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l. Introduction

1. Objectives of the case study

This case study aims at studying a number of economic sectors in Malta in order to
identify good practices for switching to a greener economy as defined within GREECO.
The study will cover key policy areas with an impact on environmental, economic and
social behaviours which triggered greening of the economy and which hold a significant
potential to do so. Additionally, I highlight, where possible, financial instruments and
investments with an impact on the green economy.

The report will also strive to analyse key factors - called drivers and enabling conditions
(policies, financial instruments and investments, etc.) - providing a regional dimension to
the green economy and having an impact on the environment, economy, society and
territories.

The case studies on Malta and the Green economy will attempt to create an integrated
narrative of how green economy works in the country. The case study will attempt to test
hypothesis and validate GREECO regional typologies.

The emphasis will be on the positive practices in Malta but at the same time the authors
tried to paint a comprehensive picture of the green economy describing obstacles,
disincentives and hindering factors. These can bring useful insights on what needs to be
improved and on the “lost potentials”. The narrative will also try tocapture complex
sectoral interrelations which are not necessarily obvious from the figures.

2. Methodology

The drafting of the Maltese case study started in the autumn of 2012. It followed the
principles for case study preparation developed within the GREECO team.
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Figure 1 Research Methodology
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(3) PERSONAL INTERVIEWS
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(1) Desk research. Through desk research the authors familiarized themselves
with the territory - economy, economic history, geography, climate, figures and
policies - and reviewed existing literature on green economy features of the
region.

(2) Phone interviews. The desktop research was followed by several phone
interviews with key stakeholders (bottom-up) describing the overall and sectoral
context. The purpose of the phone interviews was to capture the story behind the
figures as well as to construct a picture of the stakeholder’s perception of the
development of green economy.

(3) Personal interviews. These were instrumental for capturing the stories of the
individual sectors, discussing drivers and enabling conditions as well as barriers.

(4) Additional desktop research and analysis of information. The interviews
were followed by an additional desktop research of information and insights
provided by the interviewees, studying the provided literature and policies.

Il. General description. Setting the stage
1. Geography

Malta is located in the Mediterranean Sea, 80 km. south of Sicily and East of Tunisia and
290 km. north of Lybia. Malta has been on the crossroad of trade and migration routes -
a fact which defined its history. Malta’s territory is 316 km2. Three of the islands of the
Maltese archipelago - Malta, Gozo and Comino - are inhabited. The Maltese landscape is
flat or gently hilly, the highest point being 253 m. There are no permanent rivers on
Malta but some small rivers form at times of abundant rainfall. According to the WWF,
the territory of Malta belongs to the ecoregion of "Mediterranean Forests, Woodlands and
Scrub".
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The climate is a Mediterranean one characterised by hot, dry summers and cool winters
with an annual average rainfall of nearly 476 mm. For 2012 the rainfall was 519.2 mm.
Temperatures are stable, the annual mean being 19°C and monthly averages ranging
from 15°C to about 31°C in the summer months."
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Malta is located in a geographical proximity to Tunisia and Lybia. This location is
beneficial in certain cases allowing the country to serve as a bridge between North and
South but it could also be a threat in periods of political turmoil in these two countries.

2. Natural assets and resources

Malta is not rich in natural resources. Crucial resources like fresh water, limestone and
land are insufficient. Limestone is a natural resource that has made Maltese architecture
what it is now. It needs to be actively protected because of its shortage. This is done
through setting the right price of stone, research into reconstituted stone and also being
particularly meticulous about the environmental impacts of quarrying. The rest of the raw
materials are imported - a fact which puts Malta in a situation of dependency.

Fresh water is another key resource whose importance has been even higher having in
mind the arid climate of Malta. Malta is particularly adamant about implementing its
water policies and managing water in the right way. This delicate situation with water is
one of the reasons to choose greening the water sector as one of the areas for research
in this case study.

Coastal and marine areas are by far the biggest assets of Malta making a significant
contribution to wealth generation through tourism and through marine economy as a
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whole. The total length of the shoreline is 200 km plus an additional 71.2 km for Gozo
and Comino." The length of artificial coastline in 2004 was 21%. Pressures on coastal
zones come from overdevelopment, public land take and damage to coastal habitats." A
conflict comes from the fact that space sought after for tourism development is also
needed for recreational activities. Greening the tourism sector is one of the focus of the
study.

