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1. Executive Summary

The global economy is slowly starting to emerge from the economic and financial
crisis which commenced in 2007. However, global economic conditions remain
weak and fragile, with advanced economies gradually strengthening while
growth in emerging market economies slowing down. The IMF World Economic
Outlook of October 2013 expects the world economy to grow by 2.9 per centin
2013, which is slightly slower than the 3.2 per cent growth recorded in 2012.

Over the past year, commodity prices have been largely stable. The price of
crude oil stood at $112.86 per barrel in September 2012, and fluctuated over
the subsequent months to settle at $111.60 in September 2013. Meanwhile, the
commodity price index declined by 1.0 per cent during the twelve months to
September 2013.

The EU and Euro Area returned to growth in the second quarter of 2013 after six
quarters of recession. GDP rose by 0.3 per cent in both the EU and Euro Area
during that quarter over the previous three months. Nevertheless, the marked
deterioration in labour market conditions continued during the first two quarters
of 2013, with the unemployment rate increasing year-on-year by 0.7 percentage
points to 12.1 per cent in June 2013. European Commission surveys suggest
a further deterioration in labour market conditions with additional job losses
and rising unemployment in the short term. The inflation rate stood at 1.7 per
cent by the end of the second quarter. Meanwhile, since mid-2012, the Euro
currency started to regain some of the strength it had lost against the major
currencies during the previous year.

During the first half of 2013, the Maltese economy expanded by 2.8 per cent.
In nominal terms, this increase was reflected in a GDP growth rate of 4.8 per
cent, up from 2.1 per cent registered in the same comparable period last year.

Emerging services sectors together with traditional services sectors, especially
the tourism industry, contributed to this growth. In the latter case, the number
of visitors and earnings from the industry reached an all time high.

The performance of the labour market has been positive with the Labour Force
Survey reporting an increase of 3.0 per cent in employment in the second
quarter of the year. In fact, according to Eurostat, the increase in employment
growth recorded in Malta was amongst the highest in the EU and the Euro
Area. Notable increases came from female employment. The official Eurostat
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harmonised and seasonally adjusted unemployment rate stood at 6.4 per cent
in August which is slightly lower than that prevailing at the end of 2012. The
share of direct production employment in total employment continued to decline
whereas the share of market services continued to increase. The latter stood
at 76.1 per cent in May of this year. The most significant increases originated
mainly in the private sector, particularly in activities related to professional,
technical and administrative activities; education; and health and social work.
By contrast, the most significant decreases were recorded in construction and
manufacturing.

The average weekly wage, as derived from a study concerning collective
agreements, stood at €296.05 up by €4.54 or 1.6 per cent over same period
last year.

The year-on-year inflation rate in September stood at 0.6 per cent which is both
one of the lowest in the Eurozone as well as lower than the 2.9 per cent rate
experienced in September of 2012.

Deposits of a short-term nature, specifically overnight deposits and deposits with
agreed maturity of up to two years exhibited a gradual increase in contrast to
a slight decline in deposits with three month maturity. Moreover, interest rates
margins continued to be largely unchanged. Bank lending conditions remained
tight, restraining credit demand from the private sector. Meanwhile, the ratio of
gross fixed capital formation to GDP has remained low for the last three years.

The General Government deficit in Malta increased to 3.3 per cent of GDP in
2012. During the first nine months of 2013 the shortfall between Government
recurrent revenue and expenditure in the Consolidated Fund fell when compared
with same period the year before.

During the first eight months of 2013, exports valued in nominal terms, net of
fuels, stood at €1,485.6 million, decreasing by 4.3 per cent over the previous
year. Concomitantly, imports valued in nominal terms, net of fuels, amounted
to €2,250.9 million, decreasing by 5.1 per cent over 2012.

The current account deficit stood at 0.8 per cent of GDP, during the first half of
2013, which was lower than the 1.9 per cent of GDP level recorded during the
same period of 2012. This development was underpinned by a lower deficit in
the goods account, an increase in the surplus on the services account and net
current transfer inflows which together more than offset the slight increase in
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outflows in the income account.

Meanwhile, net direct investment inflows increased when compared to the
first half of 2012 due to higher inflows of foreign direct investment, offsetting
higher dividend payments of foreign owned companies in Malta.
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2. Economic Growth







2. Economic Growth

The International Context

In the aftermath of the financial and sovereign debt crisis, the world economy
has not been able to revive the growth conditions of the preceding decade as
the main economies in the Euro Area continued to register growth below their
potential. The performance of the global economy remained sluggish towards
the end of 2012 and continued to be rather weak in the first half of 2013. A
rather subdued recovery in the global economy is expected in the second half
of this year.

The Maltese Economy'

The Maltese economy continued to grow by 4.8 per cent in nominal terms and
by 2.8 per cent in real terms in the first half of 2013 when compared to the
same comparable period in the previous year. Year-on-Year economic growth
rates at a quarterly basis are presented in Chart 2.1. From the expenditure side,
growth was mainly attributed to the external side of the economy and to stock
building. By contrast, domestic consumption contracted as households reduced
final consumption in the first half of 2013 reflecting a more guarded spending
approach by consumers, partly in view of the electoral uncertainty which
was present in the first quarter of 2013. This lower consumer confidence was

Chart 2.1
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confirmed by the Consumers Surveys published by the European Commission.
During this period, there was also a decrease of 9.1 per cent in gross fixed
capital formation. However, public consumption contributed positively towards
economic growth as it increased by 0.9 per cent in the first half of the year.
Nevertheless, since the negative contribution to economic growth of household
consumption and investment was much larger than the positive contribution
of government consumption, domestic demand led to dampening in real GDP
growth.
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During the first two quarters of 2013, stock building together with a
significant statistical residual contributed positively by 2.3 percentage points
to real economic growth. Simultaneously, there was also a significant positive
contribution to economic growth of 2.4 percentage points which was thriving
from the external side of the economy, reflecting the fact that real imports
declined by much more than exports. Netting off the negative contribution of
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domestic demand against the positive contributions of changes in stock building
and the external sector yields a growth rate of 2.8 per cent in real terms in the
first half of the year. Data related to these developments is presented in Table
2.1 and in Table 2.2 which present GDP data by category of expenditure and
the respective relevant percentage changes, respectively.

Private Final Consumption Expenditure

The private final consumption expenditure category defined as household
final consumption expenditure and non-profit institutions serving households
(NPISH) final consumption expenditure registered a nominal increase of 0.9
per cent in the first half of 2013 compared with an increase of 0.8 per cent
registered in the same period of 2012. In real terms, the change in private final
consumption was more accentuated as it declined by 1.4 per cent during the
same comparable period. This decline has to be considered against the context
of the negative rates of growth in private consumption expenditure recorded
in the corresponding quarters of 2012 and the exceptionally high growth rates
in private consumption during the same comparable period in 2011.

Consequently, the proportion of private consumption in real GDP declined
over the course of 2013 compared to the same comparable periods in 2011 and
2012. While in the first half of 2011 this proportion stood at 65.5 per cent, the
ratio declined by 0.9 percentage points to 64.7 per cent for the same period in
2012 and by 2.6 percentage points to 62.1 per cent for the same period in 2013.

The increase in aggregate nominal private consumption in the first half of
2013 was mainly underpinned by the services expenditure categories with the
exception of the transport subcategory which marginally declined by 0.9 per
cent. Other declines were recorded in the food and non-alcoholic beverages
subcategory, as it declined by 0.7 per cent and in the clothing and footwear
subcategory, as it significantly declined by 5.3 per cent. On the other hand,
increases were recorded among all the other subcategories with notable
performance in the miscellaneous goods and services category (5.8 per cent), in
the hotel and restaurants subcategory (5.6 per cent), the education subcategory
(4.2 per cent), in the recreation and culture subcategory (3.6 per cent) and in
the alcoholic beverages and tobacco subcategory (2.3 per cent).

General Government Final Consumption Expenditure

General Government expenditure registered an increased of 4.3 per cent in
nominal terms during the Survey period which is less than the 6.9 per cent
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increase registered during the same comparable period in 2012. In real terms,
general Government expenditure increased by 0.9 per cent compared to an
increase of 5.1 per cent in the first half of 2012.

General Government final consumption expenditure as a ratio of real GDP
decreased from 21.0 per cent in the first half of 2012 to 20.6 per cent in
the corresponding period of 2013, a decrease of 0.4 percentage points. It is
noteworthy to mention that general Government final consumption expenditure
excludes outlays which finance transfer payments, such as Social Security
benefits, subsidies and grants since such items of expenditure do not reflect
the production of goods and services but constitute a redistribution of funds
between different sectors of the economy.

Gross Capital Formation

Gross Capital Formation comprises gross fixed capital formation, changes in
inventories and acquisitions less disposals of valuables. The main item within
this component, gross fixed capital formation (GFCF), registered a nominal
decrease of 6.3 per cent in the first six months of 2013, from €504.7 million in
the first half of 2012 to €472.9 million in the same period of 2013. The decrease
in GFCF was underpinned by decreases in both Government investment of 12.2
per cent and in private investment of 5.0 per cent, the former is largely the result
of significant declines in the investment of transport equipment and construction
while the latter is mainly the result of weaknesses in the construction sector as
the situation continued to negatively prevail. Indeed, a further analysis of the
components of investment indicates a significant decline in the construction
subcategory mainly driven by declines in housing investments. Investment in
equipment also registered a marginal decline. This was underpinned by declines
in metal products and machinery equipment. On the other hand, the transport
equipment subcategory classified under the equipment subsector registered a
marginal positive growth rate of 0.2 per cent during the Survey Period.

The ratio of investment to nominal GDP remained practically unchanged at 13.7
during the January-June 2013 period when compared to the same comparable
period last year. In real terms the ratio declined marginally, from 13.6 per cent
in the first half of 2012 to 12.0 per cent in the same period of 2013. Gross fixed
capital formation in nominal and constant terms together with the ratio of GFCF
to GDP are presented in Table 2.3.

During the first half of the year, changes in stock building (which includes
a statistical residual®) and acquisitions less disposals of valuables stood at
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Gross Fixed Capital Formation

Table 2.3

2009 2010 2011 2012 2012 2013
Jan-Jun Jan-Jun
At Current Market Prices
Gross Fixed Capital Formation (€ million) 1,003.2 1,123.8 1,001.5 1,008.3 504.7 4729
% change -8.7 12.0 -10.9 0.7 3.2 -6.3
GDP (€ million) 5,956.0 6,376.8 6,626.2 6,829.5 3,292.1 3,449.3
(GFCF/GDP) % 16.8 17.6 15.1 14.8 15.3 13.7
At Constant 2000 Prices
Gross Fixed Capital Formation (€ million) 758.9 806.0 688.7 6615 326.1 296.6
% change -14.2 6.2 -146 -3.9 0.6 9.1
GDP (€ million) 4,732.7 4,924.0 5,001.5 5,040.7 2,404.4 2,470.7
(GFCF/GDP) % 16.0 164 138 131 13.6 12.0

Source: National Statistics Office

€46.6 million and contributed positively towards real economic growth by 2.3
percentage points. On the other hand, nominal changes in stock building and
acquisitions less disposals of valuables stood at €63.6 million. This represents
a share of 1.8 per cent of nominal GDP.

