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EXECUTI¥VE STMMARY

L. Patnt of depuriune for local public policy-making: Malea's peo-demog mplic weality, o
2y bem, island 1n the middie of the Meditertunesn Sea with a population of about 375 16K

2. The Maltesc have had a long cullere of “colonial desnindon™ by fercipn masiers. The
pattemn of local sacig-coononue growah, has merely “estrapolated™ tias cullure (o 3 new
type of dependence — on the Maita Governunent.

#. The ficst fundamemal problem facing Mallese society is the inabilicy of government o
balance its fitunces. The budpe! deficie is nat only “stnectura ™. but alse "o ubtamal™ (Ge Maltese
have come W expect everything from Covernment and for free; while resisting to pay anything
back), The econemic mementum of the coumry itsell has become urduly relium in a dincct
and indirec? way, on govermment deficli budpeting.

A, Miadus has bad pver the Tast four decades, a relatbvely suecessful econoroie drack- record.
The economy |5 cominwously restracering isetf — moviog feom income derived from ade
and the miditary services' expenditure (o manufactoring and tourism, and lazly t Gogngisl
and other teniary sctivities, Withu the manufturing sector, “structural” problems inclede:

1} everdependence on the pedformance of a handfal of foreign companies
u}b mefhcient. heavily protecyed Maliese owned operations

liip  the shsence of any “ceatres of excellence” and significant interlinkaees and sy nergy
within, and between, the vanous coonomic secton.

5. Qver the yeurs there has been lnde conrdination in the country's macro-goonomic and
micro-econamic policics, The absence of & coherent plan of action resulied in “divergang”
pttiatives within the public sector, as wellas tothe lack of strategic and peoject conrdination,

6. "Public adminiseration™ iself has been caught i @ vicious circle of over-manning,
lack of motivation and proper maining. relaively lower pay and shabby outputl. Excessive
repulaion and burcuucracy, is perhaps an eapression of resentment wwards other sectors of
local sociery - and busincss i pamticylur.

7. The forces of chanpe are pathering mamentum, World socicty is going through radical
change. Focus s increasingly on the individual - as eitizen. consumer and worker (producer).
Suciah seiences are being redefined. The knowledge socicty, post-modensty. sustainghle
development. world power stnsziures all point towirds @ process of profound change.

A triad of gconomic powers domvinute internutioni businass. Militry powsr has given
wity ta coonomic power. The eritical question bere is will the future belong 10 oval regionl
economic bloes or to s border-less. Teec teade woeld.

8. The changing world scemane is accelerating competitive forges ut all lovels - berween
wdividuals, companies and countries, Malia has 1o work wnd compewe to surn @1 living.

9 Malts's imemareoaal compeiitiveness is beimg eroded. Ungenuscuon i reguired. Mulky
reeds a well-defined sense of dimection. A vision. and a stratepy that will put all society's



cesowrces behind buailding superior comperitian. Malla needs to build on s sirengehs, s
unique feaauces, mnslating them intg “vulue' (o its custamers. Hewce, “Value 20007

10. The Vision. Maxinum gppartunities Eor the self falfillment of the individual, now
wnd in the futare. A caring commuatty concerned for the rights and well-being of alt it
mumbers, paying due respect to eavironmental considerations. The vigsion bas throe infcerdl
and supporting clements: the ecomomy, the role of 1he state and quality of life considerations,

11, Focuging on humun resources. In the case of Malta, vidue creation and international
competitiveness is a1l sbout people, and thetr productivity, Cur educartion system fas to follow
a "hedisne” approach to human development. We need to cublivae the intelleciual, social and
the persenality of individwals, as well as their cconentic potential.

2. Education is 1o become 4 lifelong process. The input of all the sociad paroers is
mequired to make this qualitalive improvement i cur education systems. The institutional
selup hux ta evolve Lo be better able to suppart the necessary changes for the emergence of
a moilern, post-indusirial society.

13. The Strategy. Malua can no longer afford 1o com pete o costs and [ower wages. W
regel ko buald on “widded value”. Value includes bath “tangible” and “Intangible”  atiributes.
The Latter nocmally are not dicectty relared o cost-souctures. They are the cesyil of suecpssiud
murkenng, externalies, synerey - Ycentres of oxcellenee'’

14. The successful implementation of sirategics demand (he fght institotional framewark,
A 'Pobicy Coordination Unit" should be set up within the Forum for a Bener Economy wherchy
key economic instiiutions get together Lo sel palicies, monitor progress ote, Mali needs an
“Authonty™ far each of its key cconomic sectors - which serves as a “ong-stop shop''.

5. The Economie Sumteey is built in the belief that the emerging world scanarips,
especially the post-industrial, knowledge-based society offers business QppOonLU LS thit arc
mpre “congenial” o Malta’s socto-cconomic realities. These developments serve as
background for defining an agenda for a radem CCONY.

16, Malty is facing a marketing chaticoge, There has to be increased focgs in promating
and marketing Malta oy a single “product™ - that could eventually be used 1o generate Jemand
tand extemalities) for key economic sectors. Malla should huild its LMAZE an (Wo COncepes!
quality of life and intetigence. Malta's claim o quality of iife are ingruined in:

1} the Malese lifestyle: the Multese ara rerowned for their hos pitality: Madia is a sufe
placetolive in: and our Mediterranean |ocation impants a sense of healthy lvi Mg {sum,
sed, Meditermunean cuisineg, clc,)

1} Malta's rich historical end cultweal herupe: inclading its close connections with ihe
Knighes of St. John (hospitaliers), one of the firse medical schools in Furape, etc.

Its claim 1o “Inwlligence” alse les within its fch cuttorad and historical hentage, the birth

place of the creator of "lateral thinking” etc. On these twa eoncepts, Malha can build a nch
network of business activitics - the pillars of the “new” economy. These pillars are:

¥



ay Munufacturing

b} Touosm

<} Hub Actevities

d) IT and Telecommunications
ej Financial Services

f) Mediterranean Food

17. The suate in Malta has, and is likety to continue to have, a pivotal rale in our way of
life, as welt a5 in determindng our economic destiny. This rote, however, has to change so as
w reflect the emerging realinies, including the drive for increased vaive creatign and the
enhancement of 1he international comperitiveness of Malta

18. The public service nezds to be reformed. This rform is only worth doing. if it is done
well. Refoem should not be based puvely on fscal considerations. Malta needs 3 public servica
which 1% custorner-oniented, cost eife<tive und which nurresa culture of excclionce and integrity.

19 The strategic plan for modemising the public sectar showld have three primary
e B IV

= promoting a service which is accountable and sacceptable w socisty
= insisting on controlled and well-managed public finances
* strengthening of competition policy within the public secror itself

20, Quulity of life considerations emphastse the peed for socicty o guaramee respect,
opporny and dignity to each individual, The individual should not he considered as at the
end pan of the social process, but should be seen as the ohjective, initistor and promoter of all
such procosses.

21. The role of the govemmen in improving the quality of life cntails four  basic
orientalions;

= senting of sandards (in all spheces of life)
»  provider of o safoly net

= puaranmar of a safe socicty

= facilitator and promoter

22, Murket cconomics assumes that individuals ger x fuir deal from transacticns.
Covernment is (o ensuce thyl there not only exist competition, but also, thar this is a Tair ane.
The setting up of an autherity to deal with both consumer and compstition issues is an inporan
step im the ngin dicection.

23, Susuunable developrent demands that due consideration is given Lo environmental
1ssues. The public has to be made more conscious of the importance of respecting 1he
environment and should be actively invelved in the decision making process. This requires
apgrading administratree scrucwees and personnel working io this field. There is a diee need
for a comprehensive waste management plan.

i



24, Local caungils are still te find their proper role i our socicly. Their Tunctions
should he extended 5o as to bring them closer to the citizens, The spread of respansibility
given to (he councils should be linked w their performance,

23, This document is intended 1o stimulure discussions and hopefully fnd consensus
as wr b fiure socio-economic develapment. IF accepted it should lead to the formulution
of & “value 2000" programme, incorporating a number of speeific plans by all those
involved in Wis development process,

viii



INTRODUCTION

This docwment secks (o provide a basis to siimulate fucther discussions and Consensy -
building among the social parmars with regands (o the socio-sconomie development of Maltese
SOCiEly.

b secks wo define a vision for our coeniry. A vigsion bailt on the acknowledgement that the
individual, each one of us, eocupics coentee stape in the siive for development. And yet,
udividual fulfilment can only be complete iF it is in harmony with the rest of society.

The key elements datermining arnd enabling thiy visien oelate w.

1. the eciviamry — which helps detetming the “matenal” well-betng of one and all.

2, the stefe — whose presence in our small, young naiion permeates most Soonamic
dotivities and impacts sienificanly on our way of life. and

3. quality of life factors -« which, while not carrying any direct "pecuntary™
considerations, are of value (o individuals and society alike.

A pood aratepy is ane which enabies our sofiety W move 2loger bpwardy 10 vision al an
acreprable and sustainable cost 1o rself, Strategic choice in isell implics trade-afls between
ofien equally desiruble objectives ¢.g, eavitonmenl protection and inyvestment in productive
projects. Alsg, strategics need to be Closely monitored (o ensure their effectivensss in an
ever-changing busincss enviconment, Strulegy 15 more about the way we do things than
about definile actien programmes.

There exisg wide congensus thal MMalese sociery nesds ta e onore proagtive in shaping s
cconomic destiny, W nosd to move away Trom casy, guick-fx solutions, We nesd to baild on
strengths, remedy our weaknesses, idenofy exisung and potential threats, seize and tap now
eMErging oppontunities. Malkta not only needs a clear sanse of direction, but also 1o define its
pricntes. The constaints relole to existing “realivies”, e ripeness of implementing cortain
measures, and i ensoring that the necessary resources are available for successful implementation.

Intermnationally, the forces of change are gathering momentum. World society is going
through radical change. The Cold War is ne more. World power struciures are being redefined.
Ulobalisation is Fast becaming the hallmark of modern business, as production and trade
pattems bacome incteatingly dapendant an techaalogical chanps.

Drevelopments in informateon wchnelogy and telecommumications arc shaping the ®  posi-
industnal™ soctety. Social sceences are being redefined. Human behaviour is charsctensed

by post-modern patierns.

This changing world seonAno 1y accelemting competitive forces a all levels — beiween
individuals, companies and countrics, Madia has to work and compeie to continue to cam Hs
Living. Past soluticns will not necessarily work i the futere. Compedtion is no longer a
manter of choice but a pre-condition Mo conlinued economaic growih, Malta peads o find 2
new ratienale for s imtemailiona competitiveness, Compeling on “lower costs™ 15 no lomger
sufftcient. We have 1o leam 1o compete on differenoation, on those alemens thal make us
untqque, that dedine being Maliese. We e bave (o ensome that our lunied resaomes have Lo
beix fra used s w5 [ help gur country achieve 4 superiorn type uf compeditivensss, The opemiing
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philosophy which has w guide cur pelicy makers. in both the public and private sectors. in
theic day-te- duy degisions, has to be one of “value creation™. Hence, "Value ZI00°.

We, the Maltese people will dse to the challenges ahead.

Our achicvements over these last forly pears indicare that we possess the capubility, the
resilience to confront the chadlenges that lic ahead. This plan belongs to the Maltese people.
It is up to us coliectively w implement it wonl 10 ensure its success,

This decument proposes 3 vision apd some related strategies. If the general direction is
socecptable 1o society ol large, them it is Wp bo government wrgether with the sacial partners to
defioe the necessary action programmes o casute implementation, It is expocted that this
process will take a few months, 50 thar the development plan prograoime will be complered
by mid 1998,



A. WHERE X) WE STAND?

Multa is u vet of small islands, 312 5q. km in the middle of the Meditermanean Sea, 1t has
a popalation of abour 375,000 people - the fourth most derse in the world, Maltese socicty
is retatively homogencous, boasts its own language and has no racial problems,

The Maltese have a hieh sense of national identity ingtained in arich culbtural and histoncal
heritage. Most Maltese are bi-lingual bemg Aucnt in English as well as their mother toAgue,
Natural population growth is slow and deceterating. The number of households are on the
incrsase but the aversge houschold size is petting smaller. Malta has un ageing populalion.

Thesc are the primary geegraphic, demographic and social condiians that define the basic
parameters for current ecpnomic public policy-making in Maha They provide our potnt ol

departure.

it has been wetten that understanding a society’s culture is the key © underdanding L
economy, Culture refess 10 the way that 8 community understands, interprets and rescis (0
pressules of cvents in ity day-to-duy lite. The Maltese culture is changing very fast Malta's
micro society is unduly vulnerable to imported norms and values.

The muss media, wourism, the Intemet are all impacting on the way wt five, whal we
consume, in what we belisve (o7 de ot believe), The Mallesc parsoh is increasingly
autonomods i1 developing an “own" ser of values and norms: choosing selactively between
aditignal, “inherited” and imported ones. This “glecal” culure fcombining “ghabal™ with
“acal™} is being carried to the place of wark, Lo the sconomy at large.

Alsg, there hus emerged within our community an “exeessive” sense of dependency on
the government. This “neo-dependency” has been presemed as 4 culturat extension of colonial
fimes when the Maltese looked at the British Crown for their well-being.

Employment with the British Forces Establishments wab correluted with a stable job.
rising wages and a pensionable revrement. Today, the public sector has replaced the UK
Drefance Establishments as provider of scowrs jobs. In general, the Maltese have come o
expect averything, and for free, from the govermuient.

T The meantinee, regen econamic history has accentaned dic resemment of having to pay
laxes, Widespread wx evasion, a gemeral perceplion of u wastelul and ineflicient public
secior cic. are adversely effesting povemnoment revenue, The present povemment deficit
problem is as mach “cubaral” as i is “stractural™.

Al, THE ECONOMY AT LARGE

Malia has g “micro™ island cconcany. 1 “modem” fondations wer laid gver these Jast
forty years., Malia hus no raw materials, and has had to rely on the initianve and resourcetulness
af its people to build its economy.

Manufacturing has been the motar deiving ceonamic growthin Malta, Presenily il 2ocounts
for about 24% of GDP (down from 33% m the latc *105).  The electromics industry has



become the largest sector, overtaking the clothing and textile one, Townism is the other mainstay
af the Joetul eoonomy.

Muwe recently, the sconomic base has been funber restructured throngh the growth of
market services such as banking and financial services, transhipment ete. The puhlic secuor
comtribytes aboul 22% of GDP [excluding companies with muajority public sharcholding).

Thete have been rwo milestoncs in recem Maligse economic history which have kad
stgnificant impact on the pragent shape of the cconomy. These are:

al Maha's Association Agreement with the EU (1971) which enabled » vast array of
locally-manufacired goods to enter the R1J duty (and quotad free, This agraement
induced a large number of foccign investors to branch their cperstions to Malta.

) The recessionary rends of the carly 80's which acceleraed the setting vp of "impon
substitution™ veatures, heavily protecied by both waniff and non-tariff barriers.

{rver the years, Malu hus had a relatively large defieit in ity merchandise trade, and a
postrive bul smaller surplus in its services trade. These deficits tended to be partizlly offss
by investment income from abroad as well as unrequited transfers {including remitlances and
pensions o howscholds and foreign grants (o the Maltese Govemment}.

Since the second hatf of the cighties, the likeralisation of the local economy and large
public sector capital expenditures have resulted in hefiy ehronic deficits in the Corrent Aceount
of the balange of payments. This led ta a (] in Maltese official exwemnal reserves — cven
though they arg still amongst the highest {in terms of monthly imports) in the world,

Malta®s economy shares the basic characteristics of other developing island economies.
Whilc cerain valnerabilitics arc inherent in its size, Malta’s economy is stil evertly dependent
on imponed wetnology, and it lacks any significant interlinkages and synergy between its
varous econemic activitivs, a5 well as a coondinated, mutually-reinforcing instirational

infrastrucine.
Wlalta’s prezsent acanomic weaknesses e lude:

a) excessive reliance on cost-bused comperiivencss,

i) undue dependence on a small number of manufactuning companics

€] markel and scasonal Mmitttions in the wurdsm indusiey

d} unwarranted demands on government cxpendioere ro mator [oeal economic growth,

e} a declining propensity to save — which has radiionally heen emiong the  highest in
Europe,

Over this last devade, government dabt bas shot up to Lm6] 3.6 million, epresenling
Jump from 16% o 47% of GIXE. Other government geamnteed debts have aiso inereased
rapidly amounting to over Lmd ) million in 1997, Government debrs have not only diverted
funds from private sector mvestmend, but alse Jad to an expansion in the money supply with
adverse consequences on inflatien and the balance of payments,
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Tie aver-riding issue regarding public sector debt marapement is sustainability i.c. the
ability 10 service debis withoul resorting to excessive palicy shacks.