Figure 3 Natural assets necessary for the development of Renewable Energy
Sources (solar and wind)

Malta wind and solar potential

B Malta MEU average EU min

3187

2001

1053
457

Wind energy potential (full load hours Solar radiation hours (KWh/year)
per year)

Source: EU, 2012, Country Factsheet, Malta
From the figure above it becomes obvious that Malta has the most abundant solar and
wind resources in Europe. In the chapter on energy there is an attempt to elucidate the

dynamics behind development of renewable energy in Malta. The National Energy Policy
for the Maltese Islands is more moderate in its assessment."

Figure 4 Designated land as a proportion of the total land area
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The figure above demonstrates a slight increase and then stabilization of designated land
as a proportion of the total land area. Malta has 34 Natura 2000 sites. Natura 2000 sites
account for almost 14 percent of the country’s territory, compared to a EU average of
about 20 percent.

3. Demographics

The total population of in 2012 was 421,363 inhabitants with a population growth of 6.5
pro mille from 2000 to 2010. Additionally, the net migration flows were 4.1 pro mille on
average from 2000-2010. Malta is the most densely populated country in Europe and
demography is a potential threat. The population of Gozo in 2011 was 31,296 inhabitants
or slightly above 7% of the Maltese population.

Figure 5 Structure of the Maltese population in 2011

Structure of the Maltese
population

m0-14

m 15-64

65+

Source: Eurostat

This is very close to the EU average where +65 years old population is 17.4%.
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Malta is an urban society and 100% of the population lives in a predominantly urban
areas compared to only 41.1% as an EU average. Out of these some 92.5% live in the
capital area, on the main island. Some 7.5% live on the small islands Gozo and Comino.

4. Administrative structure and governance

The Maltese archipelago consists of the islands of Malta, Gozo and Comino. Malta, with
the capital Valletta, is the largest island of the archipelago. Malta is considered as a city-
state with one urban agglomeration, housing over 80% of the country’s population.
Because of its size Malta is a highly centralized country and the whole territory is NUTS 2
region. The Island of Gozo has a distinct identity and there is a separate ministry - the
Ministry of Gozo - dealing with drafting specific policies.

Figure 6 Map of Malta, local scale

s T

-

Source: Malta in Figures, 2012

lll. Economy as a whole

1. Structure

Over the last decades the Maltese economy has gradually shifted from agriculture and
industry-based to service-oriented. The share of manufacturing fell from 22.4% in 2000
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to 13.4% in 2010 and the share of agriculture, fisheries and construction fell from 6.4%
of GVA to 5.5%. At the same time, the share of industries increased from 52.5% in 2000
to 58.8% in 2010. The share of government, education, health and social work increased
from 16.4% to 19%. The economy has been undergoing a process of diversification as
the share of chemicals, aircraft maintenance, IT and financial services grew.

Figure 7 Value added by sectors of the economy (NACE) between 2008 and
2011
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Source: Malta in Figures, 2012

The GDP of Malta at current prices is 6,499.2 million EUR which represents 15,600
EUR/capita or 21,000 EUR/capita in PPP.Y In 2011, there were 29,877 SMEs in Malta,
making up 99.9% of the total number of enterprises, employing 76.3% (88,423) of
private sector employees and contributing 64.5% of the national value-added." The
social and economic gap between Malta and Gozo is still significant: the island of Malta
has a GDP per head of 80.5% of the EU-27 average (2007-2009) and the island of Gozo
stands at 57.4%.""

Maltese export companies feel the burden of the strong Euro and the impact of the global
economic crisis. At the same time labour productivity has been increasing more slowly in
Malta than in Malta’s main competitors.’"

Major challenges to growth:

e Ensuring the long-term sustainability of public finances in view of ageing of
population;

e Ensuring that productivity growth underlines wage developments to safeguard
competitiveness;

e A further move to higher value-added activities by raising investment in new
areas of growth. The main infrastructural bottlenecks which need to be addressed
include the education, energy and water resources, transport, communication,
and the environment.
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e Ensuring better utilisation of the economy's labour potential, in particular that of
women and older workers, and improving the skills base of labour force;

e Addressing the weaknesses in the business environment and enhancing
competition;

e Macroeconomic imbalances and current account imbalances.™

Box 1 Public infrastructural projects

The increased investment expenditure includes big infrastructural projects such as the
building of the extension of the power station, the interconnector project between
Malta and Sicily and the continued introduction of smart meters. Other increases
relate to the environmental and resources sector including investment in renewable
energy sources, waste, the management of water resources and water treatment and
also in the maritime and ports sector.

