
 

 

EUROPEAN COMMISSION 
Competition DG 
 
 

 

COMMISSION WORKING DOCUMENT 

This is the country profile for Malta which is part of the State aid Scoreboard autumn 
2004 update (COM(2004) 750 final of 16.11.2004). 
 
The full version of the Scoreboard is available in English, French and German on the DG 
Competition website http://europa.eu.int/comm/competition/state_aid/scoreboard/ 

 



 

Malta 
Year 2004 Annual average years 2000-2002 

Population: 0.39 million Total State aid less agriculture, fisheries and transport 
(national currency): 64.4 million MTL 

GDP: € 4.3 billion Total State aid (euro): € 158.7 million 
GDP per capita: € 10,997 or 16,194 PPS State aid as a percentage of GDP: 3.86 % 
Exchange rate: 1€ = 0.426 MTL State aid per capita: € 404 or 601 PPS 

State aid 
legislative, 
administrative and 
enforcement 
framework 

The concept of State aid was adequately transposed in Regulation 3 of the 
Maltese State Aid Monitoring Regulation. State aid procedural rules were 
laid down in the Business Promotion Act1 and in other secondary 
legislation. The State Aid Monitoring Board was set up on 30 June 2000 as 
an independent body within the Ministry for Economic Services and reached 
full capacity by the second quarter of 2001 (www.mfin.gov.mt). State aid in 
Malta is granted by virtue of legislation, administrative policy measures and 
agreements between the beneficiaries and the central Government and its 
agencies. The main aid grantor is the Malta Enterprise Corporation, 
whereas no State aid is granted by local governments. State aid legislation 
was amended in 2004 to reflect Malta’s accession. The State aid Board has 
maintained its monitoring function and is now the point of reference on 
State aid issues in Malta ensuring that compliance with State aid rules and 
principles, regarding for example notifications, is maintained in Malta 
without impinging on matters which are the Commission’s competence. 

State aid in the 
years 2000-2002 

Malta granted annually €159 million of state aid through around 10 aid 
measures in the years 2000-20022. This represented 3.86% of GDP or the 
equivalent of €404 per capita. The Maltese state aid system does not favour 
either aid schemes or ad hoc measures with each category accounting for 
around half of total aid. The relatively high level of state aid in comparison 
to other Member States can be explained by two aid schemes. 

Business Promotion 
Act 

Firstly, the manufacturing sector is assisted by means of a scheme of 
incentives under the Business Promotion Act (BPA), which are mainly of a 
fiscal nature. The BPA is a framework scheme, containing a number of 
sub-schemes, most of them aiming to encourage growth in ‘promising’ 
manufacturing sectors. Another pursued objective is to provide incentives to 
encourage the establishment of new manufacturing companies, especially 
those with the potential to be the catalysts for the introduction of new 
technologies and know-how in Malta. A part of the scheme grants fiscal 
incentives to companies licensed to operate in the Freeport (previously 
Malta Free Ports Act). Most of the Regulations under the BPA were 
amended before accession and are now mainly in line with the acquis. As 
part of Malta’s transitional arrangements, a few other Regulations of the 
Act that allow for reduced rates of income tax and operating aid will be 
kept in force until the end of the period set in the Treaty of Accession even 
though they don’t fully comply with Community state aid rules. Between 
2000 and 2002 on average 39% of total state aid was granted under the 

                                                

1  By Act VI/2001, the former Industrial Development Act and the Malta Freeport Act were renamed 
and merged into the Business Promotion Act. 

2  The observation period in case of Malta was reduced to the years 2000 to 2002 due to late reporting 
obligations of aid grantors. 
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regulations of the BPA in various forms (reduced rate of income tax, 
investment tax credits, soft loans, etc.). 

Restructuring of 
shipbuilding and 
ship repair sector 

Secondly, the acceptance of Malta’s request for another transitional 
arrangement concerning its shipbuilding and repair sector is and will be 
reflected for the coming years in Malta’s relatively high state aid level. 
Shipbuilding and repair is the biggest individual industrial sector on the 
island characterised by overcapacity, insufficient financing facilities, 
increased labour-costs and insufficient productivity levels. In order to 
restructure the two Maltese facilities that are state-owned and are loss 
making, a special transitional regime closely monitored by the Commission 
was agreed upon in the Treaty of Accession. Within the scope of this 
scheme, Malta is allowed to grant aid up to a maximum overall amount of 
419 million Maltese lira (around €984 million) in restructuring aid during 
the period from 2002 until the end of 2008. Between 2000 and 2002, aid to 
this sector averaged €81 million per year, representing around half the total 
aid. 

Aid for horizontal 
objectives 

Aid for horizontal objectives amounted to a relatively low €8 million per 
year or 5% of total aid in the period under review. The objectives aimed by 
these aid schemes were backing export activities (4%), training of 
employees (0.5%) and patronizing SMEs (1%). With the amendment of the 
Business Promotion Act, incentives linked to exports are no longer 
provided. Moreover, enlarging the types of horizontal objectives, a new 
scheme supporting the Maltese film industry was introduced from 2003. 