Fiscal and Monetary Policy

According 1o the afficiat cash-based mussure, the flsca] deficic system between 1989
1995 avernped about 4% of GDF, In 1996, the deficit trebled 1w about Lm1L0.4 miliion [9%
of GOF) and was cxpected to dse @ 10:12% of GDP by erd 1997, This dramatic rise m the
fiscul deficit s due tera sharp Fall in one-off neceipes, which trickled down from Lm 32 million
in 1958 tx Lm 1.4 million in 1996

Ciovernment revenue incredsed steadily by an average of 10.7% pa. betwcen [958 10
1995, In 1996, there was a fall in revenue of about 4% lrom the 1995 level, pomanly due to
lower income tan revenude and less then budperted revenue from VAT, There was also 4 drop
in nan-tax revenue due to lower profits by public Corporations (excluding the Ceatral Bank ).
The main indications related wo Govemment revenie are:

il the shifi from a direct (6 an indircct tax base has had an advensc effect

i} govertment revenue is procyclical, its growth rute being faster then GDP expansion
in times of boom, and stower in times of economic slowdawa.

iiiy the declining profitability of public sector corporations has had a negalive impact on
£OVEMMEn revenus and

vl the sale of shoress and oher assets by Croverniment while propiog up tevenue of & onc-off b
in the short-tam., may heave a generlly negalive IRPACt on & |onger-Eamm besis,

Government expenditure over 1988- 1994 increased by 11.4% pa. A large pant of this
cxpenditure was related o wages and owfier govemmeant cansumprion spend {accounting tor
some $6% of growth in recurrent expenditure). Social security accounted for stme 349 of
this increase in recurrent expenditure, The inerease inthe dependent population, and rises in
" uvernge henefits paid, sccount for this increase.

Another woerrying wend has been the condnued rise in the cost of serviging the public
tebn, which by 1998 is estimared 1o inerease to over Lm54 millon pa.

Monetary policy s annther ool used by govemments 1 influsnce the patiern of ceunamec
development. The main objective of monetary pelicy is pnee stability, Facessive price inflation
is sacn as potentially eroding the sconamy's confidence inmeney as a medium of exchange,
with negutive affocts on trade. ootpon and imcomes.

The Cenrral Bank of Malia is empowered to conduct moneiary policy. As 10 most other
small, open economias the Centrl Bank sceks to achieve price sability thoough an exchange
rile palicy whereby the external vadue of, the Malta Lita is kept susble by pegeing it ta a
hasket of forcign eachange cates.

The Cemiral Bank seeks to influenge lncal interest rates through relisnce on market-based
to0ls. cansisting mainly of apen marke! operations and the wse of the Distoumt Window,
Since March 1995, the Central Bank introduced regular weekly auctions of T-day ropurchase



lransachions (epas or teverse repos) which have aow become a primary tool of MRSy
policy implemencation,

Inspite of these developments, the direct inpact of Cenvrat Bank activities on Tetail intersst
rawes remain weak. This is probably due o;

1) the volume of moncy markel business remaing smadl compured to the main proft-
#armimg sctivities of the banking systems and

1] the aligopolistic nature of the banking system which fostors peice ripidity and precludes
price competition.

In view of the strenpth of domestic demand. over these last years the Central Bank has
songht to lighten itz monctary policy,

Main Sectoral Policies

a) Murufgeriring: Geured towards enbancing Mala's aitractiveness 1o forcign diract
investors, Local entempinise was neglecied as policy makers sought significant, quick resulis.
Forign direct iovestment has played a critical rale in the industrialisation provess of our
eeomomy. halta's agractiveness was based on () its pool of labour- non-raral, rompetitively
prced, English speaking () sccess to Lhe Euwrgpean marke! and (c} an attractive incenmive
package. Over theve Last 30 years, mare than 300 foreign fms boanched their DPErutions o
Malta. Hulf of these hirmy are still in aperation.

by Towrism: Accounts for 20% of GNP and 6,75 of emplayment. Over these last years
Malta’s intemational competitiveness has been eroded due o {1} higher lowal prices coupled
with lower stundards (il) increased compatition from other Mediterruncan destinations and
{itd]) changes in the intetnational tourkst market in favour of longer-hugl travel to new “exotic™
desiniens,

Malta huss had big inceeuses in accommodation, expecially in 445 star developments as
well as ficst cluss carering apanments. Multa's tourism has remained unduly dependent on
low price. highly seasonal ourism. The British muarkew now accounts for 33% of toucist
amivals, (1980s:80%), The gavemment was obliged o retatroduce a forvign exchange subsidy
seheme to UK tour operators. Fstimated gross emings from tounism exceed Lm2 50 mitlion
anreually.

) Bunhing and Flnaneid! Servives: Inrecent years Malla has been u prrading is financial
policies and sirugtures to mest EU standzeds,

The Banking sector contributes spproximeiely | 1% to GDP, and serves as s eritical luboeant
of the real gronomy, serving as a financial inlermediary between savers and investors, producers
and consumers, between Malta and the rest of the world.

Recent years have witnessed a peocess of gradial fmancial liberalisotion. The ceiling oo
deposits and lending interest raes has been effectively remaved, More com petition is being
stimulated by 4 combination of measures mcluding the privatisation of state-owned banks,
the licensing of new institutions and 1he introduction of new hanking preducts and services,



The Malta Stock Bxchange, established in 1991, has an impotiant cole in fucidiaeing the
Ronw of savings into productive investment while encourgiog a wider spread of securitics
owncrship, Im {994, comprehensive steps were taken to strengthen Malta's cole a5 ah
injersarional financial and services centre, including eliminating the distinction between
onshare and offshore hirancial instiutions.

dy The Comnstruction and Biilding fndusory: This sector is often presented s s barometer
of economic activity, and its importance goes beyond its contribution to GDP {presemly at
3.6% and declining).

The construction iadustry is praciically the onily domestic wowrce of capital formation
(mast machinery b oponed). I goes intg the ¢apansion and upgradiog of the physicil
infrastructere, as well a5 inwe such productive 2sscis as industrial aziatas, hotels, etc.

The industry has % high value added contemt which resulis in strang multiphier effects,
Local governments, 4l YAnous poinis 1n Ume, have soupht w stimulae coonomic activity by
boosting this setorn

The industry is becoming more capilal intensive; with stone in many instances being
substuied by conceere and cament blowks as bnlding maesal.

The Construction industry consumees land and gencrates a high percentage of waste (about
&% of rotal wasle) rendering it paricularly senstitive to environmental issues. A review of
the Sweucioral Plan of the Mahese Islands is being prepared by the Planaing Authority.

&) Agricrdiune aad Fisheries: Agnculure in Malia has f2oed s number of natural consiraines
(lend svarlabibity, water supply, high caleum coment in oue sols ete. ) Only shout 4% of
taltese band s imigated,

Existing agricultural policies are geared towards stabilising product prices. Local prices
are also suppuried hy smcl impor ¢ oninols.

There is an ever-increasing demand for fish and fish products related to changed
consumption patterns. Fish reserves inthe Medipermnean region ane hetng fast depleted.
Acouacublure has become an impoecant business for Malta,  Preseniy, there are seven
commercial enterprises, ltaly is Malta's main cxport market for farmed fish

[} Muritime Brainess: Throughour the years, Malla has always had srong maritiane
conncctions — due to the 151and s location and the need to import most of our requitemenis,
Multa's natural degp watar port has often yielded a unigue advantage.

WVailerta has been Mala™s ondy port vntil the recent development of Muarsaslokh.
Monopolistic work practices and ocgamsational serociores within the part adveriely effect
nat only damestic rade bur alse internationat activioes.

Toduy., Malla has g reluiively complote mnge of manlime achvities cnocompussing ship
repait and ship bualding, ship registmtion, grain 2nd Caegd mnshipment, bunkening. croise
liming, cruise ferry, yachting, ship management, marine insucance, ship ¢handelling e,



Drevelopment in this ansa has been leg through a mix of legislative ang regulatory messures,
oreanisational changes as well ax infraseroctora investments. These developments often
cecurred ina fragmented, "ad hoc™ basis,

A2, FIRMS AT WORK

Although Giovernments shape the gencral business environment the enitical decisien-maldng
unit is the firm, or eaerprise, and not the “country®.

Firms are undergeing unprecedented zhange due 1o the impact of two mat Forces:
technological cvolution and the memnationalisarion of competition.

The Lebour Market

Undoubiedly, the single most imporant policy ares affecting the viability of local
compantes, Labour marker policics condition work practice, the set-up of firms as welf as
tndividual attitudes to work and pay.

Properly trained, and managed, the Maltese worker can, in most instances, achieve
productivity Jevels compared o those in Furope. This by itself, however, cannot BLUATAIES
that wages for these workers will be i line with those of their European counterparts. We
need to undersiand better the economics of Incal COmpnics,

1} Nectora! Diseribution

The Frivate Dirsct Production Sector which includes manufacturing, agrculiuce and
fisheries and quarrying, constrection and oil drilling accounts for 27.9% of the eainfully
eoupiad.

Private murket services socount for 33.7% while the public seclor totalled 15.2% of the
waorking force. The remaining 3.2% were in temparary employment, that is. as appremices
and pupil workers,

Owver the last decade, there has been a significant shift (owards the servicss sector. This
trend could ruise coneem as survices are perceived tocammy alower patentia! for produciivity
increses, and hence, for econamic growth, [Lis importan to clarify what “services'' are
nvolved — as (his need noi be the case with CXpar-griented activities such as towrism.
iranshiproent, fimincial services cte.

1y Disiribution by Gemder

Female participation in the [ahwour force has gradually increased to arcund 34%. {Male
activity rate has dropped margmnally to B0%). Tight labour market supply has besn the resull
of successive governments seeking to protect jobs within the puhlic and private sectors,

Also, female participation up to now has tended to be linked 1o brisk CCONOIMES Wetivily.
This needs no longer be 5, and famales could st substituting rather then complementing
male workers,



Greater, more “permanant” female panicipation calls Tor a reusscssment of the ImiRing
facilittes available, especially within the wechracal sector. as well 45 the elimination of Eamily-
relared impedionents to career advancoment (e, g. lack of sufficient dav-core faciiities),

Wi} The Age Composirion

Although there exists a relatively even spread of age- groups within the Labour force this is
N 50 at a sectoral level. Employees under 30 years are predominant in textiles, chemicals.
elecirical products, hotels, banks and retated financiul activities,

There is a predominance of the 30 1o 45 years age bracken in the feshing, furniture,
conslOuCtion, hensport and communications industrics. Whercas agriculture, tobacco
manufactuning and recreational services have an clderly workforce (40 years plus).

) Labeour Costs

Over the t957-1996 period lahour costs (inclusive of wages, savial seeurily contributions,
and other benefus) increased by 92% up from [.m34.6 to Lm&6.3, The nse in the minimum
wage over this period was only 42%, from Lm 29,88 to Lin42,38. A properassessment of Lhe
impuct of these inerenses on the competitiveness of Malicse firms would nesd 10 include
productivity as weli us cxchange ene Factors.

¥) The Skifls Base

Vanious local labowr surveys have confimed e mployers' complaints as to skill cansindnts,
especially m lower manzpenial positions. Workers are weakest in lile skills, as well 4 lieracy
and numetzcy skills

Employecs. on their part, point out that many local companics are family-owned, often
there exi5ts continuous family-feuding and that the genem] environment within many ol sech
fiems 15 not condueive W imtiative nd decision-making,

Review, and discussions between the social parners of key labour legislation in Malta has
been geing an for some time. There is an urgent need 1o conclude these fegotiations and i
bring existing legistarion ir line with the present needs of the [ocal ECOHICHTIY.

Trade Poilry

Throughoul the years. Malla's cconomic pubbic policies huve heen inspiced hy the necd o
promale and suppert expon-oricniated. foreign-exchange cuming. activiips,

Singe the early *¥0s, Malta's sound forcign cxchange position coupled with recessionary
trends 1n the economy shifted emphasis an to job creation. [inpon substuiution and beavy
proection becume the hallmark of local 1rade policy.

This process stared v be reversed by the Lite 805, bt there 500l exisis hefty tevies which
are seen a5 cntical for the senvival of a significant number of jocal firms, Govemmen's
rention Lo cater into an indusinat free trude ares with the £ G within the next seven FEArS,



imphies that these levies will hive to be eventually, and probubly gradually, efninated,
Similirly, any uxes gn impotts will have @ he extended to locally produced poods,

Conrsumer Afairs

Crver these last two decades, the Maltese consumer Bas been fed a culture of 'fised prices”
Peaple still look a1 govermnment o contrel and make sl the necessary deeisions. The continued
liberalisation of the local econemy, fast changing retil siructures efe are all making havoe of
such policies. Local consumers have still 1o wndersiand how Lhese new systems work, Any
proteciion offcred i8 reacve.

The Consumers Affairs Act of 1994 was intended to start remedying the situation. This
camprehensive legistation deals with the functions of the Director of Consumer Affairs, the
cstablishment of @ Comsumer Affairs Council, the setting up of consumer ¢laiming 15bunals
and the ride of voeluntary consumer associations.

Competitian Policy

Within the EU, competition pelicy has been given acentral role in foraing a unifed marker,
Malta's drive for EU siembership led to the incorparation of much of this E. 11, palicy inta
the local comperition Jegislation. A namber of exemptions similar to those existing within
the EUl were also introduced soon after, To date, it appears that this policy Bas had only
partial success in promating greater cconomic efficiency and consumer choice.



B. THE FORCES OF CHANGE
El. “WORLD™ DEVELOPMENTS
Lociety

Humartity is goiog through ioteresting times, of Tast change leading 10 the emetgence of
new levels of ¢rvihization wilhin the dawn of the new mallsmom.

This radical change is affecting the way that humanity perceives itself, the way it bebayes,
th warks. i plays. This new pectepiion cenires on the rele of the Individuat person.

Individualg are becoming increasingly capable of devetopime theit gwn values and noms.
Thede tasres and chowes dre a deermiitmg force ot the markel place.

Economics is becoming less concered with the scarcily and indivisibilicy of resources
and more with the implications of informaion availability und individual choice.

Withun political studies, there is a continued reassessment of existing sinacwres and Systems;
redefining the way politics arc being camricd out. the role of the nation-stace in the lipht of
increased mebidity of ideas, information, capital and people scross borders,

Sociology is maving into post-modernity pear where human behavious is 5 so moch Lhe
autcome of rational decision-making, but of 2 mix of rationality with emaotiens, feelings and
inter-personal relationships; often secking immedinte gratification and MufTbment.

The “industrial” society is fast piving way to the "knowledps (information) socicty”,

The “knowledpe” society is characierised by a capability of communicsting everything 1o
everyone anywhere by any form (voice, dala, text, image), all al very high speeds.

Lifestyles and cconomic #chivities gre undergoing dostic ensformations a5 8 result of
the dramaric advances n the speed and effliciency of mformation and wlspmmunicatinns.
These seciors are o the knowledpe sociely a8 manufactaring was e the mdusinat gne. Their
efiect wiil permeate throoghout all the structures of tomormow's sociely.

Maost of the developed countrics are sctung an agenda 1o be propared for these developments.
They reafise thar the new era will bring significand changes. which will unfold an enomous
potendal for new services relating to production. consumption, culure and leisure activities
therehy creating a large number of new jobs.

The Political Economy

The world power structare is stll being redefined. following the cnd of the *Cold War™
era. The bipolar, military determined world erder is being replaced by 2 riad of sconomic
powers: The USA, Japan and ELL

All three are Tast evolving inlo regional sieper sociures; each having it own distinct
orgims, aechites tures and dynamics. Muteal dependense wrang thess coonomiss 15 inereasing,
and international competitiveness 1% BoCOmine More inense,
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presloce complemeniary ur ever compeling products, This s koown s the “Intel
s de™ phenemenon, fexiss predorminanty in elecormes and related ladasieies,

Olobal ization, docs mot mean thal there s no rosnn For smiatlaed medio me-sied cam panies.
As the MMNOS reorganise themselves, focusing on “core competencies” they will seck 1o
conlracl out scikvites of seek peoductsiservices which ure po lenger comsidered a5 being
eritigal for corporate success, This precess relaes more to quality and fAextbiliny
comsrderations mther than jusy costs,

Atbse, SMEx are generally praving W be more innovative, SMEs which do nod Fall withun
the sphere of operations of MMNCs will have 10 5ock survival in “rache™ activithies and markers.
otven seeking recapialise on “onigue” consumner demands such as proximity o local markets,
high levels of “tusterisation™ e,

Ancther characteristic of emerging peoduction systerms is their increased dependenee on
uocess o efficient supperiing “Serviges”, in parlicelar those providing information eechnoloey

B2, THE COMPETITIVEMNESLRS ISS1E
Intemattonal competitivencss: What 15 07 Why docs w mamer so noch?

In essénce, compelliveness repoesents an shility (o sustain valoe added ereation, For
CRICIPIISE. 16 Tepresents an ability 1o offer products (services) which are distinet from those
poncrally available or the markst.

This “origueness” (differenmnion can be the resull of lJower prces wnefor higher Cgualify™
1.e. festunss of g product which ane el value to costomers and for which they are prepared 1o
jray redativedy mooe.

For couniries, competitrveness melates W theor suiabibiy or “yitrctiveness " as & place for
doung busimess (For both exlsting and potendial com pantcs ) and especially for those companies
which can afford to pay the “right” wages, The factors that dowermine Malua's compennveness
are meEny.

The Intemational [nstitwte for Management Development consbines 253 indicarors which
detetrine 3 country s competitivensss, Besides economic features such as GOP. producLivity
et there are nihers of a politeal. soctosculioral. heman and edocatianal naace. Covermpems
hawe o werk I close partnacship with entecprise and e workent’ represeniatives; cach pary
fulfilling complementary rales towands imprered compelitiveness. Good communigations
are ossential in fostening this pannership.

The “coee’’ of compeutiveness, however, les with companics ook countries. B is companies
that decide how i tun their business. The mone successtul compunies Jo nod compels on
price of cost sdvantages. They siove (6 huild sirategic advantage” either throogh adjusting
eesouece allocation or by developing some “wnique feamnre” such as speed. agiliy, consistency
or maovaling.

