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Cover Story

Germany turns 30
Futuristic architecture, a colourful subculture, eclectic cuisine, an intense party 
scene – Berlin is truly one of the open capitals of the world. Walking though the 
vibrant streets today is difficult to picture the high, concrete wall slicing through 
the city until just three decades ago.

The fall of the Berlin Wall in November 1989 was a momentous event, 
not only for the German families that had been torn apart since 
the 1960s, but for the international community too. It took another 
year until East Germany officially joined the Federal Republic on 
October 3, 1990, giving birth to the new city-state of Berlin in the 
meantime.

The reunification of Germany represented the fading out of the 
Cold War and generated a new optimism for multilateralism, which 
until that moment had been held back by the global polarisation of 
the Eastern Bloc and the Western Bloc.

At the stroke of midnight of that historical day, the new Germany 
suddenly became the most populous nation in Europe and its 
biggest economy. Neighbouring Italy and France are reported to 
have raised concerns over this reallocation of power in the region 
while British Prime Minister Margaret Thatcher was strongly 
opposed to the whole idea of reunification. But an undivided 
Germany was, by then, an inevitable social and political process.

The signing of the reunification treaty led to a long period of 
internal stability and prosperity, mostly driven by a grand coalition 
between the social democratic SPD and the Christian democratic 
CDU. Critics cropping up from the left and the right flanks, however, 
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are less keen on the effects of the long-standing arrangement, which 
they see as dangerous ‘neoliberal triumphalism’ that – depending on 
the political standpoint – either flattens national identity or eradicates 
social solidarity.

Although the unified Germany swiftly emerged as a trading giant on 
the world stage, the economic inequities at home have not yet been 
completely addressed. The Annual Report on the Status of German 
Unity this year showed that the economic output of the former Eastern 
states lags the rest of the country by a third. Incomes in these states are 
an average 10 percent lower than then national average whereas the 
unemployment rates remain disproportionately higher.

The German commissioner for the new federal states, Marco Wanderwitz, 
acknowledges that there is still work to be done to correct enduring 
imbalances, but is hopeful that a new generation of industry settling in 
what used to be the GDR will help to fulfil the promises of reunification.
In the 30 years since unification, the country has grown into the 
economic engine of the EU and a determined advocate for the European 
integration. Not only was the new-look Germany an early champion of the 
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euro currency, but in the wake of the pandemic, the Bundesregierung 
put its weight firmly behind the so-called coronabonds, taking the EU 
a stop closer towards a European debt union.

Today, Berlin holds enormous sway in the political direction of Europe, 
and yet, Germans are more likely to consider themselves as European 
citizens than the populations of other member states. 

Germany’s impressive journey from a partitioned country controlled 
by superpowers to a key G7 player is brilliantly personified in 
Chancellor Angela Merkel, the modest scientist from the former 
German Democratic Republic who rose into one of the most respected 
statespersons in the world, stepping in to fill the vacuum of global 
leadership on multiple occasions including the Covid-19 crisis.

The reunification is clearly an ongoing project that requires further 
structural transformations. But the extraordinary achievements 
attained in these first 30 years are reason enough to celebrate this 
important milestone as an international success.
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Editorial

Chain proaction
Some of the most enduring scenes of the coronavirus pandemic involve people battling 
it out over rolls of toilet paper. The images from supermarkets around the world provided 
plenty of material for hilarious memes but they were also an incisive metaphor for the 
fragility of global trade. Business planning is so intertwined with everyday life that when 
people’s routines changed overnight, we were caught with our pants down.

Although probably not acknowledged often enough, the networks 
of supplies that serve our needs and wants reacted with astonishing 
speed to readjust to the new patterns of life. Manufacturers pivoted 
production to roll out paper for domestic use in larger volumes, 
wholesalers reworked their orders, stores cleared their shelves 
and revised their stocks. The toilet roll shortage was forgotten in a 
matter of weeks.

Even more remarkable, is that this amazing turnaround was 
replicated for every other product across every other sector: from 
engine oils to whiteboard markers to cereal bars. The supply chains 
enveloping the earth quickly rearranged themselves to respond to 
the new reality without much disruption for consumers.

But it is not over yet. If the shock of the outbreak rattled commerce 
and consumption, the unpredictability of the recovery is creating 
persistent bursts of instability. The business climate has changed 
for good, but the change itself has still not settled and companies 
are drifting in a state of temporariness even if they have managed 
to steady the ship.
If the global freeze on movement does not present a challenge great 
enough for supply chain management, unease in the international 
community with China – the world’s biggest exporter of goods – 
surely does. 
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The spat with the US is rapidly escalating into a trade war, now 
spilling over into services such as WeChat and TikTok. Meanwhile, 
Beijing is also registering growing tensions with other significant 
regions including Australia, Canada, and Sub-Saharan Africa. Right 
across its south-western border, India is stirring up an effort to 
boycott Chinese imports while voices for ‘supply autonomy’ are 
becoming louder among EU states.

Efficient supply chains developed over decades risk being broken 
with the emergence of a different business environment and 
isolationist tendencies. But these changing conditions themselves 
will generate new opportunities for value creation and innovation; 
smarter supply chains will pave the way for a new equilibrium and 
trust in international trade.

The restroom crisis earlier this year is the nudge we needed to 
radically rethink tomorrow’s supply network. If companies fail 
to raise questions about their supply chain now, all the energy, 
creativity, and investment channelled to cope with the pandemic 
will be resources flushed down the drain.

