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LAQGĦA DWAR L-IMPLIMENTAZZJONI TAL-FAĊILITÀ TA’ IRKUPRU U REŻILJENZA U S-SEMESTRU EWROPEW F’MALTA

THE CHAIRPERSON (Hon. Glenn Bedingfield): Good afternoon, I welcome you to this meeting, which is a joint meeting between the Foreign and European Affairs Committee and the Economic and Financial Affairs Committee. My name is Glenn Bedingfield, and I chair the Foreign and European Affairs Committee. I presume you know our Parliamentary Secretary for European Funds, the Hon. Chris Bonett, who is present for this meeting. The other Government Members who are present for this meeting are the Hon. Cressida Galea, the Hon. Amanda Spiteri Grech and the Hon. Alex Muscat, who is also the Chairperson of the Economic and Financial Affairs Committee. Then from the Opposition we have the Shadow Minister for European Funds, the Hon. Bernice Bonello. We might expect other Members who are still engaged in the Plenary. Now I invite you to make your comments. 

Ms Celine Gauer.

MS CELINE GAUER (Director-General of the SG-Recovery and Resilience Task Force): Mr Chairperson, thank you very much for your welcome and we are very happy and very interested to meet you and exchange views on the Recovery and Resilience Facility (RRF). We visit Malta regularly to discuss the implementation of the National Recovery and Resilience Plan (NRRP) with the authorities, but also with the social partners, with the stakeholders, with the NGOs and of course, with the Parliament. This is our mission. We do these missions in all member states, and whenever we are in a member state we try to meet with the Members of Parliament because they play a fundamental role in the implementation of this plan. 

As some of you know very well, we had to adopt this plan right after the COVID-19 pandemic as a common response from the EU to support member states not only to recover but also to increase their resilience in the face of future crises with the idea to build back better, to become greener, to become more digital and to strengthen their social cohesion. It is a bit of a special instrument, and it is very different from the one that we were familiar with in the field of cohesion in a number of respects; first from its financing which we’re onboarding on the markets. We are not only using member states’ contributions as we normally do; also because of its time dimension.

2026 is an absolute deadline for the implementation of all the bonds and investments. There is no buffer at the end of this period because it’s a very strict deadline. It is also performance-based, so it is essentially a contract made between each and every member state and the EU to implement a number of reforms and investments in exchange for the financial support that will be given. The last distinctive feature which explains why parliaments are so important is that reforms are at the core of this plan. It’s not only financing useful investments because even the undertaking of those reforms which were mandated year after year by the European semester are critical for strengthening the resilience of member states. Generally, reforms also imply laws in parliament, which is why you have played, you are playing, and you will continue to play a fundamental role in this implementation. 

To give you a bit of a state of play of where we are in terms of implementation, we think things are going well and all 27 plans have been approved. As you may know, after the invasion of Ukraine by Russia, a top-up of the financial allocation for the plan was decided, as well as the possibility that member states add what we call the “REPowerEU Chapters” to accelerate a green transition and to facilitate independence from imported fossil fuels. Half of those chapters have already been approved, and the Maltese REPowerEU Chapter was one of the very first ones to be approved. 

Actually, the overall numbers look quite good. €175 billion have already been disbursed to support this investment and reform. For Malta we are talking about €93 million out of an envelope of €328 million. Looking at the substance of it and maybe focusing on the Maltese plan I think reforms are essential. It’s a rich reform plan. You have already passed critical reforms for anti-corruption as well as for independence of justice, and you also have taken steps on anti-money laundering and aggressive tax planning. But of course, these were only the first steps and many more must follow in a short period of time. In fact, this is why it is so essential for you, and we are so eager to engage with you. 

I wish to say a last word on the substance of the plan beyond those reforms, that is the Rule of Law. I think the characteristics of the Maltese plan is its colour. It is extremely green; much greener than the average, with almost 70% of the spending allocated to this sector. I have to say that the Maltese REPowerEU Chapter is of extremely good quality because it is really looking at all the challenges for the green transition of Malta. As you know better than I do, Malta is excessively dependent on imported fossil fuels and here you are really tackling the plan as a whole better REPowerEU Chapter, in particular with regards to all the sources of that dependency; starting from energy consumption with significant measures on energy efficiency, going to energy production with important reforms on solar panels and offshore developments, as well as acceleration in the permitting processes for renewables, which is critical if you want to move away from fossil fuels. So, energy efficiency, energy consumption, energy production with renewables and also mobility … Talking about mobility, I have to say that one thing which always strikes me in Malta is the huge congestion issue that you have in transport and the huge pollution problem related to it. Hence the plan is an occasion which you have seized to begin addressing this issue. Of course, it is only the beginning, but it is a promising beginning to tackle this issue that you are facing.

We are having extremely good cooperation with the authorities. There is a very good spirit of cooperation as well as mutual support, and we will continue to act in the same spirit during the exchanges that we have. We are very happy to engage in a discussion with you now. We will answer any questions you may have, and more importantly listen to any messages you would like us to take home. Thank you very much. 

THE CHAIRPERSON: Thank you very much as well, Director-General, for your comments. I welcome the Hon. Edward Zammit Lewis from the Government side, who is also a member of the Foreign and European Affairs Committee, the Shadow Minister for foreign affairs; the Hon. Beppe Fenech Adami, and the Hon. Ivan J. Bartolo, who is a member of the Economic and Financial Affairs Committee. Now I am opening the floor for questions and remarks. The Hon. Chris Bonett. 

