments which may
be made by the EU Commission regarding the information provided. The Maltese authorities
undertake to provide any additiona information which may be required in support of the figures
shown. The Maltese authorities will inform the Commission at any point during the programming
period (i) of developments likely to call into question its ability to maintain the projected level of
expenditure, and (ii) if the economic situation results in developments of public revenues that
differ significantly from that expected at the time of the ex-ante evaluation.

All information will be provided and finalised in time as required, so that, as requested by the EU
Commission, the ex-ante verification of additionality can be completed by the end of 2003.
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Chapter 10 Implementation Arrangements

10.1 Division of responsibilities within national gover nment

The Government has set up a framework for regiona policy and co-ordination of structura
instruments. The framework respects the mandates of Ministries with regards to their explicit or
implicit sectord responsibility, by consolidating and building on existing competencies, while
expanding the traditional role of the social partners.

At apolitical level, the Cabinet will set strategic priorities and ensure overall policy co-ordination.

10.1.1 The Managing Authority

The Planning and Priorities Co-ordination Directorate within the Office of the Prime Minister was
established in 2001. This Directorate provides the necessary advice and direction for the co-
ordination of structural instruments and also services the Inter-Ministerial Co-ordinating
Committee on Regional Policy. The Directorate is responsible for inter-agency co-operation at al
stages of programme development including programming, monitoring, evaluation and reporting.
The Planning and Priorities Co-ordination Directorate will act as the overall managing authority in
line with Article 9(n) of Regulation (EC) 1260/99 (genera provisions on the Structural Funds)
and will have the overall responsibility for programming, implementation, evaluation and
monitoring of Malta s Single Programming Document (SPD).

The principa responsibilities of the Managing Authority will be to:

X act asthe counterpart of the European Commission for issues concerning the Structural
Funds and the Cohesion Fund;

x lead the negotiations on the Single Programming Document and the Programme
Complement + before and after accession;

X  prepare the Single Programming Document and the Programme Complement;

X preside over the selection criteriaand project selection process;

x  adjust the Programme Complement in accordance with Article 34(b) of Regulation (EC)
1260 /99 (general provisions on the structural funds);

X draw up (after receiving information from the Paying Authority and the Intermediary
Bodies) and submitsfor approval to the Inter-Ministeria Committee (IMC) the annual
implementation report;

X submit the approved annua implementation report to the Commission;

x ensure follow-up by the relevant bodies to the Commission' s comments/'recommendations
concerning the annua report;

x ensurefollow-up by the relevant bodiesin line with information received from auditors;

X organise, in co-operation with the Commission, the mid-term evaluation referred to in
Article 42 (if applicable) of Regulation (EC) 1260/99 and assists the Commission in
organising the ex-post evaluation referred to in Article 43 of the Regulation;

X draw up @covenants® outlining the tasks of the Intermediary Bodies that will carry out
certain tasks and functions on its behalf;

X ensurethat the Paying Authority and all other relevant bodies have al the necessary
information pertaining to the Structural Funds and the Cohesion Fund including
legidlation and administrative procedures. Thisinformation isto be reviewed at least once
ayear;
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X

X
X

inform Intermediary Bodies on the relevant Regul ations concerning the Structural Funds
and the Cohesion Fund;

ensure that those bodies participating in the management and the implementation of the
assistance maintain either a separate accounting system or an adequate accounting code
for al transactions relating to the assistance;

check that funding / grant schemes submitted by the Intermediary Bodies arein
compliance with the Acquis,

act as Government' s central contact / information point for issues concerning the
Structurd Funds and the Cohesion Fund;

ensure that the programmes and projects financed under the Structural Funds and the
Cohesion Fund comply with the Community Policies as outlined in Article 12 of the
Regulation (EC) 1260/99;

ensure compliance with the obligations on information and publicity as outlined in Article
46 of Regulation (EC) 1260/99;

establish acentral information system to gather financia and statistical information on the
gtatus of implementation of the programmes and projects and ensures that the relevant
dataisforwarded to the Commission in line with the requirements of relevant
Regulations;

act as Secretariat to the Inter-Ministerial Committee;

ensure the correctness of operations financed by the Structural Funds and the Cohesion
Fund by keeping with the principles of sound financial management and acting in
response to any observations or regquests for corrective measuresin line with Article
34(1)(f) of Regulation (EC) 1260/99;

co-ordinate with the Paying Authority and the Internal Audit and Investigations
Directorate on issues pertaining to financial management and control systems;
co-operate with the Paying Authority on preparation of annual payment forecasts;

ensure that on-the-spot checks on projects are carried out.

The Managing Authority will preside over the project selection process.

The Managing Authority in Malta: Planning and Priorities Co-ordination Directorate,

Office of the Prime Minister

Contact Person: Ms Marlene Bonnici, Director
Auberge de Cadtille, Valetta CMR 02

Tel: +00356 21255027

Fax: +00356 21255028

E-mail: info.rpd@gov.mt

10.1.2 ThePaying Authority

The Ministry of Finance and Economic Affairs is responsible for the financia management of
EU-sourced funds as well as for ensuring adequate national co-financing for programmes and
projects. The International Relations Directorate within the Ministry of Finance and Economic
Affairs will act as the Paying Authority for both the Structural Funds and the Cohesion Fund
operations. The International Relations Directorate is currently fulfilling the function of the
National Authorising Officer with regard to pre-accession funds. The Paying Authority:

X
X

secures the financia flow in accordance with Article 32 of Regulation (EC) 1260/99;
prepares and submits annual payment forecasts to the Commission including an updated
forecast of applications for payment for the current year and the forecast for the following
year;
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ensures that final beneficiaries receive payment of their contribution from the Funds as
quickly as possible and in full;

submits claim to the Commission for advance payment (7% of the contribution from the
Funds to the assistance in question) + in line with Article 32(2) of Regulation (EC)
1260/99;

submits claim for interim payments for the purpose of reimbursing payments actually
made. This claim will be subject to the conditions listed under Article 32(3) of Regulation
1260/99;

ensures that applications for interim payments are presented to the Commission in batches
three times ayear, the last application being presented by not later than 31 October;
accepts interim payments, checks for differences between payment applications and
payments received on account and take follow-up action with the Commission concerning
any resulting differences;

ensures that submission for final payment istimely in line with the provisions of Article
32(4a) of Regulation (EC) 1260/99;

prepares and submits quarterly reportsin line with the provisions of Regulation (EC)
1681/94, the last quarterly report of arunning year will be supplemented by areport on
amounts awaiting recovery in accordance with Article 8 of Regulation (EC) 438/01;
maintai ns the nationa bal ance sheets (ensure that al relevant transactions are made with
respect to receipts from the Structura Funds and the Cohesion Fund);

co-ordinates with the Treasury to ensure that an appropriate accounting coding for al
transactions relating to the assistance is used within the national accounting system;

opens the relevant accounts with the Central Bank of Malta and acts as the guardian of
these accounts,

takes immediate action (in co-operation with the Managing Authority) in cases where the
Commission notifies the Paying Authority of the possibility of decommitment of Fundsin
line with the provisions of Article 30 of Regulation (EC) 1260/99;