Foreign Demand and Supply

The sluggish growth in world trade and the continued uncertainty in the
international economy had a negative effect on Malta’s exports and imports.
While exports decreased by 5.9 per cent in real terms, imports decreased by
8.1 per cent. As a result during the first half of 2013, net exports contributed
positively to the economy.

During the Survey period, imports of goods in real terms decreased by 12.5
per cent while imports of services registered an increase of 0.4 per cent.
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With regards to real exports, services increased by 6.2 per cent while exports
of goods decreased by 11.4 per cent. In nominal terms, exports of services
increased by 4.1 per cent while imports of services increased by 1.6 per cent.
Imports of goods in nominal terms declined by 12.2 per cent while exports
of goods decreased by 14.8 per cent. A more disaggregated analysis reveals
that the decline in imports of goods was primarily driven by declines in crude
materials, food, machinery and transport equipment, and in miscellaneous
transactions and commaodities. On the other hand, the decrease in exports of
goods was underpinned by decreased exports of mineral fuels, chemicals and
semi-manufactured goods, crude materials, semi-manufactured goods, and
miscellaneous transactions and commaodities®.

In the first half of 2013, the current account to GDP was in deficit by 0.8 per cent
compared with a deficit of 1.9 per cent registered in the same period of 2012.

Sectoral Growth in Gross Value Added

Gross Value Added (GVA) is defined as the value generated by units engaged
in production activities and is obtained by taking the excess of output over
intermediate consumption. Intermediate consumption consists of the value of
goods and services consumed as inputs in the production process, excluding

Chart 2.2
Contribution to Growth in Gross Value Added
Percentage Points
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Professional, scientific and technical activities .:l
Real estate activities 1
Financial and insurance activities ;
Information & communication ;
&retail; ion; & i ]
Construction ';
of which Manufacturing — m—|
Electricity, Water, & Manufacturing™ e ——
Agriculture &fishing | ]
3 2 il 0 il 2 3 4 5 6

OJan-June 2013 ®Jan-June 2012

*Include food services activities

**Includes quarrying

Economic Survey November 2013

15



16

Sectoral Gross Value Added
(at basic prices)

Table 2.4 € million

2009 2010 2011 2012 2012 2013

Jan-Jun Jan-Jun

Agriculture, forestry and fishing 89.3 94.2 87.3 90.8 42.1 45.0
Mining and quarrying; manufacturing; and utilities 807.0 860.7 822.6 795.2 380.5 436.2
of which Manufacturing 661.7 716.1 740.4 761.1 362.7 3829
Construction 249.6 246.9 243.0 237.6 1193 1157
Wholesale and retail trade; repair of motor vehicles and motorcycles; 1,1122 1,1704 1,209.1 1,268.1 587.6 601.3
transportation and storage; accommodation and food service activities
Information and Communication 274.2 302.2 352.9 3820 186.0 1974
Financial services 3259 4041 4583 4948 2505 2653
Real estate activities 3331 3365 3463 3454 1716 1738
Professional, scientific and technical activities; administrative 480.2 5254  570.1 5981 277.0 3023

and support service activities

Public administration and defence; compulsory social security; 994.8 1,0546 1,100.0 1,162.0 5755 610.5

education; human health and social work activities

Arts, entertainment and recreation, repair of household goods and other services 511.7 574.0 562.8 580.9 289.7 290.6

Gross Value Added 5,178.0 5,569.0 5,752.5 5,955.0 2,879.7 3,038.1

Source: National Statistics Office

the consumption of fixed assets. Gross value added at basic prices does not
include taxes less subsidies on products as output is valued at basic pries,
while intermediate consumption is measured at purchasers’ prices. The sectoral
contributions to growth in GVA during the Survey period are shown in Chart 2.2
whereas the growth in GVVA at sectoral level at basic prices is shown in Table 2.4.

During the Survey period, GVA at basic prices increased by 5.5 per cent
compared with a 1.6 per cent in the same period of 2012. Growth in GVA at
basic prices is attributable to increases registered in all sectors of the economy
with the exception of the construction activities sector. Significant increases
were recorded in the public administration and defence, compulsory social
security, education, human health and social work activities sector, in the
manufacturing sector, in the professional, scientific and technical activities
sector, in the financial and insurance activities sector, in the wholesale and retail
trade sector, in the information and communication sector, and in the mining
and quarrying, electricity, gas, steam and air conditioning supply, water supply,
sewerage, waste management and remediation activities sector. The increase in
the latter category is largely the result of a base effect over the preceding period.
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During the Survey period, GVA at basic prices in agriculture, forestry and fishing
increased by €2.9 million, from €42.1 million in the first half of 2012 to €45.0
million in the same period of 2013, mainly attributed to increases in crop and
animal production, hunting and related service activities.

GVA in the construction sector decreased by 3.0 per cent or €3.6 million during
the first two quarters of 2013 when compared to the same comparable period
last year. This decrease follows the trend that prevailed in the first half of 2012
and that of 2011 whereby a decline of 2.5 per cent and a decline of 0.5 per
cent were registered respectively in comparison to the corresponding period
of the previous year.

GVAin the wholesale and retail trade, repair of motor vehicles and motorcycles,
transportation and storage, accommodation and food services increased by 2.3
per cent during the same period. At a more disaggregated level, GVA at basic
prices in the wholesale and retail trade sector in the January-June 2013 period
stood at €298.9 million, a rise of 0.5 per cent when compared to the same period
in 2012. On the other hand, during the survey period, the transportation and
storage sector increased by 3.0 per cent to €170.7 million. The accommodation
and food service activities sector also registered a rise of 6.0 per cent in GVA
at basic prices, amounting to €7.5 million.

The manufacturing sub-sector registered positive growth rates, increasing by
€20.1 million or 5.5 per cent during the first two quarters of 2013 over the same
period of 2012. This increase registered in the January-June period of 2013
contrasts with a decrease of 4.4 per cent registered in the first half of 2012.
At a more detailed sectoral level, significant increases were recorded in the
manufacturing of motor vehicles, trailers and semi-trailers (23.7 per cent), in the
manufacturing of electrical equipment (23.2 per cent), and in the manufacture of
coke and refined petroleum products and in the manufacture of chemicals and
chemical products (20.0 per cent). On the other hand, there were also significant
declines in the repair and installation of machinery and equipment (21.0 per
cent), in the manufacturing of textiles (17.8 per cent), in the manufacturing of
fabricated metal products, except machinery and equipment (8.4 per cent) and
in the manufacturing of other transport equipment (7.9 per cent).

The information and communication sector registered an increase in GVA of 6.1
per cent in the first half of 2013, equivalent to €11.4 million, thus reaching the
level of €197.4 million by the end of the Survey period. Moreover, activities
classified under the financial and insurance activities reported an increase in
GVA of 5.9 per cent during the first two quarters of 2013 compared with the
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same period in 2012.

GVA in the professional, scientific and technical activities; administration and
support services activities increased by €25.3 million or 9.1 per cent compared
with a 2.0 per cent increase registered in the same period of 2012. GVA in the
public administration and defence, compulsory social security, education, human
health and social work activities sector increased by 6.1 per cent during the
Survey period. At the same time, GVA increased by 0.3 per cent in the sector
comprising arts, entertainment and recreation, repair of household goods and
other services.

Gross Domestic Product from the Income Approach

Compensation of employees increased by 5.4 per cent during the first six months
of 2013 compared with an increase of 3.1 per cent for the same period of 2012.
This increase was mainly underpinned by notable increases in the compensation
of employees in the real estate activities sector, in the professional, scientific and
technical activities sector, in the public administration and defence, compulsory
social security, education, human health and social work activities sector, in
the financial and insurance activities sector as well as in the information and
communication sector. During the first half of 2013, the share of employee
compensation to GDP at market prices increased marginally by 0.3 percentage
points to 45.8 per cent, as the growth rate in the compensation of employees

Chart 2.3
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exceeded the rate of GDP growth. Chart 2.3 illustrates the developments in
compensation of employees at market prices over the period 2009-2012 at a
quarterly basis and the first two quarters of 2013.

Compensation per employee as measured by average nominal weekly gross
wages and salaries per employee stood at €357.17 during the first half of 2013
compared to €349.08 in the same period of 2012. This represents an increase
of 2.3 per cent. In real terms, average weekly compensation during the first
half of 2013 stood at €331.88 up by 0.5 per cent when compared with the
first two quarters of 2012. These growth rates in compensation per employee
are underpinned by a strong increase in nominal compensation of employees
reflecting sustained growth in employment. It is to be noted that data in respect
of wages and salaries relates to national accounts data and hence incorporate
the earnings of both full-time and part-time primary employees, with the latter
becoming increasingly more relevant, partly as a result of the increasing female
participation in the economy. Furthermore, in estimating average weekly wages
per employee, the segment of National Insurance contribution paid by employers
is excluded from calculations. Real average weekly wage figures were obtained
by deflating the latter using inflationary developments in the Retail Price Index
(RP1). Developments in wages and salaries are shown in Chart 2.4 and Table 2.5.

Gross operating surplus and mixed income increased by 5.8 per cent during
the first half of 2013, compared to a decrease of 0.2 per cent achieved during

Chart 2.4
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Average Weekly Wage per Employee*

Table 2.5
Nominal Real**

Value Change Value Change
€ % € %
2009 337.31 3.1 337.92 1.0
2010 342.12 1.4 337.60 -0.1
2011 344.37 0.7 330.81 -2.0
2012 352.06 2.2 330.23 -0.2
2012 (Jan-Jun) 349.08 0.9 330.35 -1.2
2013 (Jan-Jun) 357.17 2.3 33188 0.5

*Excludes employers’ National Insurance contributions

**Base year of RPI index (December 2009 = 100)

Source: National Statistics Office

the same comparable period last year. This positive development resulted in
an increase in the ratio of gross operating surplus to GDP at market prices of
0.4 percentage points to 42.5 per cent.