HON. CHRIS BONETT (Parliamentary Secretary for European Funds): Director-General, thank you once again for coming to this Parliament. I would like to repeat something we mentioned this morning. We joked with the Director-General that she came to Valletta, but the first European funding we received was not from the EU but from the kingdoms during the Great Siege period, who pooled money to build this place we are in today! So, we are used to investing European funds, and that makes us more comfortable, but I would like to thank you very much for your kind words showing that we are taking the implementation of the RRP seriously. 

As you were saying, it is a really challenging plan, especially when one considers that 70% of its financing is going to the environment sector, despite having so many investments and reforms to carry out. We are almost halfway through the implementation of this plan. Now I’m going to speak on behalf of the Parliamentary Secretariat that I run. The fact that this plan has been shaped differently from the cohesion funds and the other sources of funding helps because we have definitive milestones and targets that we have to reach on time, with reforms and investments that have kept us in check, but have also kept the whole Government system in check to deliver on time.

We do have a good track record with the absorption of EU funds. That was never an issue, but this RRP’s way of doing things has been more challenging and, as I said this morning, sometimes it is easier for me to go around my colleagues to make sure that they deliver their projects and milestones on time. Now we are in the third year because we started this journey of implementation in 2021. We have already received two payment claims successfully and we are going for the third one very soon, as you know and have highlighted this morning. What does this mean? This means that we have completed the milestones for that particular year successfully because otherwise we wouldn’t be in the position where we could do those claims. However, this is not simply a question of implementation with milestones, but it is also a question of what we have done, and something that I am very proud of is that, as you highlighted, over the past three years we have carried out intensive reforms in the justice sector, where in the independence of the judiciary we have split the Office of the Attorney General and the State Advocate, we have passed reforms regarding money laundering and other very important financial aspects. Now we are also in the process of investing in the justice system, and this shows how the RRP has gone not just on a reform on one side and an investment on the other, but reforms and investments go together with the digitalisation of the Law Courts, which is very important. As a lawyer by profession, I cannot but appreciate the fact that our Law Courts system is becoming more digitalised as we go along because, to be honest, we got fed up with paper, so this transition is working very well. Now let’s look at the other investments and reforms that we have carried out in accordance with the RRP. 

First of all, I have to say that the fact today Malta has electric vehicles (EVs) is owed mostly thanks to the RRP because it was through the RRP that we were able to come up with grants to the general public. In fact, when buying an EV you will receive a government grant, and that makes the transition from internal combustion engine (ICE) vehicles to EVs a lot easier. This incentive is doing very well, and I can also announce that right now we are in the process of fulfilling another milestone by acquiring more than a 100 electric buses! Apart from the EU funds, the Government has already taken the decision to make public transport free for everyone because we are conscious of the challenges that we have with cars on this island. In fact, we have already made public transport free for everyone a year ago. Now we are going through the decarbonisation of the public transport fleet and of the public service fleet, which is another investment that will be carried out soon. 

When it comes to environmental projects, as you may be aware, right now we are in the process of relaunching schemes, especially the retrofitting scheme for the private sector buildings, which is a scheme that makes a lot of sense because while making these buildings more energy-efficient, we are contributing to lower electricity charges.

With regards to health, we are in the process of finishing installing the MR LINAC (MRI-guided linear accelerator) at the Sir Anthony Mamo Oncology Centre (SAMOC), which is going to provide immeasurable benefits to people who need that kind of intervention. Then with regards to investment in education, I cannot but not highlight the visit that we had by the President of the European Commission a few weeks ago to the newly refurbished Nadur Primary School, which is now using environment-friendly practices to run itself, with photovoltaic (PV) panels, water storage, solar water heaters and heat pumps. These practices have reduced the primary energy demand by more than 30%. Ħal Għaxaq Primary School is moving in the same direction. It is nearly completed with the same principle, and we hope that very soon we will also finish the Msida Primary School, which will be the first carbon-neutral school on our island.

Apart from all these projects, thanks to the RRP we are handing out scholarships to prospective ICT professionals because, as you know, our whole plan is aimed to environmental and digitalisation opportunities, and that is something we are really proud of. Other important reforms have been carried out in the construction industry, and we are very keen to have those reforms being successful. The creation of the actual Business and Construction Authority (BCA) and the way we are building it is also a reform that was agreed with the Asset Recovery Bureau and the European Commission as part of our RRP. 

I think I have said enough, but before I conclude I wish to emphasize something I have already mentioned this morning, even for the benefit of my colleagues here, Members of Parliament. The RRP was conceived by the European Commission as a response to the recovery of the COVID-19 pandemic. However, at the time, the main focus was to regenerate the European economy after two years during which we had huge problems that I will not go into repeating again. When the RRPs of all countries were approved, we had the aggression by Russia on Ukraine, so suddenly apart from having strict environmental and digital priorities we also had to add a huge energy priority. The European Commission has understood that, and it came up with the REPowerEU. I am very proud that you said we were one of the first countries to have our plan approved and can assure you we are going to invest heavily those €70 million on our distribution centres, networks and battery storage. We don’t have a backup of clean energy, but we started using clean energy as a primary source of electricity. However, sometimes we think that it would be better if the RRP was more flexible. Being an island, we depend heavily on importation, so the war between Russia and Ukraine as well as the increase in prices, especially the increased price of steel and also problems in the supply chain, have caused huge increases in our costs to carry out particular projects and investments that we had through the RRP. Fortunately, or unfortunately, we were one of those countries that had a reduction in our RRP allocation because our gross domestic product was doing really well, but since we had this increase in prices, we had to face certain financial issues in delivering those investments. Therefore, we would appreciate if it would be considered a degree of flexibility at the European Commission level in order to make sure that we remain resilient in the implementation of this plan.