monitors the recovery of funds and the interest due for late paymentsin case of irregular
paymentsin line with the provisions of Article 39(4) of Regulation (EC) 1260/99;
co-ordinates with the Commission on writing off those amounts which are not
recoverable;

maintai ns close contact with and assist the accounting officersin the Intermediary Bodies
(by drawing up guidelines) to ensure appropriate accounting controls and correct
preparation of vouchers for payment to financia beneficiaries;

issues cheques viathe Treasury to final beneficiaries,;

ensures that supporting documents, either the originals or certified versions, regarding
expenditure and checks on the assistance concerned are kept available for the Commission
for at least three years following the payment by the Commission of the final balancein
line with the provisions of Article 38(6) of Regulation (EC) 1260/99;

supplies the Managing Authority with the financia input for the annual implementation
report which isto be submitted to the Inter-Ministerid Committee (IMC);

informs the Managing Authority on any irregularities;

co-ordinates with other departments within the Ministry of Finance and Economic Affairs,
in particular the Budget Office, and the Managing Authority on issues pertaining to co-
financing;

co-ordinates with the relevant departments within the Ministry of Finance and Economic
Affairs on issues concerning additionality.
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The Paying Authority in Malta: International Relations Directorate,
Ministry of Finance and Economic Affairs
Contact Person: Mr Edward Coleiro, Director
South Street, Valletta CMR 02
Tel: +00356 21248293
Fax: +00356 21251356
E-mail: edward.coleiro@gov.mt

10.1.3 Intermediary Bodies

The Managing Authority will delegate certain functions to a number of Intermediary Bodies. The
Managing Authority will delegate tasks and functions related to the day-to-day management of the
Funds. The Ministry for Social Policy [Office of Review] is the Intermediary Body with respect to
the European Socia Fund (ESF). Within the Ministry for Rural Affairs and the Environment, the
Fisheries Conservation and Control Division will act asthe Intermediary Body responsible for the
Financia Instrument for Fisheries Guidance (FIFG) and the Rural Development Unit will be the
Intermediary Body for the Guidance Section of the European Agricultural Guidance and
Guarantee Fund (EAGGF).

With respect to the Cohesion Fund, the Ministry for Transport and Communications and the
Ministry for Resources and Infrastructure will be the respective Intermediary Bodies responsible
for transport and communi cations projects and environment infrastructure projects.

The Intermediary Bodies appointed by the Managing Authority will have their tasks and
obligations defined in covenants with the Managing Authority. Their key tasks and functions will
be to:

x follow theinstructions and conditions as laid down in the @covenants® linking the
Managing Authority to the Intermediary Bodies,;

X draw up measures for funding, with the relevant partners where applicable, in line with
the programming documents and legid ation;

X submit these measures for approval to the Managing Authority;

X ensurethat schemes are accompanied by an audit trail aswell asindicators and quantified
objectives and benchmarks. Such schemes have to be approved by the State Aid
Monitoring Board prior to submission to the Managing Authority;

x draw up the relevant application form/s, where applicable, aswell asthe eligibility criteria
for such schemes. Forms and ligibility criteria must be approved by the Managing
Authority;

X prepare guidelines, advice and information materia including funding conditions and
financial management for potential applicants,

X ensurethat project documentation is complete and in line with the relevant project
selection procedures drawn up by the Managing Authority;

X ensurethat projects are implemented following the relevant legislation on public
procurement, state aid, environment aswell as equal opportunities. A certificate of
compliance issued by the relevant Ministry/Government Agency has to be presented to
the Managing Authority;

X ensurethat publicity measures as instructed by the Managing Authority are carried out;

X monitor the technical implementation of the projects and perform on-the-spot checks as
instructed by the Managing Authority;

X supply the Managing Authority with the relevant monitoring data + particularly dataon
outputs and resuilts;
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X check requestsfor payments including digibility prior to submission to the Paying
Authority. Such requests must be in line with the guidelines and administrative
proceduresissued by the Paying Authority;

X report any irregularities to the Paying Authority and take appropriate measures, as
instructed by the Paying Authority, to recover funds and prevent future irregularities of a
similar nature. Irregularities should also be reported to the Managing Authority aswell as
to the Internal Audit and Investigations Directorate;

X submit to the Managing Authority proposals for adjusting the Programme Complement.
Such proposals must be made in time and in line with the relevant procedures as
instructed by the Managing Authority;

x  supply the Managing Authority and the Inter-Ministerial Committee (IMC) with the
relevant input with regard to the implementation of projects for the annual implementation
report.

10.1.4 Regional Project (Selection) Committee

With respect to Priority 4 of the SPD [Regional Distinctiveness] the Ministry for Gozo has set up
a Regiona Project Committee (RPC) to provide input into the programming process on Gozo's
development and al so to select and to ensure the implementation of measures for Gozo.

The relations between the RPC and the Managing Authority will aso be set out in a covenant
between the two sides.

10.2 Inter-Ministerial Co-Ordination

The Inter-Ministerial Committee on Regiona Policy (IMC) is appointed by the Prime Minister.
The Committee is chaired by the Permanent Secretary in the Office of the Prime Minister. The
Committee meets as needs arise, however the Committee meets at least once every quarter.

The IMC is responsible for the inter-ministerid co-ordination with regard to assistance received
from the Structural Funds and the Cohesion Fund and the interaction between these Funds, the
European Investment Bank, pre-accession funds as well as other existing financia instruments.
The Committee will be involved in the project conception and implementation, including
programming, monitoring and eval uation.

The main functions of the IMC are:

X to make proposasto Cabinet concerning regional policy priorities, particularly the
mobilisation Structural and Cohesion funds;

X to ensure aco-ordinated approach in nationa initiatives taken by line Ministries
concerning regiond policy matters;

x  act asan interface with the MCESD (through the Deputy Chairman of the IMC) in
soliciting feedback from the economic and social partners and civil society representatives
on matters concerning regional policy.

10.3 Project Selection Process
The project selection process will be described in more detail in the Programme Complement.

In general projects (apart from grant schemes) will be approved by the Inter-Ministerial
Committee on Regiona Policy upon advice of the Project Selection Committee. The Project
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Selection Committee will be chaired by the Office of the Prime Minister and shal include
representatives from the Ministry of Finance and Economic Affairs.

In the case of projects under priority 4, the Regional Project Selection Committee will present its
list of projects to the Managing Authority.

The Managing Authority will then present thelist to the IMC for approval.
The selection criteriawill be outlined in detail in the PC, however the overdl criteriaare:

X  readiness of the project;

X priority of the project (according to negotiated transition periods + particularly in the case
of environment projects);

X budget (availability of the budget under the relevant measure of the programme);

X capacity of the Implementing Agency to manage the programme (according to criteria
established by the Managing Authority)

Grant Schemes = The eligibility and selection criteria for the grant schemes will be drafted by the
implementing agencies which will manage the schemes. These will be sent to the Managing
Authority directly or viathe Intermediary Body (if applicable) for approval.