JESMOND SALIBA
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VAN HALEN DIES OF THROAT 
CANCER AT 65

Eddie Van Halen who, with his 
namesake hard-rock band Van Halen, 
redefined the sound and possibilities 
of the electric guitar in the 1970s 
and ’80s, died on Tuesday at age 65. 
The cause was throat cancer, TMZ 
reports.

TRUMP SAYS NEXT FEW DAYS WILL 
BE “THE REAL TEST”

President Donald Trump said from his 
hospital room on Saturday that he felt 
“much better” but the next few days 
will be “the real test” of his treatment 
for COVID-19, capping a day of 
contradictory messages from the White 
House about his condition.



11

www.corporatedispatch.pro

Corporate
DispatchPro

MOSE FLOOD BARRIER FINALLY 
HOLDS THE WATERS BACK FOR 

FRAGILE VENICE

A long-delayed flood barrier 
successfully protected Venice from 

a high tide for the first time on 
Saturday, bringing relief and smiles 
to the lagoon city following years of 

repeated inundations.

53,000 FLAGS TO REMEMBER 
COVID-19 VICTIMS IN SPAIN

People walk along La Patacona beach 
that is carpeted with a total of 53,000 

Spanish flags to pay a tribute to the 
fatalities caused by the COVID-19 virus 

disease, in the town of Alboraya, eastern 
Spain, on Sunday 04 October 2020.
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THE REAL ‘PICTURE’ OF 
CORONAVIRUS

According to media reports, hospitals 
in Israel are under a lot of pressure 
as the number of people infected 
with the virus continues to increase, 
and most of the recently diagnosed 
coronavirus patients are from the 
ultra-Orthodox sector. Israel is on 
a full three-week lockdown aimed 
to stem a new spike of COVID-19 
coronavirus cases.

INDIA COMMEMORATES MAHATMA 
GANDHI’S BIRTH ANNIVERSARY

People offer flowers to the Mahatma 
Gandhi statue during Gandhi Jayanti 
celebrations to mark Mahatma Gandhi’s 
151st birth anniversary in Bangalore, 
India, 01 October 2020.
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BELGIUM HAS A NEW PRINCESS

A Belgian artist who has fought a 
seven-year legal battle to prove that 

Belgium’s former King Albert II is her 
father secured a literally crowning 

success in court on Thursday when 
she officially became a princess.

CHILD POVERTY LIKELY TO INCREASE 
IN EU AMID VIRUS PANDEMIC

Child poverty has reached an 
“unacceptable” level across the 

European Union, the world’s largest 
trading bloc, a situation likely to worsen 

during the coronavirus pandemic, the 
EU’s external auditor said Tuesday
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WORLD’S FIRST PATIENT CURED OF 
HIV DIES AFTER CANCER RETURNS

Timothy Ray Brown, the first person 
known to be cured of HIV when he 
had a unique type of bone marrow 
transplant, has died in California after 
relapsing with cancer, his partner 
said.

FORMER ROMA CAPTAIN FRANCESCO 
TOTTI VISITS GIRL WHO WOKE UP 
FROM COMA AFTER HEARING HIS 
MESSAGE

Italian footballing legend and former 
Roma captain Francesco Totti has 
visited Ilenia Mellili, the girl who woke 
up from a coma after listening to a video 
messages sent by the soccer star.
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BERLUSCONI TESTS POSITIVE 
ONCE MORE FOR CORONAVIRUS

Tests on former Italian prime minister 
Silvio Berlusconi showed he is still 
positive for Covid almost a month 
after he was admitted to hospital 

because of it. 

22 DEAD AS MILITARY PLANE 
CARRYING AIR FORCE CADETS 

CRASHES IN UKRAINE

A military transport plane carrying air 
force cadets crashed and burst into 

flames near a highway in northeastern 
Ukraine on Friday evening, killing at 

least 22 people on board, officials said. 
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Diplomatique.Expert meets... 

Malta ‘essential partner’ 
in combatting global threats 
US Charge d’Affaires

Malta has recently teamed up with Turkey in an attempt to 
make Libya stable. According to reports, Malta and Turkey are 
in talks to develop a collaboration agreement to fight irregular 
migration. What is the U.S. reaction to this?  
Malta’s strategic position in the Mediterranean at the cross-roads 
between Europe, Africa, and the Middle East, and its membership 
in the European Union underline Malta’s role as one of our key 
international partners in finding solutions to issues of global 
transnational importance, such as weapons proliferation, trafficking 
in drugs and persons, migration, and protecting our borders.  The 
United States government is closely watching the situation in Libya 
and we remain engaged with the Maltese on the plight of irregular 
migrants.  In fact, this was a major theme of the discussions during 
U.S. Secretary of Defense Mark Esper’s recent visit to Malta. 
 
    
Where are we in terms of the war on terrorism and has the threat 
from ISIS and al Qaeda diminished?  
The United States is working with countries around the world 
to combat terrorism through multilateral engagement and 
international organizations.    

We continue to build upon the strong alliances the United States 
has brought together to combat terrorism.  Together, with our 
international partners, we have destroyed ISIS’s physical caliphate 

DENISE GRECH 
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in Iraq and Syria.  We have designated Iran’s Islamic Revolutionary 
Guard Corps, including its Qods Force, as a terrorist organization and 
we continue to work with partners to pressure Iranian proxy forces, 
such as Hizballah.    
 