Once again, I thank you very much, and I thank you most of all for the support you give us day-to-day whenever we encounter any difficulties within our offices and your office. 

THE CHAIRPERSON: Thank you, Hon. Chris Bonett. Director-General, the floor is yours.

MS CELINE GAUER: Thank you very much for your kind words. I just wish to express briefly my reaction on two particular points. We fully agree with you in terms of flexibility, and we have already showed quite a lot of flexibility. In fact, whenever something is impossible to achieve, either due to inflation, to shortages of raw materials supply or else to any problem that arises and couldn’t be anticipated, we adjust some milestones and targets, and we will continue doing so whenever it is needed, so flexibility already exists. However, flexibility shouldn’t be too broad, so countries shouldn’t decide to do things differently every second day, because then we will simply fail on everything. That is why we kept a little bit of rigidity, but not too much because we have adjusted several milestones and targets that couldn’t be met. 

My second point is about communication. All these measures are beneficial for the citizens and so, now that we will soon have the European Parliament elections, it is very important that citizens realize that this is done by Europe for them and that Europe is never in isolation, but Europe is always with a member state. This European support has to be communicated and highlighted because otherwise citizens are left simply wondering about what is Europe and what relevance does it have for them. I think that all the examples you gave answer these questions very well because they surely show that it does have relevance for them! So we count very much on you, as politicians, to convey this very important message. Thank you.

THE CHAIRPERSON: Thank you. Other remarks or questions? The Hon. Beppe Fenech Adami. 

HON. BEPPE FENECH ADAMI: Good afternoon. I am a Member from the Opposition side. First of all, I wish to thank you so much for delivering this presentation this afternoon and I also wish to commend the European Union for coming up with these funds during such a crucial moment for Europe and all the world, hot on the heels of the COVID-19 pandemic and still witnessing the war - not aggression - of Russia on Ukraine. I shall refer to the brief which has been presented to us and possibly ask for some sort of clarifications on certain statements. 

One of the things I note with regards to the pre-measures for the green transition is that there shall be the purchase of 102 electric buses for public transport at the cost of €34 million. I am aware that quite recently the Minister who is responsible for public transport launched 30 new electric buses and said that they cost €20 million. So, could you explain to this Joint Committee and elaborate how 30 new electric buses cost €20 million and then somehow, we are going to finance 102 electric buses for €34 million?! How can the price tag that the Minister indicated of €20 million invested for the purchase of 30 electric buses makes sense when here we are talking about 102 electric buses for public transport at a cost of €34 million?! 

Another matter that I want to refer to and maybe ask for some sort of clarification regards Malta’s RRP where it mentions that the plan “includes crucial reforms to strengthen the judiciary’s independence, to address some features of the tax system that facilitate aggressive tax planning.”. Could you please explain what does the phrase “facilitate aggressive tax planning” mean here?

Another point I would like to raise is that in Malta’s RRP there is also a reference to the obligation of installing “rooftop solar panels on certain new buildings.”. Could you elaborate on which new buildings the plan is referring to whether it is referring to public buildings, to private buildings, to business buildings or to residences? And am I correct to say that it will be an obligation rather than an incentive, so maybe you could distinguish between imposing an obligation and creating incentives to go down that route?

The next point I would like to refer to regards the request for the second payment. You made a reference to the setting-up of five municipal regional bodies responsible for waste collection across Malta and Gozo. I don’t know if you are aware as much as the Maltese are aware of what is the situation of waste collection in Malta at the moment. I would describe it as a mess! It’s one of the biggest issues in the country; it’s one of the biggest issues for local councils and it’s one of the biggest issues in every village. A drive-through with your car at certain times of the day will show you that the waste collection system in Malta collapsed! Somehow, I believe that before the introduction of these five municipal bodies responsible for waste collection, we used to manage waste collection, so I would appreciate if someone explains whether the success or otherwise of today’s waste collection system is being somehow gauged and examined. 

One last point is with regards to the specific recommendations for Malta 2023. There is a reference to the winding down of the energy-supported measures in force by the end of 2023. You are aware that there is a political consensus across the board that the Government, till this moment, is substantially financing the energy prices. The Opposition supports this financing, but however we are aware of statements like this where there is the recommendation to wind down the energy-support measures in force by the end of 2023. Maybe you could elaborate on this matter as well. Thank you. 

THE CHAIRPERSON: Thank you? Any other remarks or questions? The Hon. Edward Zammit Lewis. 

HON. EDWARD ZAMMIT LEWIS: Thank you very much, Director-General and thank you to all your colleagues here. We are very interested in the subject because it is very important for us, and not only from the post-pandemic perspective. Obviously, the post-pandemic issue is important, but there are other issues which are important, like for example that the European Union and its institutions need to be more in synergy with citizens. A few minutes ago, you mentioned the MEP elections, and it is the citizens’ right to understand the functioning, the legitimacy and the relevance of particular institutions in their daily lives. 