10.4 Financial Control

10.4.1 Internal Audit

The necessary internal controls, checks and procedures of the agencies which will be responsible
for the management of the Structural Funds and the Cohesion Fund are in place. These procedures
are continually monitored by the accounting officers within the Financia Control Units of the
relevant Ministries. The Internal Audit and Investigations Directorate (IAID) within the Cabinet
Secretariat of the Office of the Prime Minister will continue to independently assess, examine and
report on the adequacy or otherwise of such systems and procedures and make recommendations
to the highest level of management. The relevant documentation concerning the regulatory
package (the Charter for the Internal Audit and Investigations Board; the Charter for the Internal
Audit and Investigations Directorate; the Internal Audit and Investigations Function Document;
and the Internal Audit and Investigations Manual) was sent to the Commission in March 2002.

The different lines of control are outlined in the strategic framework diagram provided in Annex
[l of Mata's negotiating paper on Chapter 21. The first level of control will take place at the
planning stage when the relevant expenditure is defined under specific areas, with limitations on
the use of funds. During the implementation stage, the second line of control will be exercised by
the Compliance and Assurance Units (CAU) within the Ministries. The second line of control
comprises atechnical function of control and a financia function of control. The CAU functions
are reviewed and audited by the IAID. The third line of control will be exercised by the Paying
Authority that will receive the payment requests from the Managing Authority and Intermediary
Bodies. The fourth and final line of control will be undertaken by the IAID using risk assessment
methodologies. The IAID will also undertake on-the-spot inspections and audits in line with the
provisions of Article 10 of Regulation (EC) 438/2001 (rules for the implementation of Regulation
(EC) 1260/1999). The IAID has the discretion of undertaking all those additiona inspections
required to ensure that there is adequate protection against the misuse of any type of funds
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managed by Maltese Government agencies. The IAID will provide interna audit services to both
the Managing and Paying Authorities.

10.4.2 External Audit

The National Audit Office is headed by the Auditor General and is responsible for the external
audit of central and local Government on behalf of Parliament. The Nationa Audit Office may
aso carry out audits of other public bodies and other entities holding, using or administering
funds belonging directly or indirectly to the Government of Malta. The Office may also examine
whether certain public-related projects, programmes, initiatives or other activities have been
carried out in an economic, effective and efficient manner (Value for Money Audits).

The National Audit Office issues a mandatory annual audit report on its activities aswell as on the
regularity auditsit carriesout. The Office aso issues anumber of Vaue for Money Audit Reports
throughout the course of the year. The Office also issues investigative and other reports as may be
requested by the Minister of Finance and Economic Affairs or by the Public Accounts Committee.
All reports are submitted to the Speaker of the House of Representatives.

10.5 Monitoring and Evaluation

10.5.1 Monitoring

Monitoring is a requirement under article 34 of EC Regulation 1260/99. There is a requirement
that each measure must be monitored during its life and appraised after it has been completed to
ensure that the objectives and targets have been achieved.

Data required to monitor specified indicators will be obtained from officia data sets maintained
by the National Statistics Office (NSO), other relevant government departments and relevant
statutory bodies. In some cases the information will be derived from data supplied by the
beneficiaries or from surveys. In others, notably those involving financial data, databases
developed in association with the payment systems will be used to collect and aggregate the
necessary data. In all cases el ectronic databases will be used to the maximum possible extent.

The monitoring of financial and physical indicator information in the SPD 2004-2006 will be
computerised. The Planning and Priorities Co-ordination Directorate is devel oping a computerised
data management system for the SPD and Programme Complement which all implementing
authorities will be required to use. This system will be designed to facilitate the electronic transfer
of financial and indicator data for all measures and projects under the SPD into a centra database
which will be maintained by the Planning and Priorities Co-ordination Directorate. It will be an
essential tool for monitoring, financial management and control, and for the provision of up-to-
date and comprehensive information on the SPD 2004-2006.

The main monitoring committee in terms of article 35 of EC Regulation 1260/99 will be

composed of the IMC members, members of the MCESD and relevant organisations of the civil
society as outlined above.
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10.5.2 Evaluation

An ex-ante evauation of the SPD was prepared by independent economic devel opment
consultants. The results of the ex-ante evaluation have been incorporated under chapter 4 of the
SPD.

The Planning and Priorities Co-ordination Directorate will be the Commission's counterpart for
ex-post evaluation purpose in terms of article 43 of EC Regulation 1260/99.

10.6 Reporting

Mdtawill comply with article 37 of EC Regulation 1260/99 with respect to reporting obligations.
The reports will be examined by the Monitoring Committee before being sent to the Commission.
The contents of the report will be in accordance with article 37(2) of the same Regulation.

10.7 Publicity

The access of information relative to the interventions of the Funds is essentia for the
effectiveness of the co-financed operations.

The Managing Authority will guarantee the fulfilment of the obligations derived from (EC)
Regulation no. 1159/2000 on the information and publicity of the interventions co-financed by
Structural Funds.

The Managing Authority and the final beneficiary will inform the social and economic partners,
the civil society and the public at large in each case of the contents and devel opment of the co-
financed interventionsin line with (EC) Regulation no. 1159/2000.

The Managing Authority guarantees adequate measures of dissemination of information for the
public opinion by using new information and communication technol ogy.

The actions of information and publicity will be implemented in conformity with the relevant
Community Regulations:

f Articles 34 and 46 of (EC) Regulation 1260/1999
f (EC) Regulation 1159/2000 relating to the actions of information and publicity that have to be
carried out by the Member States on the interventions of the Structural Funds.

The Programme Complement describes the measures that guarantee the publicity of the
intervention in line with article 18(3) of EC Regulation 1260/99.

The Managing Authority and the final beneficiary will guarantee the meeting of obligations
derived for these publicity actions, which will increase the awareness of the public at large on the
role of the Structural Fundsin Malta. A communications plan will be put into effect to reach this
objective.
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The Managing Authority will focus on the following actions:

X

Press Releases and Conferences + The Managing Authority has aready held or
participated in several conferences aimed at publicising the draft SPD and eliciting
feedback from the public in general.

TV/Newspaper inserts + The Managing Authority and the Intermediary Bodies have
dready participated in TV programmes and gave interviews to newspapers with the
objective of informing the genera public about the opportunities offered by joint
assistance from the European Union. Advertising on TV and newspapers will aso be used
with respect to announcements made for calls for project proposals in order to ensure
transparency of the assi stance concerned.

Billboards * Billboards will be erected mainly on sites of infrastructure investments
(particularly for actions under measures 1.1, 1.2, 1.4, 2.4, 3.4 and 4.1) in line with the
obligations of the Regulation.

Commemorative Plagues £+ Commemorative plagues will be used in line with the
Regulation (for admost all measures except 2.1, 2.2 and 2.3).

Posters + Posters will be used for all training activities. These will be developed on the
premises of the organisations benefiting from the assistance and also on site where the
training is held.

Websites + The Managing Authority has its own website where it already provides
information on pre and post-accession assistance. The draft SPD is expected to be put on
the website following the official launch at the Malta International Trade Fair in July
2003. The information relating to the specific measures and actions will be placed on the
websites of the different Intermediary Bodies, Implementing Agencies and Find
Beneficiaries.