One of our success stories with the Maltese government is the 
development of the Central Mediterranean Security Initiative (CMSI) 
workshop, launched in 2018, spearheading a regional dialogue on 
counter proliferation and export controls of restricted and dual use 
technologies.  We supported the creation and foster the development 
of the International Institute for Justice and the Rule of Law (IIJ), located 
here in Malta.  The IIJ is a central element of the U.S. commitment to 
provide rule of law-based programs addressing terrorism and related 
transnational criminal activity to justice practitioners.  We are proud 
of the success the IIJ team has achieved and we are committed to 
working with the IIJ and the Maltese government to ensure its 
continued success here in Malta.  
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In recent days we have seen the hostility between two 
Mediterranean NATO members - Turkey and Greece - reach a 
worrying level. What is the American position in view of this 
tension?  
 
We are concerned that disputes between neighbors will create 
opportunities for Russia and others to undermine regional 
cooperation and create friction between the European Union and 
Turkey.  We urge all parties to engage in dialogue, avoid 
confrontations, exercise restraint, and prevent escalation.  The 
United States is concerned about Russia’s destabilizing influence 
across NATO’s southern flank and the Eastern Mediterranean and 
we are committed to working with critical partners to prevent 
destabilization of the Eastern Mediterranean region.   
 
Regional security is one of the cornerstones of our relationship with 
the government of Malta and Malta is an essential partner in our 
common commitment to combat global threats.  We are proud of 
our ongoing collaboration on practical matters, such as enhanced 
security at ports-of-entry, container transshipment, and training 
programs for members of the armed forces, customs, and civil 
protection personnel that keep Malta and the region safe.    

You can say that for most of the Trump administration, Malta 
has been without an American Ambassador. Is this a permanent 
decision or are there plans to have a new Ambassador once 
more in the near future?  
Our diplomatic representation in Malta is at the highest level – that 
of an Embassy.  We hope to welcome a U.S. Ambassador in the 
months ahead.    
 
  

Regional security is one of the cornerstones of our relationship with 
the government of Malta and Malta is an essential partner in our 

common commitment to combat global threats.  
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The U.S. embassy has been vocal about changes they hope to 
see regarding the rule of law in Malta, particularly following 
the murder of Daphne Caruana Galizia in October 2017. What 
changes are you hoping to see regarding rule of law in Malta?  
The United States strongly supports the vital role of a free and 
independent press around the world and condemns those who 
would employ violence to intimidate the press into silence.  We 
continue to call for a thorough, transparent, and timely conclusion 
to the investigation into Daphne Caruana Galizia’s death.  
Accountability, strong judicial processes, transparency, and 
convictions are the best ways to support freedom of expression and 
rule of law, and deter future would-be criminals.  It is not too late 
for Malta to bring all those involved in Daphne Caruana Galizia’s 
murder to justice in a credible manner.  
 
With regards to other rule of law issues, we launched the Financial 
Integrity Forum in April 2019, which includes the participation 
of the Federal Bureau of Investigation (FBI), Treasury, and the 
State Department’s Bureau of International Narcotics 
and Law Enforcement Affairs, and joined forces with Malta to 
counter financial crimes and terrorism finance.   In September 
2019, our Internal Revenue Service delivered a workshop on Criminal 
Investigation: Financial Investigation Techniques.  These are just a 
few examples of our support for the Maltese government’s efforts 
to introduce rule of law reforms.   
  
  
The FATF will review MONEYVAL’s assessment of Malta and make 
a decision on whether Malta gets grey listed or not. The U.S. 
Department of Justice had said that ‘grey-listing is inevitable’ 
but the previous Chargé d’Affaires said there’s still time to make 
the necessary changes. Do you think enough has been done? 
Do you think Malta will be grey-listed?  
We value Malta’s partnership and commitment towards combatting 
money laundering and terrorism financing.  These crimes threaten 
the world’s safety, economic stability, and the integrity of the 
financial system.    
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Currently, Malta faces serious challenges in urgently implementing 
reforms to financial oversight and anti-money laundering 
procedures to avoid greylisting by the Financial Action Task Force 
(FATF), following the Council of Europe’s Committee of Experts on 
the Evaluation of Anti-Money Laundering Measures and Countering 
Financing of Terrorism (MONEYVAL)’s invitation to report back later 
this year after it applied its enhanced follow-up procedures in 
2019.  The MONEYVAL assessment and Financial Action Task Force 
measures are not a political process but rather rigid analytical 
processes, designed to protect the integrity of the world financial 
system.  
 
The Venice Commission outlined clear steps Malta must take 
to demonstrate sufficient implementation of rule of law.  MONEYVAL’s 
upcoming assessment of Malta’s progress in strengthening their 
practical application of its measures to combat money laundering 
and financing terrorism will give an indication of Malta’s success in 
implementing rule of law reforms.     
 
We appreciate the Maltese government’s efforts so far to implement 
Venice Commission recommendations, and we responded to its 
requests for assistance and training to meet FATF requirements.  
We are partners who have an interest in seeing Malta succeed.   
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The U.S. has made offers to help the Maltese government with 
solving the murder of journalist Daphne Caruana Galizia. It had 
also encouraged an impartial investigation into the murder. 
What do you make of Prime Minister Robert Abela’s decision 
to grant a one-time deadline extension until December to the 
public inquiry board looking into Caruana Galizia’s murder?  
 
We welcomed the appointment of a Public Inquiry board, but the 
public inquiry is ongoing and, therefore, I cannot comment on the 
issue.    
 
  
According to the U.S. report on trafficking, the Government 
of Malta does not fully meet the minimum standards for the 
elimination of trafficking. What should the government do? Are 
you happy with new recommendations made by the government 
regarding human trafficking and prostitution reform?  
 