Meanwhile, taxes on production and imports decreased by €4.1 million during
the first two quarters of 2013 while subsidies increased only by €0.2 million
when compared to the same comparable period last year. This resulted in a
decrease in net taxes of €4.3 million or 1.0 per cent during the first half of
2013. Developments in GDP from the income approach are found in Table 2.6.
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Gross Domestic Product from the Income Side

Table 2.6 € million

2009 2010 2011 2012 2012 2013

Jan-Jun Jan-Jun

Compensation of employees 2,723.0 2,815.8 2,920.4 3,040.5 1,498.0 1,578.8
Gross operating surplus

and mixed income 2,466.0 2,763.3 2,841.0 2,923.2 1,384.6 1,465.2
Taxes on production and

imports 831.0 864.6 929.9 9426 446.4 4423
Less Subsidies 64.0 66.9 65.1 76.9 36.8 37.0

Gross Domestic Product

at current market prices 5,956.0 6,376.8 6,626.2 6,829.5 3,292.1 3,449.3

Source: National Statistics Office

Gross National Income

Gross National Income (GNI) is calculated by adjusting Gross Domestic Product
at market prices for net compensation received from or paid to the rest of the
world, subsidies less taxes from/to the rest of the European Union and net
income property from the rest of the world. Hence, GNI represents the total
primary income receivable by resident institutional units.

During the January-June 2013 period, GNI at market prices increased by €130.9
million, or by 4.3 per cent. This growth in GNI was underpinned by a decline in
the amount of outflow of property income to the rest of the world. Indeed, this
item declined further from a net outflow of €224.7 million in January-June 2012
to a net outflow of €254.4 million in the corresponding period of 2013. This
constitutes a deterioration of €29.6 million. With regards to the net subsidies
on products from the EU from net taxes, the GNI was not affected in the first
half of 2013. In contrast, it declined by €3.2 million in the first half of 2012.
On the other hand, outflows under the net compensation of employees from
the rest of world increased from €1.8 million to €1.9 million over the Survey
Period. Developments in GNI are shown in Table 2.7.
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Footnotes:

* The data presented in this Chapter is based on national accounts data compiled according to
the European Systems of Accounts (ESA95) methodology.

2 Gross Domestic Product at current market prices is estimated by the National Statistics Office
(NSO) from the production side, involving the aggregation of the output of various productive
sectors net of the cost of intermediate inputs. A reconciliation of the production side with estimates
of expenditure on output produced is then carried out and the residual between the two approaches
in included in the changes in inventories component.

3 Over the short-term international trade data may be affected by fuel imports and re-exports.
According to data for the first half of the year, fuel accounts for around 40.0 per cent of exports
of goods and 43.0 per cent of imports of goods.
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3. Employment

This Chapter presents an overview of developments in the labour market,
covering the period 2010-2012 as well as the first half of 2013. The aggregate
indicators presented in this Chapter are based on the Labour Force Survey
(LFS), unless otherwise stated, given that it is in line with the methodologies of
the European Union’s statistical agency, Eurostat, and the International Labour
Organisation (ILO) hence enabling comparability across EU Member States,
in the sense of being independent of the national administrative and legislative
frameworks. The sectoral decomposition of economic activity is based on the
administrative records of the Employment and Training Corporation (ETC).
The classification of this data is based on NACE Rev. 2. It is important to note
that the LFS is not directly comparable to statistics originating from the ETC
primarily due to differences in the definitions and methodology of the two
databases.

Labour Market Developments

The performance of the Maltese labour market during the first half of 2013 has
been generally positive as strong increases in the activity rate were translated
into increases in employment whilst the unemployment rate increased
marginally. By August, the harmonised and seasonally adjusted unemployment
rate fell slightly and stood at 6.4 per cent.

Recent Employment Trends

As can be seen in Table 3.1, by the end of June 2013, the labour force (i.e.
the total number of people employed plus unemployed) stood at 189,620, an
increase of 5,915 or 3.2 per cent over the level recorded at the end of June
2012. Meanwhile, total employment increased by 5,134 or 3.0 per cent to reach
176,862. By the end of June 2013, the female labour force increased by 3,727
or 5.6 per cent to 70,785, and female employment increased by 3,569 or 5.7
per cent to 66,214. During the same period, the number of males in the labour
force increased by 2,188 or 1.9 per cent, reaching 118,835. Meanwhile, male
employment increased by 1,565 or 1.4 per cent to stand at 110,648 at the end
of the Survey period. Overall, the short-term developments observed showed
a continuation of the previous trend in favour of female employment.

Table 3.2 presents the distribution of employed persons by type of employment
in main occupation. 85.0 per cent of those employed during April and June
2013 worked on a full-time basis. In fact, 92.2 per cent and 72.9 per cent of the
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male and female employed persons worked on a full-time basis, respectively.
Additionally, the share of part-timers in total male employment stands at 7.2
per cent while the share for females stands at 20.5 per cent. According to the
LFS, 6.6 per cent of females worked on a full-time basis with reduced hours
by the end of the second quarter of 2013. It is pertinent to note that full-time
employment increased by 4,830 or 3.4 per cent over the period 2010 to 2012.
Meanwhile, full-time employment with reduced hours rose from 3,319 to 4,157,
whilst part-time employment increased from 17,198 to 20,019. Consequently,
the share of full-timers in total employment declined from 87.5 per cent in 2010
to 86.0 per cent in 2012, while the share of part-timers in total employment
increased by 1.1 percentage points to 11.6 per cent in 2012.

A breakdown of employment by economic activity, based on the LFS, shows
that during the period under review, 31.8 per cent of males were employed in
wholesale and retail trade, transportation and storage, accommodation and food
service activities. On the other hand, 42.2 per cent of females worked in public
administration, defence, education, human health and social work activities. A
detailed sectoral breakdown of employment is provided later in this Chapter.

As illustrated in Table 3.3, in the second quarter of 2013, the employment rate
(showing the number of persons engaged in employment as a percentage of the
total working age population) increased by 2.0 percentage points to 60.5 per
cent when compared to the same period a year earlier. This reflects an increase
in the female and male employment rate from 43.9 per cent to 46.5 per cent
and from 72.5 per cent to 73.9 per cent, respectively.

In addition, the age distribution of the employment rate, presented in Table 3.3,
shows that 44.0 per cent of persons aged between 15 and 24 were employed
between April and June 2013, following an increase of 2.9 percentage points
over the corresponding period. It is noteworthy that, over the twelve month
period to the end of June 2013, the share of males and females engaged in
employment, out of the 15-24 working age population age bracket, became
relatively equivalent to each other, as a result of an increase of 6.0 percentage
points in the female employment rate. During the same period, the employment
rate for persons aged between 25 and 54 increased by 1.2 percentage points
to 74.2 per cent. Moreover, male and female employment rates under this age
bracket improved by 1.1 percentage points to 90.1 per cent and 57.5 per cent,
respectively. Meanwhile, between April and June 2013, 35.6 per cent of the
working age population pertaining to persons aged between 55 and 64 were
employed. When compared to the same period a year earlier, the employment
rate for the 55-64 age bracket improved by 3.0 percentage points, reflecting an
increase of 2.5 percentage points and 3.5 percentage points for the male and
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Employment Rates by Age

Table 3.3
2010 2011 2012 2012 2013
Apr-June Apr-June
Total (15-64) 56.1 57.6 59.1 58.5 60.5
Male 72.4 73.6 73.3 72.5 73.9
Female 39.3 41.0 442 43.9 46.5
15-24 447 44.7 43.8 41.1 44.0
Male 47.6 48.4 46.2 44.5 44.7
Female 415 40.6 41.2 37.3 43.3
25-54 68.7 70.6 72.7 73.0 74.2
Male 88.9 89.8 89.5 89.0 90.1
Female 47.7 50.6 55.2 56.4 57.5
55-64 30.4 31.8 33.6 32.6 35.6
Male 48.2 50.2 51.7 51.0 53.5
Female 13.0 13.7 15.8 14.5 18.0

Source: National Statistics Office

female employment rates to reach 53.5 per cent and 18.0 per cent, respectively.

Table 3.3 shows that, on average, between 2010 and 2012 the most notable
improvements in employment rate were observed in the age bracket 25-54
(4.0 percentage points), which were mainly driven by female employment
(7.5 percentage points). Indeed, on average, during the same period, the
rate of females engaged in employment out of the working age population
increased from 47.7 per cent to 55.2 per cent. Similarly, the oldest cohort saw
its employment rate increasing from 30.4 per cent to 33.6 per cent, while the
youngest cohort reported a decline of 0.9 percentage points to 43.8 per cent. This
resulted from the fact that male and female employment rates for the elderly
bracket expanded, whereas the employment rates for both gender pertaining
to the age bracket 15-24 declined.

Developments in the Unemployment Rate

According to the LFS, during the period April to June 2013, the number of
unemployed persons stood at 12,758. Consequently, the unemployment rate
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(defined as unemployed persons as a percentage of the labour force) increased
marginally by 0.2 percentage points to 6.7 per cent, when compared to the
same period a year earlier, as shown in Table 3.1. Hence, at an aggregate level,
the observed developments during the twelve months to the second quarter of
2013 reflect increases in labour participation which were not entirely met by
job creation. Statistics for the period 2010-2012 indicate that the number of
unemployed persons was relatively unchanged, hovering around 11,909 persons
with the unemployment rate decreasing from 6.9 per cent in 2010 to 6.4 per
cent in 2012. Meanwhile, more recent statistics by Eurostat indicate that the
deseasonalised harmonised unemployment rate stood at 6.4 per cent in August
2013, thus indicating that this indicator remained broadly stable during the first
eight months of 2013 with upward movements recorded in March and May
being reversed in subsequent months.

During the twelve months to the second quarter of 2013, the breakdown of
unemployment by gender shows that the number of unemployed males and
females increased by 623 and 158 to reach 8,187 and 4,571, respectively.
Consequently, females accounted for 35.8 per cent of the total unemployment
whereas males accounted for the remaining 64.2 per cent. At the same time, the
male unemployment rate increased marginally by 0.4 percentage points to 6.9
per cent when compared to the second quarter of 2012. Meanwhile, the female
unemployment rate declined slightly by 0.1 percentage points to 6.5 per cent.
Between 2010 and 2012, male unemployment rate dropped from 6.9 per cent
to 5.9 per cent, while the unemployment rate for females increased marginally
from 7.1 per cent to 7.3 per cent.

Chart 3.1 presents a breakdown of unemployment rates by age. The youth
unemployment rate for April-June 2013 was estimated at 15.7 per cent, while the
unemployment rate for persons aged over 25 stood at 5.1 per cent. Consequently,
compared to the same period a year earlier, youth unemployment rate dropped
by 0.4 percentage points whilst the unemployment rate for persons aged 25-plus
increased by 0.3 percentage points. From a longer-term perspective, the youth
unemployment rate was on a positive trend, up by 1.1 percentage points to 14.2
per cent over the three-year period to 2012. By contrast, the unemployment
rate for persons aged 25-plus dropped, on average, to 5.0 per cent, down by 0.7
percentage points between 2010 and 2012 and down by 0.1 percentage points
between 2011 and 2012.