Regional aid in 
Malta 

No support was given purely under the Community Guidelines for national 
regional aid in the period 2000-2002, although Malta qualifies for regional 
aid in terms of Article 87(3)(a) of the EC Treaty with regional aid 
intensities for investment aid of 40 % for large companies and 55 % for 
SMEs as its GDP per capita was 69% of the EU average in 2002. The 
country has been designated as one region at NUTS Levels I and II and two 
regions at NUTS Level III consisting of Malta and Gozo-Comino. 

Sectoral, rescue 
and restructuring 
aid 

In contrast to horizontal objectives, sectoral and rescue, restructuring and 
closure aid constituted a vast 95% of total state aid in Malta between 2000 
and 2002 (€151 million per year). This relatively high percentage has to be 
attributed to the above-mentioned sectoral weaknesses of the shipbuilding 
industry and fiscal benefits to manufacturing companies. Apart from the 
shipbuilding and ship repair sectors, Malta does not grant aid to those 
sectors considered as ‘sensitive’ in the Union namely coal, steel, synthetic 
fibres and motor vehicles. 

Tourism sector The tourism sector was another beneficiary of state aid measures in Malta 
(5% or €9 million per year) in the observation period. The Tour operator 
support scheme that has been in place since 1986, was phased out during 
the second quarter of 2004. Its main aim was to provide incentives related 
to package tours sold by United Kingdom and Irish operators. 

Aid instruments State aid took the form of various fiscal and non-fiscal instruments. Tax 
exemptions were the most frequently used aid instrument making up 37% of 
total aid in the period 2000-2002, followed by favourable loans (33%). 
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Grants accounted for 19% of total aid, while guarantees (10%) and tax 
credits (1%) given by the state were lesser used aid instruments. 

Existing aid in 
Malta 

Malta has 11 existing state aid measures through which it can award aid in 
future without prior notification to the Commission. 6 sub-schemes of the 
Business Promotion Act and a cultural aid scheme were annexed to the 
Treaty of Accession while a further 4 measures were submitted to the 
Commission as existing aid under the interim mechanism. The latter are still 
under assessment. 

Transitional 
arrangements with 
Malta 

Malta submitted three transitional requests which after successful 
negotiations were included in the Treaty of Accession. During a transitional 
period, SMEs, which were eligible for tax exemptions granted by virtue of 
the Business Promotion Act, will be allowed to continue to benefit from this 
aid until the end of 2011, in light of the legitimate expectations created in 
this respect. For other undertakings, state aid for regional investments can 
be given up to 75% or 50% of the eligible investment costs. Secondly, 
operating aid under the provisions of the same Act may be given until the 
end of 2008 within predefined limits. For the arrangements concerning the 
ship repair and shipbuilding sector see above. 

Looking to the 
future ... 

Due to a number of measurement difficulties set out in section 1.3.1, it is 
not possible to provide an accurate forecast of future aid expenditure levels, 
especially as the latest data refer to 2002. However, by looking at the 
situation in 2002, it can be observed that €84 million (48%) of total aid was 
awarded under measures that will not continue beyond accession. Aid given 
under existing schemes (4 out of a total of 16 measures in 2002), i.e. that 
were scheduled to continue after 1 May 2004, amounted to only €6 million 
(3% of total aid) in 2002. A further 4 schemes submitted in 2004, for 
approval as existing aid, are still being assessed and are therefore not 
included in the figures. Finally, a relatively high amount of aid (€86 million 
or 49% of the total) was awarded under the transitional arrangements 
foreseen in the Treaty of Accession. The latter figure implies that aid levels 
are likely to remain relatively high up to the end of the transitional period 
but may well decrease thereafter. 



 

State aid for horizontal objectives and particular sectors in Malta, 2000-2002 
  Average 2000-2002 2000 2001 2002 
  mio € % of total mio € mio € mio € 

Horizontal Objectives 8,2 5% 9,4 7,5 7,6 
     SME 1,3 1% - 1,4 2,5 
     Commerce 6,1 4% 8,7 5,2 4,3 
     Training aid 0,8 0% 0,7 0,9 0,7 
           
Sectoral aid (1) 150,5 95% 126,7 156,8 168,2 
     Manufacturing 140,7 89% 118,0 146,2 157,9 
        of which shipbuilding 81,3 51% 79,9 75,3 88,5 
     Other Non-manufacturing Sectors 1,2 1% 1,2 1,2 1,1 
     Other services 8,7 5% 7,4 9,4 9,2 
Total aid less agriculture, fisheries and 

transport in million € 158,7 100% 136,1 164,3 175,7 

Note: All figures are expressed in euros at 2000 constant prices so that the effects of inflation are 
removed. (1) Aid for specific sectors awarded under measures for which there was no horizontal objective 
as well as aid for rescue and restructuring. 

 

 