Malta has made progress in several areas in combating human 
trafficking, but rule of law challenges, particularly prosecutions 
and convictions, continue to be a major impediment to 
achieving Tier 1 status.  Broader judicial reforms, as outlined in 
the recommendations of the Venice Commission, are essential 
to making this change, which we continue to support.  We 
also focus outreach efforts on labor exploitation, particularly in 
the construction sector, and integration of irregular migrants.  In 
2018, we awarded a Julia Taft Refugee Fund grant to KOPIN, which 
allowed KOPIN to study the incidence of human trafficking in 
Malta and its impact on refugees.  JRS was the recipient of the 2019 
and 2020 Julia Taft Refugee Fund for projects to improve access 
to fair and stable employment for refugees and asylum seekers in 
Malta, and to enhance autonomy and economic self-sufficiency for 
refugees and asylum seekers in Malta.  We are working with the 
Migrant Women’s Association Malta (MWAM) on a project to assist 
female refugees and asylum-seekers who require increased mental 
health and financial support due to the COVID-19 pandemic.

U.S. CHARGÉ D’AFFAIRES GWENDOLYN S. GREEN
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A supply of optimism
The European surplus of trade in goods swung from €83.5 billion in the first 
quarter this year to €48.9 billion in the second quarter. Official data shows that 
the balance in goods has been on an upward trend for the past few years, both 
intra- and extra-EU. Then Covid-19 happened.

DAVID SPITERI 

Most economic sectors are still trying to find their feet in the wobbly 
terrain of the pandemic world, but supply chains around the globe 
demonstrated their resilience by adapting quickly to the drastic 
change in consumer demand.

The crisis was the unintended trigger that helped supply chains to 
overcome the inertia that held them back from the advantages of 
digitalisation and automated system. Suddenly, the ways of logistics 
seemed stuck in a bygone era of manual processes and cheque-
based transactions. The new social distancing requirements 
finally led to a better way of achieving supply results by optimising 
ordering times and increasing cost-efficiency across the entire 
chain. Government departments and customs agencies around 
the world have also shifted many of their services online, recreating 
an efficient superstructure to facilitate the transfer of goods.

The effects of the outbreak were not equally distributed among the 
global supply chain, though. Some suppliers could not change fast 
enough and shrinking demand in markets such as education or 
the accommodation sector evaporated their businesses overnight. 
Other suppliers, like those serving technology industries or certain 
speciality retail categories, experienced incredible growth. 

Besides individual businesses, the entire structure of global 
supply changed as shipping lines revised their routes and cut 
out destinations that were not considered feasible enough in 
the circumstances. At one point, there was a critical shortage 
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of containers in the EU with many of them blocked inside China, 
where they had converged in January with supplies for the Chinese 
New Year.

Supply chain is not only shaped by demand, but by events and 
consequential decisions, as well. During the height of the pandemic, 
national leader after another stood up to declare they wanted 
‘supply autonomy’ and announced plans to decrease reliance on 
chains with links that extend far beyond their territorial borders.

While every player in the B2C sphere would welcome a shorter, 
less cost-intensive supply chain, fears about the end of global trade 
are likely to be misplaced. Building self-sufficiency in supplies is an 
unviable strategy for any region because the cost of manufacturing 
itself would drive up prices and, ultimately, suck the competitiveness 
out of internal manufacturing. Even with the technological 
possibilities looming on the horizon, the process of globalisation is 
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difficult to reverse to any significant rate and international trade 
will only continue to grow further in the coming decades.

Methods and priorities, however, will continue to transform. If there 
was ever the need to affirm the impact of supply chains on the 
quality of life of people and communities, the Covid-19 epidemy 
delivered that in abundance. Companies are growing more aware of 
their roles in enacting sustainable development programmes and 
supply management is at the core of this urgent need. Attempts 
at greenwashing are still plentiful, but supply chains are steadily 
moving towards more responsible future-proofing models that 
protect natural and human resources, now and in the generations 
to come.

This year offered a pivotal moment for global supply chains. 
Transformations in digitalisation and sustainability that had 
been long-coming, finally found the right opportunity to be 
implemented. Nevertheless, the greatest accomplishment of these 
swift changes is that, as far as end-customers are concerned, there 
was no change at all.

Supply chain is not only shaped by demand, but by events 
and consequential decisions, as well. During the height of the 

pandemic, national leader after another stood up to declare they 
wanted ‘supply autonomy’ and announced plans to decrease 

reliance on chains with links that extend far beyond their 
territorial borders.
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MDB strengthens economic 
presence to support 
business regeneration
The Malta Development Bank (MDB) has over the past few months established 
and maintained a strong presence in the Maltese economy by providing the 
necessary support to businesses during these troubled times. Liquidity has been 
one of the biggest challenges for local entrepreneurs, and by supporting access 
to credit, the MDB is providing a lifeline to these businesses and at the same time 
helping the country’s economic recovery. 

PROF. JOSEF BONNICI

The MDB is now supporting businesses impacted by Covid-19 with a 
portfolio of three mutually supportive facilities.

The first scheme, the Covid-19 Guarantee Scheme (CGS), is a guarantee 
that the MDB is providing to commercial banks so that they can provide 
working capital loans of up to €777.8 million to support all types of 
businesses.  The benefit of the guarantee passes on to the businesses 
in the form of lower interest rates, lower collateral requirements, longer 
repayment periods and a moratorium on capital and interest. 