AR times. companies yre e 1o benell also from sirengths andfor sdvantages which anse
from the envicanment in wiich they operae: “exremalitics” can resudt from:

L1



W COMNErY S CEPUEAtion i g provider of certain preducts (e wastches from
Sirecrland)

h, from “clustering ™ Lo, i 2roup of produoers, sUpEdiers, sU PO - L BUE LOns wlg DptrELing
wiithin u specific pronluet sector,

o, Trem synerey and imerbakapes wilh otfcr secwors al Lhe cenmomy.

Compuntes bve oo engiage ina elentless scaech 1o mprove prodoct design and quadity,
purchasing., aarketing and soles achinigues s well ok distnbution stridegies,  Companies
s 1o Jownk ot comperitivensss not s 0 wsr of posilion” (finding some optionad role snd
defending it) but one of “moverment” in amicipoung  teends and respording fast o ever-
Chanping Consuimer mess,

Mo counery, inelading Malia, b u ™ divine nght™ to competitivencss or praspenty.

Only by adoping 3 “dynamic” stnee, can we hope 1o safepwsind, and improve. our stapd:rd
of living. Developments in the world scenano all indicate that we have to radically revise our
COHIDMIC STRCEICS.

Malra’s attracliveness as a cheap {oosl-cfective) production base for European
raufactarers is being adversely cffected by the emergence of lower-cost economies,
especially Lhose 10 our Fast und 1o oar South.

These countres are increasingly embraciog market ecanomics, can offer a sigmficane
poot of libour at much cheaper raws. and wee no longer perceived ax eing 2 high osk
[oapesition,

Business atrraction amd retention is hecoming a top prierty in alt the cconomies of the
world, Financl liberdisation is Eeading to a0 cven greater mobility of capiral, and productive
unvestiment will naw seek opporiunitics world-wide. Malea most therefore cormpers with te
profit yielding apporunites elewhere. Malta conno afferd w miss out

The emergeng challenges demand conceried efforts feom all the social partners, Our socicly
rieeds o back coonamic wingurs wnd not [une horses.

REY CHANGES AT HOME
Sociely

The impact of globalisttion while promotioe similsr values and norms, ncluding
CONSUnprian palteois. world-wile, his also led o the e-emergence of local natenalism and
the siengthening of local identeties. The Maliese wwr bove discovered that inspite of our
smill] size. we oo cun effectively participate in the emerging world socicily.

The Family still acowpies o centrl role in Madiese Jide, bul ncividualisation is Pesding
people to reduce the qualitanive e dedicated 10 their Eamilies.

Multa's smal. open soctewy i fast adapriog o imponied nomms and values. The trend
towands a meare cosmopolicn society s nnmistakable and will undoubtediy aceelerare with
farther trule berilization and increased atfluence.



Competitiveness

A competitive Mala i the only way o deliver wealth and prosperity, as well 15 jobs and
opporiunities for our people, Maka's international compeatitiveness has been losing pround
and it gould soon reach a poim of serous eoncern, Litgem activn is necded,

Mahia's comperitive advantage, however defined, lies with its people, The Mallese worker
{like any waorker in the world) needs to be continuously fruined. be Bt in leaming and in
applying new technegques and ideas.

This implies a shift in eraphasis from learning through codified knowledye {that i e
praduct of siructural, bicrarchical systems of gencrating and disseminating informeation) to
Laeit knowledge hat brings flexibilivy and creativity. Mali's education sysiem meeds to e
bought in line to encourage such a transition. (The meent decision w introduce “lateral
thinking™ in the curriculum of our schooks is a pood start).

Globalisazion, with its emphasis on incredsed competitiveness. will present new
opporiuailics for Maltese companies seeking to capand their markets. However, it will also
SXPOHC MAny others 1o uapeecenisd competition.

“Miche” marketing will become of efitical importance. “Niche” marketing demands
certain sunbuics (flexibility, customisation, cxpon marketing knowledpe cic) which
are aflen not 50 readily available. Citherwise, local companies will be condemined 1o
produging “cheapies™ — Tower-priced, “inferior” prodects, which everything elie being
cquil, implies that they can only afford 1o “suppor™ inferior wagas.

Sandzrds

The World Trade Organisativn (W, T.Cr} has taken te lead in secking 1o credte seeater
harmontsation in product (and services) standaeds. The W.T.O. realises that this is an
essanbial precondition in lostering free wrade wmong countries and 1o prevent that
"standards™ be used Lo create non-Lariff barmicrs, Malta's wack record in this area leaves
much to be desired.

The Malta Standardisaiion Authority itsell’ was receny restrictuned to revanap i1y role so
3% [0 endure :

a. the proper gualily of poods being expored
b. ihat all products carmy a3 proper descriptien and
¢. thar therd is ng pegalive impact on consurmers™ heelth and the enviconanent.

Day-to-duy expericnce in Maita has repeatedly shown that i is no sefficient to have
Ihe right Jegislative framework. Equally important is cammitment to made that legisltion
work and to take the nceessary actian andior enforcement measures whenever the need
areses.

The role of standards will become avea more eritical uy Malea, over the mext vears, wifl be
furher opening up s economy Lo internacional husiness.



Maliese irms

Thene has been very litile resenrch vn the life history of funns aod ¢otrepreneurship in
Mat, The great majociny of Mullese firms are micro oe small eanploying less than 10 persons,
In 1995 out of a total 4113 manufactanng firms. enly L8 employed more than 2080 workers.

Within family un business, the enterprise as an mstitution often overdips the family 4y an
insttution. This phenomenon keads 1 2 senes of consequences an the leve] of decision-
making profiles. the Hiling of key posts, of basiness 4es and opperfunitics for further
development,

The business plans of many of these com panivs do not have the vision or resaurces m face
an intemational steatery which demands reladvely large budgets for searching markets and
markening prodects. In other words, i s sl not clear that Malese awned com panies are
prepared o neve fram a peoduction based induserial colture to a marketing one,

Naturally, “intermedianies" {such as cxpont consentia or export “leaders™ which serve as 2
penint of cootact on the expor macke can help foster this marketing culbore, but witimately,
susiginable success would have 1o be measuced by the ability of these firms 1o build an in-

house export marketing cupability.
Bd, AYSWOT ANALYSIS FOR THE ECONOMY

This type of analysis which tikes o considengon Malta™s strengths, weaknesses,
opportinities and threats, helps s to ondersiand  berter 1he challenges ghead of us, and o
passibly find the ogli salutions.

Strengths

1. A cohesive social structure,

2. Horman resooeas which are adaptive, resilient, neh-rocal and BEonglish-speaking.

3. Relutively g high level of education with a segnificani pant of sociely heing mubi-
lingual

4. Polincally suabla systam

3, An sccopizble European-style quality of life,

B. An Association Agreement with the EU which practically enables maost locally
manufactuned products 10 e exparted duty andd guula froe

7. (oed track record 1n economic growih and in dealing with forcign direct investment

£, Smad] size — small” problems and “sreall” irepact om imemational bosiness.

8. Rich historical and cultural heneape.

Weaknesses

1. Mults shares vulnershiligies asseciaed with smadl skind staes - in particular laod
limasaneons and higher sensitivity to environmentil conside racions.

2. Malia Jacks any raw mraterial and a5 "micro” economy Hmibs scope and scale of s vities
including Research and Development as well as “invesiment epportanitics”,

14+



Y Ml 5 penerally “enknown™ and has limited appes] as o place 10 do bastiess and
weark io,

4. Emenging “culwral™ waitx - “hereand now™, govemment dependency, Tindividualistic™
OTICRtation, cic.

3. Increasing preference for comforable and secure jobs within public sector, permitting
undeclared evening part-time work.

6. Mismatch in skills availability and indwstry's neads. Lack of manpower “co-ordination™
betweea students, govermment. industry. Gups in “vocational" cducation system.

7. Reactive relationship between government and secial partners (unions, smployers, eich

5. A dualistie” induwstrial strucrure. One globally-comperitive, foreign owned und the
other “protection-dependent™ Maltese owned.

9. Undue dependency on fercign investmant for the impontanen of technalowy and the
growth of local knaw-how,

10. Limied labour supply and increases in labour costs which are outpacing productivity
IMprovements are undermining international competitvaness of local indu siry,

L1, Ageing populatien and low female paricipation in the libour Tore.

12. Maltese owned industry generzlly suffers from lack of finance which is limitng
mvesiment in higher technology and machinery, Other tmitaians are dee 1o lock of
Mmanagement kpow-kow including expot-marketing €x pertise.

13, Na "cluswers”, “centres of excellerce’ ar ather "sxtemalites™ linked 10 Malt-hased
ECOMOMIC #C0Vities.

14. Lack of imter-linkages beaween varoos locs econemic sectors, Also ol an instiwtioned
level, no convergence af straegics, resolreas ete.

t5. High cost of government-provided services snd compliance with government
regulations.

16, & public adminisiraion that does not facilitae the growth of privaie husingss and
entreprenourship.

17, An "expensive” social infretructure which is competing with productive inviestments.
|3, Undue dependence on povemimnent expendinge for the “well-heing” of the economy.

Threats

1. Changmg wertd strocluces end systems could be veal threats for Malese society i it is
umabbe r meet new challenges emerging, Cheap sd extensive, competitive pocls aof kbour
at reduesd nsk,



. Sectoral ind personal interests preventing the necessary eoonamic readjusiments which

-

are goifical for fufure suocess.,
3. Multa's peopniphical leation: the Meditermmean s o relatively uostable polnical regaon.

4. Relative coonomic success to date, induces sense af wifloesce and high expectooms
undermining the necd for change.

5. Shont-term arienration in decision muking thar leads (o (00 many SLOP-EEp MEISUNCs,
6. The luck of steatepic and project coordinaton wirhia the public sectar

COrppartumilies

1. Changing world strocturcs and systems affer new cpportenitics including those wnsing
fremn free rads amangements with EL ete,

2. The knowledpe-based society is nat scale-dependent (45 wits industnalisaton ) enabling
a “micro” econemy [0 panicipate more fully in the emergiag opportunites.  {elecoms,
Tuformation Technolegy wkdustries etc).

3, Substuntial scope for Muliese-owned companies boimprove their “cost cffecnveness”
and become mor: competiive on the basis of “dilferemiation™ (rather than just costs).

4. Malm vould build 4 coberent image, synonymous with certain Lypes of economic
Aoy LS.

5, Geographical location — oppartunities i a developing region

. Malu could utilise its position, time-situation and English speaking capabilitics ta
cstablish itself s a bub for business — From Nnanclal seevices to mantime indusines.



C. A VISION FOR A BETTER TOMOGRROW

The fust changing wortd and domestic seenurios, mike iCiacrcasingly importn for Maliese:
society, and Government. io outline 3 longer-letm Socio-Ceonomic visian — and 1o ensure is
achievement,

Visioms help to genesane a sense of dircction, are a great communication ieol ad provide
g poind of Tocus which umifies the respective groups withitl Ihe community an suppeTt of o
common podl,

The basic elerments of the vision huve to be agreed 1o by at] concerned o us to prapel a
sense of belonging and common destiny.

The vision has v combine inurtion with snalysis — and has o be founded on a realistic
wssessrient of competitive strengrhs and wesknessex, The guiding principte should be that
sueoess 15 4 process and ot a state of achigvement.

The vigion has w fAnd its roos i the concept of “sustainable development” whereby
economic activities are antegeated with qualiey of life and environmental consideraions. |t
has to ackngwledge tha there is balunce amd interdependence berween oconamic growth and
quality of life,

The Yisicn

“Maltese soeiety provides maximum opportunities for each individual, now
and in the future, to achieve self-fulfithment in a caring pleasant community
concerned for the rights and well-being of all members, in harmany with the
environment’,

i1 The fmdividual

1) The Maltese citizen (he and shed is fully conscious of kis rights und eesponsibilitics,
Scli-dependent, he is capable, und able, ta effect his choices 45 he thinks best. He has come
ta welcome diversity. Confident of his copubilities, he wlapts guickly w changes 1n his way
of life. Keenly interested in developing his creativity and miber persenal wlens he actively,
and throughout his life-lime, tukes the appartuticies that Maltese sotety offens bim.

b} This “petsonal™ development has be en e result of an education syswem which takes a
“holistic* spprouch, The indrvdual is seen ws o "total™ persan - giving equal consaderation to
cultarat as well as skill formatien. Culteral preparation casbles the Mauliese person to widen
his horizon, ideatifving himself with a glabal seciety. while finding unigue strengibis within
kit cultural goots. Skills fermation enables im o panicipate fruitfully 1n the econdomnic
srrancgics of gur commiunity, In particular, the Malwese persan is “information literse™ and 15
ahle 10 cope with the demands of the “knowledge” sociery. Educauon i3 seen as a lilelong
EXperiense.

ot The Maltese cansamer. alui sapresses s mzght of cheice b the market plee. Smart
anecd wigilant for his rights, the consumer oo s secks 20ve rmim et asaimanes G ensone that

17



he gets a fair deal. Cuvernment's peesence is contined o where murket scanamics fail or
where sipnificard Market impeefocions exist

d} The Maliese worker (producer] is highly praductive, making fulb wse of bis skills and
capabilities, Seif-improventent Eacilities exist, which ensans that everyone has the op portanicy
throughour his warking life 1 contribute his best at the pluce of wark. Laboue is suficiemly
Mkl betweon compantes and (sector), <o 0% o cosure 3 neady supply of skilly to back
suecesstul ventures.

i Seciety

43 Maltese sociely uctively encearnges particapation by alb individuals, seekig a fair
distabution of cprertunitics sothat everyooe plays a rale o hne wich Bis abilites and ambidons,
This imespective of gender, age. physical or menial capuhibity, Diverse lifesiyles are equally
aecepied. Maltese socieny acknowledges that the “commaon good” canact be served by going
against the furrdumental Aghes of te individud,

b) Malese society cherishes its sense of coring and of solidurity. Soltdarity founded on
the prnciple of democrutic consedsus which, however, recognises that at times consensus hy
rajorily has ils limitaions alse, Cur socicly expresses empathy with all 1hose who suffer
wanl o pain: amd peewvides o safety net to those that need i,

The welfare sysiem has heen reviewed and readjusted so that i 15 no tonger an “easy”
opitan. rendering individueals unduly dependent on Government.  The sysiem ts built on a
proper mix whan fosters self-help togewher with muilual suppornt (thraugh eiforts by members
of society o help cach other) a5 well as public assistance, This has rendered the SYSTEm oosl-
cffective, and hence sustainable, The Maltese have peace of mind and feel safe within the
COMIRLA Y.

) Sohdanty i3 just one of the values tha Maltese socicly has aounshed to meet the
exigencies and challenges of moder lite. This set #f commtn vabues have helped o mite
people in & sense of commanity, of sharing and pannership which goes beyond 1he afffuence
and cconomic well-hetng of Multese society. As Multese socery Iecame more cxposed to
global society. it ¢linked steadfasty 1o s deeper "core” values. The Maltese are proud of
their language. Tiey lave mude pood use of their capability w speak English which has
enhanced ther interface with the rest of the world,

db Malt's supeess his earmed nthe eespeet of the international community. Mala has
been in the forefron of prentating peuce snd polaical stability in its region. The Furo-Med
dialogue bis come o long way, and Malts has seized the appanunities that were generaed 1o
consolidate its relaiivas with both the EU as well ws the Meditermanean countries, Malia has
alse been ueive in ather imemational foed aking imrkatives that e w0 the bemetic of masking.

¢) The peace of mind af the Malese is panly due to their having been prepared to cope
with st disgiters such 4s eanhquakes, fooding, stroag winds eto, Extensive educational
progremmes are beld o ensure that civil proteetion plars ane knowa aod undersiood by all.
Yolunicer groups. s weill as focal coungils, have been assigned key roles m ensoriog the
cilectivensss af thesy prsection programmes.

Is



Three key elements which have suppeocted this individual and socictal development are;
i} The Ecomsany

i) Tha Srule

i} Quality of Life considerations

iy The Economy

The Multese cconomy 18 competitive ot kome and abroad. The open marker system
stimulates strong and viboanl economic actvities. The economy is highly integrted with the
globul one, on the basts of rectprocy] e Irede movements,

This success was the result of privaie seevor initiative, The econantic restructuring process
wah suecessful as 10 had the support of all the social pamners. Economic sciivitiss were
encouraged in hing with their “value added™ potential, Resources were channelled to back
vehturgs which helped build “competittve advantage™. competing ned just on cost-effectiveness
hut wsa on the strength of diferentintion resulting (oo unigue nesources, capabilities, qualiries
eig. Malta will never be able vo offer the lowest 114l business costs amon g all its competitors.

What it hus sought to offer i the gremiest possible value fur busincsses operaling, or
wishing (g operate here. Effieciive use was also made of advances in the keow ledge industry
which his helped the country to build up its potential ax a production and swirching centre for
goods, services, capital, information and people.

M.dia is now g hub for Buseness, services and transponiation, Care was also given to
crede synergistic iner-linkages within and between these econpmic sectors.

The success of this restrucwuring can be gavged by the improvements in the stapdard of
living of the Maltese people, the browd opponunities svailsble within che sconomy, ax well g
the selection of jobs zvuilable.

i} The Stase

balia boasis a simple, dynamic and efficient civil service, The service is Bust building a
eeputaticn for (s customer-orieniation and ity support in helpiog local business to lfounsh.
Public emplovees are proud of theit wark, and share a sound "expoin de corps™ snd professiomal
ethos, Their comminment is ieknowledged and rewardied. Regular (reining courses ace heled
far these employees,

The Government has had w redefing its role in society. Ds has led o the down-sizing of
the public scutor. Now, whar government docs it secks w de well — in the same spicit of
“vidue added™ and superior campetition which characterises private sector activilies.