Newdetters and Leaflets £+ Many organisations and government departments/agencies
issue newdletters. This existing tool could include information on actions and projects of
the SPD. The designated Managing Authority has aready issued a leaflet in February on
the proposed priorities of the SPD. Copies of the leaflet have been distributed at different
conferences on the subject. Copies have also been sent to the MataEU Information
Centre and the Local Councilsin Mata and Gozo for onward distribution.

Trade Fair + This year's Government' s stand at the Malta International Trade Fair (2-13
July) will be devoted to Regiona Policy and the Matese SPD. The stand will include on-
site printed and photographic information, multi-media activities, on-site discussions with
Government officias. The costs are being borne by the Maltese Government.

The annua implementation report will include the actions that have been implemented according
to the communications plan, as well as any modifications which have been made in relation to the
results obtained and the perceived demand.

10.8 Final Provision

This SPD has been drawn up in line with current EU regulations. The Managing Authority
reserves the right to amend the SPD in the light of new Regulations or amendments to existing
Regulations.
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Annexes

Annex | - Human Resour ce Development Policy Frame of Reference for
Malta

1 Background

According to article 9 (c) of Regulation 1260/99, Malta's Single Programming Document should
include a Policy Frame of Reference (PFOR):

“ Objective 3 policy frame of reference” means a document which sets the context for assistance
concerning employment and human resource development throughout the territory of each
Member State, and which identifies the relationship with the priorities set out in the National
Action Plan for Employment.”

Article 15 (3) of the General Regulation provides that:

“the Commission shall appraise these plans [Objectives 1,2 and 3] to determine whether they are
consistent with the aims of this regulation, taking account of the framework of reference referred
toinart. 9(c).”

The Structurd Funds VadeMecum (chapter 1, section 2 “Strategy and Priorities') states:

afor those Member States entirely eligible under Objective 1, an analytical description should be
provided of the extent to which their strategy is coherent and consistent with the European
Employment Strategy, including how the priorities reflect the Commission’s Employment
Guidelines and the National Action Plans®.

As a Candidate Country, Malta's PFoR should have a distinctive and integral section within the
SPD such as, for instance taking the form of an introductory chapter entitted HRD and
Employment.

The primary purpose of Mdta s PFoR therefore, is to provide overal consistency and coherence
to the aready defined human resources development strategy and to the different Programmes,
Priorities, and Measures into which the strategy istrandated.

2. Introduction

This document is Malta's PFoOR, providing the framework for human resources devel opment
interventions, incorporating:

The general strategic context for assistance, concerning human resources development policies,
The selection of the confirmed priorities for Structural Funds support; and

The rationale for that selection.

This PFoR sets the frame for human resources development across the whole territory of the
Maltese Islands, while highlighting the importance of human resources devel opment by providing

alink between the human resources strategy for Structural Funds support and the policy priorities
of the European Employment Strategy as trandated in Malta Joint Assessment Paper for
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Employment of 2001 and subsequent Progress Reports, as well as Mata s National Devel opment
Plan for Economic and Social Cohesion 2003-2006.

3. Malta’sHuman Resour ces Development Strategy

The main thrusts of Malta's Human Resource Development Strategy relate to increasing the
number of people in employment and raising the skill levels of persons both in and out of work.
These giverisg, in turn, to two clusters of strategic issues.

In the first instance, the need has been recognised to strengthen the proportion of active labour
market measures to passive measures and to sustain investment in promoting employability
among persons who are inactive, unemployed or at risk of redundancy. It is equaly understood
that a gender mainstreaming perspective is to be maintained throughout. In addition to having
supply side measures that increase employability, demand side measures are also necessary to
ensure the creation of decent jobs that may be taken up by employable persons. In thisregard, the
Maltese Government is committed to the pursuit of further legidative and administrative
provisions that promote balance between the flexibility required by organisations to respond to
changing markets, and the quality of jobsin terms of remuneration and conditions of employment.
Of particular significance is the need for across-the-board measures that enable a better work-life
balance for male and female employees.

In the second instance, the need is also recognised to further strengthen the development of
Malta's lifelong learning culture, where both individuals and enterprises recognise the need and
assume the responsibility for the continua upgrading of skills across all ages, occupations, and
sectors.  Developing further competencies in occupational guidance is an essentia part of this
task. In paralld, it is also necessary to continue raising the standards of training and to strengthen
the newly created framework alowing for the certification of professional and vocational
competences. Although the rapidly changing markets make this task more complex, it is aso
necessary to anticipate, and respond to, the skill requirements for the improvement and innovation
of products and services.

4. Main Policy Options

This section describes the main policy options in terms of the five policy fields of the ESF
Regulation.

These options derive from the Employment Policy Priorities of Malta s Joint Assessment Paper on
Employment, signed in October 2001. At the end of each "Field', an account is given of their
relevancein terms of the four pillars of the Employment Guidelines 2002, which are;

Improving Employability

Devel oping Entrepreneurship and Job Creation

Encouraging Adaptability of Businesses and their Employees
Strengthening Equal Opportunities Policies for Women and Men

ESF Policy Field 1: Developing and Promoting Active Labour Market Policies

Main Palicy Options:

To review the interaction between the tax and social benefit systems in order to remove poverty
traps and to provide the right incentives for unemployed or inactive people to seek and take up
work.

To further devel op active employment measures and co-ordinate labour market policies.
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To strengthen the capacity of the public employment service to provide individualised services.

Relevance to Employment Guidelines:
These policy options conform to the first pillar, 2lmproving Employability®, in particular the
guidelines on:

The need to tackle unemployment and prevent long-term unemployment,
The need for amore employment-friendly approach in terms of benefits and taxes, and
The need to develop active policies for job matching.

These policy options also conform to the fourth pillar, @Strengthening Equal Opportunities®,
which stipulates that all active labour market policies are to be available to women in proportion
to their share of unemployment. Furthermore, the gender impact of tax and benefit systemsisto
be closely studied.

ESF Policy Field 2: Promoting Equal Opportunitiesfor All

Main Palicy Options:

To increase the employment rate

To sustain effortsto raise the skill levels of the workforce, particularly disadvantaged groups.
To monitor and reduce the illiteracy rate

Relevance to Employment Guidelines:
These policy options conform to the first pillar, 2lmproving Employability®, in particular the
guidelines on:

The need for apolicy for active ageing,
The need to develop skills for the new labour market in the context of lifelong learning, and
Combating discrimination and promoting socia inclusion by accessto employment.

ESF Policy Field 3: Promoting and Improving Training, Education and Counselling

Main Policy Option:
To modernise vocationa education and training with greater involvement of the social partners.

Relevance to Employment Guidelines:

These policy options conform to the first pillar, 2lmproving Employability®, in particular the
guidelines on the need for active policies to combat emerging skill bottlenecks. It aso conforms
to the second pillar on 2Developing Entrepreneurship and Job Creation® in terms of the need to
renew skill levels within enterprises as akey component of lifelong learning.

These policy options aso conform to the fourth pillar on 2Strengthening Equal Opportunities?,
which stipulates an improvement in the conditions of women's access to education, training, and
lifedlong learning, particularly in information technology.

ESF Policy Field 4: Promoting Innovation, Adaptability, Entrepreneurship

Main Options:

To improve the skill base and/or redeploy those affected by public sector restructuring
To strive to further reduce the size of the informal sector.