We are interested in the green transition and being a Member of Parliament I consider this transition as a big priority for our country. The same opinion applies to the digital transformation, and I commend your efforts in directing the funds in this regard because we have a lot of work to do in this sector. My colleague, the Parliamentary Secretary Hon. Chris Bonett, mentioned that we did a lot with regards to the Rule of Law, but there is still work to be done in this regard, like many other member states in the European Union. We are more focused on the quality of life, so these funds must create a difference in every Maltese and Gozitan with regards to their quality of life. 

Now I have four observations which I would like to make. I believe that the RRP is a great European project, both as a post-pandemic plan but also to increase the relevance of the European Union. However, a lot still needs to be done to communicate more on the positive deeds you are doing to community citizens. Even if there aren’t any European Parliament elections coming next June, I believe that we still have this obligation.

Flexibility is the key, and we have seen other countries requesting this flexibility. A country that comes to mind right now is Italy. There is a big debate about the funds and shifting of funds towards their priorities and flexibility as well as to our energy subsidies. This is an important issue. I thank my colleague the Hon. Beppe Fenech Adami that we have cross-party support with regards to energy subsidies because they are very important for us, they are very important for our people and they made a very big difference in the lives of the Maltese and Gozitans, mainly in controlling inflation.

We still have a big challenge to control prices. As you rightly said, we are a country that imports most of our goods, and this fact in itself creates a lot of inflation. It’s not a question of blaming the Government or the Opposition because it simply happens, and it was accentuated with the conflict within Europe between Russia and Ukraine. So, while I agree with you that there must be parameters, boundaries and priorities which one cannot shift every day - that is the truth, because otherwise the whole thing will not become manageable - on the other hand there is a need for flexibility, and this does not apply solely for Malta but also for other member states, irrespective of their priorities. 

The third issue I would like to mention is about our competitiveness. As a community citizen, I don’t view the RRP only from the perspective of helping people but also of increasing our competitiveness as a European Union. European countries have a big issue to compete with Asian countries and with the United States of America. I believe that this exercise has been done, and in fact the RRP - not only vis-à-vis Malta but also at a general level - has been directed to increase our competitiveness. This issue is a priority if we want that more jobs are created within the European Union. 

The last point I would like to make is about social cohesion. Reducing inequalities -mainly economic inequalities - amongst community citizens will help us stress the relevance of the European Union to our citizens. As Maltese, we are very convinced of the European Union project because all in all I believe that we have benefitted from it in a great manner, and that even shows our cross-party predisposition in acknowledging that, but obviously we are here to improve things as well as to promote Malta’s interests because that is our obligation. 

I believe that this exercise today involving national parliaments will help the European experiment as well in the sense that the more you involve national parliaments, the more the Members of Parliament … I can assure you that some Members of Parliament don’t apprehend or don’t have enough information about this good job you’re doing through the RRP. Hence involving more national parliaments will also help to bridge the good work which is being done at RRP level within the European Commission and the EU institutions, so the more you involve national parliaments, the more successful this experiment can be.

Thank you once again for coming and for bringing with you a great team, especially my friend Lorenzo because I have the opportunity to meet him again! 
THE CHAIRPERSON: Thank you. The Director-General. 

MS CELINE GAUER: Thank you very much for your kind words and for all your questions. Let me start by answering your question on the electric buses and on the price tag attached to them. What we are financing is the difference in price between a normal bus - a polluting bus, which you have many of them - and a clean bus. That is essentially what is making the transition. We are giving an extra incentive to decarbonise the public transport, and that explains the price difference you mentioned. It is important to point out here that the functioning of the RRF is not like the regional planning where basically you send us invoices and we pay for them. It is a dimension before contract, so you commit to invest in a number of sectors and to reach certain targets. First there is a costing exercise that is done at the very beginning of the plan, but it is upon the authorities to make the best possible use of the allocated resources. 

The second point is on the tax system. What do we mean by “aggressive tax planning”? Malta and aggressive tax planning are a long story, and long-standing recommendations were made - not only from the European Commission - urging Malta to address this issue. In fact, even the plan included a number of provisions to that extent, including a provision on transfer pricing and moving closer to proper arm’s length transfer pricing within multinational groups, part of it being established in Malta. We also have an upcoming milestone where we will assess the validity of the regulation passed by Malta to that extent. If we are to discuss this issue in more detail, we are a bit concerned by the huge competing rights that are established in the provisions that we have seen so far. This is a matter of discussion because we don’t think it is correct that you will regulate and apply proper transfer pricing only for the future, while all those who have benefitted from very generous rules can continue benefitting until the end of time! This is still something which we will be discussing with you to ensure that the reform that is passed is addressing the point and is bringing an end to these practices. 

The second element is only a study at this stage; a study on the taxation applied to dividends, royalties and interest payments made cross-border from Malta to higher tax jurisdictions. The purpose of such study is to see whether those are used to erode the taxation base of the EU as a whole. This might be seen as a short-term good calculation for one country, but it is certainly a negative action for the European citizens in general and not a proper way of competing. 