The gavernment 4cts 25 a coach, leading others by setting standards and by example.
Belalions with the social partners are buidt on credibiliy and mumat ruse. Govemment is
suen as being fair and coherent in its policies and their implementation. Regulation is kept to
the necessary mimmwm, and 5 commen surae wilk the original pucpose,
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Ciovernment adoms a coordinated approech 10 macro-cconomic poticies. Emphasis is
Biven to sustaining non-infliuionary growth, Fiscal discipline it exered throughouot, and the
Malwese people have come to aceepr that taxes have to be puid iF they are to continue o
expect secial benefits, Government has also given importance to the publication of proper
and imely tnformation on s affaics, as well as the economy a farge.

This mformation, and itz analysis by autonomous organisations, has kelped in fostering
b principle of self-responsibility and inereased participation of the Mulese peopila in public
MLEAeTS.

iiiy Gaality of Life

Malea is woanractive place to live in, and where 1o mise a family. Maltese socisty was
wisc (o realise that “consumerism™ for iself led nowhere, It chose qualivsive fulifllment.
giving full aweention to cullure and environmental preservation. Maltese lifestyles have also
changed drastically due 1o the impact of infermaitan industrics and welecommunications.

The Maltese have become more conseicus of "personal” matters such as health cars, sponis,
ricreleanad s well as “cultural” aciivities. Having more leiswre time meant than the Maliese

slarted spending more money on these maties.

The povate sector realised this oppoctunity and invested significantly in providing the
reght Tacilitics.

The Local Councils too spent money oo embedlishing the living environment, and in
providing adequate recreational facilitees especially for the elderly and children, Volunteer
orgamsaitons have been actively suppored, and operaie in a significant range of local social
arlivitiey,

The public plays n important role in poblic pelicy relating to environmental isues,
Fxtensive awarcness campaigns have helped creute a social conscience as ta the vylnerability
ol the ecology withian 2 small island,

The Flunning Awthority fulfils & uselul role providing clear direction. and an cffective
miechaison that minimises the burden of economic growth on the environment, withou! stifling
imiliglive and cnirepreneueship,

Malla's waste management policies give due consideraion 1o it specific charcteristics
and necessities. Efforts are made to nunimise wasle pencration, encouraging wheagver

possible, recyeling 50 a5 w converd wasles tnle 2 resource.

The Polbuter Pay Principle has been edopted, 50 as 1o ensure that enviconmental costs are
reflected in market prices, Govemment acty as 2 regulator, and to ensere enforcement.
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D. FOCUSISG ON HIMAN RESOURCES

The concept underpintiog this document is that there ¢ he ne “real™ development without
improvement of the human individual.

The vision statement itself prajects the Maltese ws capahle, self-managing individuals
panttripating fruitfully in soctety, as well as in its economic structures. The emphasis 1s on
the need to take a “holistic” approach o human development.

This becomes increasingly Important as the world, and Malta, moves Turther into
post-industriadism. Tomorrow's gconamy will be more knowledge and skills imensive;
demanding greater flexibility and creativity from people. Our country, given the lack of
raw materials. has always had (o cely on the resourcefulness of our peaple, for economic

suTvivak,

Intemmational competitiveness, and advuntage, for os is all about the quality and productivity
of our workioree, Value enhancement in Malta's case is swongly linked ta the continued
improvenent ¢f oUr bUMan nesouces.

Busincss perfomance tomormow depends on today s investroant in out cdecation and ather
human mesowrce developmant systems.

The need to lake a "total” perspective of human development implics ihat oue edecarion
and training systems have to be oriented so as 1o cultivate the intelleciudl or cognitive, social
and affective personality, a5 well as the economic polential of sur people.

~Basic skills" and “joh skills” have 1o be soen ax being complementary and mutually
reinforcing. A cerain kevel of educationsl attainme nt has 1o be seen a5 un inlegral pan aof the
enrchment of the skills base of pur economy, and vice-versa.

A skilled workforee in itself (s not cnough. It miost be well-managed. Enterprises aged to
ensere that their intermal organizaions and the way they rebue to 1heir employecs, allow
changes 0 be made castly wod with consent.

We have to feel individually, and colleclively, confident 10 embrace change and flexibiliy
im all its Facels and w adopt them as imegral characteristics of Malese culture.

Our soeiely has 1o cncoursge ininadve and cntreprencurship, and to reward them
accordingly. ALl this has to start {from within our cducabion system.

Alsa we have to move away from confroniationalise, “Taylorist™ approascics o employee!
emptayer relationships: 1o ones based on shared vistons and commitment so 45 (0 cnsure
COMSISEENT IMProwvement angd sucoess,

Properly mamaged, witkers are not effort-aense. 1T motivated, they do not need conteoks
ar additional mosewry incentives to actively panticipate in the progress of their pluce of
work. They need o be trusted., imvalved sod empiwered.




Thes chullenges the stneciures and systents of many local enlerprises. Itimplivs moving
bevond tradinonal concepts of worker panicipation, which in Malta have generally achieved
disuppainting results,

We need fatter organizations where worker pUticipation is nor just anather mens of
imparting mansgement's perspective. This will necessivate improved raining programs for
both martagement and employers.

Similarly, the labwur markey has to evolve 1o become increasingly responsive to market
signals- including the viability of certain coonortic activitas ay well as the availability of
changed skills.

Arecent repor (Human Resources in Malta — Trends and Challenges, 1997), pointed out
that existing labowr legislation, as well as the wige delerminalion process are among the
fmatn constraints sffocting adverscly te local labour market, A review und evalgaion process of
eadsting Labour legislation, staned by the social parmers some years g, noeds ta be concluded.

Clear policies 4re 10 be set in place so us 1o promaode an efficient labour market. Fducation
has ta be seen a5 a hfelong process.

In a fast changing world, some skills 2nd compeieaciss are bound to beaome ahsolete,
Chir edication system has 19 prepace oure students pe soccpt and be psychologically ready for
such eventoaliies.

i particilar, changes i the world sconomic stroriares tmeply W the demand For unskilled
Jabs in the more advanced economies, and in Malia, will cantinue to fall. The prospect of
long-term unempleymeant for the unskilled is @ real one and should be treatedl with urgency.

Qur education, and training systems. need o be restructured 50 23 16 ensure the provisicn
of “second-chance™ education tg everyone, af whatever age. This is espectally so for women.

(e people have 1o be sensitised to the need o assume “personl” esponsibiliny for their
contineed “skill” developruent, so as w add “value” to themselves oo the labour market.

The Government, and workers' representatives, should ensore that opportunitics for lifa-
long educution and iraining are available, so that all workers will be able tir Lace the challenges

ul tomomoew
2. THE EDUCATION 5YSTEM

Fre-sixteen tprimary ind secondary) educaton bas ro be able 1o provide, fisst and forenas,
the “basic” skills. These skitls refer to the ability to read and write (literacy), to listen and
speak {eommunication) a5 well as to wndertake stmple caleulations aod meastrements

{nemeracy).

For the Maltese sident, literacy huas to refer 10 both Maliese and English, We. a3 a
reople, need both lanpuages and our edocators should develop sysiems of kearning both
fanguages concurrenty and with sharcd synergy.



The Maltese fanguage gives us nattonal iwdentivy, and streagthens our social roots, Enghish
i% ouf kay 10 the global seciety. Peoficiency i English is cntica] for maximasaticn of lifa-
chances, amd 2]l school leavers should have obined an adequate standard,

Recently, the concept of “basic™ skills has been extended 1o “core™ skills. The later
include alse the ability to improve onc's own learning and performance {leaming-to-leamn
skills) as well as personal and social skills.

The pew age demands thay compuier literacy and creatvity besome 2 basie poal of
education; wilizing information sysicms 35 an integral part of the leaming process.

The aflevementioned report o Human Resowrnes in Malta (1997} stated that sccording w
lacal employers the present educacion sysien is ol best providing some literacy and numeracy
skills, but i failing miserzhly in aness of decision-makmg, selfpregnisaion and managing
relations.

I ¢an be said that inspite of the evidense of considemble educational attyinment, 1he
present sysiem of educacion in Malta suill has deep “strucwreal™ gaps. The levels of illitcracy
are unacceprable and emphasize the need o Eive prioty w upgrading educarion at the primary
and secondary lavels.

This will require measures designed to increase the effectiveness of veaching and learning.
especially in state schools. Most teaching is still done within the frmework of a wenninal-
examination, norm-referenced onented 1ype of curiculum. Teaching is enaminating, snd
el pupil cenersd.

All tpo often our schools are gsking stedents to abhsorh kpowledge, obey, remember
and repeat. There 1s fitle “cntical'’ leaming where the individual 15 motivated to leam
and is required o “challengs” the now knowledes on the basis of the know tedge that he
already has.

Teaming has 1o convey ned just knowledge bun alse aiwdss and competencics, Schood
curticulum should be reviewed (and extcnded to0 nclude IT and ceeativity} while changes
should Ba made In Whe as5eisnienl process.

Also, there has to be 2 focused approsch wo the professional development of teachers, so
& o enab] e them ocsormioun L this transilion successTilily, Significam improve menis in schogl
management and admirisialion systoms are also nocessary

Schoal leaders rmeed to ke provided with adeguate Tesounces and suppon 1o cnabkle them
[0 operate as astanomously as possible. Greater parentfstudent mmvolvemene ik admdnisication
should alie be encounaeed. School plans need to be developed. As we shall sec Jater, the
Educatton Division should have a revised rele.

Another ared which requires special solention is vocational srabting. [ Malts veealiona)
tauning Sl enjoys 2 mech Jower semus curmpared Lo gcademie education. Inpartcubarn at
present oping for vocational educanon s percerved as a road o nowhens becaose the Universivy
rakes i difticul for secl siudenis W enter Liniversity courses,



The Kamboll Report advocatss that females be enoouraged w participate more in technicyl
cducation. Thix ix exiremely difficult w crack because it is essentially a culioml problem.
The role of guidince and counselling. in this respect, is vital,

The emphasis on the upgrading of skills and life-long leaming demands a thorauwgh ey iew
of the qualifications und centification systems of the country. it iz useless (o encourage the
indivedual ta build-up his skilts withour giving him due accreditution, and which bas ta have
vatue to hoth the leamer and the potential wser of that quadi ficztion(ha is. the em ployer).

Most ORCT) countries are in the process of revamping and reforming their systems of
qualifications. especially vocational ones, The EL, inthe sear future, will be establishing its
own standards and sccrediation sysiems and it is imponant for Malta to rationalise, and 1o
adhere, (s systems 1o the European ones,

All the social partners should be given an active role in the formeulation of these syslems.
The establishment of the Malea Council for Vocational Quaiifications is a good start. b
i h more needs  he done,

Acomprehensive “shills andie™ iy required w eom plement the envisaged manpower Survey,
and some form of systematie evaluation and recarding of “human assets™ acquired threuagh
aiting and cxperience needs 1o be cstablisked,

This may entyil the formation of 4 system of “Accreditation of Prir L.caming” wherehy
any iadividual wanting further training and not having a foemal gqualification can +pply 1o
have his abilities and levets of comperence cenified.

The setnng op of the propoged College for Further Edueation should not only scrve e
nelwork the various “post-sixteen’ educational imstitgtons (eg. [TH5, Banking Schood,
Fellenberg Inytitute cic} but shaold alse help te actively encourage “sccond-chance” education,

In particutar, it should offer = madular and apen leaming structure. whereby the
individual is able to “mix and match™, combining “job skills™ with “core skills™, and
acrumplating credits that will lead o certification, and if desired to higher levels of
cducation. The system adopted could be fexible encugh to give due seope and recognition
to “in-house” training.

Adse, the College in conjunction with the ETC, Industry and the Education Auborities,
could help estahlish a national system of irrinceships. Sueh a system would primaridy ensure
that new 2rirunts (o the labour market receive appropriate job-related training, and that hey
arc cernfied for this icdning.

Such a seheme has to start with school leavers but should become on-going, 1n the LK,
“lovestors in: Feople™ schemes are being organised 50 a5 10 encoursge firms, as wel] as public
Sector organisations and departments, to invest in the aining and development of their
employees as an integral pant of achieving their business goals.

The &mphisis is on resuits and not procedures, and these schemes are being presented as
the starting paint for “otad quatity management™ These schemes help orpanisations to:-
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a) build commatment 1o invesi in people as an integral pact of achicving their business
goals

b) plan how the skills of the individwal and the team are o be developed to schivve these
goels

¢) formulate action Lo develop and use the necessary skiils in a well-defincd and continuing
programme, and evaluae progress [owands achicving goals and determining fulure oeeds.,

D3I, THE INSTITUTIONAL CONTEXT

The terms of refzrence of the recently cstablished Commission for Edwcation include
making recommendations 1o Govemnment as to a Full sieategy for the development of the
cducation and human resources in Malta,

I" cur opindon, the commission should give due consideration Lo the metis of Eotlowing the
LIE éxample and extending the responsibititics of the Minisery of Edecaon i includs emnpleyment,

The reasoning behind such @ move appears guite logical, and woulif give aclear message thit
for govemment, educarion gocs on even after that an individual leaves school, or lakes up a job,

We alzo believe that the Education Ctivision should consolidate its role as a “regulatar” —
seiting standards, monitoning performance, and being penerally responsible for certification
systems and their imeérmational recognition. The Division should be divested of administering
pomary and secondary schools,

The instivutional struciures of education have (o evalve so as ta favour the decentralisation
process, whereby each school is given as much autonemy as possible while making sure (hat
arcountability 1s maintained.

As the decentralisation process accelerales, “honizontal™ sehool associations should be
encourdged 50 as to promaoie “best praciice” by faciiitating bench-marking, sharing of
EXPETENCES ST,

The rolc of the University should be further strengihened. In the recent past, the University
has successfully extended it sphere of operations to inchude the Junior College, the [nstilute
for Health Care, the University for the Third Age ete.

[t is now being proposed that this responsihility be extendad to cover all “post-sixteen”
educyuon, including all higher secondury education, the seming vp of the above-mentioned
Callege for Further Education, as well as “lifelang educaion™ in general.

This wiuld essentially imply thae the local University evolves ime a aetwork of Faculies,
colleges and specialised schools covening all facets of “adult” education. The broad mnge of
subjects covered should encourage “inter-disciplinary™ study and interwction: and waould
contnibute towards promoding a “total” approach to education and hunan development.

To ensure the success of such an extended role for the Universivy, 1he govemment should

appoint key people from the privale sector, the trade umians, the ETC, 1the Foundatian for
Human Resouzces ete 1o represent it on the University Couneil.
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E. ASTRATEGY FOR THE ECONOMY
El. GENERAL STRATEGIC CONSIDERATIONS

In an mereasiogly competitive world. Multd has o consUtly sEve [0 ileresse vodue
added and productivity. Sume prople siEll eend w0 reuct sobrly o suggestions that productiviy
necds o be treceasef,

Productivity s not a muiter of working harder uned longer hours, Ofen, it gust menns
beteer munagemenr and orgadni sation,

Having no raw naerials: limited scope far verticalharizontal linkeges, ws well s the faer
that Malts s un island with limited laou availabilivy sdds pressune on the cost competitive ness
of lowal ventures compared to vher inteenationz operators, Malu has to seck i Jifferentiare
iself positively from its competitoes, using s refalive strengihs to betler salisly the aeeds of
IS “eusiomens”.

Thre Value Concept

Regrettably in Multese culture fand tunpuage) the comcept of “vialae" iy afien pquated 19
price. And yet from a macketing perspective price is only one slement in determining the
“vilue™ of i product {or servize).

Value includes i ser of “tangible”™ attribumes {such as performance, ducibiliey, running,
Cowts, comfan, and residual vitlue) as well s “intangible” znnbutes ie.g- brand image, laany,
g sarisfcton te ).

“Tangible™ anributes are often directly related to the cost stiec ures of providing i predugt
forservice), "Iamngible” atreibutes sre nor. This s why Multa needs to eahanee the “intacuible”
aunbutes of it products und services.

This 15 no easy sk, "Totungibie™ aishutes do nog apped o ull cliears i the same way -
imaplying tha Malta, and local companics, need 1o know hetier which chent base, market
Segnednr, they chowse to cater B,

The solution offered is that tocal companies should eo for ™niche marketing”. Niche
aclivities ustally entail "higher vadue added™, are ng 50 cos-sensitive do net compete
directly with “global " products {services) which are Increaxingly dominating world markers.
The logic gaes that there will wlways be g marker segmen [however smally thn opts and
needs u different, “customied” product.

Adihough sach advice makes sense, it tends 1o uedercstimare the capabilities (including
technology and know-hawd which ane required 1o successial explost these opportumnilies.

At3azgtional level, Malta has ihuild competitive advuntage by rokizg full use of nesocrees
which are either aot availabie to competitors of which wre availshie 1o them but at a higher
CONE

Once the eniticn! faciors for success have been identified. Wiedte nesds fo ensune sl 4l
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the pecessary resourges e mude aviviabie wom OPPSTUAILIe S Il slfle2e adv i,
Albating pesources e mioimine ihe “social ~cost of cestcuciuning by waelt ean be wrstetul,
ard would pastpone the chunces of success.

Malta feeds to back ventures with the best chanees of succesx, which (it into the sirazens
lepding to superior comptition. | alse Bas 5o pisen far insctarional igiprocements <o o
e L the strabegy can be succeslly implemented ind S proanss sehicved seuctares sl

Muli cannat vondemn eIt 10 being o Brw-east coonomic player competing o hwer
wilges, Also. Multe's soonaainic grewah shealih be directed sa as 1o medobdn high employment
intensity”. s bt hagher productivity will not leed 1o eereased enemplisvoent s s been
the expenence of many, mes developed couniics.