159



Relevance to Employment Guidelines:

The first option conforms to the first pillar on 2lmproving Employability® in terms of the need to
minimise unemployment through restructuring; to develop a policy for active ageing; and to
develop sills for the “new' labour market. The first option aso conforms to the second pillar on
aDeveloping Entrepreneurship and Job Creation® and the third pillar on 2Encouraging
Adaptability® in that public sector restructuring may alow for job creation in the private sector,
and should aso bring about modernised work organisation.

The second option aso conforms to the second and third pillars in that the reduction of the
informal sector requires further improvement of the business and regulatory environment if new,
guality jobs are to continue being created in the formal sector. The second option also complies
with the fourth pillar on 2Strengthening Equal Opportunities® in that strengthening women's
capacity to participate in the regulated labour market should in itself decrease the informal sector.

ESF Policy Field 5: Promoting Women's Labour Market Access and Participation

Main Policy Options:

To actively promote female labour market participation

To implement measures that address gender gaps, including the enactment and enforcement of
comprehensive gender equality and anti-discrimination legislation

To promote family-friendly working arrangements

Relevance to Employment Guidelines:

These options are in line with the fourth pillar on 2Strengthening Equal Opportunities for Women
and Men°. Further measures must be taken to promote female labour market participation on the
basis of equal pay for work of equal value. Measures must also be taken to decrease pay gaps and
segregation in its vertical and horizontal forms. Lastly but criticaly, policies and schemes
enabling the reconciliation of work and family life in addition to measures that enable carers to
eventually return to the labour market have also been identified.

Coherence with specific National Strategies
These options are coherent with the following specific nationa features of Malta
ESF Policy Field 1: Need for Active Labour Market Measures

Mdta has a low employment rate, particularly that of women. In June 2002, the overal
employment rate stood at 55% - 8.9% lower than the European Average™. Thisislargely due to
the very low fema e employment rate of 34.3%, which includes women working part-time as their
main occupation. This figure stands 20.6% below the EU average (or 12% below the southern
European average for Greece, Spain, Italy, and Portugal). Persons below 25, too have a low
employment rate of 51.1% in June 2002.

One key issue is the very narrow gap between socia benefits and the minimum wage. While
benefits cannot be lowered, finding ways of making work pay is generaly felt to be necessary if
the unemployed and inactive are to have incentives to seek and take up work.

ESF Policy Field 2: Promoting Equal Opportunitiesfor All

The increase in youth unemployment is of concern; young people have an unemployment rate of
15.3% and they constitute half the unemployed population. Also an issue is the growing share of

'3 European data refers to December 2001 as stated in Employment in Europe 2002
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unemployment of the over-forties and the long-term unemployed, which suggest it has become
harder for the unemployed to re-enter the labour market, particularly older workers.

As is the case with gender, there is a strong need to mainstream persons with disability. This
requires a review of the way labour market data is gathered and interpreted; in the way training
courses are offered; and in the way benefits are targeted and administered. As is the case with
disadvantaged areas, multidisciplinary and interagency efforts are required to address these issues
holistically.

Despite the small size of the idands, two particular ‘regions have a cluster of issues. The Inner
Harbour area has high unemployment and illiteracy rates and low qualifications. Although efforts
are being made to revitalise the area, these are till in their infancy. Regarding Gozo, theidand is
“doubly insular', with problems of economies of scale and transport. Moreover, this island is
more dependent on agriculture, the public sector, and seasonal tourism than is Malta.

ESF Poalicy Field 3:  Improving Training, Education and Counselling

The Maltese workforce has low skill levels as a workforce. Around one third of our workforce
does not possess secondary certification, as secondary schooling only became compulsory in
1974. The percentage of the workforce having attained tertiary level qualifications is fill
reatively low. The 1995 Census raised a number of issues of concern; for instance, 9% of the
working age population was found to be illiterate, and around a quarter of young people had not
attained secondary certification. This situation is likely to inhibit Malta's capacity to increase
productivity; its capacity to ensure that productivity stays ahead of wage growth; and its ability to
attract foreign direct investment.

Low levels of continuing vocational training among the workforce are aso of concern. According
to the first Continuing Vocationa Training Survey of 2001, around one fifth of the working
population participate in CVT + however this does not cover micro-enterprises that constitute a
large part of Maltese business.

Sills shortages are likely to inhibit productivity and job creation. Under-investment in vocationa
education and training in recent decades has compounded this problem as shortages are
particularly felt in areas traditionaly tackled in the vocational stream. While Maltais one of the
highest spenders in Europe on education in general, the opposite istrue for spending on vocational
education and training. Skills shortages are said to be pressing in the IT, construction, financia
services and hospitality sectors, and in technical and middle-management capacities.

Many persons possess valuable skills but no certification to prove it, which hinders both mobility
as well as the devel opment of aclear picture of the skills profilein Mata. The Mdta Professiona
and Vocationa Qudifications Awards Council were recently set up to establish and accredit
national standards of occupational competence, and should help in this regard.

ESF Policy Field 4:  Innovation, Adaptability, Entrepreneurship

Although at 14.5% it is close to the European average, the share of salf-employment has decreased
over the past fifteen years. This is of concern as entrepreneurship is believed to make an
important contribution to the economy in terms of innovation and job creation.

The services sector in Mdta has grown in the nineties, although at 63.6% of employment it still

accounts for a smaller share of total employment than in Europe (69.4%). More knowledge is
needed on the nature of these new services and their implications for training and support.
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There has been a dight shift from the public to the private sector in recent years, and private
sector employment now accounts for 66.7% of employment. Whether or not the public sector is
overstaffed remains a controversia issue, athough a plan is underway for the better deployment
of public servants.

Restructuring of various public entities may make some 1,500 skilled workers available through
early retirement schemes. This raises issues of their possible retraining and redeployment. It also
requires retraining if the work of the remaining employees is to be diversified and/or rationalised
in some way.

The hidden economy is believed to be widespread. This narrows the tax base, distorts
competition, and prevents participants from joining the sociad and employment protection
systems.

The demands made upon the social partners in terms of inputs to the policy process have grown
significantly. These demands call for certain capacities that may not have formed part of the core
functions of a number of these socia partners to date. Government is committed to the
strengthening of the consultation process with Malta s the socid partners.

ESF Policy Field 5: Promoting Women’s Labour Market Access and Participation

At 34.3%, the female employment rate in Malta is very low, with all this implies for unused
potential, socia integration and entitlement to social protection.

Horizontal and vertical segregation persist. 4.6% of female workers are employed in senior
positions compared to 10% of male workers. Two thirds of al female workers are concentrated in
manufacturing; education; saes; heath and socia work. Women tend to earn four fifths of male
earnings across similar occupational bands.

Part-time work has increased to stand at 8.8% of all employment. It has particularly increased
among women, and two thirds of those working part time as a main occupation are women. Itisa
moot point whether most women choose to work part-time or are constrained to do so given alack
of supportive infrastructure; however, employment conditions and access to social protection tend
to be less favourable for part-timers.

