Budget Debate at Circolo Gozitano

The President of the Gozo Business Chamber, Mr Joe Grech, was one of the speakers during a meeting held at the Circolo Gozitano to discuss the impact which this year’s budget had on Gozo.

The following is the President’s intervention.

Before seeing what impact the budget will have on Gozo’s economy, it is important to mention the main areas of business and the actual economic situation in Gozo.

One can analyse industry and business in Gozo in four main areas.

These are tourism, which is to be dealt with by the GTA representative, as well as manufacture, construction and retail/wholesale.  Among these enterprises, a large number work for the local market while a small number also cater for the foreign market.

The economic situation in Gozo

All that is taking place in world economies is also affecting the economic growth in the island of Gozo.  The world banking financial crises, the serious realities of the international economies, new technologies, new market conditions and structural changes in world economies have totally changed the environment of business in Gozo.  In fact, the economic situation in Gozo in not so encouraging.

This is confirmed from the recent NSO statistics where it is made clear that Malta’s economy is doing much better than that of Gozo.  In fact, while, in September 2008, Malta registered a decrease of 587 persons from those registering for work compared to the same month last year, the number of person registering for work in Gozo reached 695 which means an increase of 54 compared to September of last year.  This can also be said for wages and the mobility of workers.  It is estimated that, because of the shortage of mobility in the places of work, the wage for the worker in Gozo is about 80% of that in Malta.

These figures show that Gozo is generating a limited number of new jobs as a result of its small size, the accessibility problems and the economics of scale.  This is besides the fact that nowadays Gozo is feeling the need for different abilities from those persons looking for jobs.  Considerable mismatches and underemployments exist in the job market.  While there are 695 persons registering for work, the hoteliers, restaurant owners and persons in the construction sector are complaining that they are not finding workers to fill their vacancies.

Budget 2009

Budget 2009 had to be analysed in this context as well as in the scenario of the international financial crises and turbulent economy which are leaving their negative impact on industry and the general consumer. 

Today we have heard of a deep recession in the United States, China, Japan, UK, and Germany.  The Gozitan entrepreneur has important contacts with these countries, both in imports and exports.  The Gozitan entrepreneur has been caught in a viscous circle where, because of the financial trouble in which foreign banks found themselves, the credit terms which the Gozitan importer used to be offered by his overseas supplier have evaporated while local income from sales of products has decreased drastically in view of the high cost of living, the uncertainty of the new water and electricity tariffs, the economic turmoil and the fear of the termination of jobs.

As a result, orders for imported products are decreasing, with the consequence that profit for the entrepreneur has decreased.  This is happening at a time when the businessman is starting to face new expenses introduced by the budget, like the €4.08 weekly increase for every employee as a cost of living increase (COLA), the high tariffs for water and electricity, the increase in commercial vehicle registration and licences, as well as an increase of 3c per litre of petrol and 2c per litre of diesel which will be going to the Energy Fund.

Sustainable Environment

It seems clear that the aim of the budget is a Sustainable Environment, with a strong emphasis on alternative energy.  It is clear that the giving of energy saving light bulbs, giving a subsidy of two thirds (⅔) of the cost when buying a solar water heater by a family (4500 families), a grant of 50% of the cost when buying a photovoltaic system (200 families) and the grant of 33% of the expenses for the insulation of walls and ceilings as well as for double glazing (1000 families) have more than one aim.  The first aim is for the family to save part of the expenses from the increase of the water and electricity bills so that the spending power will not decrease too much, and the second aim is that these incentives will create more work both to the sellers as well as to those who install them.  This can be said of the scheme where 30%, but not more than €2500, of the global expenses are refunded when one upgrades the house façade which had been built before 1950.  This also refers to what is in the budget about aid from Malta Enterprise and for incentives of tax credits for buying photovoltaic cell systems, as well as the refund of 60% for investing in clean energy.  One has to mention also the refund of 40%, up to a maximum of €1000, to enterprises on introducing Energy Audits.

Projects mentioned in the budget

I now refer to infrstructural projects mentioned in the budget.  I note that no time frames exist and, therefore, these may take longer to complete than expected.  However, let me first mention the projects which have been suggested by the Gozo Business Chamber during pre-budget consultation meetings and which have been included in the budget.  Firstly I mention:

· the building of the Ghadira – Cirkewwa bypass.

· upgrading of the Xewkija Industrial Zone

· the building of an SMEs Park, and

· the radical transformation of the Gozo public transport sector.

Among other infrastructural projects in the budget, one can mention:

· the Mgarr – Victoria road

· the embellishment of Ramla l-Hamra

· the restoration of the Cittadella

· the building of the Victoria Secondary School, and

· the direct help for employing facilitators in private schools to care for children with special needs

However, it is opportune to mention those projects put forward by the GBC but which have not been incorporated in the budget.  These include:

· decrease from individual tax of interest form the Bank for the buying of property which is already on the market.

· doing away or decreasing of stamp duty on property.  This measure to remain in force up to the time the property market recovers.

· creating a Park and Ride service to mitigate traffic congestion and the emission of car exhaust.

· an alternative road round Victoria to lessen vehicles passing through Republic Street.

· the grant to cover expenses in connection with sea transport of manufacture and agricultural goods to remain in force, and also to include transport costs of other products as well.

· keeping of separate statistics for Gozo.

· a positive discrimination scheme should be introduced regarding business and investment in Gozo.

· enlarging Mgarr Harbour to create space for a larger yacht marina, a place for cruise liners, as well as anchoring buoys in various Gozo bays to facilitate and encourage small cruise liners’ visits.

· building an airstrip to take small fixed wing planes to increase accessibility.

· Encouraging e-Gaming and other ICT related services.

Conclusion

To conclude, I have to say that the budget does not refer to the new water and electricity tariffs although these are implied in each project, aid or incentive mentioned in the budget.  The introduction of these tariffs will definitely leave a negative effect on each type of business in Gozo which is already experiencing a decrease in sales.  We are passing through difficult times and I’m afraid that the worst is still coming.  In our case we have to face two challenges.  The first is the impact of the international economic crises and the second is the impact of the higher cost of living and the new tariffs.  We agree that government should not abandon its decision to balance the budget during its legislature, but we cannot ignore the fact that inflation is suffocating the purchasing power of the consumer.

Many of the problems are beyond our control.  However, there is need for us to discuss because there are situations we have to face and controversial decisions which have to be taken.