The second incentive is the Covid-19 Interest Rate Subsidy Scheme. 
This provides a grant of up to 2.5 percentage points on the interest 
payable on the same CGS loan for the initial two years of the scheme. 
The borrower can pay an interest rate as low as 0.1 percent, net of the 
guarantee fee. This instrument, combined with the CGS, effectively 
reduces the cost of borrowing to a negligible level, hence making 
credit both accessible and cheap.

The third instrument is the Small Loans Guarantee Scheme (SLGS), 
which came on stream last month. Principally, the SLGS is a facility 
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designed to support smaller businesses to access credit facilities 
up to €250,000 for working capital purposes. The scheme has been 
purposely designed with the understanding that one of the main 
barriers to finance, especially for start-ups and SMEs, relates to 
difficulties associated with high collateral requirements. The scheme 
addresses this constraint by allowing smaller businesses to source loans 
under the MDB Covid-19 Guarantee Scheme (CGS) without the need 
to provide high levels of soft collateral (personal guarantees). Through 
the SLGS, the MDB provides additional protection to intermediary 
banks and, in turn, banks reduce soft collateral requirements to a 
maximum of 20 percent of the loan value. This scheme provides an 
important additional impetus to SMEs which are the backbone of the 
Maltese economy.

Since banks have valid reasons for asking for additional collateral in 
certain cases, the SLGS is also mindful of the intermediary banks’ 
interest, offering them protection on their credit risks. Additionally, in 
order to ensure the maximum take-up of this scheme, guaranteeing 
that as many businesses share the benefits being made available, 
the MDB has announced that the SLGS will apply retroactively: if a 
business has already concluded loans with participating intermediary 
commercial banks under the MDB Covid-19 Guarantee Scheme, it can 
now apply to renegotiate the previously submitted security under the 
terms of the SLGS.

Since the launch of the Covid-19 response facilities in April, the 
MDB guarantee scheme has now supported over 400 businesses, 
with loan facilities reaching more than €285 million, thus helping 
in safeguarding the jobs of more than 15,000 persons. However, 
we cannot rest on our laurels, and as our Covid-19 fund is far from 
exhausted, we must strive to continue reaching out and supporting 
local businesses. To this end, we encourage local entrepreneurs to 
approach their preferred commercial banks, to seek help and learn 
more about these attractive schemes.  

Covid-19 is a crisis that has shaken the global economy to its roots. 
Through our package of support and revitalisation schemes, the MDB 
is doing its utmost to support the local private sector in restarting 
economic activity. The significant take up so far provides just cause 
for optimism, but our efforts will remain focused to ensure a wider 
participation by local entrpeneurs.
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A THIRD OF ENTERPRISES CONDUCT INNOVATION PROCESSES
Enterprises employing 10 people or more invested a total €175 million 
in innovation activities in 2018, according to data published by the 
National Statistics Office. Just over 70 percent of the expenditure 
was in innovation processes excluding Research and Development 
budgets, while intramural R&D accounted to slightly more than 25 
percent.

Around a third of surveyed enterprises said that they had undertaken 
innovation activities in the three years from 2016 to 2018. Nearly 
52 percent of the 865 enterprises conducted both product and 
business process innovation. More enterprises were engaged in 
business process innovation only (36%) than in product innovation 
only (9%).

Enterprises in the information and communications economic 
sector registered the highest share of expenditure, exceeding €62 
million, followed by the financial and insurance sector (€44.8M)and 
the manufacturing sector (€28.5M).

The construction sector and the real estate sector recorded the 
lowest investment in innovation activities, each at €0.2 million.
One in ten of the surveyed enterprises applied for an intellectual 
property right or licence.
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DROP IN JOBLESSNESS FROM JULY TO AUGUST
Registered unemployment fell by 309 people from July to August but it 
more than doubled from August last year. Data by the National Statistics 
Office shows that the total number of jobless stood at 3.672 in August, up 
from 1,645 in the same month 2019.

The figure, however, represents a 13 percent decrease from the previous 
month. In July 2020, registered unemployment stood at 3,981, a sharp 
rise from 1,654 in the same month last year. Both July and August 2019 
reached lower joblessness levels than the annual average.
The year-on-year increase recorded in August 2020 remains smaller than 
that registered in July 2020. 

Unemployment decreased across all age groups from July to August, 
but the biggest fall was observed in the under-20 age bracket (-12.9%) 
followed by the 25-29 age group (-11.6). The narrowest decrease was seen 
among people over 65 years (-5.6%). This age group had the highest 
number of jobless, at 1,444. At the other end, there were 197 people under 
20 years in registered unemployment.

Joblessness decreased among both women and men month-on-month, 
falling from 1,432 to 1,315 among the former and from 2,295 to 2,129 
among the latter.
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PRODUCER PRICES DECREASE FROM JULY
The Industrial Producer Price Index in August fell by 1.00 percent, 
following an increase of 0.93 percent in July. Figures by the 
National Statistics Office indicate a drop across all categories, 
with a 2.24 percent decrease in intermediate goods, 0.41 percent 
in capital goods, and 0.04 percent in consumer goods. The energy 
sector remained stable.

Compared with August 2019, the Index rose by 0.46 percent, 
driven by a rise in consumer goods (+1.74%) and capital goods 
(+0.48%). Intermediate goods, on the other hand, fell by 0.29 
percent over the same period while no change was observed in 
the energy category.

Industrial prices in the domestic market grew by 0.01 percent 
month-on-month and by 1.56 percent year-on-year. In both cases, 
consumer goods recorder the biggest gains with an increase 
of 0.03 percent compared with July 2020 and of 5.12 percent 
compared with August 2019.