The monthly harmonised deseasonalised unemployment rate for Malta is shown
in Chart 3.2. It is noteworthy that between 2009 and 2012, the harmonised
unemployment rate was more volatile compared to the first eight months of
2013. Between 2009 and early 2010, the unemployment rate was on the rise,
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such that by February 2010 the unemployment rate peaked at 7.5 per cent. In
light of the economic recovery sustained since 2010, the unemployment rate
decreased to reach 6.5 per cent in December 2012. The unemployment rate
remained relatively stable during the course of 2013, reaching the rate of 6.4
per cent in August.

Labour Market Participation

In the second quarter of 2013, the activity rate (defined as the labour force as a
percentage of the population of working age) stood at 64.9 per cent, following
an increase of 2.3 percentage points over the second quarter of 2012. Table 3.4
shows that this development reflected an increase in the female activity rate of
2.8 percentage points to 49.8 per cent and an increase in the male activity rate
of 1.7 percentage points to 79.4 per cent. Meanwhile, the number of inactive
persons decreased by 3,367 persons or 1.9 per cent to 170,614; of which 74.9
per cent of the decrease was accounted for by females. Overall, the observed
developments over the one year period to the second quarter of 2013 are in part
a continuation of past trends. Indeed, between 2010 and 2012, the activity rate
exhibited an upward trend, reaching on average 63.1 per cent in 2012. During
the same three year period, the female activity rate improved by 5.4 percentage
points to 47.7 per cent, while the male activity rate remained moderately
unchanged at 78.0 per cent.

Activity Rates by Age

Table 3.4
2010 2011 2012 2012 2013
Apr-June Apr-June
Total (15-64) 60.4 61.6 63.1 62.6 64.9
Male 77.8 78.5 78.0 7.7 79.4
Female 423 44.1 47.7 47.0 49.8
15-24 51.4 51.8 51.0 49.0 52.2
Male 55.4 56.2 53.6 53.4 55.3
Female 47.2 47.1 48.2 44.2 48.8
25-54 731 74.7 76.7 76.9 78.3
Male 94.5 94.9 94.1 94.2 95.2
Female 50.8 53.7 58.4 58.9 60.6
55-64 31.8 32.7 34.9 33.8 37.4
Male 50.5 51.6 53.3 52.2 55.6
Female 13.4 14.1 16.7 15.8 19.4

Source: National Statistics Office
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Turning to the age distribution of activity rates which is illustrated in Table 3.4,
the highest activity rate (78.3 per cent) was observed in the age group 25-54,
followed by the age groups 15-24 (52.2 per cent), and 55-64 (37.4 per cent)
in the second quarter of 2013. The gender distribution shows that males have
a higher activity rate in all age groups. However, the female activity rate has
been converging with the male activity rate in all age brackets. Furthermore,
age group 15-24 exhibits the narrowest gender gap, while age group 55-64
has the widest gender gap in activity rate. Changes in activity rates by age and
gender are fairly in line with past trends. Between 2010 and 2012 most changes
in activity rates were, on average, as a result of improvements driven by the
female labour force participation in all age groups, particularly in the age group
25-54 which recorded an increase of 7.6 percentage points. By contrast, during
the three year period to 2012, the only age bracket that reported an increase in
the male activity rate was 55-64, which increased by 2.8 percentage points. It
is also noteworthy that the female labour participation for the age group 55-64
increased by 3.3 percentage points to stand at 16.7 per cent in 2012.

General Labour Market Developments in the Euro Area and
the EU
The depth and duration of the decline in international economic activity have led

to fragile labour market dynamics in the EU, but continued to vary substantially
between Member States. As shown in Chart 3.3, the employment growth rate

Chart3.3

Employment Growth Rate
Apr-June 2012 - Apr-June 2013

4
3
2
. nnnﬂﬂﬂﬂ"
0 ___l'ln
uuuuuuu
-1
-2
-3
-4
4
IR R ~ @ O g X > S
S SsEEFeSByEBsRegeyESEgpegozE g
D5 BSaoassS<<8 e85 D c c 20T 8 S 56 835 88 S 5
©OSS8Ep OUccso2m T8 CEDOODS QT ES D20 T =&
60589 3 ITxoz BULESe=32L£o2525=-""0
Onq = o < 2 c92mhHhams ELE LS
n < 0 x O SoxxO0Ox T
7] X 5 <
= 3L 3
c N
S5 O

Economic Survey November 2013



— measured as the second quarter year-on-year growth rate — was robust in
Estonia (3.3 per cent), Malta (3.0 per cent), and Latvia (2.6 per cent). On the
other hand, considerable employment losses of 4.2 per cent were recorded in
Greece, Cyprus, and Croatia. Moreover, employment dropped by 0.3 per cent
for the EU28 and by 0.8 per cent for the Euro Area. The observed declines in
employment were related to many sectors in the economy, but were particularly
large in the construction and manufacturing sectors.

As illustrated in Table 3.5, during the second quarter of 2013, activity rates
increased in the majority of EU Member States when compared to the same
period of 2012. The activity rate for the EU28 rose by 0.3 percentage points
to 71.9 per cent while the activity rate for the Euro Area improved by 0.2
percentage points to 72.2 per cent. Sweden (82.0 per cent), Netherlands (79.7 per
cent), and Denmark (78.3 per cent) registered the highest activity rates during
the second quarter of 2013. Meanwhile, as shown in Chart 3.4, strong activity
rate improvements were recorded in Malta (2.3 percentage points), Bulgaria
(1.8 percentage points) and the Czech Republic (1.5 percentage points). Despite
the positive development in the activity rate for Malta during the period under
review, the rate is 7.0 percentage points and 7.3 percentage points lower than
that of the rates for the EU28 and Euro Area average, respectively. Nonetheless,
these gaps were reduced by around 2.1 percentage points over the same period.

Activity Rates across EU

Table 3.5

2012 2013 2012 2013

Apr-June Apr-June Apr-June Apr-June

EU28 71.6 71.9 Latvia 74.7 73.3
EAL17 72.0 72.2 Lithuania 71.9 724
Belgium 66.5 67.5 Luxembourg 68.5 69.7
Bulgaria 66.6 68.4 Hungary 64.2 65.0
Czech Republic 71.3 72.8 Malta 62.6 64.9
Denmark 79.1 78.3 Netherlands 79.2 79.7
Germany 76.9 77.4 Austria 75.9 75.9®
Estonia 75.0 75.3 Poland 66.4 66.8
Ireland 69.4 70.2 Portugal 74.1 73.5
Greece 67.8 68.2 Romania 64.6 65.3
Spain 74.1 73.9 Slovenia 69.6 70.4
France 70.8 71.2 Slovakia 69.3 69.7
Croatia 60.8 60.0 Finland 77.2 775
Italy 63.9 63.4 Sweden 81.3 82.0
Cyprus 73.4 72.9 United Kingdom 75.9 76.3

(b) break in time series

Source: Eurostat
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Change in Activity Rate
Apr-June 2012 - Apr-June 2013 (percentage points)

Chart 3.4
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In August 2013, the seasonally-adjusted harmonised unemployment rate for
Malta stood at 6.4 per cent, thus indicating that this indicator remained broadly
stable during the first eight months of 2013 with upwards movements recorded
in March and May being reversed in subsequent months. In August 2013, the
EU28 and the Euro Area unemployment rates were 10.9 per cent and 12.0 per
cent, respectively, broadly unchanged from the rates recorded in the earlier
months of 2013. However, during the year to August 2013, the unemployment
rate for both zones increased by 0.3 and 0.5 percentage points, respectively.
Consequently, during August 2013, the Maltese unemployment rate was
4.5 percentage points lower than EU28 and 5.6 percentage points below the
Euro Area average. Furthermore, in August 2013, the lowest unemployment
rates were those recorded in Austria (4.9 per cent), Germany (5.2 per cent),
Luxembourg (5.8 per cent), and Malta (6.4 per cent). By contrast, as illustrated
in Chart 3.5, the highest unemployment rates were recorded in Greece (27.6
per cent?), and Spain (26.2 per cent).

As shown in Table 3.6, between 2007 and 2012, the unemployment rate for
the EU28 rose by 3.3 percentage points, to reach 10.5 per cent in 2012, This
increase reflects unemployment rate increases in most EU Member States.
Notable increases were recorded in Spain (16.7 percentage points), Greece
(16.0 percentage points), Ireland (10.0 percentage points), and Lithuania (9.6
percentage points). Likewise, a considerable increase in the unemployment
rate was recorded in Latvia, Cyprus, Portugal, and Croatia. It is however
noteworthy that in Germany, the unemployment rate declined to 5.5 per cent
in 2012 from 8.7 per cent recorded in 2007. Moreover, in Austria and Malta,
the unemployment rate in 2012 returned to its pre-crisis level.

Sectoral Employment

This section presents a sectoral overview of developments in the labour market,
covering the period from December 2010 to December 2012 and, on the
basis of more recent data, from May 2012 to May 2013. More recent data on
unemployment is also used to shed light on the profile of unemployed persons
up to August 2013. Unless otherwise specified, the data presented in this
section are based on administrative records of the Employment and Training
Corporation (ETC). During 2013, the ETC revised provisional data published
earlier, in line with its objective of maintaining a continuous update of labour
market data. Therefore, the data in this Chapter are not directly comparable
with those presented in previous issues of the Economic Survey.

As shown in Table 3.7, at the end of May 2013, the full-time gainfully occupied
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population increased by 2,983 or 2.0 per cent to reach 154,928, illustrating that
the positive trend followed in recent years was sustained in the recent months,
as shown in Chart 3.6.

Up to May 2013, both the private sector and the public sector contributed to
the rise in employment. The increase in full-time employment was mainly due
to a positive performance in the private sector. Indeed, as shown in Table 3.7,
during the period from May 2012 to May 2013, the private and public sector
gainfully occupied population (inclusive of temporary employees) rose by
2,097 or 1.9 per cent and 886 or 2.2 per cent, respectively. Overall, the observed
developments over the year to May 2013 are in part a continuation of past trends,
with the exception of a drop recorded in public sector employment during
December 2011 and December 2012. Indeed, during the period December 2010
to December 2012, private and public sector employment expanded by 4,980 or
4.6 per centand 372 or 0.9 per cent, respectively. Hence, in May 2013, private
sector employment accounted for 73.0 per cent of the total full-time gainfully
occupied population as illustrated in Chart 3.7.