Entrepreneurship istwo and a half times more common among men than among women, and male
entrepreneurs are far more likely to employ staff while most female entrepreneurs are sole
operators.

Sweeping measures are necessary for Malta to fulfil the employment rate targets as set out in the
European Employment Strategy, of 71% for men and 60% for women by 2010. It isforeseen that
a growth of some 30,000 female workers is required over the figures for June 2002, which would
largely have to consist of women taking up jobsin the private sector for the employment priorities
to be met. Quality jobs coupled with public policies and work practices that are family-friendly
are of critical importance.

Crosslinkswith the Structural Funds
The lion's share of the SPD's proposed Human Resources Development (HRD) Structural Funds
(SFs) are taken up by the European Socia Fund (ESF), representing some 16% of the SPD' stotal

co-financing interventions that are targeted exclusively towards human resource devel opment.
These interventions consist primarily of training and related activities aimed specificaly at
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Malta's labour market and are mostly found within the SPD's Priority Axis 2 for Developing
People consisting of 4 Measures, 3 of which are exclusively ESF - amounting to 14.6% of the
total SPD; while the fourth Measure is co-financed by the European Regional Development Fund
(ERDF) and is related entirely to HRD infrastructure, which aone represents an additional 3% of
the SPD' s total budget.

A penultimate ESF Measure is intended exclusively for Gozo's Human Resources, representing
0.6% of the total SPD, and is found under Priority Axis 4 for Gozo's Regional Distinctiveness.
Moreover, under the SPD's final Priority Axis 5 for Technical Assistance, there is a last ESF
Measure covering Implementation and Communications Activities amounting to Y4
Altogether, around Y4 P KDMHBHQ VAADIGH B \WH O DOMH $ XWWRIM¥ for Malta's ESF,
dthough¥s P R WHHDHVEWRAWRWHG3' VOO  DARP DIV LQGH DARQDGWMK HOV

The¥: P (5') 6RADD,QUDMKAMHO HDXUH IQDBAMRQ\WR WHY: P \RWBD( 6) PHIQVD
level of %o P 1Q+5' LQMYHQIRQ/RJ R WHtotal SPD.

The ESF Measures of Employability & Adaptability; Gender Equality; Lifelong Learning &
Socia Inclusion; Gozo's Human Resources; and the ESF Technical Assistance all reflect the
priorities drawn up and presented by the Ministry for Social Policy's Office of Review as Malta's
ESF Intermediate Body together with the Planning and Priorities Co-ordination Directorate of the
Office of the Prime Minister as Malta's Managing Authority, in conjunction with the drafting
groups involved in putting together Malta' s National Development Plan for Economic and Sociad
Cohesion 2003-2006, as described bel ow:

Final Beneficiaries
The final beneficiaries of the proposed actionsinclude the following:

Employment & Training Corporation

Malta College for Arts, Science & Technology
Ministry for Education

Ministry for Socia Policy

Malta Tourism Authority

Ministry for Health

Socia Welfare Agency APPOGG

Ingtitute for the Promotion of Small Enterprise
Department for Women In Society

WasteServ Malta Ltd

Malta Centre for Fisheries Sciences
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Annex || £ Strategy for the Environment Sector 2004-2006

Introduction and Background

In the environmental sector, Malta has made strong efforts over the last years to upgrade its
environmenta policy, and to bring it in line with that of the EU. The following activities have
been among the more significant undertaken in this regard:

Waste: The preparation of a Solid Waste Management Strategy; the award of atender on Package
1 of Solid Waste Strategy for setting up of deposit sites for inert waste; the setting up of “Progett
Skart' - Malta s waste management programme; and, upgrading of Malta' s sewerage network.

Water quality improvement measure including a reduction of high nitrate levelsin the supply of
water intended for human consumption and continuation of the process to build one waste water
treatment plant.

Biodiversity: the drawing up of Biodiversity Action Plans and amending legidation for the
protection of local biodiversity in the light of international conventions.

Pollution: the phasing out of leaded petrol; conversion to low sulphur fuel; the setting up of an air
monitoring programme; a study on point sources of pollution into the marine environment and
action plans to mitigate impacts and regul ate use through permits; the setting up of a bathing water
quality monitoring programme on chemical and microbiologica parameters, and, the
identification of IPPC sites.

Cross-cutting: revision of legidation in line with EU acquis, publication of revised EIA legidation
in 2001; upgrading of public access to information through the Malta Environment and Planning
Website; upgrading of institutional capacity in the environmental sector through the merging of
the former Environment Protection Department of the then Ministry for the Environment with the
Planning Authority, to form the Malta Environment and Planning Authority (MEPA); and,
recruitment of environmental officers and inspectors.

The activities listed above, a number of which are ongoing, have been financed primarily with
Mdta funds, as well as EU funds under the pre-accession facility, in particular the project
Establishing Institutional Capacity in the Environment Sector + 2002/000-268 (MT2002NP).

Strategy

Malta' s environmental strategy for the 2004-2006 period is based on the implementation of the
environmental acquis and the relevant commitments undertaken by Malta in the accesson
negotiations. Another key driver for Malta's environmental strategy is the environmental acquis.
This includes a number of directives the implementation of which will require significant
investment during the next years. These Directives include;

The Urban Waste Water Directive

The Drinking Water Directive

Directives on the quality of ambient air

Solid waste directives and other waste management directives
The Directive on the conservation of natural habitats

X X X X X
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X  The Directive on the conservation of natural habitats and of wild fauna and flora, and
that concerning the conservation of wild birds

X The Seveso Il Directive

X  ThelPPC Directive on integrated pollution control.

Malta has negotiated several transitionad periods in order to achieve full compliance with the
directives mentioned above, which may last until 2010, and are therefore eligible for post-
accession funding. The relevant transition periods relate to urban waste-water treatment, pollution
caused by certain dangerous substances discharged into the aquatic environment, quality of water
intended for human consumption, integrated pollution prevention and control, and packaging and
packaging waste. Apart from national funds and other financial resourcesit is proposed to use the
Structural Funds and Cohesion Fund to address the implementation of certain aspects of these
directives within the programming period. The activities will mainly focus on infrastructure for
the management and treatment of water and waste.

In this regard sub-sectoral strategies have been drafted and are currently under implementation.
Apart from the acquis, the strategy is also based on commitments undertaken by Malta under
international treaties and regiona conventions.

Prioritiesunder the strategy
1.Upgradeinfrastructurefor the management and treatment of solid and liquid waste

Due to its small size, its large fraction of construction waste, its lack of hinterland, and its weak
institutional capacity, waste management issues are some of the most challenging in Malta
Currently, 90 percent of liquid waste in the Idands is discharged at sea. However, in line with the
Sewerage Master Plan, between 2003 and 2006 two treatment plants will be built, one
infrastructure in Gozo and the other in the North, and the transmission infrastructure of the Malta
South NP will be completed. Discussons are ongoing with the EIB with regards to the Malta
South Water Treatment Plant which is expected to cost around Euro 75 million.

The 2001 Solid Waste Management Strategy indicates that to meet its obligations regarding the
acquis, Malta will have to introduce waste separation at source, which will involve significant
infrastructural works in the area of composting and recycling, as well as public information
campaigns.