Non-domestic prices decreased by 1.64 percent from the previous 
month and by 0.24 percent from the year before.
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INCOME TAX REVENUE DOWN BY A FIFTH SO FAR THIS YEAR
Government revenue for the first eight months dropped by more 
than 20 percent compared to the same period last year. Figures 
by the National Statistics Office show that between January and 
August, the Government’s Consolidated Fund stood at €2,542.8 
million, down from €3,190.2 million in 2019. Total expenditure rose 
by 16.3 percent to €3,611.1 million this year.

Increases were recorded under Fees of Office (€30.6 million), 
Miscellaneous Receipts (€29.9 million) and Dividends on Investment 
(€4.0 million). On the other hand, Income Tax fell from €1,071.2 last 
year to €835.9 this year – the largest drop among recurrent revenue 
categories.

Decreases were also experienced in Value Added Tax (-€177.3 
million), Grants (-€84.6 million), Customs and Excise Duties (-€84.5 
million), Social Security (-€72.8 million), Licences, Taxes and Fines 
(-€59.8 million), and Reimbursements and Rents (both -€7.7 
million).

Capital spending by the government rose from €313 million in 
2019 to €525 this year, driven mainly by €213 million in investment 
incentives.
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FINANCE AND INSURANCE INDUSTRIES DOMINATE 
FDI IN 2019
Foreign Direct Investment flows in Malta stood at €3.275 billion in 
December 2019, down from €3.362 from December 2018. Figures by 
the National Statistics Office, however, show that the stock position 
of FDI registered an increase, rising to €187.9 billion during 2019 from 
€179.3 billion the previous year.

Financial and insurance activities enjoyed the lion’s share of total 
FDI with 87.5 percent. Compared with 2018, however, the combined 
contribution of these areas fell from €2.929 billion to €2.865 billion. 
On the other hand, FDI in Information and Communications activities 
grew by more than 50 percent to reach €123.4 million while investment 
in Transportation, Accommodation, and Real Estate services grew 
from €130 million in 2018 to €186 million last year.

Direct Investment flows abroad grew by €20 million year-on-year to 
reach €6.390 billion in 2019, while the stock position decreased by €1.0 
billion over the same period to settle at €59.5 billion.

More than 99 percent of the investment outflow was in financial and 
insurance activities, reaching €59.1 billion, down from €60.2 billion the 
year before. FDI abroad rose to €133.8 billion at the end of December, 
significantly up from €10.6 billion twelve months earlier. 
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Who’s fighting in 
Nagorno-Karabakh, and 
why does it matter?
Fierce fighting has broken out between Azerbaijan and its ethnic 
Armenian enclave of Nagorno-Karabakh, a new and dangerous 
eruption of a decades-old conflict.

MARK TREVELYAN VIA REUTERS

WHERE AND WHAT IS NAGORNO-KARABAKH?
It’s a mountainous, forested patch of land that sits inside 
the territory of ex-Soviet Azerbaijan and is recognised under 
international law as part of that country. But the ethnic 
Armenians who make up the vast majority of the estimated 
150,000 population reject Azeri rule. They have been running 
their own affairs, with support from Armenia, since Azerbaijan’s 
troops were pushed out in a war in the 1990s. A ceasefire was 
agreed in 1994 but at least 200 people were killed in a violent 
flare-up in 2016. Nagorno-Karabakh survives almost totally 
on budget support from Armenia and donations from the 
worldwide Armenian diaspora.

WHY HAS FIGHTING BROKEN OUT NOW?
Tensions between the two sides have been building over the 
summer, and spilled into direct clashes on Sunday. The timing 
is significant because the outside powers that have mediated 
in the past - namely Russia, France and the United States - 
are distracted by the COVID-19 pandemic, the upcoming U.S. 
presidential election and a list of world crises from Lebanon 
to Belarus. Lower-level clashes in July prompted only a muted 
international response. Turkey, which held large military 
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exercises with Azerbaijan in July and August, has been even 
more conspicuous in its support compared with past crises. 
Turkish President Tayyip Erdogan said on Monday that Ankara 
would stand by Azerbaijan “with all its resources and heart”. 
He did not directly address whether Turkey is supplying the 
Azeri side with military experts, drones and warplanes, as 
Armenia has alleged and Azerbaijan has denied.

WHAT ARE THE RISKS?
Past outbreaks of fighting have killed some 30,000 people 
since 1988. Already dozens have been killed and several 
hundred wounded in the latest flare-up. Olesya Vartanyan, an 
analyst with Crisis Group, said Monday witnessed an increase 
in deployment of heavy weaponry such as rockets and artillery, 
bringing a higher risk of civilian casualties that would make it 
harder to pull the two sides back from all-out war. That in turn 
could draw in other powers such as Turkey and Russia and 
destabilise the South Caucasus region, an important corridor 
for pipelines carrying oil and gas.

WHAT COULD STOP THE FIGHTING?
Several countries, including Russia and China, have called for 
a halt to hostilities but so far without any discernible impact. 
Russia potentially holds the key: it has a mutual defence pact 
with Armenia and a military base there, but also enjoys good 
relations with Azerbaijan and has no interest in the conflict 
spreading. 