The self-employed population in May 2013 stood at 17,935, reflecting increase
of 71.0 or 0.4 per cent over May 2013. Both the male and the female self-
employed population recorded an increase. It is pertinent to note that the male
self-employed population declined by 111 or 0.7 per cent from December 2010
to December 2012, while the female self-employed population increased by 259
or 9.1 per cent. In part, the latter may be the result of higher female participation

Chart 3.6
Labour Force and Gainfully Occupied Population
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Chart 3.7
Gainfully Occupied Population*
Private and Public Sectors Percentage Share
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rate. Nevertheless, the share of females in the self-employed population (at
17.9 per cent) remains relatively low compared to a share of 35.4 per cent of
females in total gainfully occupied.

During the year to May 2013, public sector employment increased by 886 or
2.2 per cent, primarily due to an increase of 894 or 3.0 per cent in government
departments employees. Decreases of 27 or 0.3 per cent were recorded in
independent statutory bodies, while public majority shareholding corporations
recorded an increase in employees of 19 or 1.0 per cent, as illustrated in Table
3.8. A sectoral breakdown of public sector gainfully occupied shows that the
increase is mainly attributed to higher employment in education, human health
and social work, and public administration and defence activities. Meanwhile,
between December 2010 and December 2012, as shown in Table 3.8, public
sector employment increased by 372 or 0.9 per cent. This increase was driven
by employment increases in government departments by 454 or 1.5 per cent and
in independent statutory bodies by 235 or 2.8 per cent. By contrast, companies
with public sector majority shareholding registered decreases in employment
of 317 or 15.1 per cent.

Chart 3.8 shows that during the year to May 2013 and throughout the three year
period to December 2012, the increase in full-time employment was mainly due
to positive developments in market services. In fact, between May 2012 and
May 2013 total employment in market services activities increased by 3,789
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or 3.3 per cent, while the gainfully occupied population in direct production
declined by 806 or 2.1 per cent, over the same period. These developments are
in line with the trends noted in previous years. Indeed, between December 2010
and December 2012, employment in market services increased by 6,581 or 6.0
per cent, whilst gainfully occupied in direct production decreased by 1,229 or
3.2 per cent, highlighting the fact that over the years Malta has become more
services-oriented.

Direct Production

Total employment in direct production activities decreased by 806 or 2.1 per
cent to 37,055 in May 2013, as shown in Chart 3.9. Consequently, the share of
total direct production to the gainfully occupied population amounted to 23.9 per
cent. Both employment in the private and the public sector within this category
have followed the trends recorded in previous years. Indeed, as highlighted in
Table 3.9, private sector employment in direct production reached 30,756 in
December 2012, down from 31,508 three years earlier. Meanwhile, the public
sector recorded a decline of 477 or 7.1 per cent during the same period. The
private sector is the major player in direct productive activities, having a share
of 83.5 per cent in May 2013.

The negative developments recorded in private direct production employment
mainly reflected decreases in the construction and manufacturing sectors. In

Chart 3.9
Developments in Employment in Selected
Manufacturing Sectors
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Employment in Direct Production*

Table 3.9
2010 2011 2012 2012 2013
Dec Dec Dec May May
Agriculture, forestry and fishing 2,150 2,116 2,104 2,089 2,079
Private 1,992 1,955 1,940 1,928 1,908
Public 158 161 164 161 171
Mining and Quarrying 347 312 295 290 285
Private 347 312 295 290 285
Public 0 0 0 0 0
Manufacturing 20,317 20,109 19,888 20,090 19,923
Private 20,213 20,045 19,828 20,025 19,869
Public 104 64 60 65 54
Electricity, gas, steam and air conditioning supply 1,622 1,592 1,540 1,570 1,541
Private 1 8 5 5 14
Public 1,621 1,589 1,535 1,565 1,527
Water supply and waste management 1,475 1,470 1,439 1,471 1,403
Private 293 318 329 335 320
Public 1,182 1,152 1,110 1,136 1,083
Construction 12,323 12,058 11,739 12,351 11,824
Private 8,662 8539 8359 8874 8531
Public 3,661 3519 3380 3477 3,293
Total Employment in Direct Production 38,234 37,657 37,006 37,861 37,055
Private 31,508 31,172 30,756 31,457 30,927
Public 6,726 6,485 6,249 6,404 6,128

* Including temporary employees

Source: Employment and Training Corporation

fact, over the twelve months to May 2013, construction and manufacturing
employment recorded a decrease of 527 or 4.3 per cent and 167 or 0.8 per
cent, respectively.

A closer look at manufacturing employment in Table 3.10 shows that in the
twelve months to May 2013, total private sector increases in manufacturing
employment amounted to 233. This was partly offset by a decline of 389 in
the private sector. Furthermore, employment in public sector manufacturing
declined by 11.

Data for the major manufacturing sub-sectors is also presented in Table 3.11.
This data show that over the year to May 2013, employment increased in the
manufacturing of transport equipment; chemical products; computer, electronic
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Changes in Manufacturing Employment*

Table 3.10
2011-10 2012-11 2013-12
Dec Dec May
Total Change -208 -221 -167
Private -168 -217 -156
Public -40 -4 -11
Total Private Increases 356 55 233
Total Public Increases 0 0 0
Total Private Decreases 524 372 389
Total Public Decreases 40 4 11

* Including temporary employees

Source: Compiled from Employment and Training Corporation data

equipment and machinery; and rubber, plastic and other non-metallic products
subsectors, while the largest declines in the manufacturing sector were recorded
in the manufacturing of food, products, beverages, and tobacco; basic metals and
fabricated metal products; textiles and leather products; and furniture subsectors.
In May 2013, employment in manufacturing of transport equipment rose by
102 or 10.0 per cent when compared to May 2012. In total, during the same
period, employment in chemical products; computer, electronic equipment and
machinery; and rubber, plastic and other non-metallic products increased by 63
or 0.9 per cent. By contrast, employment in manufacturing of food, products,
beverages, and tobacco declined by 93 or 2.9 per cent whereas employment
in basic metals and fabricated metal products decreased by 91 or 6.7 per cent
for the year ending May 2013. At the same time, employment in textiles and
leather products; and furniture decreased by 72 or 7.9 per cent and 36 or 3.0
per cent, respectively.

Chart 3.9 gives a longer-term perspective of the most notable changes
registered in the manufacturing sector. Manufacturing of coke, chemical and
pharmaceutical products increased by 186 or 14.6 per cent between December
2010 and December 2012. Meanwhile, manufacturing of rubber, plastic
and other non-metallic products and manufacturing of computer, electronic
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equipment and machinery declined by 104 or 3.7 per cent and 85 or 2.7 per
cent, respectively over the same period.

During the year ending May 2013, the largest shares in the manufacturing sector
were accounted for by manufacturing not elsewhere classified; manufacturing of
food, products, beverages, and tobacco; manufacturing of computer, electronic
equipment and machinery; and manufacturing of rubber, plastic and other non-
metallic products. Each of these subsectors accounted for around 15.0 per cent
of total manufacturing employment.

Market Services

Market services activities remained the primary source of job creation in the
Maltese economy during the Survey period. Indeed, as shown in Table 3.12
and Table 3.13, between May 2012 and May 2013, total employment in this
category expanded by 3,789 or 3.3 per cent, to stand at 117,873 at the end of
May 2013. This figure constituted nearly 76.1 per cent of the total gainfully
occupied population in May 2013, up from 75.1 per cent in May 2012. Total
employment increases amounted to 4,103 over the twelve month period to
May 2013, originating mainly in the private sector and in particular activities
related to professional, technical and administrative activities; education; and
health and social work. All other sectors, except the transport and storage sector,

Changes in Employment in Market Services*

Table 3.12
2011-10 2012-11 2013-12
Dec Dec May
Total Change 3,397 3,184 3,789
Private 2,658 3,074 2,627
Public 739 110 1,162
Total Private Increases 3,301 3,274 2,891
Total Public Increases 966 611 1,212
Total Private Decreases 643 200 264
Total Public Decreases 227 501 50

*Including temporary employees

Source: Compiled from Employment and Training Corporation data
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registered increases in their employment levels. As illustrated in Table 3.12,
total job losses totalled 314.

In May 2013, employment in information and technology increased by 311 or 6.3
per cent when compared to the same month in 2012. When comparing December
2012 to December 2010, employment within the subsector increased by 479
or 10.3 per cent. Similar developments occurred in financial and insurance
activities; and arts, entertainment, and recreation. Between May 2012 and May
2013, the former increased by 181 or 2.6 per cent while the latter increased
by 216 or 4.5 per cent respectively. Over the period between December 2010
and December 2012, financial and insurance activities recorded an increase in
employment by 437 or 6.5 per cent while employment in arts, entertainment,
and recreation rose by 675 or 15.8 per cent.

Over the twelve months to May 2013, employment in transport and storage
declined marginally by 23 or 0.3 per cent. This contrasts with the significant
increase noted during the year to December 2011 where employment within
this subsector increased by 478 or 5.6 per cent over the previous year. Between
December 2012 and December 2011 the trend was reversed as employment in
this subsector declined by 157 or 1.7 per cent. Meanwhile, employment in real
estate activities remained relatively unchanged throughout the years. In fact, in
May 2013 employment within the sector amounted to 977, and remained roughly
stable over the same month in the previous year. When comparing December
2012 to December 2010, employment within the sector increased by 28 or 3.0
per cent. Furthermore, employment in wholesale and retail increased by 17 or
0.1 per cent during the one year period to May 2013 reflecting a significant
slowdown from the growth rates recorded in previous years.

In May 2013, employment in accommodation and food service activities stood
at 9,868, reflecting an increase of 86 or 0.9 per cent over the preceding year.
When comparing December 2012 to the same month in 2010, employment
within this subsector increased by 195 or 2.1 per cent.

Chart 3.10 graphically illustrates the upward trend of the main drivers of
employment in market services, namely the professional, technical and
administrative activities; education; and health and social work subsectors.
The first of these subsectors increased significantly by 1,362 or 8.8 per cent
over the year to May 2013. This increase reflects positive advancement in
services to buildings and landscape activities; office administrative, office
support and other business support activities; and activities of head offices,
management consultancy activities. This development is a continuation of
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Chart 3.10

Developments in Employment in Selected Market Services
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past trends encountered during the period December 2010 to December 2012.
Another increase took place in education. Indeed, during the year to May
2013, employment in this sector expanded by 960 or 6.9 per cent to 14,793.
Furthermore, when December 2010 is compared to December 2012, employment
within this subsector grew by 779 or 5.8 per cent. It is also noteworthy that
during the Survey period around 73 per cent of the total change of employment
in education is attributed to the public sector. In addition, another significant
driver in market services is health and social work sector which grew by 481
or 3.9 per cent during the twelve month period to May 2013. Throughout the
three year period, from December 2010 to December 2012, employment within
this subsector increased by 1,606 or 14.4 per cent, mainly from residential care
activities which accounted for 62.1 per cent of the total change within this sector.