Source: Malta’s National Reform Programme 2012 under the Europe 2020 Strategy

2. Governance

The new Labour government (which came in power in April 2013) introduced the
following structure of the public administration relevant to this study:

e Ministry for Tourism;

e Ministry for Education and Employment;

e Minister for Sustainable Development, the Environment and Climate Change;

e Minister for Transport and Infrastructure;

e Ministry for Gozo (remains);

e Minister for the Economy, Investment and Small Business;

e Minister for Energy and the Conservation of Water;

e Parliamentary Secretary for Research, Innovation, Youth and Sport in the Ministry
for Education and Employment;

e Parliamentary Secretary for Competitiveness and Economic Growth in the Ministry
for the Economy, Investment and Small Business.”

Table 1 Quality of governance indicators
Malta EU EU EU

average min max
Quality of Government index 0.1 -1.9 1.5
Rule of Law 0.5 -2.1 1.3
Voice and accountability 0 -2.2 1.4
Government effectiveness 0 -2.2 1.7
Control of corruption -0.1 -1.5 1.7
Online access to 20 basic e-government 100 84.3 47.5 100
services

Source: EU, 2012, Country Factsheet, Malta

Judging by a number of governance indicators Malta is an average performer in the EU
except online access to government services where the country is a leader.
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3. Employment

In 2012, the total employed population in Malta was 168,730 people and the
unemployment rate was 6.5%. Employment in Malta has grown by an average of 1%
between 2001-2011, more than twice the EU average but less than the best performers
where employment has grown by around 2.5% per year on average.

Figure 8 Unemployment rate in Malta as of July 2013

Uemployment in Malta

30%
25%
20%
15%
10%

5%

0%

Malta EU-28 EU min EU max

Source: Eurostat

As of July 2013, the 6% unemployment rate in Malta is among the lowest in the EU.
Figures are better only in Austria, Germany and Luxembourg. On the other hand, the
Maltese employment rate remains among the lowest in Europe, in particular for women
(44.2% in 2012) and elder workers (7.4% in 2012 for the age group 55-64). The total
number of employed people in Gozo in 2011 is about 7% of the total number of
employed people in Malta.

From the two figures below we can see that the trade and transport sector is a major
employer with around 30%, industry employs around 20% of the working population,
financial intermediation — around 10% and construction — around 5%.

Figure 9 Employment by NACE sectors (% of total employment) (2009)
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Employment by NACE sectors
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Source: Eurostat

Figure 10 Split of employment in Malta by sectors in 2011

Agriculture
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Source: National Statistics Office, Malta

4. Productivity

In the figure below we make a comparison between the productivity of economic sectors
in Malta and the EU-average. We observe that the Maltese agriculture is more than two
times more productive than the average EU-27. The financial intermediation services and
other services category are also more productive than the EU average. In these three
categories the difference with the best in the EU is not overwhelming. Conversely, the
Maltese industry is almost 50% less productive than the EU-27 average and almost five
times less productive than the best in the EU. The same, to a smaller degree, is valid for

construction and trade and transport.
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Figure 11 Productivity by NACE sectors, Index, EU27 = 100 (2009)

Productivity by NACE sectors
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Source: Eurostat

Figure 12 Material productivity (GDP/DMC) (2004=100)

Material productivity
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Source: National Statistics Office, Malta

IV. Impact of the economy of the environment

When discussing greening of the economy there is a need to try and see what the actual
impact of the economy is on the environment. From the table below it could be seen that
energy generation is responsible for the majority of GHG emissions in Malta. Therefore,
changes in the electricity mix or the source of fuel could contribute significantly to the
overall decrease of GHG emissions in Malta and hence to greening of the energy sector.
Waste is the second biggest emitter of GHG in the country. Both the energy and waste

sectors are discussed further.
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Figure 13 GHG by sector and withdrawals from land use, land-use change and
forestry
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From 1990 to 2010 GHG emissions in Malta have increased by an average of 2.1% per
year.