The Hon. Beppe Fenech Adami asked me if the rooftop solar panels are an incentive or an obligation. In fact, they are an obligation, because although incentives are nice, sometimes they are not strong enough. Of course, there are lots of well-justified exceptions for that obligation. A case in point are the many very beautiful historical buildings that you still have in the centres. Obviously those buildings will not be touched by this obligation, but we really believe that Malta has limited possibilities because of its limited space. For example, you are not going to see a very big solar farm in the Maltese territory because you are simply too small for such project, so to decarbonise you should make use of the limited available space that you have on the buildings. This is not unique for Malta, and it is something we have seen across the EU because it is something which has a less impact on the environment, on the landscape and on the people whilst it is generating genuinely clean energy. Despite the optimistic statement of the colleagues in the morning, today is not very sunny, but you still have around 300 days of sun every year! I think that is your best asset, and hence you cannot continue burning fossil fuels without doing something in this direction. 

Regarding the point that you made regarding waste collection, I agree with you that the situation is not great, although it has not been great for many and many years as the landfilling rate in Malta is extremely high. In fact, it is one of the worst from all European Union member states, and therefore something has to be done. How you operate and how you do it is not for us to dictate. However, it is very clear that waste collection should be better organised and moved towards more respect for the waste hierarchy. In the meantime, it is very important that the reform which is included in the plan is implemented.

What do we mean with the phrase “energy-support measures”? I know I am going to be very unpopular now, but I will go for it just the same; I don’t think that it is a positive policy to use 2% of the GDP to subsidize heavy consumption of energy! It is a good use of the taxpayers’ money and a long-term sustainable way of handling energy prices. Obviously, they were needed as an emergency measure when the energy prices skyrocketed, so we are not going to dispute on that, and we never disputed on that because after all, during that period Malta did like many other member states were doing during the first months following the increasing energy prices. But now when one looks at the level of prices, he will notice that today the situation did not remain the same. The prices of some energy sources in Malta are amongst the lowest in the EU, so that problem does not prevail anymore. Also, the subsidies are depriving companies and citizens alike, so why would you bother about energy efficiency if you get subsidized energy?! Of course everyone likes energy subsidies! It is very nice to be subsidized and hence get free money, but is that really going to move Malta to a more sustainable stage? Is it really going to help people to master their energy consumption? Is it going to provide the right incentives to decarbonise energy production and to reduce energy consumption? Absolutely not! So, what we are saying is that those energy subsidies should be targeted to the most vulnerable; not being so broad-brushed and so costly as they are at the moment with the consequence that they are also having an impact on your fiscal situation. Those subsidies should be targeted to those households who do have an energy-poverty issue, and they should be designed in a proper way, namely by keeping the pricing as an incentive to save energy. I know that both political parties have consensus on this issue, but who doesn’t want money? I still think it is a very short-sighted strategy which in the long run is not a good solution to make your economy more sustainable. Sooner or later, you will have to move away from this strategy, and I really think that the sooner this will be the better, both for the climate’s benefit and also for your fiscal situation.

With regards to flexibility, as I mentioned before, we fully agree that we need some flexibility, but flexibility doesn’t mean reinventing the priorities every day because we don’t have time for that. It also doesn’t mean reducing the ambition of the commitment. We see this as a contract between every country and the EU. Believe me, I am spending a lot of time in Italy these days because of the size of the Italian plan, and they would agree with you that it would be nice if we were flexible, but we are not more flexible than absolutely necessary, and I think that is because the credibility of the whole operation is at stake. If we start handing out money without any proper achievement, then we will be killing the instrument, and all this would be a pity because it is a very strong instrument, so it is very important that flexibility will is given in a reasonable manner.

On energy subsidies, I think you have seen my complete flexibility as far as very vulnerable households are concerned. With regards to competitiveness, I fully agree that this is a key element, not only for Malta but for all member states, and we believe that those plans are actually helping competitiveness very much. They are not helping competitiveness by handing out subsidies to companies because that is not the way you help competitiveness in the long run, but much more by looking at the skills as well as the educational system, and in the Maltese plan there are a few promising elements in this respect. We are also investing in research and innovation, and it is in these areas where we see the need to target the competitiveness. 

Finally, I must say that I totally agree with the point which was made on social cohesion. If you look through all the plans, you will notice that we have almost a third of the spending that is relevant for social cohesion. Sometimes it’s relevant for green and social cohesion - it’s more than 100% in total - but it is absolutely essential to have that cohesion element, and Malta is completely in the average in that respect.

I also fully agree with you with regards to the national parliaments. My colleague is at your disposal for any information you may need. We are also always happy to engage as we are doing today at any time and in any format you deem appropriate. We attach a lot of importance to these exchanges and fully concur with you that this is key for the understanding of the citizens as well. Thank you.

THE CHAIRPERSON: Thank you, Director-General. We have been joined by the Shadow Minister for Finance; the Hon. Jerome Caruana Cilia, but now I will give the floor to the Hon. Alex Muscat. 

HON. ALEX MUSCAT (Chairperson of the Economic and Financial Affairs Committee): First and foremost, I would like to thank you, Ms Celine Gauer, for being here. It is important for us to have this kind of interaction. As I am the Chairperson of the Economic and Financial Affairs Committee in this Parliament, my questions will be mainly tied up to those areas.