If its diplomacy succeeded, Moscow could earn kudos for 
ending the fighting at a time when it is under intense 
criticism on other fronts, including over its backing for Belarus 
President Alexander Lukashenko after a disputed election 
and over the poisoning of Russian opposition politician 
Alexei Navalny in Siberia last month, which Germany says 
was carried out with a nerve agent. President Vladimir Putin 
spoke by phone to Armenian Prime Minister Nikol Pashinyan 
but it is not yet clear if he has attempted to talk to Azerbaijan’s 
President Ilham Aliyev.
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Recovery & Resilience Facility

ECONOMY

The aim of the facility is to provide large-scale financial support for 
reforms and investments undertaken by member states, to mitigate 
the economic and social impact of the Covid-19 pandemic and to make 
the EU economies more sustainable, resilient and better prepared for 
the challenges posed by the green and digital transitions. It would 
offer a mix of grants (€312.5 billion) and loans (€360 billion) to member 
states.

The proposal for a regulation establishing this instrument has been 
discussed intensively within the Council during the past few months. 
Ministers exchanged views on the outstanding issues, including 
governance, control systems and the challenges to be addressed in the 
recovery and resilience plans to be submitted by member states with a 
view to receiving RRF support.

The political agreement reached will be formalised by the Permanent 
Representatives Committee as a mandate for negotiations with the 
European Parliament. The Council’s position will guide the presidency 
in negotiations with the Parliament, which the presidency aims to 
conclude as soon as possible.

European Economy and Finance Ministers reached a political agreement on the Recovery 
and Resilience Facility (RRF), the main instrument of the €750 billion recovery package 
negotiated by EU leaders in their meeting between 17 and 21 July.

KEITH ZAHRA
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MEPs defend rule of law

RULE OF LAW

MEPs warned in two plenary debates on 5 October 2020 that European 
values are in danger and said EU funds from the long-term budget and 
the recovery plan should not be put into the hands of those working 
against democracy and fundamental rights in Europe.

MEPs called for reinforcement of the rule of law across Europe through 
a new mechanism as well as effective sanctions on EU countries found 
to be in violation. They also called on the EU institutions to agree on 
clear rules linking receipt of EU funds by a member state to respect 
for the rule of law. The EP proposal envisages that the Commission 
may suspend or reduce payments from the EU budget to a member 
state in breach of the rule of law. The Council would be able to veto the 
Commission’s ruling by a qualified majority.

Rule of law deficiencies in Member States mean EU funds may be used to 
undermine European values and in such a context, MEPs are demanding new 
tools to tackle the problem.

KEITH ZAHRA
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Plastic packaging waste: 
EU needs to boost recycling 
to achieve ambitions 

ENVIRONMENT

The scale of the challenge facing the Member States should not be 
underestimated, however. New and more accurate recycling reporting 
rules and a tightening of plastic waste export rules will reduce the EU’s 
reported recycling rate. Concerted action is thus needed to get the EU 
to where it wants to be in just 5 to 10 years’ time, the auditors say.

Packaging alone, such as yoghurt pots or water bottles, accounts for 
about 40 percent of plastic use and over 60 percent of plastic waste 
generated in the EU. It is also the type of packaging with the lowest 
recycling rate in the EU (slightly over 40%).

To address this growing waste problem, the European Commission 
adopted the plastics strategy in 2018, which included updating the 
1994 Packaging and Packaging Waste Directive (PPWD) and doubling 
the current recycling target to 50 percent by 2025 and even 55 percent 
by 2030. Reaching these targets would be a significant step towards 
achieving the EU’s circular economy goals.

There is a significant risk that the EU will not meet its plastic packaging recycling targets 
for 2025 and 2030, according to a review by the European Court of Auditors (ECA). The 
update of the legal framework for plastic recycling in 2018 reflects the EU’s increased 
ambitions and could help boost recycling capacity. 

KEITH ZAHRA
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ENLARGEMENT

KEITH ZAHRA

EU assesses reforms
in Western Balkans and Turkey

EU High Representative for Foreign Affairs and Security Policy/Vice-
President of the European Commission, Josep Borrell, said: “The citizens 
of the Western Balkans are part of Europe and they belong in the 
European Union. Today’s reports on the Enlargement Package provides 
a rigorous assessment that indicates the way forward, highlighting 
what has been achieved and where there is still hard work to be done.”

The Commission maintained that the firm and merit-based prospect of 
full EU membership for the Western Balkans is in the European Union’s 
very own political, security and economic interest. On the other hand, 
while describing Turkey as a key partner, the Commission said that 
this country has continued to move further away from the European 
Union with serious backsliding in the areas of democracy, rule of law, 
fundamental rights and the independence of the judiciary.

The European has published in-depth assessments of fundamental reforms 
taking place in the West Balkans and Turkey while presenting clearer and more 
precise recommendations and guidance on the next steps for those partners, in 
line with the enhanced enlargement methodology.
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UK housing crisis needs 
a well-aimed bazooka
The UK housing market could do with a well-aimed bazooka. Prime Minister Boris 
Johnson wants to help 2 million Britons buy their first home, he declared in a 
speech on Tuesday. The danger is that he makes properties even costlier while 
leaving taxpayers exposed to losses.

NEIL UNMACK VIA REUTERS BREAKINGVIEWS

Pretty much every British prime minister in recent decades has 
tried to fix the country’s lopsided housing market. The United 
Kingdom builds too few new properties – the number of houses 
completed last year was about the same as in 2007 - and they 
are out of reach for younger buyers. Those problems are now 
compounded by the shocks of Brexit, and the Covid-19 crisis. 
Fiddling with the mortgage market is a relatively quick place to 
start.

Perhaps the least expensive solution, hinted at by Johnson in a 
recent interview, is to unpick post-crisis reforms that require banks 
to test borrowers’ ability to repay home loans even at much higher 
interest rates. That would in turn allow banks to make bigger loans 
- Johnson suggests 95% of the property’s value - making it easier 
for new buyers to get on the housing ladder.