The emphasiz mooet on being w0l 30 produce specitic procueis {services ), bui suther un
building capabilities, developing key proceses thad Belp peovide sapeor value oo disGecive
grop of cwstosiee.

[0 b this onentacion tha will ultienately crears synetey and zel wgether the diverse economic
SCUVILES 20i0g onk Lo wur country, This s the busic chaltenge of the “Value 20007 programme.

Leagderchip

Malua's peliticianes huve 1o provide the “visionany™ [cadeestin, which s gecsssary Tor the
suecessful umplementatson of shis sizalmey.

The Hamboll Repant pet vuleerabality at the very conter of eoncemn (o foed PRECY - TR
Mz had to opt for a baluneed ceoromy. Datining the diygree of “balunee” bepween the varous
SOCTOY Witk S0en 45 an essenidal "pragerios” oty long-torm acanomic des e epment prosrme.

Balinee detween dircet production {manufeciucing, spricalture, o). market services
{oankzng. rourts, ey wnd ngn-micker services (public adminisiction) wis LICCHAY w0
that "vulnerabdity to extermai forces auiade the conmal o0 the national tuchoritios he
reinimised™ {pa, 2,

Acd yer, for @ “micro” secsely like Mulw, vulnerability (asy mmewic Jependence) on
exlemal Forces Gas 10 be a fuct of 1ids 8 st of mind. The most ertical issue is not oae of
conrol but rather o buiiding and ausurinieg o compeutive ccanamy. Defining apecific,
quantitative targets for cach sevior conld develop i Jsngerous game.

Hinher, we skould seek to wentity the criceal Tctors witkin eoch sector, (dn ksl
sub-sector nnd ensure et these ave successfully implementesl, All three secrars 1oe hene o
sty — thedr relative imporangs will be deweemined pimunly by markel furces and nalitical
leuderbip.

The Jiscussion relawg v Males's full membentip inthe B is probeile the hohest “crons-
umking™ dise confronting Mattese society, EL membership should aorbe seen s an end in
wselts i does Lot challenge aur vision, Ruther it ix o sleatemic chaice which may taeilimme. or
ninder. rmogving owerds pur defined visien,

-



It appears thar the cholce, trom an economic perspective, is essentially bolween 100l
ke gration within o huge systent, hoping 1w identily “niche” welivities beyring the shyred
casts of membership while benefiing from the resources which the spsuem woutd inevitably
muke available i prospective memben as against opersning at the pernphe oy of such & system,
or indeed, similar systems, maintainmg a bigh deeree of adaptability and Aexibility to tap
opportunitics ansing from bemng “ourside™ such systems.

A geitieal considersuian in making o chotce has to relate to the "microe™ size of the Maltese
coonomy and wo 1ts being prepared w compete on a free trade busts. [n the local context, such
a choice, 15 “de Facto” polittcally laden. Ulrimarely, whe moartens for Malta's future s s
ability 1o be internationally competitive, m do well whatever suwategy it apls for.

Mairz's Specific Realitieas

New creative selutions bave 10 bo soughe. Existing "acadernic™ thinking can offer insights
but nol solutiens or “Muepones™ for Malta's case. Tapping into huge markets will not by
isell result in superior "capabilites™. Indeed, for most intents and parposes, Malwese-mads
products aloeady enjoy adequite and free access conditions w the EU market.  (1n some
mnstnces, this access is further enhanced through dn ability v purchase duty-free cw maenals,
Cranponenrs, #16. o the worlill murkets),

Mor wall i auromatically make Mults more witmctive 1 fereign dicect investment. unless
sther crilical fiactors are also in place. The loeal seanatey needs o be opeacd up 10 intemational
competition; but this has to be o gradus] process 50 35 noL 6 wipe out a sigmticant pan of the
BCONITY.

The fuct that the B remains the main marker for Mali ‘s expocs is primacly the resely of
the puttern of Malta’s indusiriakisation process, coupled with the existence of a fairly favourable
Associztion Agreement with the EU, ruther thun the outcome of straicgic murket considerations
by Maltese firms.

The Mediterminenn basin offers signiticant marketing oppocuonities that are within the
reach of tocal companies. but which, up o now, have escaped them,

The reascens for this are rin only intemnal to tocal! companics b also structerad 1e. lack of
adequae 1ransport focilitics, no strucrared trade agresneents, etc. Uniid such time that these
battlenecks are removed, Mala's econpmic fubure will inevitably lie with Europe, and in
particular, the EL, :

Malta will zlso remuin hcavily- dependent an the FL o sourcing its technolegical
reguiremenis, Even if Mulla were to bocome a full member of the EU i woold siil] appea.
primazily, ta fns seeking low production costs as part of a pnce penelrution sategy. Malia
by practically bite appeal w higher valoe alded, twehnology-based projecws: as these prefer
te locule pearer to their clientele, and can afferd o pay mome in terms of production costs,

This i why Malla aeeds w build up its teehnolopical and skills-base: to seek higher value
added operattons. v is uafertuaae that el palicy-makers hive ofien associated higher
value operations with cortiin specific sectars e.g. electronics, At the operior leve] an
electromics operator could, requare a skall factor which is less tham that found, say, ina clothing
operaien. Valoe added 5 not dicecty celated to specific sectors, bur rather te the level of
ChpeTaliom wikhim g, s,

]



Also, Maloes sretivencss o mahi-nutionl companics s praciically dBsappeared,

The main seutce for foretgn direet investment in Malta will continue 1w be small, Eamily-
awned businessex which are looking for their first overseas aperation. These types of projects,
necd 1o be bucked up by a coherent indusinal poicy.

There is 2 nsk that Malu ends up with @ mynad of small, unrelated Fragile enterprises.
blalea’s atrgctiveness e foreign invostors {especially in selected sootors) aeeds 10 be cnhunced
theough improved skills avzilability, grearer ense 1o do business. more "customised” incentives jn
the context of te chunged conditions affecting internationad competion for sueh itvestments.

Managiment

The abiliy of Multa o implement successfully is economic policies depends heavily on
its ability b upgrude its management resources. both in the private and public seetors. The
coneepr ol management ivell in Western Societies is undergoing profound change.

Munagement is more about leadership and less about control. Companies are Fasi-maving
from military-style. mechanistic and boreaucratic organisations to organic and antreprencurial
omes, Business leaders must win Joyalty, help achieve commitment and earm respect,

Business leaders have 1o continuously strive to encouruge all those around them to become
mare enterpasing. take initiatives, self-manage and genens|ly become orented woward life-
long improverment,

Warkers need 1o be cxposed to these Jess hierarchicul structures, o working 1 teams
which are respemsive, adaptable, require less supervision and conjral, Companies have o
understand bener thetr spocific capabilities,

By intemational standards, practically all Maltese- owned ventures would e chussificd as
SMEs. Tnrermationad studics have repeatedly shown the positive contribution, which SMEs
can give. in genemting jobs and exparts. Tn the more advanced sconomies. larger compantes
dre increasingly resonting o "out-sourcing” andfor sicate gie alliances with smaller compankes
due to qualivy considerations raher than costs.

Chusourcing aflows these companies net ondy higher “organizaliona flaxibility” alone
vanous pants of the value chadn, but alse maore consistent quality producs. Regretfully, such
Usatellite™ eperations catering for Lurger enterprise it Malla tself are proctically non-exis.
Nor an: local SMEs organised in such a way that 1hey are of muwal assistance to each other
&g through cxpod consonin

The serung up of IFSE should be she fiese step in the restructuring and consolidatian of
s sector. In particulur, these companies require proper financial support.  They dread
govermment buresueracy and uncenaindy,

[evelopments in communications and compulerization will continue o oreate new
apponunities making it pessible far these compamies ta link o inexpensive nciworks containing
nformation on technological und marketing possibilitics.  Economic initatives by local
entreprencurs should ideally have the Pollowing charsciefstics:



Y Relatively loav copiial conts For entry,

(k] Foenomaes uf scale ire not erueial for seocons.
(i Seadeable feaploinble s alefenent levels of size snd sophisticiion).
{iv) The posaible existence of extemml@ies., et

(vp  Openviomik Aesibilicy i3 a vaboeed feowpe,

Busiauss tdieary indlicites thar “innovation” i production. markeling, product desian is
what creates differentiation, and aherelry commuands beter prives or “entrepreneurial repts™,
Tt pplies wlso 1o Madiese compunics - with a difference. Maliese companies shauld Jeam
hawe 16 increastngly wie e inherent advanges arising out of sl size {and flexibility in
parttvulur) i buidding wp inaovodion™ and Tsteatewic whvaninpe”. This ceinkorees the meed
foc the Maltese 1o develop u culure af “flexibility ™. adapting it a5 an incrinsic quality in our
wuy of bife.

Mt meeds healthy. Joeatly-ow ned enterprise, Many existing vemures need o rEposLlion,
tsnovade wnd 4o Become comipaitive on e isteoniionad marke:. Lo this proceis, stRlegic
parterships und alliwnces may play an incrensinedy wnpomant role, Such alionees gy help
COmPanizy 10 secuns products, processes. technolegy, decess 1 murket, sub-coneact
OopoCiunitics,

Avcussing pppartunitie s far partaerskip serangements is very difficult tor individuad firms
wied wan be highly ime and resource consemine. Government, conscivus of the benefits tha
aun P derived from sueh parinerships, shoulkl pervely proamete and ineelivise suah
CUIPIRITION,

Thix partnershiy progrime should be an insegral part of the FESIMUCIULDS process of
lacul protection-dependent enterprises.,

Contres of Excellence

Malea needs so build up cenrres of excelleace. In particulur, it needs 1o boild Upr dr
reteraaaonal imcgeds wiwseby Malt nteans very detinie things b s My people 45 possibbe.
Miall cinmot afford b be ey envthing to everybaody. Much larper countries dre identified with
well-deficed areus of execllensy Lo 2. Switcerland - phasmaceuticals. Bartking, chocalare and
walchesl Imespocise oF s price mnge. a Swiss watch curmies wn ichenen guzrantes of
quudity, Aentiad sarerulity that releszites cost-competiliveness (o a secoubary consideration.

Contres o excellenge lead oo the bueeld-p of “mibicus" w hich enc oURLEe comnion beleyviprd
jrctices and promote a “lechnological” calture. 1 .eaming is cracidl. Ways of developing,
stacing wmd disseminacing keowledae, rechnicn] know - how, nomms and values are developed.
Einms e righe “milien” learn Gasler, theretry Decoming more competiove.

Agglomeration leads wsnewledge eeeation, The MDC, tagether with sach insutaions o
ihe Counced Tor Science wnd Technoiogy. the Uiniversity, «tc, and 1he prisvale sectorn should
take the leed fo encouraging ke setling up ut Utechnology consortia™ withie the cleary
nlemdied areas Malt genersly caunnet wfond the cost of basie Reseanck wnd Development.

R



The eaphasis shoubd, st least iniiadly, be on “near rarker or appiivd rescasch.
Inrerrattonul allatees should be sought <o us (o ensure that e Consotia be eliesdive in
helping participutiog fires 10 compute elfectively i the globad ket place.

Al the end of the duay. suel initiatives demandd resources — foanctl. bewrman, eoe. The
Forum needs to kelp in an assessment s e the cost-efectvencess of caistig “husiness stppen’”
schemes. This will enuble resources to be channeled back iata such Iitistines, Alalta showid
weold to continge subsidising Losers or eaLrEirel oot ins.

Spectfically, government need. 19 ensure that 1he neceasiry finetal hacking for propects
1n the selecred wreas is wvailahle and of the might terms. Fanunzial s ailibility crucially aifocts
the speed and pattern of finn development, Banks sad other Fagncial inslittens widl necd
10 be sensitised to develop close working relutiorships with these Enterprises.

The Inskitutional Framework

Anather strategic requiremen relates 10 the need for a promer “institaitonnl” anchiectare
which sitmulates 1 new level of coordination and Jirection within W CTTIMIC ML,

Strategic coordination relates ta the capacily of govemmenl 1o pursue a consistert age nd:y
for aconumic conipetitiveness acrass its diverse agencies sl deparnments, There has robe y
clewrer distincrion betwesn the Authoenty {or Agency] responsible for policy-muking nd
regulation and the actual plyers invelved in the implementation of thowe policies,

The Forum for a Retter Economy has been given the wsk 1g help irplement s sintepic
coordination. Given thatissscs, priodties and cppartunities chunge, the Forum will peed o
wpdate the sirategy periodically. to report on Progress wwunds schieviy |he cotabiished gouls.

Thete 15 wlso 8 desperute need for preject coocdination. The muin ohstucle to now profect
development is fragmentabon, that is the seattering of refaling functiens ameng mudtiple
imde pendent sraffs.

Frugmentation s alzo of exwcemes frustratian to minagentend withio the poblic seewr, who
feels unsble to carcy out 4 coherent agenids. There has to be con wergence, not oaly #1 4 high
level bud alse dewn the lne.

“One-stop” sliwtions could help combat ths = Tagmentiion”, «ierng grompt and
courdinated deciions within u short tme. 16 & nod Bueing recommended shat guvemment
should give hirth to a aumber of additjonul agencies, as this will only [eud to greawr
fragmenttion and nake sddinenal demands Tor VEIY SCarce resources. Rather governaent
should seleer a “leading™ agency fTom existing ones within cich by economic saci, ond
melke than agency responsible for the “overst]” developrment of that sector,

Ta Fucilitate this process, it is being eecammended thit a “Policy Crordicatan Unit™ be
set wp within the Fonam far g Berer Eevnomy.

The Unie will help in menitoning progress giving feedbuck, recwmmending changes. This

Loz will give mew strengths to the Famim, and witl Live L operationy cmpowerment”, [(See
Figuere |
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For the straregy 1w suceeed there has @ be 3 new tevel of understanding and cifective
partaersinp etween the public and private sectors,

The govermnment also needs 1o educate the gencrat public of the need and importance of
building a healthy cconomy. and to ensure it sustinability,

E2. THE ECONOMIC STRATEGY

I this section we outling an econamic strategy thar could help Mala achisve superior
¢ompetition. This swalery sesks 1o tap oppomunities unsing from the changing warld sconanios,
building on unigue “intemnal™ strengthy of Malta,

In its repont submitted to the MIXC, Ramboil argoed thar in building “competitive
advantage” Malta had 1o identify “unchors” as tachnology by itself was too mobile. These
“anchors” wene to be found in:

& location and size considerations,
b. opporunities emerging from the Barcelona Declaration.

Ramboll alse peinted out that in the short-term, economic growth will need o rely on the
inflow of foreign dincct investment into manufaciunng activities as well as through the
promotion of liokages between Foreign-owned and locally -owned manufictuning crterprises.

Qur longer-tem sirutegy secks to build on “excellence™ and is based on the anzument that
the “Knowicdge-sociery” affers upique oppanunities te Muliese saciery, 48 i is much more
"congenial™ to whe realitics of @ small. 1sland economy than industialicaion,

In the "Dewn of a New Era" (figure 1) we argue thar having started £o lae in iy
“industriatisation” drive, Malta has been essennally playing a “catch-up” game relative io the
more advanced coonomics.

Indusrrialisation was buill on the svadability of sbundant factors of prowduction [raw
makenzby, labour cic) and the heavy use of energy wsources. Economics of scale were often
crtical for success.

In the new, "Knawledge Society” the key facioes are “value creation™ (traugh innevation,
flenibility «ie) as well us technological dlevelopment. Provided char Malta acts Fast, and
decisively, it is sill in 1ime te move wwirds the "Knowledge Society™ wn line with many of
the more advanced countrias.

In figure 2, we outhne an agenda for Malta in response o basic irends in the glabal aconomy,
Malta is faciog a morketing challenge. Linvired by ity size and nesoorces, Malta reeds to
(cus on s few inltiatves thal cam crgqie iter-linkages. clustenng or “centres of excellence”.

Driversification, ter the extent that it is 3 desirshle palicy feature, should he sought within
these clusters themsclves,

i3



i puracak Main ceeds wensie corerens it of Uil o e weld an ege. These
iAo ol ou Rl lr-csimencing, woding o tesionhiite” eltect an b lecd eousomic

L.

T2 s s we propase are sobited to o Tquality of Bl and Miaelbgend iskod. All
Ational sadveniaing, aronetoas. PR ek secives should seek o relafoso ese itages. Mal
cotbil s seck 10 stage inematiomal specinl venns., sports activitick, confermes ote w hich
mrehned 20 these hey voncenis,

Mudtn s clisdins o these wienbudes are not opfoueded. Sl My proseniiy ek che skalls
snd sopirization ar o facaisic Tideiligent sland™ [sugh s Stegaporne;.

Howewver, Malut's cluiiaes W intellizence ace desperooted 3 oer hisose, Qur Forefihers
were tezligent envugh over 6000 veun upo to build aschitee iy serfect termples, Malors
wiaclure Jund history is diveng proof of Maita's intelligenee chroughout the ek A Wl e
s holir s food intemuationa eoclim as the founder af “laerd thinkim.

The "gquulity of 1ife™ cancept urises from Mulia™ intrinsc quiliilies -0 hoapitanle society,
Ach e beatiee, an island inoche Mediteranean Sen, TQuality of Life” condiderntions
srean onegrl drving faree of tis phin. They Benetit, und uppesd | ta focats wund visitacs abike,

I prrticalar, Ml has 1ooacively pug-oe wnd Pronwie intmniion By, connobiions of 2
ewithy T senivlys Sufosea the Mediterrancan Jiet are i ssociated wih fealthy living. Of
coulse e kiighio uf 5ok reanions with Sk add a furher dilmenswan ia 1he CVHIEEpL .