I understand that this kind of meeting is not unique to Malta, but I guess to other countries as well. I would like to ask you what your opinion is on where we stand when it comes to the implementation of our plan vis-à-vis other countries. Do you think that the implementation, or the lack of such implementation, somehow has a bearing on our economic figures? Unfortunately, we are seeing that as it was anticipated, the European economies are not bouncing back as much as we would like them to, and we are also experiencing a quite sluggish and negative economic growth in some major economies, which is not the case for Malta because if I’m not mistaken, we have eight to nine times the growth. So, as I said before, I would like to ask you how you combine the implementation of the RRF, or else the lack of it, to our economic growth. Do you think it has some bearing on the numbers we are achieving and whether Malta - or the EU in general - is doing enough to control inflation by using the RRF in an intelligent way? This is something that our constituents … I talk with lots of MPs from different European countries in fora like the Organization for Security and Co-operation in Europe (OSCE), and this seems to be a major concern for most Europeans. Do you think the way we are utilising the RRF funds is somehow helping to alleviate inflation, or can we do more? I’d like to hear some comments about this. Thank you.

THE CHAIRPERSON: Thank you. The Hon. Bernice Bonello. 

HON. BERNICE BONELLO: Thank you, Director-General, for coming to this Parliament and giving us this presentation. I’m a Parliamentary Member from the Opposition side and I represent the EU funds and youth sector, so my questions will be mostly on those areas. I think we all agree that most projects and plans in Malta could not happen if it weren’t for the EU funds. I wanted to ask some questions or statements on the last paragraph where you stated the challenges that you see, especially on three points. 

The first one is on traffic. We had a lot of progress with regards to roads in Malta, but unfortunately traffic congestion is still a big problem. I think that having a free public transport service is a very good initiative, but the problem is that even though citizens do want to make use of public transport, the service is – I am not going to use the word “horrible” - not very efficient. So, what do you think we can do to find a better solution to solve this problem? Unfortunately, I don’t think that the citizens will use public transport unless they don’t have any other option because I don’t think the service is good as it is in other EU countries. I think that this is one of the main problems, but traffic congestion cannot be solved with just having free public transport. 

My second point regards research. You mentioned that we have a lack of research. The University of Malta is the main educational institution for research in Malta. Hence, I would like to ask you if there are any funds allocated for University research in this programme so as to have equal opportunities, mostly where it comes to youths. Are there any training programmes designed for youths, especially for those youths who have been failed by the educational system, so that in the future they would have the opportunity to have high-quality jobs?

My last point is that here it says that the substantial progress was 17%. Do you think this is enough? Were the goals tackled or is there more progress that can be achieved?

THE CHAIRPERSON: The Director-General. 

MS CELINE GAUER: Thank you both for your questions. First of all, where does Malta stand? In the last semester exercise we grouped the member states in three categories; we had the good performing member states, the not so good but catching-up member states and the worrying member states. Malta falls under the first category. There are member states who have done better because they have done more payment requests as they have accelerated the implementation more. Spain is first in class, then there is Italy who is also doing extremely well despite the huge challenge it has, and then following them there is Slovakia or Croatia. So, whilst there are some countries which are doing better, Malta is clearly doing very well. I think one thing that I really have to commend is that because of the very close and good cooperation that we are having with the implementing body, that is the authorities, when a payment request is made, we don’t have bad surprises, so we don’t have any issues or suspensions. Having said that, it is okay to have suspensions once in a while if there is a milestone which needs a little bit more time, but so far, we haven’t had bad surprises or problems. A bit of acceleration whenever possible is really important so that you can do the next payment request, but overall, I think that Malta is doing really well. 

You asked me what has the RRP done overall for the economic situation and what can it do for Malta. First of all, I think that the RRP has been a success for the economic recovery from the COVID-19 pandemic. You said that now we are struggling; we have sluggish growth, and it is not as strong as we expected. That is true, but at the same time we just had a war that was not expected. We all remember what happened in the aftermath of the pandemic; the RRF sent a very strong signal that avoided a drop in investment. It also avoided an economic crisis and allowed the GDP and the employment level to bounce back very, very quickly. I think that the micro-economic impact we have seen is already positive, and if you compare it to what we saw in 2008 or 2009, you will notice that there is a massive difference, so I am extremely positive on this issue. Then, of course, the war that came afterwards and the impact on the energy markets that we experienced is difficult to disentangle, but it has to be disentangled from the impact of the plans themselves. 

There was also a question regarding inflation. It is true that the RRP has managed to avoid a drop in public investment in all the countries. Obviously with this avoidance, you will have an impact on demand, and if you have an impact on sustained demand, then you are not contributing to reduce the inflation. At the same time if you let investment drops, then for sure you are going into a much bigger problem. So overall on this issue I would leave everything neutral, and I think that for Malta this plan is trying to reconcile sustainability and growth. 

Malta has a very good growth rate, which is very positive, although it is still catching up, but it is not sustainable. Here I am going to mention once again the energy subsidies which we mentioned earlier, so it is important that this growth is also sustainable for the people and for their quality of living, but things here are not going better and do not seem to improve as much as they should. So, for me the RRP, because of the signals it is sending and because of the very clear steer towards the green transition that it has, is an opportunity to reconcile these two things. 