Scrapping affordability checks altogether looks like a risky move. 
During the financial crisis, the government was forced to rescue 
banks that had made large mortgage loans. Moreover, tweaking 
the rules may not be enough to persuade banks to bring back 
95% mortgages. These products also incur higher capital charges 
because they would leave banks nursing greater losses in a crisis.
A more subtle idea is to persuade banks to make very long-dated 
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mortgages at fixed interest rates, and then selling those loans to 
investors seeking long-dated returns, such as pension funds. Yet 
this market is untested.

The quickest fix would be for the government to step in by providing 
guarantees. Under Johnson’s predecessors, David Cameron and 
Theresa May, the British government guaranteed over 270,000 
“Help to Buy” mortgage loans in which the government takes the 
risk on the most vulnerable slice of a 95% mortgage.

Like all government interventions, “Help to Buy” can push up 
house prices. Therefore, any new mortgage subsidy will have to 
go hand in hand with a substantial house-building programme. 
Ideally, cheap loans would only be available on new properties. 
That would make it harder for Johnson to achieve his 2 million 
target, but it could still be a step forward.
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Big Oil’s green rush needn’t 
inflate a big bubble
Big Oil has some big numbers to back its renewable energy ambitions. France’s Total 
is now aiming for 35 gigawatts of wind and solar capacity by 2025, following BP’s 
recently announced goal of 20 GW. With deep-pocketed interlopers pouring more 
and more money into green projects, the question is whether there are enough wind 
farms and solar parks to go around, and at what price.

The initial numbers give some cause for concern. Incumbent 
utilities like Enel, EDP and Iberdrola have 200 GW of wind turbines 
and solar panels, against gatecrashing oil majors’ 14 GW. But that 
will change quickly, with BP and Total pledging to spend $5 billion 
a year between them on renewable energy over the next five years. 
Royal Dutch Shell has yet to say, but could at least match BP’s $3 
billion annually. As banks will lend up to 70% of a project’s value, the 
three majors’ commitments of perhaps $40 billion over five years 
could unleash $133 billion of new investment.

A bubble is possible. Offshore wind projects can take years to 
plan and still fall through. Looming green targets may compel BP 
and Total to pay top dollar to buy up pre-existing projects, while 
competing also with infrastructure investors with lower return 
hurdles. BP paid a punchy $3 billion per GW for a stake in an Equinor 
offshore wind venture last month.

The oil majors have ways to manage the bottleneck. BP only has 
to sign off its 20 GW of projects by 2025 rather than have them up 
and running, giving it some leeway. They could also invest heavily in 
solar, which is quicker to scale up than offshore wind.

GEORGE HAY VIA REUTERS BREAKINGVIEWS
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The bigger safety valve is the sheer amount of green energy required 
to decarbonise the world by 2050. The planet would need 31,000 
GW of wind and solar by then, according to the Energy Transitions 
Commission. To get there, the world’s installed capacity of 1,400 
GW in 2020 would need to grow nearly 11% a year, equivalent to an 
average increase of 1000 GW, costing $1 trillion every year, according 
to Breakingviews estimates. Unless the world falls miles short of 
this, the oil majors’ pledges look pretty puny.

Looming green targets may compel BP and Total to pay top dollar to 
buy up pre-existing projects, while competing also with infrastructure 

investors with lower return hurdles. BP paid a punchy $3 billion per GW 
for a stake in an Equinor offshore wind venture last month.
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Italy payments deal trades 
value for state power
The Italian state has planted its investment flag in another important industry. Local 
payments group Nexi’s all-share deal to buy state-controlled Sia will create a 15 billion 
euro domestic champion ready to expand abroad. Sovereign wealth fund Cassa 
Depositi e Prestiti, which will own 25% of the combined group, appears to be trading 
value for future board influence.

The payments industry is in the middle of a consolidation frenzy 
as the pandemic accelerates a shift towards digital transactions. 
Absorbing Sia will help Nexi boss Paolo Bertoluzzo close the gap with 
rival Worldline. The French group is worth 13 billion euros but in the 
process of completing its 8 billion euro takeover of Ingenico.

Nexi’s deal will also strengthen its grip on the Italian market, 
where digital payments account for a smaller proportion of total 
transactions than in other European countries but are catching up 
quickly. The two players are complementary. Nexi is more focused on 
serving consumers and businesses, while Sia concentrates more on 
institutional clients such as the public sector and central banks.

Nexi’s offer values Sia’s equity at around 4.6 billion euros, for an 
enterprise value of 5.6 billion euros after including the company’s net 
debt. That’s about 20 times Sia’s EBITDA last year, in line with Nexi’s 
current valuation of 21 times, according to Refinitiv data. But the 
multiple falls to less than 14 times EBITDA after factoring in expected 
annual synergies of around 135 million euros a year.

What CDP is giving up in value it is gaining in terms of governance, 
however. Even though it will own just a quarter of the combined 
group, the state investor has negotiated the right to appoint up to 

LISA JUCCA VIA REUTERS BREAKINGVIEWS
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six of Nexi’s 13 board members. As Nexi’s private equity owners 
gradually sell down their 23% shareholding in the enlarged 
company, CDP will cement its influence.

The payments deal is the latest in a string of actual or potential 
investments by CDP into sectors ranging from telecommunications, 
stock exchanges and motorway infrastructure. It’s a fresh market 
test for Rome’s growing appetite to sink its claws into industries 
the government deems key to the Italian economy.
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