The Kniglus wee Bospiraliers. and foanded s of the figst Eurnpean Medieul Schaols in
ALl uyer B vns up e

Cinthe 2osiy of hese two Zazecpes. Muli e Dzl o whale nersork of seonomic sebyides,
cipers boldacsies some of dhe trpe oF odiwives (and inker-tinkazes) tha cun ke coued.

The evananiic secloms trat offer the mest scope in 1eems of fareian exshange £ s,
wel-piid Job opponunitics, inierlanhtes with orer locsl sconomic seciors, have Ll
walas v perially agriculune ind Ssbieres) s aee Feing projecied s the pillars of Malis
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lite Forits peopde. Falure iodasn wel weeaien w undetin i whar N feed ackieved [ date.

ar
-



Im cxsemeg, Che simteeic oneadion e Tudes:

A aoecoremy built on Cvilue-hased” operaticns

bh an open’ economy competing o imemation murkeis

cy the centnued restructuring of the coonomy. inclading at g sectoral level.
J) A crucial role for foreipn dirget investment

¢l significant improvements in Malese swned enterpnse {including the aetive support of
stemnegric alliunces wiah fosgn parners,

N he further growth aed consolidation of the services sactor
21 the reform of Malw's instilutional set-up promoting wherevar possible “one stop™ shops

h) incrcased policy ofencmion towards the development of “centres of excellence”, as
well a5 mmtechnkages between and within cconomic sactors.
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E3. ECONOMIC ACTION PROGRAMMES

Once the strutegic direction s accepted by all the social partners, it should Jewd 1o 1he
defininen of se¢ticnad sub-plans andior of specific sction progrmmes.

These programmes will nesd o identify key measures that need to be imptemented within
the shon-term (up to theee years) and longer-term (three years plus).

Specific programmes need to be built with regards o,

) Fostering greater coordination in economie public policy making especially of fiscal
and monelary policies, oy well as trade, consumer and competition policies.

b) A manpower and skills survey, s application to the respective “sectoral plans ansing
from the economiy strutegy and leadiog o clear, cohetent labour palicies within an
updated legislative lramework.

¢} Fromoung local cconomic excellence. fmplementing institutional reform, preparing
sectomal “Master Flans”, securing the participation and commiment of all concemed
£4e.

d) Forwhe manufactunng sector, in particolar, goveErnmenl is (0 work Lwards the continuad
restructuring of Mallese-owned industry. This especially in the light of government's
declarcd objective to establish a free trade uren with the EU within the neat seven
yoars,

et A Mardcung Plan for 1the Maliese Isinad buill on a focused, coherenl approach at
PROAMOLGE Qur country overséas — and in Malm iself, Mala has 1o be scen s a
unidue, easily idendifiable “product™,
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F. MOYING TOWARDS MODERN GOVERMNMENT

The stute cecupiss i key role in enabling the Tubfilment of sur vision. The public service
Btk e Bt 1rdc o its mame, s service W e macdividnal sl sociery.

Com petitiveness ancd value sdded consideration s shauld equally permesate a1l public secoor
acrivilics.

The East cmerging global scenurios demund chat governments (oo eewiew their role i the
ccomimy. Muore spuce his 1o be given o privide sector ititialived, with gevermment astively
seeking a close pantnership througt the macket mec hanasom.

There have been three main developments which have led governments all aver the world.
but cspectully i developing coonamics to review their roles:

v wcreased sovie-political matueity and ecugortic development sociely ioday looks upon
govermrent 1ol s a caprain but gs ¥ couch. Sociciy envisuges a government endowed with
leadership which sets stindacds und Jeads by example, 2 govemment w hich s ppen, trnspacent
und accoumable.

A povernment which must facilitate change and avold umeapected chunge amd shocks
that disrapt the normal lives of individuals and bosinesses,

v grealer rellanee o ihe ewrker eteclaniin; incresvied wwireness GF consuner rights
and the high socia-cconomic oot af impor substitution and trade protection palicies we
EXEHIng tncreisod pressures an govenunents 1w mave wvards rrade liberalisalion.

Government's new role is as guardian of the market mechaniam, sewing and entorcing
suandiard s, Govemnment is now baing seen s e markens paniner, tacilitacor and catdyst.

Cavernment™s business itseif hus begome n competitive business. With increased
opportunitics busipesses need not come er sy @y Muli, they can ga clsewhere,

+  gpreater appeeciation of the fmitarions fircing Public Servive inivatives: The privale
SCTIOT i% s 3% The approprate driver aod creator of wealth, Society cxpocts o resppraisal of
where and how public/privawe  scctors can muke their strosgest cootrbulons o lecal
develapiient.

The public and private secloes ane seen a5 parmers with recyprocal 1oust und credibilny.
The privite secior expeets Government to provide it with appropriate legal and instilutional
epvirgarment i which to operate and exparod. This doos not 1mnslate in0a 3 weaker sware but 3
mare rabional and efficient combioanion ai’ funces.

Maltese socicly now expects 115 Zoverament to play the approonate role te enable i
develop an i mee and moa direceion accepuable o sociery at large.

Govermment needs however, to determiine those wclivily arews which are consideced as the
Girvernment s donman, those apperiaining to the privide seciur sod vikers whene ca-operilon



belween the public and privice sector is highly desicable. Thens dues nn appear m be a ready
formula as to the ruio of the peivate-public mix, and each case will have to be meared s
SWEL NETILS.

Goverminent's ageacies and departments peed W nurture a ‘can da’ spint 5o a5 10 suppan
business imitiatives and work closely with private enterprse,

As s alrmady been emphasised before, governmen agencics and departinears have 1o
learn to work closer together in a syneenisic manner so that dealing with government becomes
i much a3 possible a “onc-stop' concern.

The public service must not block afi business opporunitics due to excesxive regulations
and burzseracy. -

The general sevof responsibilitics facing Governmant can be listed as follows:

o 2 zaund macee economic policy {ramework for development)
= law, order and security

v asound legal fremewirk (appropriate judiciary system)

+ ahealthy socicty

o an aducated socicty

v g gound infrastruciure and sepply of cntical gosds

+ akind socicey {hasic oeeds - welture)

+ qural and urban environmental proasction

= ineernational recognition (and woeptance)

= informatin o services the above finformation)

The Puhlic Service

These respensibilities, ronshuted into services, are delivered throvgh govemmsant's
operaring system, the public service. The public service is the critical factor determining
whether Govemment's responsibilities are eificiently met, whether sociely is satisfied with
the aupiet From Gavernne itc's operations and whether i output is large coough when relaed
10 IRput.

It is often wrgued thu the slide of many of today's ailed states began, in pan, with the
degradation of iheir public service. When Failsre lenms. the pressare for public service reform
InCrEasas,

However, public service reform is worth doing ondy il it is done well. and when
circumstances are ripe. Even when there are no major reforms geing on within the public
service, govemments should ensure that the right operating conditicas exsst to drive 1 wowands
greater cfflicieocy.

Al governmeats tequire 3 public service of the right stee and skill-mix, proud of its

profissiom] ethes, incemlivised and atcountsble so us to provide public goods, help formulae
and enforee the rales and tmervenc to remedy market Exlures.
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There is a generad distrost in the operations of the Public Secvice ax an ongaing instintion.
|t 35 felt thit the Public Service has not developed inta 3 body fit te mect the emereiog needs
of our changime socicty,

Ths at a time when the cost of ranaing and supporing the public service ts becoming a
iremendous burdan an society ab lape,

Ome caanat suy with certuinty whether the refonmn in the putlic seevice af the Ly B0 and
garly %5 carmied oal by The Public Service Reform Commission has succeeded or not;
pamanly because it tucked uduequate perfomatkee inlicators for com parative purpases,

The Fubtic Service is seen i o costly and inetficient system wiach lacks transparency {of
resulish and 35 drven by shon reem ngeds, thus failing o plan for long erm susunnable
development in a fast changing environment. 1t alseo bicks experise in muany aneas and abeve
all tends to oesist change,

The Ramboll Repart made 4 heavy accusation against the public service: *Although sacivey
15 calliog out fur i decp refornt of 1he public service, miny public servants are o comforable
ind da ned want the system to change. !

The public service in 1997 accounted for some 23% of the gainfully occupied. It is seen us
being an ovee-manned, betom keavy instituion. s curmen admi nistrative dipeciion ERICTRES
from the operaians of the Malta Information Technology und Traiming Services and feom the
Martugerment Efficiency Unir.

The level of munagement know-how and lesdership in the public service is Hmied.
Emplayess ek maotivation and congider their employment with the servics as g secure und
casy Job, while leaving space for deing somewhing on the side.

Cruadity of work 1ife is reflected in the guality of service meted out.

tn 1997, public corporutions and public enterprises sccounted for anmher 6.6% ang $.3%
respectively, of the gainfully occupicd. Many of these ofgdartisaions ive developsd  inwe
burcaucratc and nsk averting instirnons many of which lack entrepreneurial sense and diod vatign,

Belore cmbarking on new initiatives poveriment must fitst put its house in arder sa as m
be able 1o ineet the emerging chalienges. Gavemment needs o modernise the public secvice,

The cutcame of public service reform (whether ongoing of "l hoe™) should be impioved
perfarmynce. guided by the cancept of value ceeation. Governmene eeds olearly detined
performance crneria se as 1w enable it o assess the efficlency af its aperations.

ARy decision on reforming the public service should not be based ¢n Oscal consdestions.
The ohjectives of refomn oo should be elearly spelled out, These should include rendering a
pubhic service which is:

*  cudtomicr srigrlad: tet iy mecting custemens needs and offer a co-ordinated apprgach
[ CUSIMTIEE Servise,



*  costeffective: that is haviog an abibiy (o identify the vardous wses armps, alefzning the
desired cutpetand an abiliy to as<ess vamous alternatves of suppr ying that ourpat.

" HPeN e creativily and o culiire of excellence wed imtegrine that is siimulating 1he
peofessionat cthos, ‘esprit de corps’. It newds terrsining to acguire e rivht skills-mix,

metivation and reward com parative to that fourd in the private sector. it hus to be respansible «

and aecounLable.

In iz appronch to the public service, government needs w send the right sawaaly o all of
AOCIEry.

There 15 a dire peed to wpgrade the peeple’s pereepiion of the mublic service; o build y
simple, dynamic and eificient service, Government hits to build s reputirion that what it does.
it does well,

Modernising the Publiz Service and Pubfic Administration

Awelt managed, innovative and efficient public adminisieetion 1hat cun facilime inifEtng.

developing and implementing pelicies 1hul promote enerpnse., social stbality and eguity is

crittcat 1 the realisation of social and acenomic objec tives of the Plan.

The Strategic Plan for modemiying the public serviees and adrmini sication shoold be centred
round three key overal! objectives, namely:

1. promating 8 public service which i sccountable and scceprble o sotiely s as (0
enable government 1o henour its socic-econumic responsibilifies efficienily,

2. insisting on controlled and well managed public fraees {fscal policy ), and

3. strenpihening competilion policy within the publie sector itself,

(The last twa abjocibves celate 3o the revised rale for gavermment in the new ECANCET Y],

Fl. Promoting a Pubiic Service which is acconntabie and aceeptahle to socicly
Guiding Principlis

* The public servics should b professionally manuged and given sdvise by campetont
personnel,

»  Onentation must be shifted feom fallowing procedurss to MARCLEing resources with
incteased emphiasis being given 1 performance muther than mere compliance.

¢ Departments should cammy out their awn rescarch ol pencrate their pon plans wsing
mcederm donls

v Professionally drown up Stratesic Management Reports should form the basis for Palicy
Developmeni.

1
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= Dupasciments should be manasged by the best and the brighwest personne! follewing
camprehensive amd well monaeed stitf developmuent prog nomanes,

o Rewrds shanld be bosed on quantidiable and tnpible resalts,

= The culture of compoiiveness and value added should deminaee the operating

A ITLN T 1L,

= The Aghis and obligatons of e civil servant and the citizen should be institetionally
deenmnned.

= Awthonty and responsihilaies @ local councils should be inereysed - where and when
resl s howe hoeen aehieved.

The sction progrimune e realise this objective should inclede:

i1 Petermining the rofe of the Managemens Efficiency Unit as cotalyst of the change
ProCess

The public service must be given professionul advise. The Management Efficiency Unit s
tEe miost approprite “mternul” ser up that can deliver this service,

The MELU has learmed valuable rssons in 215 effans oo reform e public sector when it
fermed par of the MSL m the {imd half of the B85, The Unir's experience as an agent of
relorm ix on assed m itsell which sannot be discanded,

Tl MEL should seructone and statf iself aecondimg g the strategy it imeads ta apply in
implemearing reform and chunges in the noblic service. The MEU should be made responsible
to supervise dll yclion programmes indicared in this plan,

The MEL has leamed shat it 15 futile o iy so ceform all departraents ar one go_ Ditferences
in ahjoctives, stiuciunes und culore of depanments require “ad hoe™ analysis apd miom.

The operating yswems of the viniows depertments should be analysed and addressed
independently bur in conjunction witk the Lml responsble foe suff deve lopment.

The overdt organisaticn structude of the pablic senvace iself has rrely been chullenged.
The MEL will eveniually have wo address chis issue a5 well

ity Praw up and implement a plan for personnel develapment ra ax to develop a culture
af outpus pvaludticod, competitiveness and flexipiliry

Development of public service senigr persannel should gentee an lesdership. statf
develeprient and masmeemenl of the chinge process.

Compe lizivene ss. CUSLOMET onen i, performance memsurenieng as well as the need for
Mexibilisy should Al be essentiul eiements in the development progcaone for this eroup,



K ogw-how on bench-marking and alvanced uxe of informaion and infprmegin technalagy
{two topics discussed turther an) shoulil be mude aviitable both to mansgement and other
emplogees through well planned programmes.

Staff development pluns should emphasise an appreciation of the emerging euhurul
orignuation. These pluns would, however. prove futile unless they wre sccompanicd by a fair,
fastand equitable rewarding and disciplinary system, Rewards showld be based on objective
criteny or resuis,

Semionily “per s¢” has no mewning within the new culture,
ili) Iefroduce management by resufis {objectives) — bemch-marking operations

Beach-rarking sheuld become a vial tool for good management, Forcign governments
have found that they can significantly inprove their performance by bench-marking agains
‘bt practices’ in e borme coonlny and oversens.,

An essential condition far the success of a reform of the public sector sbould be (he
intreduction of 2 teliable system of bench-marking or performance measurement to the
operttons of Government departments, Corporations and Authonites,

Bench-marking could by designed o be a reform process i seff miber than an element
of a relorm system, Bench-marking will cnable the Public Sector wo improve and refiorm
itself {polcics. stracturcs, manpower and efficiency levels) under its own steanl, with none
or very lirtle external interveation.

There must be 2 shift away from deigiled regulation and “control® of mpuls wwards
perfomance mansgement based on targets and results. It is acknesw ledged that this approach
15 etsier o apply in routine type cperations and as such should he first inltroduced in such
CYIronments,

Bench-marking and performance measuremeant should e sssential ools for the MEU
work.

iv} Lipgrade the use of information technology from data collectian and front line use
to IT enabled Citizen interface with Gaversment services ond the vtilizaiien af Decision

Suppart Systems,

The usc of information technology 1n depanments and ather pebiic wnits should be promoted
by Basee dhata Sodlection wnd front Line use to the generation of advanced and sitegic
mansgement reporting.

This means using duta available to develap and evalugle sltemaitye actions in solving
prablems,

Manapement must be made aware of avalable decision support systems amd must be
suppanted by in house qualitied seaff who can work with such sysiens or else out source such

b e Lo,
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Advanced sweatedic maenent POMing is esserdidl For rational policy development in
areihs mech o <ol secunly, ow and order, health and educion.

The Tagiliy for citizens o imerface with povemman services should alse be explaned.,

These are aress where MITTS, in competition with the priviie sector and in SO LGN
wiih the siaff’ devedopnient Unit of the public serviee, can expand it seope,

vl lraw up o Charter for the Public Service determining the rights and duties of the
Civid Servadr aud the Cinizen

To increase the probubility of suceess for the changes being recommended and to render
Bearer serviee (o socicly W large, yovernment should draw up a Charter for the Civil Services
Cote of Adminisicarive Procedure which shouald govern relations hetween the citizen and the
puhlic service and which should focus on the citizen s the fisal user of govermment resources.

vi) frcrease the responsibility af effective tocal conncils in selected areas
Croverament should ke note of hese local councils which have successfully manuged
thear adfains und where there is peoof thn the majority of their citizens acknowledge (heir

worth, Government should delegate more Tunclions to such couaeils. This will stimuloe
other cosocits e pedomm better,

The rewurd Vor efficiency of comncils skould be mare sutonomy. autharity and
respmsihiiitics,

The concep of Regional Coungils, similar 1o that for Goze, should be further explored for
Maltz i order to ensene better corordination and aiilisation of resources .

Councils should be eocouraged w initiae local devefapment in conjunction wiih ihe

privale xector and n line with determined natienal palicics and plans.

FZ. INSISTING ON CONTROLLEDR AND WELL MANAGED PUBLIC FINANCES
Gruiding Principles

= The magnitude and the structural dimension of the fiscal deficit and public debt heg
for & reussessment of athe fscul policy,

* The fascal stance over cecent yeurs whereby increnses i public expenditere and the
recductions in st contributed to o growik rate which was oot sustunable in the longer
[erTm.