2. Upgrade Malta’s capacity for monitoring of air and bathing water quality and upgrade
infrastructurefor theimprovement of drinking water quality

Malta suffers from high dust levels and air pollution arising from transport and other fuel oil
combustion sources. The 2003 action programmes on air quality improvement concern the
monitoring of PM10, benzene and lead in ar, a programme on the effects of long range air
pollution, source air emissions monitoring, and action plans and nationa emission ceilings
inventories. A further plan of action to be implemented in the 2004-2006 period is being set up to
bring the concentration of airborne lead below EU limits.

Fresh water is naturally scarce in the Islands due to their semi-arid climate. Drinking water meets
the standards for microbiologica parameters and most chemical parameters, however it isrich in
salts, particularly sodium and chloride, nitrate and floride in certain areas, and infrastructural
works will be undertaken to bring drinking water in line with EU standards. During the last years,
Malta has devised a bathing quaity monitoring programme that aims to attain a level of quality
stipulated in the Barcelona Convention and its Protocols, and the obligations in the Bathing Water
Directive coincide closely with the requirements of this Convention.
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3. Protect and manage biodiversity

While it has an extensive system of protected sites, covering some 15 percent of land area, Malta
is currently in the process of designating Special Areas of Conservation and Specially Protected
Areas. The management of such sites will be a priority in the coming years, in the light of the
various internationa conventions to which Malta is a party, namely the Bern Convention's
Emerald Network, the SPA Protocol and the Ramsar Convention, the European Union Habitats
Directive, notably the Natura 2000, the European Union Birds Directive, and the Convention on
Biological Diversity. In view of this, MEPA will be seeking ways to improve its performance
through ingtitutional capacity building. Particular emphasis will be given to the setting up of
Marine Conservation Areas and the control of discharges into the marine environment.

4. Encour age the generation of energy from renewable sour ces

Malta, unlike the majority of EU member states and candidate countries, has a rising electricity
demand. Despite its climatic suitability for solar and wind energy generation, these sources have
not yet been exploited at a significant scale, and it is intended to investigate this potential during
the programming period. A comprehensive strategy for the introduction of renewable energy
sources will be developed and will cover the required framework and related aspects.

5. Enhance Malta’'sinstitutional capacity and legidative framework for the preparation and
implementation of environmental policy

Strengthening the administrative/ingtitutional capacity will continue to be one of the priorities
during the period 2004-2006 using both national and Community funds (Structural Funds and
Transition Facility).

6. Improve access to information about the environment, raise public awareness on
environmental issues, and encourage increased public participation in decision-making

Public awareness and participation in decision-making is an essentia feature of sustainable
development. Mata has signed the UN/ECE Aarhus Convention, and on accession, will be bound
under the Freedom of Access to Information on the Environment Directive. Notwithstanding firm
steps aready taken in the areas of awarenessraising, information provision and public
participation, there remains a need to ensure that there is an integrated approach to promoting
sustainable lifestyles at a national level, ensuring that environmental information is accessible to
al, that environmental education provides al the public with the skills needed for participation,
and that there is widespread encouragement of public participation in decision-making at al levels
of government. Malta will therefore develop an integrated strategy covering information
dissemination, education, awareness raising and participation in the environmental field.

Financial Resources

The implementation of Malta s environmental strategy will draw on nationa funds, Community
Programmes and other sources, including the possibility of EIB loans which is currently being
explored.
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Annex |11 - Strategy for the Transport Sector 2004-2006

The European Regiona Policy is aimed at strengthening the economic and socia cohesion of the
Union, particularly by means of regiona, structural, social, agricultura and labour market
measures. As afurther support to those regions that lag behind, the Union's policy of creating the
basic conditions for regional competitiveness was addressed through the creation of the Cohesion
Fund. In the transport sector, these conditions are being dealt with partly through the creation of
an efficient transport network that will provide a reliable and cost-effective access to markets
across the Union. Investments to reduce transport costs, congestion and travel times, and to
improve network capecity, performance and service quality, including safety, are a'so supported
through the Cohesion Fund. In Malta these investments need to be structured within a strategy for
the sector that charts the progress planned and its coordination with other initiatives funded from
other sources.

The Maltese archipelago is made up of two islands connected internally by aferry service and to
the rest of the world through its two main ports and airport. The size of the country and its
population density give it certain particular characteristics that impinge on its infrastructure
policies This is relevant to the Cohesion Strategy since it limits the extent of the TEN-T road
network in the isands but increases the importance of the ports that provide the vital link to
mainland Europe.

In this scenario it is very clear that the most indicated strategy for funding in the country is the
limiting of the effects of the geographical peripherality on its economic development. The First
Cohesion Report confirmed the strong association between geographical peripherdity and
relatively low standards of living as measured by region GDP per head. The Second report
confirmed the importance of sea transport and the modernisation of ports as being vital for island
and coastal regions and a determining factor for real convergence. Consequently the continued
investment in Malta's ports will be one of the priorities for European and national funding in
Madta in particular in the port of Valletta which is of paramount importance both for cargo and
passenger transport to and from theisland.

The fact that the Maltese economy is so highly dependent on this port and on its uninterrupted
accessibility, places an important responsibility on the competent authorities to ensure the highest
standards of safety and security both inside the port as well as for the port approaches. It is even
more indispensable for the Maltese economy that the ports function as efficiently and effectively
as possible in order to balance the extra costs imposed on Malta's industry by the country's
insularity which requires the importation of most raw materials and imposes added costs for
exports.

This insularity is even more pronounced for the inhabitants of Mata's sister idand Gozo, and
consequently efforts will continue to ensure safe and reliable transport for goods and passengers
between the idands. Apart from Government's recent investment in three new purpose built
ferries, projects worth around ¥4 P DH PAUH® LQ KBJG W SURNGH D D@wesather port in
Cirkewwa and new passenger terminals along with other improvements in both ports (Cirkewwa
in Malta and Mgarr in Gozo). These are meant to ensure the best possible service on this route
that aso links the two parts of the TEN-T network in the idands. Support from the Structura
Funds and the Cohesion Fund could in future be employed to ensure that the service continues to
meet the necessary standards as part of the TEN-T routein Malta.

The air transport sector is aso high in the priorities of theisland' s transport strategy. Government
investment in a new Airport Terminal some years back, and the continuous maintenance and
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enhancement of the airport infrastructure, are proof of this sector's importance for the economy,
particularly for the tourism industry, which is one of its main pillars.

Support from the Structura Funds and the Cohesion Fund in Member States extends to rail and
inland waterway transport gpart from the predominant road transport sector where the TEN-T
network linking the various regions and countries, is of the highest importance. In Malta, mostly
due to its size and geographical characteristics, there are no railway or inland waterway systems.
The road transport system is quite extensive across the territory and the scope for new road
building is very limited. Consequently, support is mostly restricted to the established TEN-T
route in the islands which extends from the port in the south of Malta, to the capital of Gozo in the
north, and links the port of Valetta, Malta International Airport and the two islands through the
ports of Cirkewwa and Mgarr. Support to the road sector over the period 2004-2006 is
concentrated primarily on the upgrading to the required standards of the existing route according
to the priorities established in the TINA study for Mdta. This work will be done on sections of
the route primarily in order to limit the disruption of the traffic using these roads and also because
of the need to coordinate these interventions with other road works currently planned as part of
Government's ongoing programme for road upgrading and maintenance aimed at addressing
congestion and safety issues. During 2002 aone, this investment amounted to around ¥ P which
were dl financed by national funds.