During the year to May 2013, the largest shares in employment within the
market services sector are accounted for by the wholesale and retail (19.5 per
cent); professional, technical and administrative activities (14.2 per cent); and
education (12.5 per cent) subsectors.

A Profile of Registered Unemployed under Part 1

The analysis in this section focuses on the registered unemployed under Part
| of the Unemployment Register. Part | of the Register includes those who are
eligible for work and registering with the ETC as jobless. By contrast, Part |1
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includes those who have been dismissed from work due to disciplinary action,
left work of their own free will, refused work or training opportunities or were
struck off the register after an inspection by the Law Enforcement personnel.
This section will analyse the profile of those who are registering as unemployed
under Part | of the Register.

At the end of August 2013, the number of registered unemployed persons
under Part | of the Register stood at 6,998, compared to 6,185 recorded a year
earlier. The rise in the number of unemployed persons was reflected in both
the male and female components. Whilst male unemployment rose by 592 or
9.6 per cent to stand at 5,335, the female component increased by 221 or 15.3
per cent to stand at 1,663. Consequently, females accounted for 23.8 per cent
of unemployment in August 2013, marginally up from 23.3 per cent recorded
a year earlier.

The share of persons registering for work for more than 48 weeks edged up
from 42.1 per cent in August 2012 to 45.2 per cent in August 2013, as shown
in Table 3.14. Meanwhile, the proportion for persons registering for work for
less than nine weeks, and the share of persons registering for work from 9 to
48 weeks declined by 2.6 percentage points and 0.5 percentage points, to 19.0

Registered Unemployed*
by duration of registration

Table 3.14
Registered under 9 weeks 9 - 48 weeks over 48 weeks
Unemployed % % %
2008 5,785 21.0 39.1 39.9
2009 6,952 20.4 40.3 39.3
2010 5,986 19.8 38.2 42.0
2011 5,924 19.5 40.2 40.3
2012 6,291 13.5 36.7 49.8
2012 (Aug) 6,185 21.6 36.3 42.1
2013 (Aug) 6,998 19.0 35.8 452

*Includes Part | of the Registered Unemployed

Source: Employment and Training Corporation
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and 35.8 per cent, respectively.

Table 3.15 illustrates the age structure of the unemployed. During the year
ending August 2013, the share of youth unemployment, defined as those falling
in the 16-24 age bracket, decreased by 0.4 percentage points, from 16.1 per
cent to 15.7 per cent, while the share of those between 25-49 years increased
by the same magnitude to stand at 52.8 per cent in August 2013. The share
of persons aged 49 or more increased marginally by 0.1 percentage points, to
stand at 31.6 per cent in August 2013.

Data for the registered unemployed classified by occupation as at August
2013 is produced in Table 3.16. The increase in unemployment is attributable
to increases in both the non-manual and manual categories. Non-manual
unemployment increased by 382 or 14.1 per cent during the twelve months
to August 2013, primarily attributed to increases in the miscellaneous non-
manual, and clerical & related workers. At the end of August 2013, the share
of non-manual unemployment in total Part | unemployment stood at 44.1
per cent, above the share recorded a year earlier by 0.4 percentage points. In
addition, from that recorded a year earlier, manual unemployment stood at
3,403, reflecting a rise of 433 or 14.6 per cent over August 2013. The major

Registered Unemployed*
by age distribution

Table 3.15
Registered 16 - 24 years 25 - 49 years over 49 years
Unemployed % % %
2008 5,785 18.6 58.1 2358
2009 6,952 19.5 55.5 25.0
2010 5,986 17.5 54.4 28.1
2011 5,924 17.1 53.4 29.5
2012 6,291 15.8 52.3 32.0
2012 (Aug) 6,185 16.1 52.4 315
2013 (Aug) 6,998 15.7 52.8 31.6

*Includes Part | of the Registered Unemployed

Source: Employment and Training Corporation
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increases were recorded by the other services and miscellaneous categories. As
shown in Table 3.16, the share of manual unemployed in total unemployment
stood at 48.6 per cent at the end of August 2013. This compares to 48.0 per
cent recorded in August 2012. Males accounted for 87.1 per cent and 62.9 per
cent of the manual and non-manual unemployed, respectively. Moreover, the
number of disabled persons who were registering for employment as at August
2013 amounted to 511 persons, a decline of 2.0 or 0.4 per cent over the previous
comparable period. The share of disable persons in total unemployment was
equivalent to 7.3 per cent, down from 8.3 per cent recorded in the previous
comparable period.
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Part-time Activity

As shown in Table 3.17 part-time employment continued to increase, such
that at the end of May 2013, total part-time employment stood at 56,263, a
substantial increase of 2,270 or 4.2 per cent over twelve months earlier. Since
December 2010, total part-time employment increased by 5,984 or 12.0 per
cent when compared to December 2012, reflecting increases in the numbers of
both part-timers holding a full-time job and part-timers as a primary job. The
former increased by 2,113 or 9.7 per cent and the latter rose by 3,871 or 13.8
per cent over the same period.

At the end of May 2013, the number of part-timers holding a full-time job stood
at 23,601, of which 15,924 were males and 7,677 were females. Compared to
May 2012, the number of part-timers holding a full-time job increased by 643
or 2.8 per cent, while the number of male and female part-timers holding a full-
time job increased by 157 or 1.0 per cent and 486 or 6.8 per cent, respectively.
Consequently, the share of females employed as part-timers and also holding
a full-time job in total part-time employment increased.

The number of part-timers holding a part-time job as their primary occupation
increased by 1,627 or 5.2 per cent over the level recorded in May 2012. Females
continued to constitute the largest share of persons holding part-time jobs as
their primary occupation. Indeed, this stood at 58.0 per cent at the year ending

Part-Time Employment

Table 3.17
2010 2011 2012 2012 2013
Dec Dec Dec May May
Part-Timers holding a full-time job 21,835 22,712 23,948 22,958 23,601
Males 15,285 15,709 16,133 15,767 15,924
Females 6,550 7,003 7,815 7,191 7,677
Part-Timers as a primary job 28,103 29,785 31,974 31,035 32,662
Males 11,708 12,379 13,388 12,983 13,725
Females 16,395 17,406 18,586 18,052 18,937
Total Part-Time Employment 49,938 52,497 55,922 53,993 56,263
Males 26,993 28,088 29,521 28,750 29,649
Females 22,945 24,409 26,401 25,243 26,614

Source: Employment and Training Corporation
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May 2013, down by 0.2 percentage points when compared to 58.2 per cent in
May 2012. During the year to May 2013, the number of females and males
with part-time employment as their primary job increased by 885 and 742 or
4.9 per cent and 5.7 per cent to 18,937 and 13,725, respectively.

Footnotes:

t The LFS is a household survey carried out on a quarterly basis by the National Statistics
Office (NSO). The LFS decomposes the working-age population (15-64 year old) into three
independent groups, namely, the employed, unemployed, and inactive. This survey is based on
a random sample of 2,500 private households. Changes in LFS data have to be interpreted with
due caution as minor changes in employment of less than or equal to 1,800 may be the result
of a sampling error.

2 Figure relates to July 2013
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4. Productive Activities

Industrial turnover comprises the production of the manufacturing, mining
and quarrying and energy sectors. In the seven months to July 2013, industrial
turnover grew by 2.6 per cent when compared to the same period last year,
mainly due to a significant increase in exports (5.0 per cent). Domestic sales
rose only slightly by 0.1 per cent (see Appendix Table 4.1).

Wages and salaries rose by 1.7 per cent during the same period. Compared to
the same period of 2012, industrial employment fell by 0.7 per cent as against
a fall of 1.0 per cent in 2012. Hours worked increased slightly, reversing the
drop observed in 2012,

The mining and quarrying sector has experienced declining output in the first
seven months of 2013. This resulted in a fall in employment levels, hours
worked and in wages and salaries.

Looking beyond industrial production, available indicators suggest that during
the first half of 2013 the gross value added of the agriculture and fisheries sector
increased by 6.8 per cent. A more detailed analysis of this sector is presented
further below.

The utilities sector, on its part, saw turnover rising slightly during the first part
of 2013. The sector’s productivity is improving, with the increase in turnover
occurring despite declines in employment and the number of hours worked (of
2.1 per cent and 5.2 per cent, respectively during January-July 2013).

Throughout the period under review, the manufacturing sector recorded a
generally positive performance. Indeed, manufacturing output in the first seven
months of 2013 rose by 3.8 per cent as against the 1.4 per cent increase observed
in the same period of 2012. Whereas the rise in the first seven months of 2012
was due to domestic sales, the main driver of the increase observed during the
same period in 2013 was higher export volumes, which rose by 5.0 per cent
when compared to the same comparable period in 2012. In line with these
developments, wages and salaries generally increased in the period under review.
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Manufacturing Performance

The manufacturing sector has substantially contributed to the total industry
turnover in the first seven months of 2013, particularly due to an increase in
export demand. A sectoral analysis of manufacturing performance is featured
in this subsection.

Food Products

The bulk of the manufacture of food products is oriented towards the domestic
market. Turnover during the period January to July 2013 was up by 8.6 per cent
as highlighted in Appendix Table 4.2. The improvement reflected a significant
increase of 9.6 per cent and 8.3 per cent in the export and domestic sales index,
respectively.

Wages and salaries increased by 5.3 per cent during the first seven months of
2013. At the same time, hours worked increased by 3.3 per cent, even though
the level of employment has fallen by 1.8 per cent.

Beverages

The turnover of the beverages industry increased by 4.5 per cent in the months
between January and July of 2013 when compared to the comparable period
of 2012, with both domestic and export sales growing. Wages and salaries in
this sub-sector grew by 3.5 per cent during the same period.

Printing and Reproduction of Recorded Media

The printing and reproduction of recorded media sub-sector, which is largely
export-oriented, experienced an acceleration in turnover growth in 2013. Overall
sales are reported to have increased by 6.4 per cent during the first seven months
of 2013, up from 2.2 per cent in 2012 as illustrated in Appendix Table 4.2.

The sub-sector’s improvement in activity occurred in the context of significant
restructuring within its operators. In fact, hours worked declined by more than
a fifth, implying a very significant improvement in labour productivity in this
industry.
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Basic Pharmaceutical Products

In the first seven months of 2013, the basic pharmaceutical products sub-sector
registered a decrease of 2.0 per cent stemming from decreases in both domestic
and export sales.

Nevertheless during the January-July 2013 period, employment levels increased
by 5.3 per cent, pushing up the wages and salaries index by 2.9 per cent when
compared to the same period of the previous year.