*  Governmeat was rumming o deficivfunng a period of relanve high grovth which should

have cloarly ndivuteel that any slowdown in the e of growth was likely o result in g
sgneficun detenarien w the Govemments fseod Balanee,
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" Incriuics in indirect taxation, kigher charges for eiergy wnd water and sale of assels
included in the badgpers for 1997 and 1998 aee ntended 1o mise Tevenue from 37 % of 0P
1996 10 same 42 % of GDP in [995.

= Conrols on recryitment, professional debt Mg ment dnd measunes 1o sddress wostige
and ineffictency in the coming yeurs an: bownd 1o bring cucrent o penditur: under cantrol withoat
undermining core services including heulth care, sducition and social security beneiits.

* Reducing the deficit from about 12 % of GDIP in 1997 1o 5 % of GDP by the year 2006
would be 2 major achievement, especially if expendire in priority areas is 0 femain
untcuched. 1f not mageinlly increased,

* Future directien for fiscal policy cannot be divorced from the other flajir policies
shaping our economic envirenment, Fiscal policy must be dewerminad in accordance with
meonedary, labour and investment policies in order 1 create consistent econamic Munagement
and avoid confusing signals te economic players.

*  Budges must be professionally drawn uprand consiswntly monitoned, Yanances, on 4
manthly basis, should be explained and immediately Followed by commective action,

*  Public capital investment should include the padicipation of the Private Seclor wherever,
and whenever possible,

The acticn programme to reatise this ahjective shoutd inclyde:
i) Conrrofled Public Finances

Conurotled public finances in this case means fiscal palicy or public finances following
specific and planned directions. Current circumstances cull for shoet term and lunger temm:
control of peblic firances.

Short term fisead policy

Civen the cumrent ungegeptable mugnitude of the fiscal deficir, Gavernment teendds o
sdopt short term (3 year) measures 4o redircet fiseul palicy and bring it in ling with
Government's economic objectives.

Present palicy is to sustuin the levels of growth in the econony. protect disprasable incorne,
reduce the budge deficit while leaving untouched major infrasiructure preyechs and ex penditure
in health, education and social welfare.

Ciavernment has alreudy determined as a target a deficit na greater than 5% of GOP by
end of vear 2000,

Opuiens within Government's competence to meel short e largcts inctude:

¢ cost cutting by iniproving the efficiency of public sector operutions, inroducing « quatified
frecze in public secler recreitmeni and fresing idle nesources for Productive privime gse,
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O umprmved eificiency in collecting revenue,

{0 higher waation that wowdd Giserirmdnate apainsk consamguion and in favour of saving,
{Laxanon that does nol educe the mcentive o work snd produce or place sdditional burdens
on prisiug Lo eaxty).

{0 the privatisaion of public wssets wherever deemed feasible snd appropoate

{ Bnoneing debt theaweh the issue of shomter-dited instnements i lower COUpoR cates to
the wholesale market miber thao through Toog-teem siock o the retail end

£ pnproved public dely moniggemment

By the time of finalising the Devetipment Flan the Fonarn. in conjunciion with the celevant
Government autharitiss witl have completed a three yeur budget projection that wil] seek 1o
cmbody some of the puthined aptions herein
Long terns Nscal policy

Cwver the longer werm the main objocuives are wo;

v derrrming a fiscal pelicy o camy public Aonnges aver a period of nme {c.g. New
Zealand s Fiscul Responsibilay Act of 1994 tor long term balanced budyees)

 determine rhe desimble level of CGoveounem expeadnure. (carrenily arguad 455 of

Gbr)
Oprions wihin Governmen's compelence 1w meer the leng teemt objectives inciude:
2 arevitw of the WY fogime
2 new and swstdinable approsches to the Wellare sysiem
& plunned prvatization schemes of public asscls

Feonomic growth would normally belp improve public finunces bath r the shor and
bomy term but prvemment cannel eely salely on sech grovweh Lo hedp solve the detwa problems.

ith fatrodacing moders management lo hudrering

It is emsereatiaal that pablic firances are professoanally managed and continuouwsly monicored
and contrelled.

(2 fhe roverue Side: Government most sizengihen the ax collection mechanism,
Comprehensive and mely colbection of mx e notn tmpossible task, This reaponsabuliy
lics ar the doorsivp of Gevernmeni throogh the function, or nutlivncion. of s tax
department. Procedures, atlitude (o work snd resulis of taa colicctors must be thoraughly
investpaiod.



Ot the expentdiire stde: The setting up of the Public Accoums Conmines and 1he recent
establishment of the Muitonal Audit Office should belp cheek and contmd expenditure.
However, since both instituions generfly work an histotical eesults, there effectiveness to
date has been very limited.

Budgeting: The best and most effective contred on expenditure can be achigved ot the
budgeting ttage. Advances to Ministries and Depurtruents should be based an
comprehensive cost-benefie analysis reports arawn ap by professions| staff, These repons
are much mere critical in the Public Sector where the constraint/challenge of
competiliveness is lacking.

Crvernment sccouniing sysiem neads revisiting both wn wems of definition of ite s showr
in Govemment marsgement accounts (Estimares and Financial Staemenes) as well as in
their presentaion.

It 35 esseniial that the actual opersing results of Govemnment for a particutur vear be
known. i.e the rsalting actoal Income and Expendiwee foe o catendar year should be
established. This approach will eiminae the effect of cevenue and cxpenditare ceabised and
swstained in previous perieds on the results of the year being considersd - moving towards
the accruals based system of accounting,

iif) Take up sustainable public capital inveriment

The ideal sitwation will exist where boih public and private seclors cooperate in the
planning process of public investment, =1 least in those arcas in which the private sector
i dizectly inleresied,

The objective of social and infraestruclute investment is 10 cregle or enhapes &
camfortable and pleusunt living envirenment. Pleasant living covirenment refer 1a
facilitics televamt to peoples” daily life. These include watcrworks, eaergy, coadwaork
and transportation systems, recreation factlitics, waste disposal system, housing, care
for the aged and handicapped. the rural and coastal enviranment protection, preveation
trom ratural disasters and traffic safecy facilities. The other two major areas for social
and infrastructure iavestment are the cducation and health secigrs,

Investmend of a social and infrastuctore nature must, a% in all ather cases of
invesiment, be rmtional and based on knowledge of the market, demand and supply
facilitics. The ultimate objective of planning (and coopcration with the privite sector) is
wrachieve i comprehensive investoen plan wherein variows projects ure integroed in a
COTSISLENT Way.

Productive investment should be limited only o projects whick a priert are
perceived to yield, aver a reasanable pay-back period and by way of direct revenue
Lo Crovemmenl, al lcast the expenditure (o be incurred. but preferably alsa winclude
a modest retarn. Governmeng should invite the private sector to purticipate in
productive Investment but it should never compete with the privaie sactor for such
INVEsUmEn: oppoerilnilies.
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FX Strenpthening ooamipelitian HHicy
Cruiding, Principles

«  This secron considens further conerete sdeps that con be waken by Governmuent inoas
deive Lo strengathen the comperiiion palicy withu the public secooern

»  The Eambell Report recommae nded chat government imereases the pooo of priviti silron
of publicly - owned comipaties and 1he establisfment of independent regulatory bodics to control
thee errficieey Gf Sonlinuel parasicial moeopiios.

*  The peovasion of senices consadered 1o be socially or politcally nporant docs not
necessunly meguire cinplee exclosion af campetingn er the compleie exclusion of privare
S g SUE i s,

= The teast preterred mnstrucnent of prosiding these services is that of statuory moenopoly
docom partid by Sl owneesltip whers competition is compleely stitled.

»  Taday it ds bard o fiod o country witholt a privalisation peogiamme, of 4 secior of
aetivay no sescepialile o priviane manageme nt bt ned owrecihip, Becognition that sie awned
enterpeiies ceforms wee lagined and oo sas i dable, £oopled with the fscal buden of sobsidising
Toss- rmanbeees, Tnans led furoanciadly Boed- pressed govemrweits o opl ber privieisation. Privacisarioon,
w e dane oghl wiocks well.

* Aol caclier, the Pobloe Service samld coneeeimbe an s eore ole and Legee services
wliich can hest be provided by prs ate eatemqmises so thue morker secior,

A Clear astineien should be established outween e roles of Governmenn as prosider
af aervices and ax regalaror, This conditan <hould be eswblished oall cuses,

+  Comprehensive, relizble, cbear and coherorr infontation i an essential ol for good
managemend and will be lacreasingly requaed by the infoomation seciety’ 0 a compelilive
COVIFCIMmENL

«  Gowernment cun help busioesses of all siwes o7 excessive hueden of regolaions s
reduced. Regolonons seed o ke fewer sirnpler and effective, Repulytions Jamd licenees)
witich inhibit competition should he elirinared.

The action programme {o reslise the abjective of sirenglhening competition poticy
should include:

il Cnbundiing andfor Aucrioning Siace Monopalfes or parts tcreof

b natural manopaies and mote 2o the publie provision of services of genesyt inkerest
(iae ey, Iranspor, teleconmurtic.iions simd pysis ) cempaetition can be inmmoduced 10w o wiys:

{a) The unbuadlmg of cwoershyy of netwecks or pun of 1he services prosided by
rovetrrpeodies e les aleeily ioe cistenge inglode the disicbation of EreMulie fuel products
by privane retal oullels,



A substantial number of aceivities carmarked for unbundhing can be identified. Priory
should be given w verticaily infegruted st monopobes e the production und distibulion
of services and products,

th) Auction of the monopaly rights to the most efficient bidder: IF cormpetition is ot
possible an the marker for the provision of a service at leas competition for entry inig the
miarket should be allowed.

It should he considered that in most cases liberalising the state provision of services of
©COnOMmIC interest might lead to the creation of private monopolies which might net improve
the siuation as inush as desired onless the appropriyte regulations are driwn wp and upheld,

The state should function as the regulator whersver potential ubuse of dominant poisilion,
whether public, private or mized cxices. Regulatory system shoutd rely more on price and
quality based instruments fc.g. mark up on cosis) rather than stabavecy and administrative
measures (.2, Aember of trips per day in case of transport).

iy Formulation of an aetion plan aimed 1o rectify high cost structares and promiole
dyramism throagh competitive norm:

Ways and means must be found o invigorate the opcrations of the public sector which, in
the absence of market diseipline, may huve dragged itself into un unaccaptable bavel of slack,
A plan of aciion must be drewn up ta rectify this siuation.

Action should be directed towards cost centres within te public sector where the operating
€osts could be reduced without impinging oo the level of service supplicd.

Morsover centres which give service diract o the public against payment should be analysed
o determine whether the rtes charged For services are mational andior equilable,

Public-privatc panoerships in new inidatives m bighly expensive fields such as heylth,
cducation and welfare [pensions and the clderly needs) can b¢ further promoted.

The expenience of other countries indicates that the cost effectivensss of ferviges under
these arrangements would im peove significantly.

iii} Improve and vpgrade information management; compreRenyive, refiabls, clear
ard cokerent inforiation is an essential element of the information society ' in a compenitve
eRvironment

Cnticism has beea levelled st eswblished pohlic sector information syslems. Data colleciion,

anglysis and availability need m be improved, Government infornyarion and statistical agems
should adapt modem nethods of recording and evaluating knowledge assers scquired.

Improving information systems will contribute w3 more sl puhlie palicy planning
and contew] and will also cnable the private sector 1o make Beer mvestment decisions.

Government is the mujor dat bank for seciety und as such ix responsible @ supply an
itformation service that is compatible wih intermationzt scandards in guality and Hme.
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The set up of an sutonamous Institete of Stastics should not be considened as the tinad
solwion 10 all staristical relieted prablams, but eoby s 1he first step in the nght direction.

iv) Improve ua the guality of laws and regulations controfling ecoromic and iooo-
economic aspects of society. Efimingte thase which inhibit compeniton.

Cavernnient can help businesses of all sizes if the oxcessive burden of cegulations is
reduced, regulations Racus on their objectives and wre made simpler for businesses and the
public o understand and comply with.

The quality of Government regulations concemn all thoee working for global economic
growth, OBECD counries noted that regulatory qualivy is crucial for econemic perfermance
and competitiveness and Governmem effectiveness on improving the qualiy of 1ife.

This is more s0 today as rules bécome incraasimgly intemationalised und impact on the
flow of business. Fast emenginp cconomic conditions demand & consistent review or regulations
%0 4% 1o cnsure their cantinued relevance to the scope for which they were oniginally cstablished.

Recommendations of the Council of the OECL published in March 1993 an improving
the quulity of Government regulations can be considered as the first iniermadiconal standard
on regulatory gquality. The recommendations unite imeashet countries Lo take steps Lo ensume
the qualiry 2nd transpaneney of Govarnment regulutions and help membér countries by offering
guidelines through its Reference Checkiisr for Regelaiory Decision-Meaking.

Regualatipns need o be fewer, simpler and effective. The social partners arc ready to idenidly
these laws and regulations which aeed revisining.

Fanally it can be said that, te best results will be achieved if changes are made in (e values
wnd culrure of the public sector racher than merely changing working systerns and methods.

Given the dimension of the challenges involved, a selective sppoxach zecoing-in on priontics
is prebably warranted,

The degree of suceess of any reform depends on the degree of consensus resched among
the interesied partics, on agreement abour the administralive defciencies that have 1o be
addressed, and o the abjectives which the relerm nst whieve.

This oace uguin calls for a co-ordinated appraoch tnvolving the soctal partners - which
wpether have to tike responsibilivy for the success of the aecessary reforms. They all have a
lor at stake., apd this shauld provide the vital “push factor”,

Public sector wser groups, invelving conswmers a5 well s busingss. should be established
and regularly consulied as to help detenmine he eificiency and effectivensss of the vanous
depantments and agencies within the public sectar,



G. GOING FOR QUALITY OF LIFE
Gl. The individual 35 3 wember of the civil society

A pood quality of lifc gocs beyond the quantitative improvement of socicty. It pocs beyond
the “consumenst” iteology where the only value is mass consumptian. Ttmeans a qualiutive
impravement in all aspects of life - cultural. social, palitical and economical.

It ensun= a holistic approach towards improving the quality of ife of ail in 2 way which
guaranitees respoct., oppartunity, and digaity te each individual, The individual is not to be
seen a8 a unit of consumption only, but 35 & seif-fulfilled cell in 4 well-balanced socicly
which lives a prosperaus, thriving life in a plessant safe environment

Wt live m a seciety which is dominated by large structures where the indhividual has
very little space in which to pursue an effective role as a member of socicty, leading 1o
# Melier life. In such an environment, the individual has found himself left behind - o
bysiander.

i a national level, the majority of citizens are characiensed by  sense of powerlessness
and non-igvelvement. As 2 means of cam pensatton, they cxpect that the government or “big
brother” should provide an adequate biving to all. On the other hand, & the micro-level, the
individugl i highly active trying Lo securc something above the adeguare liviag supplicd by
the “ig brother”, Unfortunately, most of the energy is directed st “rent seeking” cather than
productive projects.

The space thay the individual cidzen must be given must encompags both venical and
horizomal dimensions. On the henozonal plane, the individieal must be cnocoursged 14
participate 1o all aspects of social life — cultural. politica] and gcomumical. On the verticad
plane, all individuals must be given space to participate on their own gr as part of groups
including family, the local community and aational society.

The teduced role of these large structures must be accompanied by the éncouragement of
the civil society where the individual throwgh voluntary organisations, nom-guvemment
organisations (NGO s) and other non-profit organizatians will play a complementary role to
the major stuctures.

Malta's long history of voluntary organisations already provides ws with a basis for such
o stipuciure. Recent history has alse seen the evolution of non-profit orgamsations wher2
major needs emerged. Ttshould be the role of the government (o encourpe this cector w play
a mare widespread rale.

On the other haad, the evolution of govertment at the local leve] must be encouraged and
more preciscly defined, I brings govemment cleser to the ciuzen thus crabling greater

pariicipation and effigiency.

The government’s rofe in the development of socicly should not be thar of provider but x5
a promoter andfor facilitator of change. creating the necessary space for the civil satiety o
develop im a healthy way

53



Moreover the governmen showld act as o reeulator whe s part from Buarumigsing thar the
citzen is wed with free und just options. must ensure that eich cituen i vilued nd has o
stidee) in which po-one e excluled from Life-chances und the oppoctunity 1w develop thetr
prote arial.

A Rustzinable Civil Society

Asustanable civil socicry should be ane in which all citeens, individually and i growps.
ure able 1o take an active pan in sustaining and moulding of sogicty,

Cltizens should not be considered as the ond result of wny social process but the initiarors
and promaters of socidl destiny. There are two Tacions which lead @ o sustainuble civil
=ocicty:

* the oppuriunity of panicipation te all, fmespective of their gender age and health,
Thres: particular grouns dhat ane knowi w Tuce Bk of opporteaity sre females, the elderly
and cilizens with special needs, Today the resisance of sociery ot lurge 4o accepl grsater
particapation is indirect and informal but sl etfecive.

This problen needs w0 be wekled frontslly 35 it is not acceptable thar, on the eve of 4 new
millennium, such seciigns of the population are “excluded” zod pushed to the periphery of

LU S

The govemment surely miast have a pivotal role to play. Tt muwst continge wd inte nsily irs
ctferts 10 spearhead this movernent for full emancipation. Howeser other structures such as
the: privare sector must be commntired to falii] this pol.