What should be done with regards to traffic? I think three things should be done with regards to traffic. The first one is a change of culture, which is absolutely the most difficult in every country. It is debated here in Malta because of the physical characteristics of the island, but we can say that it is the same everywhere. A change in culture in the use of transport, and particularly in the use of public transport, is essential. The second element is investment. You are right when you say people don’t use public transport. I am not a public transport user, so I cannot testify this, but what I heard from every person using public transport, in particular from my Maltese colleagues in the team, is that public transport is not reliable, that the quality of service is not very good and that is very insufficient, so yes, this situation has to be changed by investing in more buses, and that is why I am happy with the 102 buses that we are financing. However, a little bit of regulation would not be bad. Maybe some reserved lanes for public buses would not be bad either. I know that you are going to tell me you don’t have enough space, but in my opinion the fact that people prefer using cars than public transport is a catch-22, and as long as you don’t make public transport more reliable and more attractive in terms of speed and commuting, then this is not going to change. I do not specialize in this area and so I cannot give you a solution, but certainly there has to be a bit of regulation. If there is a political will to change it, then it is up to you to change it!

My last word is on its costs because people will raise this issue. Yes, this will cost money but look at the externalities of the traffic congestions you have and at the impact that this problem is creating on your health! So, I am not so convinced by the cost argument, and I also think that this argument is very short-sighted, like the one about energy subsidies. Hence this is a new challenge, and I would really like to see the country picking it up. 

In the plan there are also funds for research - I don’t have the exact data, but my colleagues can share them with you - and this is also very important for competitiveness. There is also a number of measures which focus on social inclusion and youths, and the most critical one for me is the way on how to address early school leavers, which was traditionally an issue for Malta, but from the last figures that were published I am noticing that there is a significant improvement. This is good news, especially with the shortage of labour force that we see in Malta, like in other member states, although here we see it more. There is also an investment in skills and in schools. The Parliamentary Secretary Hon. Chris Bonett spoke about the renovation of two schools, which is something important, even though there were only two schools which were renovated. These renovations are very critical to make sure that the next generation is benefitting from them.  

And finally, I am going to mention the corporate social responsibility (CSR) progress. The good thing is that this figure is extremely low, as it has always been extremely low, in particular on things that really matter, like aggressive tax planning, but at the same time it is just in the making. What is good is that the Maltese plan is addressing this issue and has a very high coverage of CSRs. Of course, this accounts to 70% but hopefully it will become 90% or 95% once it has been fully implemented, so in 2026, hopefully we will not be talking about 70% but about 90% or 95%. You can count on us to continue pushing for that number to increase because the coverage of the plan is very promising. Thank you.

THE CHAIRPERSON: Thank you. The Hon. Ivan J Bartolo. 

HON. IVAN J. BARTOLO: Welcome and thank you for being here. I have three areas which I would like to ask about. The first one is about digitalisation. There is a fund of €15 million and here it says that at least 360 companies will make use of it, so if we go for simple mathematics on average, they are going to get €42,000 each. I would like to understand what we really mean by digitalisation. If we are buying some hardware and equipment, in my opinion this will not give us the true value of this fund because the digitalisation which I believe Malta needs at the moment is artificial intelligence (AI) and intelligent automation (IA). This goes for two reasons. The cost base of our organisations, especially of our SMEs, is soaring. There are a lot of reasons why costs are going up, and in fact that is why there is a bit of consensus with regards to the subsidies of fuel and energy. I fully understand and endorse what you are saying as an individual, but the reality is that we need AI and IA to make sure that, first of all, our SMEs increase productivity. 

The other thing which I would like to see through automated processes and automated workflow is the release of certain human resources which can then go through a channel of reskilling and upskilling so that we promote them to have better jobs and better salaries. That is another way of preventing our population from its continued growth, which here in Malta is a huge challenge at the moment.

So, I would like to understand what do we mean by digitalisation, what is the qualification criteria of getting a grant of €42,000 and what type of investment do we expect our SMEs to do to complement that €42,000 because in Malta there are far more than 360 SMEs. They are the main motor of our economy, and they run into thousands, so if every SME had to apply, probably every SME would qualify, but only qualify for a mere €2,000 to €5,000 grant, like what we are doing at the moment for cybersecurity! I do not want to sound negative because it is not the case, but with €2,000 to €5,000 in digitalisation actually it gets you nowhere. So that is my first point, and it connects with what my colleague was saying with regards to the competitiveness because digitalisation is very important both for competitiveness and for productivity. 

My second point is this. When my colleague Dr Beppe Fenech Adami referred to the aggressive taxation, you mentioned transfer pricing and arm’s length trading. To be very frank with you, as Malta is highly populated with SMEs that are operating here in Malta and they would not have their structures overseas, the arm’s length trading and transfer pricing criteria has no value for our SMEs and for our family businesses, but on the other hand, as you know better than I do, there is a scenario where effectively Malta, with another 130 countries all over the world, is doing the amortization of the 15% tax band, which is basically across the patch. Now, for our reasons in the case of Malta, the Government has chosen to postpone that implementation by six years. In fact, we were with the Minister of Finance and his team, which are his consultants, about three weeks ago. So, given that the Government took that decision, … And I’m not saying the decision is right or wrong. This is not the issue which I am trying to put on the table here, but the fact that we are not going to be looking at it for the time being, how will that impact with what you are trying to achieve here as a programme? 