Rubber and Plastic Products

Positive performance was observed during the first seven months of 2013 with
turnover up by 5.2 per cent when compared to the same period of the previous
year. Despite the fact that the sales of this sub-sector are mainly directed towards
the international market, the improvement in turnover during this period was
mostly underpinned by a rise in domestic sales of 13.8 per cent.

The positive performance is also evident in employment levels and hours
worked which rose by 16.0 per cent and 18.3 per cent, respectively. Wages and
salaries were also reported to have increased by 16.3 per cent during the first
seven months of 2013.

Computer, Electronic and Optical Products

The manufacture of computer, electronic and optical products sub-sector is
almost exclusively export-oriented. This sub-sector mainly consists of a small
number of relatively large foreign subsidiaries whose main activity involves
the production of electronic products, for which demand is very sensitive to
international economic developments.

Following the positive performance in recent years, this sub-sector experienced
lower sales in the first seven months of 2013. Its turnover index fell by 2.7 per
cent when compared to the same period of the previous year, mainly on account
of a reduction in export sales.

Nevertheless, wages and salaries increased by 2.7 per cent, reflecting an increase
in hours worked by 3.3 per cent. This countered a decline in employment of
3.1 per cent.
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Motor Vehicles, Trailers and Semi-Trailers

The manufacture of motor vehicles, trailers and semi-trailers sub-sector has
experienced substantial growth in turnover index during recent years. This
positive performance was sustained in the first seven months of 2013, with an
increase of 26.4 per cent, underpinned by double-digit percentage increases
in both export and domestic sales. To be in a position to satisfy this increase
in demand, operators in the sub-sector increased employment by 5.1 per cent,
and also augmented hours worked by 10.2 per cent. This resulted in an increase
in wages and salaries of 8.0 per cent, as highlighted in Appendix Table 4.2.

Other Manufacturing

This sub-sector involves mainly firms engaged in the manufacture of toys,
games and jewellery items which are mostly export-oriented. In the first seven
months of 2013, the turnover index increased substantially by 14.3 per cent when
compared to the same period of the previous year. This reflected considerable
growth in both domestic sales (36.1 per cent) and export sales (13.8 per cent).
Furthermore, during the same period, wages and salaries increased by 4.9 per
cent underpinned by a rise in the employment level (0.5 per cent). At the same
time, hours worked decreased by 2.3 per cent.
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Box 4.1

The Industrial Production Index

The Industrial Production Index is a measure of economic activity and
developments in this index can be used to describe the economic cycles of
industry. The index monitors changes in production in leading products from
a sample of industrial enterprises amount to 164 and cover over 95 per cent
of total industrial production. Turnover for 43 enterprises is deflated by use of
the Industrial Producer Prices Index while production for 27 other enterprises
is estimated according to the number of hours worked. The index is classified
according to NACE Rev. 2.

In 2012, the overall Industrial Production Index sustained the positive
performance recorded during the previous year and increased by 3.0 per cent.
In the first seven months of 2013, the overall industrial production index
increased by 1.4 per cent. This was mainly underpinned by increases in the
production index of the manufacturing sector, while the mining and quarrying
sector and the energy sector reported substantial declines in their production
index, particularly in the former case.

The manufacturing sector’s production index has increased by 1.8 per cent in
January-July 2013 compared to a decline in growth rate of 0.7 per cent in the
Production Index recorded in the same comparable period last year. This mainly
reflects increases in the manufacture of motor vehicles, trailers and semi-trailers
(26.4 per cent), electrical equipment sector (21.9 per cent), and to a lesser extent
in the leather and related products (16.9 per cent) and manufacture of fabricated
metal products except machinery and equipment (12.2 per cent). Such increases
were offset by declines in other sectors including, the manufacture of textiles
sector (21.2 per cent), and to a lesser extent to the printing and reproduction of
recorded media (13.1 per cent) and other manufacturing (8.2 per cent).
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Agriculture and Fisheries

The agriculture and fisheries sector is a small albeit valuable sector of Malta’s
economy having an important impact on the environment and landscape of the
Maltese Islands. The sector also provides a livelihood to a farming community
who in turn ensures that a fresh and diverse local product base is available for
marketing and distribution. Agriculture and fisheries contribute to the local
heritage, keeping alive certain customs and traditions, also benefitting the
tourism industry.

Over the first half of 2013, the gross valued added from the agriculture and
fisheries sector increased by 6.8 per cent from that of the same period in 2012.
The sector’s contribution to the Maltese economy as a share of total gross value
added was 1.5 per cent in the first half of 2013, practically unchanged from
the same period in the previous year. This share was also largely in line to that
registered over the 2008-2012 period which averaged 1.6 per cent.

Agriculture

In the first eight months of 2013 the total volume of slaughtered beef, pork and
broilers stood at 7,263 tonnes up by 1.4 per cent over the same period in 2012.
This was mainly due to an increase in the volume of pork slaughtered. This
contrasted with the very substantial decline in pig slaughtering in the period
January-August 2012 (25.9 per cent), which had mirrored a large decrease in
the pig population over the course of 2011, following the closure of a number of
pig farms. Meanwhile, the volume of slaughtered beef in the first eight months
of 2013 also rose by 7.1 per cent from the same period of 2012 while broiler
slaughtering declined by 1.8 per cent.

Between January and August 2013 the quantity of fresh fruit and vegetables sold
on organised markets amounted to 31,597 tonnes, representing an increase of
4.4 per cent over the same period in 2012. The overall increase came despite a
22.7 per cent fall in the volume of supplied fruit. On the other hand, there was
a significant increase in the sales of vegetables as can be seen from Table 4.1.

The wholesale value of fresh fruit and vegetables supplied in the first eight
months of 2013 amounted to €14.6 million, representing an increase of 1.1 per
cent over the same period in 2012. This reflected a 32.8 per cent increase in
fresh fruit prices, buoyed up especially by higher strawberry prices. Meanwhile,
the price index for fresh vegetables fell by 12.6 per cent.
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Table 4.2 shows data for imports of major agricultural products. During the first
eight months of 2013, the total value of imports of major agricultural products
declined by 7.0 per cent when compared to the same period in 2012, bringing the
total amount to €299.6 million. The main reduction came from imports of fish
which fell by 67.8 per cent when compared to the same period of the previous
year and which more than offset a 32.3 per cent rise in the imports of cereals.

Fisheries

Whilst being small, Malta’s fisheries sector still maintains its importance due
to its socio-economic and environmental impacts. The main activities in this
sector comprise traditional fishing methods as well as fish farming aquaculture
methods. Traditional fishing techniques cater mainly for the local fish market
providing seawater fish such as blue fin tuna and swordfish. Aquaculture fish
farming caters mostly for the export sector.

Table 4.3 presents the price and volume indices for fresh fish on the local market
during the first eight months of 2012 and 2013. Over the period under review,
the volume index fell by 30.8 per cent. Although the fall in fish volumes was
broad based, with the exception of an increase registered in swordfish, the
decline in the overall volume index was mainly the result of a reduction in the
‘other species’ category. The drop in volume was accompanied by an increase
in the price index of 15.4 per cent. Meanwhile, the total value of fish on the
local market in the first eight months of 2013 was €3.9 million, a reduction of
18.6 per cent from that of the same period in 2012.

Fresh Fish Indices

Table 4.3 2010=100
2012 2013

Jan - Aug Jan - Aug

Price Index 106.26 122.62
Volume Index 94.74 65.54

Source: National Statistics Office
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Box 4.2

Economic Accounts for Agriculture 2012

In Malta, agricultural output mainly consists of livestock products, animal
products and crop products as well as wine and cheese production as secondary
activities. Due to the geographical size of the country and the corresponding
shortage of agricultural land, the sector lacks economies of scale. Other
challenges faced by the sector include scarcity in agricultural water supply and
fragmented land ownership owing to traditional inheritance patterns.

The data used in this Box consists of estimates produced by the NSO and
based on the new methodologies for the Economic Accounts for Agriculture
and Forestry which in turn have been based on the ESA 95 and on the revised
methodology on Agriculture Labour Input Statistics. As a result, the data in this
section is not directly comparable with data on this sector presented in other
Chapters of this Economic Survey.

In 2012 output from the agricultural sector in terms of final production at basic
prices, declined by 0.8 per cent from the previous year. This was mainly the
result of a decline in output of crop products of 5.1 per cent, and a decline in
livestock products of 2.7 per cent. Due to their respective shares in total final
production, the aforementioned decreases more than outweighed increases
of 8.2 and 10.7 per cent in other animal products and secondary activities
respectively, which were registered over the same comparable period. As
illustrated in Table 1 between 2009 and 2012, there was a marginal change in
composition of final production as the share of livestock products decreased
by 1.9 percentage points while the share of animal products increased by 1.8

Final Production at Basic Prices by Type of Product
at Current Market Prices
Table 1 € thousand

2009 2010 2011 2012

Final production at basic prices 129,313 126,128 128,713 127,678
Livestock products 45,959 45,256 44,172 43,001
Animal products 25,615 24,083 25,494 27,593
Crop products 49,896 49,797 52,299 49,614
Secondary activities 7,843 6,992 6,749 7,470

Source: National Statistics Office
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Box 4.2 cont.

percentage points. No notable trend was witnessed over the 2009-2012 period
in the case of crop products and secondary activities which maintained average
shares of 39.4 per cent and 5.7 per cent of the total final production, respectively.
It is also to be noted that the level of final production in 2012 remains below
that recorded in 2009.

Within the category of crop products, the largest decrease in output was
registered in potatoes which fell by 35.4 per cent over the previous year, bringing
the total output of potatoes closer to that experienced in years 2008-2010.

Secondary activities increased considerably in 2012, reflecting a 40.7 per cent
increase in the production of wine and an 8.2 per cent increase in production
of animal products such as milk and eggs over the previous year. The increase
in production of wine followed a two year period (2010-2011) characterised
by poor yields for viticulture.

Considering the intermediate consumption at purchaser prices, 2012 saw an
overall 0.1 per cent decline which was mainly the result of a decrease of 4.5
per cent in expenditure on various services, partially offset by a 1.7 per cent
increase in expenditure on animal feed. A 5.8 per cent decline in expenditure

Factor Income at Current Prices
Table 2 € thousand

2009 2010 2011 2012

Total final production at producer prices 123,629 121,877 126,478 125,901
add subsidies on production 5,684 4,252 2,236 1,778
Total final production at basic prices 129,313 126,129 128,713 127,678
less intermediate consumption 69,724 67,680 71,055 70,957
Gross value added at basic prices 59,589 58,449 57,658 56,721
less fixed capital consumption 7,373 6,745 6,967 7,405
Net value added at basic prices 52,216 51,704 50,691 49,316
add other subsidies not directly linked
with production 13,168 24,804 17,319 18,188
Factor income at current prices 65,385 76,508 68,009 67,504

Source: National Statistics Office
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Box 4.2 cont.

on plant protection products and pesticides mirrored the decline in crop product
output. However, seeds and planting stock increased by 0.8 per cent, while
fertilisers and soil improvers increased by 3.4 per cent indicating a sustained
effort towards maintaining future yields. The decline in the ‘various services’
category included a decline in expenditure on maintenance of materials and
buildings of 2.9 per cent and 5.3 per cent, respectively in 2012. Veterinary
services have continued with their declining trend, falling by 13.4 per cent in
2012 over the previous year. Intermediate consumption on energy and lubricants
increased by 1.3 per cent between 2011 and 2012.