* the qualuative improvement in the use of frceflcisare time. There are three aspects
which need 10 be conphasased:

*  [felong learning: [adready deall with clsewhere)
r tecrcinon and family;
+  volontary organisons,

Again, ajoint and widespread effor should be made to rackbe tis issue, The man pretHem
s the lyck of awaraness us ta the impertinee of freeleisure me ta our quatity of life. T the
emenging socicly. leisure time will increase. The main factocs contabuting to this ace:

*  shorter working hours
*  better refunenition;
¢ redefined salues which would kessen the aecd for a second job and andaly stretched

wvertime work.

A national iscussion involving af] the pluyers especiully the privame secior, should be 3
ficst step in creating such i awareness s to the proper use of freeflewure time.
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Fromoling equity {gender and specizl needs)

Adlindividusds irrespective of peraler, should have eyl opporlunilivs to cun Lo bute bownds
econamic developrignt according e their individual capabilities. This can caly b readised il
adequide iaws und equal opportunilics for self development ace avaikibl o,

Social grmups which will bencfit from greater socil equily amd scoepiance include:

*  single parenis;
* wnemployed pecions between the ages of 45 und 55:
*  persons wilh special needs.

The wniguencss of each individwal should be respected wnd Eaic apporinices Tor all cnsered.
Each individual may play a role in sociely accarding to his or her sbilitics and conditions,

Thix. in particular, iraplies providing suppor for worten who wish 16 ieveleptheir uhilitics.
and sctively encourage the clderly and people with special needs to prurtecipare in social
activities. Fins entadls providing apprmopninte educmiconal Facilities.

G2 . IMPROVING THE QUALIFY OF LIFE

The small size of our Islands and the lack of resources of any malure make it neCessiry that
the government playvs a mujor role. However. this role should be gus|ified as described in the

[y Lous paragraphk.
Stratggies 1o realise palicy regarding the quality of life can be clussifice wnder four tides:

Seiting Standards

Froveder of a Safery Nes:
Guaanior of a Safe Society;
Facilitatar and Promotar:

R

Setling standards

One: charactenstic of sur society s te lack of standards in all spheres. Ttis affecting our
quality of [ife. Two aspects thut need Lo be identified are the health and safety aspecl. These
aspects an not restriced tr the work dimension only. They affect us even during our freef
leisure time. This role can be divided bt three - sctlng of standards, emsunng the staodards,
and providing an alternative,

As already mentioned carlter in this document, a step Forward has been made theoy gh the
sewtipg up of the Maha Standardisarion Authonty. Hawever, ies role should be exended to
Incarporate a wider arca of activides. W should became a clearing house between the different
sociors and avthorilies that exise in this area.

Enforcement of these standirds is essemtial. However, even i this area we need 4 quancm
leap.  Enforcement does nor necessanly entail a regament of enforcement pfficers CMSUCiNg
that every are & abiding by the standands, it should be investegative and educatonal in
nature. Many a time, public pressuce is more effective as un enforcement ool than cour
procecdings.
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Theere are certain areas where seiing and enforcement of stundards i€ noc enough. In the
ureys of education und heaith, a more proactive role is needed. Apare from guaranoceing
standurds for both the privage and public sector, the government showld osure that all members
of society are capuble of fully panticipating 1n those arcas which are deemed 1o be socially
desitable, such us cducativn und health.

Education should be life long lemding o pestonal developrcnt,  On the other hand,
government should provide o reliable hepith seovice which is both preventive and curanve.
This should inclode support to the elderly 1o sutisdy their basic neoeds together with making
them feel wanted and cared far,

frovider of a Safety Net
The airn is ta have a social security system which fosters independence. This will entail:

+  adequate incomes w special groups that include penstoners, people with spacial needs.
widows and erphans:

* muniain and improve health

= prevent and assistin oecovery Trom illness

+  provide appropoate child and nursing care:

+ asafery ner Jor the vitlnerable.

The chamctenstics of the system should inglucde:

»  lang teom fmancial sostainabilicy by ensuring tha socicty s eapable of camrying the
burden invalved over the lover penod;

+  asyswm which brings about social cohesion but does ru endunger our com petitivensss;

+  roechanisms which @nable people escape trom the povery trp.

For such g system to be vishle it s alsa necessary that the envisaged reform in the
govemnment will wlie wnpact within this social area . Io paricularn,

v povermnent should avoid the irap of short-rerm onentation, Money 15 heing spent 14
deal with today's problems but very little 15 dane to prevent the problems:

= govemment seruciures will have (o wark more coherently.  There should be more
communications between government and non-govemment struetures. Problems should be
taeze lod hiolistically:

*  conlinueis gxsessment of the inpact of our social security system;

= confingops assesament of the changes aking place wn society,  New problems like
social exciusion and poor are being created and old rypes of poveny cradicated.

»  harmonisation ed simplification of o social securiry system. The prescenl system 13
& matge which empowens the civil seryvant rathar than the poor.

A public sector which is accountable and aceepiable by socicwy is bound w be sacocssial
1n delivenng the trnsformation meeded.

Bur the bipgest chullenge s the transformation of provision 10 loster mdepeadence. The
sysicnl should sdopr a flexible approsch which includes scllf-help (elTmTs 1o meat challenge
on one's awnd motual help (efforts by members of society to help euch gthee) and public help
tpuabilac servoee )
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People should be cncovrsecd and not penalised for apting o self-help wid mual help
ratber than pabbic help.

Guarantor of a Safe Society

Covermnent's responsibilily sxtends also to ensenng o safe sociely with the objective of
providing 'peace of mind’ o enuble socity Lo thrive. There dre two aspects — one preventive
and one curative.

The latter basically depends on a fair, just und ¢fficient judiciary system. Making the
syster more efficiert is whe 2asier part since it entails administeegve meysores which deliver
tarngribele cocerd Guarditetive resulis,

A Farir sngl just system cntnbs that the sysiem 1s seen as such, This requires an atiwdinal
change which can only be brought about theough an intensive educational programme which
expliins how Lhe whole sysiem works and how the system is safeguarded.

The preventive role is also difficult 1o achieve ws it Tequires an anlitudingl chunge of the
people runmnng the sieoctures. Tt pocs against the cxisting national gruie of crisis munagement
us waz lend b bet things lie until the problem arises and ery to deal with it, The preventive role
cntails a more proactive roic of constantly examining 1he systems and dealing with the causes
of the probl ems.

The preventive tole in this ares involves atiaining a sufe envirgnment

+ o home
* i puhblic arras and
»  prithe roads.

The first ts the main preeccapatton of the elderly. Programmes which provide security
shoruld be developed im euch locality. We arg sull Tucky to have seeuety i publie arcas a
mnoat Lmes but this s samething which must be safeguarded. Sufery on the roads is a
contemporary Issue, Unless we identity the causes of this pevbilem and these arc dealt with,
this probles will increase.

The main instiution which is respensible for guaranteving this safety is the Police force.
Wi need a highly inonvated, disciplined, skilled und mobile police force. The primary am of
the borce should be s educitors and 11s role as an enforcemeant apency shoutd be of secondury
o iderarion.

Mipping problems @t the bod woold prevent large accidents and give o senwe of secunty,
The Police force should cducate und encourage citizens 10 creale safe enviconments. One
such propect which needs ta be eneouraged are neighbourhood watches,

The Armed Forees wre responsible for national secerity and they 1oo should have the same
chacsctenstios of the Polwwe force. Their rele extends o cover ouor nationgd waters. They
should be more prosctive in identifyina che cucrent and future potential matiopal secocty
thesals.



A small. kighly trumed and mobile force should be e Tective especially regarding dlegal
frshing. ilepal amigruies and deog trtticking.

Another wred which we bove very little expenience in dealing with s Civil Proeclion.
Contingency plans lfora number of natu el aod man-rcube disasters should be prepared. Onee
ready Lhese plans should be communiciated to all the parties conceemed. This should invglve
govemment sgencies, local councils, voluneer organisations and residents' ussociations.
among athers,

Fven b publec should be informed through educarionasd progoonmes. This ares should
be given high pnonty since any local disuster would have exireme consequences due to the
s Ltess of the Island.

Facihitator and Promoter

Although the peneral ooentation of the plan cavisages that the government's role should
he kept tr 3 minimum. this is not to imply that we favour a weuk govenment, Govemment
1% expected to ensare thal in those aneas considersd viwd for 3 degent way of life. all individuals
are given a fair opportudicy 1o participate. One such area relaes 1o housing.

Hasically we need o hoosing policy which deals net only sath soday's posblems but takes a
halistie stance. Our past houstng policies have ramged from g palicy where nearty all howsing has
been the govemencir responsibility ta policies of neyr nop-govemment inervettion.

The oew housing policy to be promaoted should wake iata consideretion the following;

v theneeds of special categones which find it ditfie ult o obiasin an independent dwelling
fone sugh cytegary 15 voung couples);

= the needs of less privileged cavegories [ such ax Gamilies with members with special
roecds 3

* ihe provision of 2 safety social net wheeh most hoave an in-built mechanism which
expecls lenants b ogl out of 1he system once theie financial silstion Improves:

= efficient land otilisaion;

= the lite cycle needs of the local Gmiiy:

* the coaliom of i FRIC private propeny markel

Apan from this, new mmavative methods which ke care of oar celtucsl and nutumal
enviranment should e promised.
G3 CONSUMER PROTECTION AND FAIR COMPETITION

A berter quadity of lite demands the praper functioning of markets o that the individual as
dconsumer gels o Rt deal inall transactions. Oae of the tactors which have been recognised

and sccepred as a factor leuding 10 bay ax fdr competitson whomesn 1he egonpmic plovers.

Govemmnent’s role 15 nat toly % promote competi tom Bt alsa o 2soee bt Uie Competinnn
s L Sulthere wall oo cuses where competinan will no be effeclive,
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[m such acave, the system shondd provide consumer proection amd medress which is effective
and not expensive. This is the basis for the setting up of 3 stsciure which nog only supprans
this Dot also promses consumer sducation and market suevellance,

Also, Malta's size prohibits competing agencics in the provision of certain basic services
such as electricity and water. The move wwards more markst PIICINE Can only be sustined
i it acknowledges the social aspect of such services in our counury. Consumer protection s
tequires thie pricing in these arcas is nat menopolistic, and should ensars that inefiiciencies
ar2 1ol passed on to the consumer

This straegy can be implementad by bringing about the 1 ollowing changes:

* Trane  The consumer is sl paying up for the subsidies that presently protect the
local industry whick produces for the local madket, Malta's drive towsrds a free rydle wrea
with the EUT and the dismantling of the levy system will help remedy this siteation. However,
this i a4 the case with apricultural produce. where importion restrictions are cnvisaged to
vontinue. it is important thal any measures sgreed to, wil] be impilernented. This assumes
that the ¢omsemer will be involved ot 4l levels of decision-making,

* StRuctuwes It has becn recognised that in spice of policy changes intended to promote
fair competition. the consumer would suill necd protestion,

The 1998 Budget plans for the settiog wp of an autonomous Authonty 1o des] with
both consumer and competition issues. Aulonomy is essentizl since, o presant, the consumer
sttt receives o substantial number of basic scrvices from the pubhic utilities.

The Authonty which shall assume the funclions of 1he Departmient of Consumer Affaics,
the Consumer Affuis Council and the Office of Fair Competition. should have thres sections

~ consemer proteCtion, fair competition and another section which will focus on education,
research and adminiseration,

The Edueaion Department should work on a programmse tointegrate consumer education
in the curriculum.

Regulators should be set up to regoiate cenain industdes which remain manopaly,
Whether in the public or poivate sector. The mave towands pricing which reflocis the tue
cost of such eommodities encaurages “sustaingble” consum Pion.

Such wikities should be bound by effective code of practices and eizen chamers,

4. CARING FOR THE ENVIRONMENT

A sestamahle development programme needs 1o give full considecation to envirgnmental
CHECtYes,

The lack of seiemtifically collected data retuting to anvironmental and sociad issuss is
magor fucta in the development of appropriste palicies,
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Tacre e i sustklilily iwdicaions in meagsunng the country s pertorroanees. There is
tigenl Do gressler STl s M1 Pact S850es el CIntereitioy eoonomic, so¢ind and cavironmel
Hpaack b irtapere g and extendings soci L cost-Tenefi inalyss, oc.

The public Beeds to be invelved in the eviluation of hese sodies, 1 Hie with e ine rensed
ravticipadion in national deciston-making. Ancther weikness bes i the ek of inter-departonente
corordmia e i the woskness of strateele planning i generl,

There cxists o need (o inmraduce incenTave based insirements (faxes, subsidies ete] as
regulutery mectoisms sapphanenting 1he curcent swandard und fnes regime. This could
turve ppplicabelity in encouniging reevehng, eenew sble saergy seurces., use of public trunspert.
rehabizmation of vaswm properties, g,

In equating privale with secial costs. gosernment needs o design laxes o caver
ervircmmentil costs, This could be based vo the spplication of the Potluter Payve Principle.

The present slmimisimive sorociures and tha skills of personreed need 16 be upgruded 30
as to ensure 3 mors cllecuve enforeement of envirenmenty] legssianen, The Depanment for
the Environment needs o give mone sclive ittenlion to preventing polletion due o a growing
popubation. higher impants af palloung and hazardous substasces sd Tovited lanad areas ond
rosorurces for safe dinpisk.

The truditional selution of resinicting usage, by itsclf. wil ooly 2nhance resisuana o the
shiergence of an énvicsmoenisl conscigusness, The policy shaold be sach ws o actively
promeie sustinble development. Such 4 policy should nal hinder enterprise and econemic
inlkciives but should encoage them o way that proteces, muuntans and ioproves te
EMYITEHMETLL PO s,

A WAME MANLRCmenl il plan necds to be dmwn up. Such a plan needs ra ke inus
consderaian e samall seee ol the slynd sod the facn than any waste ceescling plungs will
necensunly huve o be located gear w populued, or cagum] habitats, The saga of the San
Antnin Composting Fiant should not be repeuted us it oo affecied adyversely the emergence
of prosenvicommental moiudes.

Wste managemeat should be deselaped inte g comprehensive project which co-undinutes
the work of 1he Eovironment Thepurtment. the Witer Services Corporion, and the Works

Department | respotsible for drinage and conservation of minwater],

Such g master plmwill need o be accompanied by uctive policies prooiipg susimible
COMMLEALa and “AC00 W asle roagerszent. To Chis zoed. the mann theust shoold be: -

+  educanomil campaisis:
¢ developrnent of abemative ways af con saim ploms which e coanemicad and stell sacisfy

the asprrauoa: of ihe populition,

Land atilisarion i nggaer ficloe seach affects the oy iomment. The siaociore plan wis
fir<t step m the nghe direction. Prugmatze peheies should be deseloped and diceeed ar

= eounoanie e | heusing, sarculueral industriad, ownsm, infrasii e ¢
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vooraTneE ol s L ks, o S
* LUt Prese ey atioe

Such policivs wernld onty be soccessfiel 1 aciive panicipalian of the popalation takes
place. It should be eniphasised thit aotive pacteipatacn can eely he achicved ufer peaple are
euuizned in U suhject mager,

G5, DEVELOPING OUR COMMUNITIES

One tactor that s driking i oor secicly is the Fact tul gur comamuniny sparit o Tecking.
There may he severud factors which conteiliuted o this amongst which surely s che
Upowerlesaneis” attifude which prew ool of colonialism.

The anudare tothis is puricipation w the locad Ievel, The setting up of the Loeal Cowncits
have Been o positive siep Bt thers tow Jire need 1o develop them.

Ore of the main prehlems i het both the Local Counesls, the voluntury organisations wnd
the ertizens inthe leculities and s6ill have oot found their role. Perceplions of the rmle of the
Ioca) councils viry from one in which the Local Cowerils gne seen s the sobe owner of the
locality ter one i wheeh the 1ocsl Cauncid is just an expression of she local opinion.

The: process of role Wemificanien s o long social process byl oage witseh needs direction,
A long norm educunonal progrmmoe directed at all the players invalved inche process. igcladies
dah public wid prisate waencies, shonld be indiawed,

One of the basic premises of the ecstablishmene of the Bocal Councils was the
tlecentralizgion of sdmenisraion. This should ke cottimued but should be given Jdirecied
towards achicving two ohjeelives:

*rheir functions sheud be cxrended 10 oters whicl boae em cluser 1o the gitiaens
afd 1o s oThed vollotacy drganisatins wockiog i 1be Tocaligy;

¢ the spoesd of responsibiliey should B one linked o performumee. Such aameasare will
L by hagher sfficieney and effecuveness.

Itin being proposed, in line witl the rest at iy decument. thal ancs the vupons policy
chaages reludng w qualisy of e cansdderians are discuseed ind agreed o, then the e
slep waald be to formukie o comprefensive and coheren policy feomewark emboedying
these chanpes.

Fremoting quality of lite & enticid med anly for the well-being of each ooe of o membe s

of dhe Muitene soclety, bur ulso as o way of anhenciae the inemional simetiveness sod

SO L s, of car Qoanin.

il



H. CONCLIUSION

AL Lhe very introduction of this docoment i was stated that its pomary purpose 15 o
somulane dise ussaens, and hope fully find suflicient consensus as 1o the MUture soo lo-economic
theve [opment of our coentoy.

I uccepted. it shouwdd lead to the formulation of specific action plans by all the parties
mvolved. Any sicategic plo fmds s fulfilment i s acoon programme, This will help put
our country back on the road a maproved intermnational competitiveness, and econonsie
develiarunent,

We look forward o o continuing debate, and 1o receive Teegdback From whoever has the
development of our country at hean. All comments or supgestions as 1o the conents of hiy
drcwmignt should be addressed to;

The Ferrum For A Betier Economy,

8L Culeedonius Sguare,

Floriana CMRE 02

fFax: 245026 R-Maill: FRMECON @ magnet.mr)