My third point regards transport. You said in a very humble way that you are not an expert in the sector of transport. While you can rest assured that you know more than I do because I know nothing about transport either, there is one thing which I believe you have hit the nail on the head with; and that is culture. However, I would go a step further and go for human nature: “What’s in it for me?” I think we keep throwing money at roads, at buses, at this and at that, but effectively I firmly believe that it is high time - especially on an island like Malta - where the Government properly uses both digitalisation and technology to track how people are getting to work whilst incentiving them through tax credits to use a bicycle. You can track the bicycle rather than track the person. There are many ways of action, but I am not going to elaborate more about the digitalisation implementation. So my last question is: How would the EU look at this suggestion in terms of using such funds to incentivize people rather than putting the money on roads and other things like tax credits? Thank you.

THE CHAIRPERSON: Thank you. The Hon. Cressida Galea. 

HON. CRESSIDA GALEA: Thank you very much for being here. Obviously, this meeting is very interesting because one can understand the progress of the implementation of this plan, which is a very important plan, even for Malta. As you said, it is an ambitious plan, but we are very determined to implement it fully. 

I am a Member of the Economic and Financial Affairs Committee, but unfortunately most of the questions relating to economic growth and how economic growth is linked to this plan have already been made by the Hon. Alex Muscat. So, I just have one very short question with regards to the communication strategies. Your closing statement was in relation to the benefits of such plans, to the importance of communicating such plans as well as to EU funds for the communities and for the citizens themselves. In fact, at the end of the day they are the people who are benefitting from these funds. Is it possible to share with us experiences - if you have any - or feedback of how other member states are communicating such EU funds, and even this plan, with the citizens and the outer communities? Because it is important that we keep on educating and informing citizens of such benefits. We are already doing this, but if we have shared experiences from other member states, I think it would help us to continue progressing in this respect. Thank you. 

THE CHAIRPERSON: Thank you. Any further questions or remarks? (The Hon. Members: No) Then I invite you, Director-General, to make your concluding remarks and any other comments. 

MS CELINE GAUER: Thank you. First of all I fully agree with the Hon. Ivan J. Bartolo that with €15 million we are not even going to start addressing the need of companies in Malta to digitalise, and I also fully agree with him that this is critical for the competitiveness and for the development of these companies, but this is only a beginning and you cannot have it all. You cannot have a plan that is extremely focused on green, to implement this transition concretely and to digitalise as well because the funds are finite. However, this is not the only possibility for helping companies to digitalise. There are two other big avenues that are accessible from the EU; one under the social funds and the other under the research funding, so it is only a little bit that can be added to the rest of the pot. 

With regards to AI and IA, this is also something where cooperation is critical because it is not that each and every company should reinvent the wheel for its own and it is something that goes far beyond the border of just one member state. What does the implementation and to postpone by six years mean in terms of milestones? The answer is “absolutely nothing” because the commitments that have been taken by the country as part of the RRP are fully binding and have to be fully compliant with, irrespective of that provision, so that is good news. 

I fully agree with the Hon. Ivan J. Bartolo even on the remark that he made on transport and human nature. We have a variety of initiatives and solutions across plans in the EU. The Hon. Bartolo asked how does the EU views incentives for citizens. In fact, it views incentives very positively, both for reforms as well as for investment. To give some examples on reforms, I am going to mention the use of corporate cars. In Belgium we have a reform that ensures you phase out and decarbonise the corporate bonuses that are being handed out by the Government. Many countries make large investments for bicycle lanes and for supporting the transition to bicycles, like you do here to incentivize people to use public transport. For example, in Austria with one fixed price ticket you have the possibility to move around the country by train. Okay, this incentive is not directly applicable to Malta, but I am just mentioning some examples which have been of a huge success. There is a possibility to do these types of reforms as part of the next plan because now it is too late for this plan, but it is something that we do encourage. Regarding the term “what’s in it for me” which has been mentioned, I fail to understand what’s in it for people to stay stuck in traffic jams for hours and to lose so much of their lives! So, I think that we can develop incentives for them to use alternative means of transport. 

With regards to how do other member states communicate with the citizens, I have to say that this is something which varies a lot from a member state to another. Spain is one of my favourite examples of this because it has extremely positive communication on the plan. Spain has really taken the plan as its new Marshall Plan since they didn’t get the first one, and they have made the plan coincide with their economic agenda, so this is why it is extremely powerful. In fact, this plan appears very regularly in the communication of the authorities, even at a political level. Every week references are made to the implementation of the plan too because they really use every opportunity to transform their economy, and this is combined with video campaigns. They also put on the media very short, punchy and inspiring video spots to send the message, with very concrete examples, that the plan can make their dreams come true in a tone and in a way that speaks to citizens. 

Then you have the third element, which are the projects. When they are inaugurating projects … For example, when you recently launched the first 30 new electric buses, we talked a lot about this issue because this is a very big thing for the authorities and for the Government. Never miss an opportunity to show citizens what have been achieved, both by your own merit but also by European support. Finally, you have mandatory and legal obligations to have proper signals, flags and communication on all the projects, which I hope is done well.

In my concluding statement I would like to thank you very much for all your questions and your interest. I am happy to engage again and to answer in more detail any questions you have, either from the team who is present today or from the Maltese team based here in Malta. Thank you very much for your time as well as for your interest, and I am looking forward to continue working with you all to make this plan a success and to shape a greener and more competitive economy for Malta. 

THE CHAIRPERSON: Thank you once again, Director-General, especially for your frankness and very positive exchange of views. It is also positive to hear that our country is one of the best in its category with regards to the implementation of the financial programmes. I wish you all the best for the rest of your stay. 
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