Factor income at current market prices for the agricultural sector declined by
0.7 per cent in 2012, mainly impacted by lower final production at producer
prices, as well as the continuing decline in production subsidies. Due to the
continued phasing out of the Special Market Policy Programme for Maltese
Agriculture (SMPPMA), in 2012 subsidies on production declined by 20.5
per cent reaching €1.8 million. Conversely, subsidies not directly linked with
production increased by 5.0 per cent or €0.9 million in reflection of ongoing
disbursement of funding associated with EU programmes.

Taking a look at the distribution of factor income in Table 3, it is evident that
the entrepreneur gets the larger share with entrepreneurial income over the past
four years constituting an average of 93.9 per cent of the total. Over the same
period, an average of 6.7 per cent can be attributed to wages while an average
share of 1.4 per cent and 0.7 per cent can be attributed to interest and rents
respectively. Between 2011 and 2012 the distribution of factor income changed
slightly towards return on capital with an increase in the interest component of
14.8 per cent and a decline of 2.4 per cent and 1.8 per cent in wages and rents,

Distribution of Factor Income
(at Current Prices)
Table 3 € thousand

2009 2010 2011 2012

Factor Income 65,384 76,507 68,009 67,504
Entrepreneurial income (profits) 59,486 70,369 62,053 61,545
Compensation of employees (wages) 4,426 4,609 4,619 4,506
Interest 965 1,028 841 966
Rents 507 502 496 487

Source: National Statistics Office
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Box 4.2 cont.

In 2012, the output price index increased by 9.0 per cent when compared to
that in 2011, while the input price index increased by 4.8 per cent. However,
even though the output prices increased at a faster rate than the input prices the
agricultural entrepreneurs experienced a decline in profits. The main increases
in the output price index can be attributed to the 23.6 per cent increase in the
price level of potatoes and the 12.8 per cent increase in the price level of fresh
vegetables. The increase in the input price index was mainly driven by the 7.6
per cent increase in animal feeding stuffs with broad based increases also noted
in the other categories, with the exception of the plant protection products and
veterinary expenses category which recorded a decrease.
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5. Services Activities

This Chapter presents developments within the services sector focusing mainly
on the tourism industry during the first eight months of 2013. In addition, the
activity of the Malta Financial Services Authority (MFSA) and the Malta
Enterprise (ME) Corporation are reviewed.

Tourism

In the first eight months of 2013, a significant acceleration in tourist activity
has been registered, with departures up by 8.7 per cent, as against the increase
of just 0.7 per cent observed in the same period in 2012. Moreover, as can be
seen in Table 5.1, nights spent by tourists in Malta also grew substantially, by
9.1 per cent over the same period in the previous year. The latest available
data also show that earnings from tourism rose substantially, by 8.6 per cent
during the first two quarters of 2013. The increase in full-time employment in

Main Tourism Indicators

Table 5.1
2010 2011 2012 2012 2013
Jan-Aug  Jan-Aug
Tourist Departures 1,338,841 1,415,018 1,444,192 981,505 1,067,204
Nights spent (000's) 11,148 11,506 12,247 8,092 8,835
Cruise Passengers* 474,272 541,565 594,350 206,718 137,272

Total full-time employment in

accomodation and food services activities** 9,571 9,612 9,729 9,782W 9,868W

*Excluding embarkations and Maltese cruise passengers
**The data presented is based on the distribution of the administrative records of the ETC of the gainfully occupied
population according to the standard NACE classification of economic activities

@Data as at end of May

Source: National Statistics Office, Employment and Training Corporation
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the accommodation and food service activities was more muted, at 0.9 per cent
during the year to May 2013.

This positive outcome in the tourism industry is the result of the collaboration
between the Government, the Malta Tourism Authority (MTA) and the other
involved stakeholders. The new administration, while continuing to implement
the existing National Tourism Policy has placed additional emphasis on opening
new markets in the USA and China whilst going for strong growth in Russia,
facilitating Visa arrangements in those markets.

Monthly Distribution

The positive performance of the industry since the second quarter of 2012
continued throughout the first eight months of 2013, excluding the month of
February, where tourist arrivals recorded a marginal decline of 0.6 per cent.
Avrrivals during the first quarter of 2013, up by 6.1 per cent over 2012, were
boosted somewhat by the earlier timing of Easter. Nevertheless, activity in April
remained very strong with an increase of 8.3 per cent. This was followed by a
number of double-digit increases during the period to August, reflecting in part
an increase in seat capacity as a result of efforts to increase routes and airlines.

As shown in Table 5.2, and Chart 5.1, August remained the peak month of
inbound tourism during the period under review, accounting for 20.5 per cent
of the total tourist departures, followed by July with a share of 17.0 per cent.
Malta’s tourism trends continued to exhibit strong seasonality patterns with
the four months between June and September accounting for nearly half of
activity. Addressing this concentration, alongside enhancing accessibility over
the winter and shoulder months, remain important objectives outlined in the
Tourism Policy for the Maltese Islands for 2012-2016.

Table 5.3 shows the quarterly distribution of tourist departures for the period
January-December 2009-2012. The first quarter of 2012 was the only quarter
of the year that recorded a decline in the number of tourist departures when
compared to the corresponding period in 2011. It is to be noted that these
developments in the first quarter of 2012 were conditioned by the heavy visitor
traffic from Libya in view of the crisis recorded in the first two months of 2011,
in particular, as regards sea passenger traffic. Furthermore, developments in
tourist movements recorded during the earlier months of 2012 were also the
result of a reduction in seat capacity, which was also reflected in the number
of aircraft landings in Malta.
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Tourist Nationality

Chart 5.2 illustrates the relative market share of Malta’s main source markets
over January-December 1990-2012. Despite the fact that United Kingdom (UK)
remained the major market in the Maltese tourism sector, its share has generally
declined over the years, declining from 51.6 per cent in 1990 to 30.5 per cent
in 2012. The German market increased its share between 1990 and 2000 but
then registered a drop in its market share to 9.5 per cent in 2012. By contrast,
the share of the Italian market fluctuated from 7.3 per cent in 1990 to 14.0 per
cent in 2012. Meanwhile, the share of the French market increased to 6.5 per
cent in 1995 and subsequently increased to 7.5 per cent in 2012. The share of
the “other” markets category increased from 22.2 per cent in 1990 to 38.5 per
cent in 2012. During 2012, a significant improvement was recorded in tourists
originating from the Russian market, where tourist numbers increased by 30.8
per cent over the 2011 level. However, the Russian market still accounts for a
relatively minor share of total tourist departures.

As indicated in Table 5.4, which provides a detailed breakdown of tourist
departures by nationality, during the first months of 2013, significant growth
was registered in almost all of Malta’s source markets. The largest increase was
registered by the Italian market, which saw a rise of 20,221 tourists or nearly
a quarter of the overall increase. Tourist arrivals from Libya, Austria, France,

Chart 5.2
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*As from 2001 tourism data is based on the Inbound Tourism Survey, and therefore is not strictly comparable to previous
periods. Until March 2004, data for sea arrivals was taken from embarkation cards. Thereafter, data for sea departures was
taken from the Inbound Tourism Survey.

Economic Survey November 2013

83



84

and Germany also increased notably. Meanwhile, reflecting the reduction of
some winter routes by low-cost carriers, as well as its weak economic situation,
arrivals from the Spanish market decreased by 6,653 arrivals. By contrast, the
number of visitors from the UK, Malta’s largest source market rose by 14,307
or 4.9 per cent, over the same period in 2012.

Cruise Passengers

Data for the first half of 2013 show that cruise passenger arrivals (excluding
Maltese passengers) recorded a significant decrease of 33.6 per cent. In fact,
during the period under review, the number of cruise liner calls contracted by
33 calls, as two liners stopped their port calls to Malta.
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In line with the Tourism Policy for the Maltese Islands for 2012-2016, the
Government is planning to continue to promote Malta as an ideal destination
for cruise companies looking for a Mediterranean stop as part of their itinerary.
The positive image enjoyed by Malta is due to a number of factors, namely the
transformation of the Valletta cruise terminal from a port of call to a home port,
and also due to Malta’s strategic position at the central part of the Mediterranean,
its proximity to Europe and the extremely short distances between the Malta
International Airport and the cruise terminal.

Accommodation

Table 5.5 provides data on accommodation capacity by category of units and
beds for the period ending July 2013. There has been a significant amount
of change in the number and type of establishments partly as a result of
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the publishing of Legal Notice 351 of 2012, ‘Tourism Accommodation
Establishment Regulations’, which conformed Malta’s classification of hotels
to the criteria issued in Europe.

By the end of July 2013, the number of hotels increased by 9 units over the
December 2012 level, reflecting increases in the number of 4-Star and 3-Star
hotels. In terms of hotel bed-stock capacity, this resulted in an increase of 4,132
beds or 13.6 per cent. During the same period the total number of guesthouses,
aparthotels and hostels increased by 19 units and the number of beds in this
category rose by 1,152 beds or 21.3 per cent.

Another important element of consideration in the analysis of the tourism
industry is the occupancy rate for various types of accommodation. As illustrated
in Table 5.6, during January-July 2013, all the accommodation categories
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reached their peak inflow in July. The 4-Star hotel accommodation category
recorded the highest occupancy rate of 90 per cent followed by that of the
5-Star hotel with 86 per cent occupancy rate. The 3-Star and the 2-Star hotel
accommodation categories recorded an occupancy rate of 81 per cent and 52 per
cent, respectively. Over the period January-July 2013, the 4-Star hotel category
recorded the highest average occupancy rate of 65 per cent followed by that
of the 5-Star hotel at 59 per cent, both unchanged from the average occupancy
rate recorded during the January-July 2012 period. Meanwhile, during the same
period, the 3-Star hotel category recorded an increase in the average occupancy
rate from 44 per cent to 53 per cent.

Employment

Employment in the accommodation and food service activities increased from
9,782 persons to 9,868 persons in May 2013, an increase 