Based on the results of the Feasibility Studies currently being carried out as part of the Pre-
Accession Programme for Malta, certain new links aimed at improving the trangitability on this
TEN-T route could be undertaken with Cohesion Fund support in the next programming period.

While funding from the Structura Funds and Cohesion Fundis being sought primarily for the
TEN-T network on the idands, mainly for the road and port infrastructure + in line with the
strategic direction mentioned above. Safety and security in and around the ports will be the
emphasis in the maritime sector, while the continued upgrading of the TEN-T network will
continue to be the main focusin the road sector.

Over these two years complementary national funds will be used primarily for improving road
safety and bringing existing secondary road networks up to Community standards (in order to
ensure that current secondary transport infrastructure is able to cope with the sharp rise in traffic)
and the finalisation of the inter-Island trangport project mentioned above.
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Annex |V - National Sectoral Planning Documents

X

aThe National Development Plan for Economic and Social Cohesion 2003-2006°.
Ministry for Economic Services. 2002

astatistical Yearbook 2002°. National Institute of Statistics. 2003.

aMalta Tourism Authority Strategic Plan 2000-2002°. Malta Tourism Authority. 2000.
aMalta Tourism Authority Strategic Plan 2000-2004°. Malta Tourism Authority. 2002
aCarrying Capacity Assessment for Tourism in the Maltese Idlands®. Ministry of Tourism
aThe Economic Impact of Tourism in Maltel. Malta Tourism Authority. 2002.

aTourism Statistics for the Y ear 2001°. Malta Tourism Authority. 2002.

aSpecial Needs Assessment Study for the I and of Goza®. Office of the Prime Minister,
Ministry for Gozo, D.G.Regio. 2002.

aThe Rural Development Plan for The Maltese Iands®. Ministry for Agriculture and
Fisheries. 2002.

aGender Equality Action Plan 2003-2004°. Employment and Training Corporation. 2002.

aReport of the Nationa Steering Committee on the Implementation of the National
Minimum Curriculum®. Ministry of Education. 2001.

aCreating Inclusive Schools. Guidance for the Implementation of the NCP on Inclusive
Education. 2002.

aEmployment and Industrial Act. 2002.
agquality for Men and Women Act. 2002.

aJoint Assessment of the Employment Policy Priorities of Malta®. Government of Malta
and European Commission Directorate General for Employment and Social Affairs. 2001.

aA Solid Waste Management Strategy for the Maltese ISlands®. Ministry for the
Environment. 2001.

aTransport Infrastructure Needs Assessment®. 2002.
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Annex V £ MCESD procedures on the application of the Partnership
Principle £ Regional Policy

The Mata Council for Economic and Socid Development (MCESD) and the Inter-Ministerial
Committee for Regional Policy (IMC), appointed by the Prime Minister in 2001,

Having regard to Article 8 - “Complementarity and Partnership' - of Council Regulation (EC) No.
1260/99, which lays down the general provision on the structural funds and which inter alia states
that the application of the partnership principle@shall cover the preparation, financing, monitoring
and evaluation of assistance. Members states shall ensure the association of the relevant partners
at the different stages of programming.°

After taking due note that:

Q) The EU insists that in order to ensure the relevance of the strategies pursued and
effectiveness of expenditure, the programming of assistance should bring together and actively
involve, within the framework of the member state' s national rules and practices,

theregiona and local authorities and other competent public authorities

the economic and socia partners

the other relevant competent bodies;

2 In its Negotiating Position Paper (NPP) on Chapter 21 - Regional Policy, Malta has
accepted to abide fully by the partnership principle, has informed the EU Commission of the
mechanism to be adopted in order to fulfil this obligation and has identified the MCESD as the
principal instrument to carry out such afunction;

3 At the programming stage, the integrated action of the partnersincluded their involvement
and participation in the sectoral working groups working on the National Devel opment Plan 2003-
2006 (NDP);

The partners shall be consulted through the MCESD where the draft National Development Plan
(NDP), the Single Programming Document (SPD) and the Programme Complement (PC) which
are the main programming documents to be adopted by Malta, shall be discussed within MCESD.

The partners shall be consulted through the MCESD on the monitoring of the programmes and
projects.

The MCESD shall for the purpose of this consultation appoint an ad hoc Standing Committee
with representatives of both the Council and the Civil Society Committee to interface with the
IMC.

) One of the principal functions of the IMC for Regional Policy, as set out in its Terms of
Reference, is to act (through its Deputy Chairman) as interface with the MCESD in soliciting
feedback from the economic and socid partners and civil society representatives on matters
concerning Regiona Policy;

Have agreed to the following set of procedures to regulate the interfacing of the MCESD and the

IMC during the various stages of the programming/project cycle with a view to establishing the
necessary working arrangements that will render effective the consultation process:
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Procedures

Q) In anticipation of an IMC meeting, the Secretary, IMC for Regiona Policy, after
obtaining the necessary clearance from the Chairman, IMC, shall send copies of al or any
submissions of relevance to the MCESD to both the Chairman, MCESD and the Deputy
Chairman, IMC.

2 On receipt, Chairman MCESD shall circulate all relevant documents to the Members of
the Standing Committee at least one week in advance of the date set for the meeting convened to
discuss the contents of documents received from the IMC. Copies of these documents shall also
be circulated to members on Council who are not on the Standing Committee. It isimperative that
in matters of immediate concern to certain sectors, those representatives of sectoral
organisationsyNGO' s whose participation is considered to be crucia to the implementation of a
particular programme, will be actively involved in the discussions. These representatives may
aso opt or be required to subscribe their views and comments in writing in anticipation of the
meeting.

©)] Deputy Chairman, IMC shall be invited to attend, in an observer capacity, such meetings
of the Standing Committee, to clarify issues and take note of the discussion to report back to the
IMC.

4 The Secretary of the MCESD Standing Committee, in consultation with the Chairman,
MCESD shall incorporate the gist of proceedings and any proposals put forward in a short report
addressed to the IMC Chairman and Deputy Chairman within a week of the meeting. Any
document submitted by the Standing Committee to the IMC on behaf of the MCESD should first
have the approvd of the MCESD Council.

(5) The IMC mesting, in its deliberations on the relative issues, shall take into account the
feedback contained in the MCESD' s report.

(6) Discussion papers from the IMC and reports from MCESD shdl be supported by
pertinent information and by ancillary documentation so that discussions at both venues will be
conducive to proactive and serious participation and will stimulate ideas which could be trand ated
into concrete action. It is important that this interfacing process will not become a smple
information-sharing exercise; on the contrary, the liaison between the IMC and MCESD should
provide a valuable conduit for the reciprocal transmission of ideas that can have useful and
practica application.

All documents, reports and other papers shall be treated in strictest confidence by al members and
officias of the IMC and MCESD.
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