Figure 14 Domestic material consumption 2004-2011
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The figure above demonstrates that there is a certain degree of decoupling between
Malta’s real GDP and the domestic material consumption. While the real GDP grew by
20% between 2004 and 2011, the DMC fell by 20% for the same period. This is probably
due to the changing structure of the economy and the increasing share of services.

V. Sectors of the Green economy
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1. Energy

1.1. Description and key milestones

General context
Electricity generation and supply are not liberalized in Malta. Enemalta is the main

energy operator and manages the generation, distribution and supply of electricity. The
nominal generation capacity for the country is 571 MW and Marsa Power Plant capacity is
267 MW while Delimara Power Plant capacity is 304 MW.X The real electricity generation
in 2012 was 336 MW, an increase from 328 MW in 2011.X" In 2011 the fuel mix is
HFO/Gasoil (84%/16%). The industrial/commercial sector is the biggest consumer
responsible for 50.3% of the total consumption in 2010 followed by the domestic sector
with 29.5%, water production - 5.4% and government - 2.7%. The unbilled units are
11.8%. In 2009, the consumption per capita is 0.015 GJ/capita while for EU-27 it was
0.019 GJ/capita, i.e. Malta consumes less electricity than the EU-27 average.X In 2009,
Enemalta contracted an automated meter-reading system to contribute to additional
energy savings. In spite of the positive developments, the rate of transmission and
distribution losses increased from 10% in 1990 to around 15% in 2009, which is more
than twice the EU-27 average.V

Electricity consumption

Gross inland consumption (GIC) increased by 63% between 1990 and 2009 (900 toe).
Final energy consumption (FEC) in Malta has grown by 30% between 1990 and 2009
(440 toe) (Eurostat 2010). In final energy consumption, transport is the most demanding
sector (55%), followed by household (18%) and commerce (13%). The share of industry
(11%) is far below the EU-27 average (27%) and still shows a decreasing tendency
(Eurostat 2010). Energy consumption per capita is almost 34% below the European
average (2.3 toe per capita compared to 3.6 toe per capita in 2008), placing Malta third
out of EU-27 countries (Eurostat 2010).

Energy intensity

Energy intensity was 195 toe/EUR million in 2008, slightly higher than the EU-27 average
(167 toe/EUR million), placing Malta 14th among EU member states (EC 2010). Between
1995 and 2000, total energy intensity decreased by 20% thanks to an increase in the
efficiency of thermal power plants and the changing structure of the economy. However,
this trend was reversed between 2000 and 2009 due to increasing losses in power
generation driven by the rapid increase in electricity use.

Developments in the sector

So far the development of the energy sector has faced several important constraints such
as high dependency on oil, lack of interconnections, one ageing and inefficient power
plant (Marsa) as well as large demand differences between peak and low varying from
160 MW to 425 MW.

The Maltese energy sector is undergoing a radical change. The power stations which are
100% oil-based will be converted to natural gas and this is one of the ways to green the
energy sector in Malta. The new Labour government has come to power on a drive for
gasification. This represents a very significant investment of MEUR 400.*" Switching to
gas fired generation will be made possible through a Natural Gas project which will be
developed in partnership with the Private Sector.""
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Additionally the energy production context will further change as the Marsa power plant
will be shut down in 2013 because of the Large Combustion Plant (LCP) Directive
requirements. *'" The electricity gap will be bridged through the interconnection to Sicily
which will be completed in 2013 and Malta will be able to buy cheaper electricity from
Italy. The 144 MW Delimara extension will also make the closing of Marsa PP possible.

Figure 15 Emissions from energy
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Source: Climate change statistics (from National GHG Emissions Inventory)

Emissions from energy include all emissions that take place in energy production,
transport, households and industry. It is to be observed that after peaking in 2006-2007
emissions have started to go down.

Picture 1 Marsa power plant to be shut down by end 2013
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Author: Ruslan Zhechkov

Renewable energy from sun
Despite the favourable sun and wind resources Malta still has a very small share of

Renewable Energy Sources (RES) in its Final Energy Consumption (FEC) because of a late
start. According to Luciano Mule’Stagna from the Institute for Sustainable Energy, before
2007 there had been no political will for developing RES and therefore no push from the
government. It is mainly the accession to the EU in 2004 and the Europe 2020 targets
that nudged government into action.*™ The new government which came into power in
April 2013 has