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BOX 2: THE IMPACT OF THE COVID-19 PANDEMIC ON THE MALTESE 
LABOUR MARKET1

Despite the sharp decline in economic activity in the first three quarters of 2020, the Mal-
tese labour market has shown a high degree of resilience. Indeed, employment levels were 
not only sustained when compared with those prevailing in 2019, but despite the pandemic, 
the number of jobs still increased in 2020. Despite the sharp drop in GDP during the first 
three quarters of 2020, employment grew at an average rate of 4.3%, when compared with 
the same period of 2019. While fiscal support in terms of the wage supplement scheme and 
other schemes to support liquidity have been fundamental in protecting jobs during such 
an unprecedented economic shock, the Maltese labour market did adjust to the declines 
in economic activity levels. The shutdown of non-essential services during April and May, 
travel disruptions, as well as lower foreign demand, meant that many workers – while still in 
employment – were unable to work as much as they used to before the pandemic. Indeed, 
total hours worked registered an average annual decline of 7.4% during the first three quar-
ters of 2020, when compared with the same period in 2019. This is the sharpest contrac-
tion on record in total hours worked as declines surpass those in both the dot-com crisis in 
the early 2000s and the Global Financial Crisis of 2008/2009. The largest annual decline 
in both hours worked and GDP was registered in the second quarter of 2020, which is the 
period most affected by the containment measures. Quarter-on-quarter adjustments show 
that total hours worked recovered somewhat in the third quarter although they remained 
well below their levels in the corresponding quarter of 2019.

In Malta, it is not uncommon for hours worked to react more strongly than employment 
levels following drops in economic activity. Chart A outlines employment developments in 
Malta since 2008, which includes the contraction in 2009, and that in 2020. During 2009, 
Malta’s GDP growth declined by 1.1%, while employment remained at broadly the same lev-
els as those during 2008. 
At the same time, total 
employment hours grew 
by 0.3%. Employment 
hours declined in 2010 
and 2011, despite some 
recovery in employment 
growth. This suggests 
that Maltese firms, sup-
ported in part by govern-
ment intervention, tend to 
prefer reducing the hours 
worked rather than laying 
off workers.

With regards to unem-
ployment, this tends to 

1   Prepared by Abigail Marie Rapa, senior economist in the Economic Analysis Department.
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Chart A
EMPLOYMENT DEVELOPMENTS IN MALTA
(annual percentage changes)
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be somewhat more in 
sync with the business 
cycle, but the reaction is 
also muted by the rela-
tively low response in 
headcount employment 
during recessionary peri-
ods (see Chart B). During 
the 2009 recession, the 
unemployment rate rose 
from 6.0% in 2008 to 
6.9% in 2009. Similarly, 
the unemployment rate 
rose from 3.5% in 2019 
to an average of 4.1% 
in the first three quarters 
of 2020. Looking further 
into the age decomposition of the unemployment rate, the largest increase was registered 
among those aged between 15 and 24. This means that although the wage supplement 
scheme was successful in supporting jobs, the pandemic might have affected somewhat 
the demand for new recruits, who may also have been among the first to be laid off. As a 
result of the simultaneous rise in both employment and unemployment, the participation 
rate in Malta has increased in the first three quarters of 2020 when compared to the cor-
responding period of 2019.

Comparison to the euro area
Employment dynamics in the euro area tend to be more responsive to cyclical changes 
than those in Malta (see Chart C). Indeed, during the Global Financial Crisis, both employ-
ment growth and total employment hours declined sharply, but the latter dropped more 
strongly than the former. 
This implies that the euro 
area labour market tends 
to adjust in both employ-
ment levels and hours. 
With regards to 2020, 
there is a much stron-
ger divergence between 
employment growth and 
hours. During the first 
three quarters of 2020, 
employment growth in 
the euro area declined 
by just 1.7%, while hours 
worked fell by 8.4%. The 
much sharper adjustment 
in hours during the 2020 
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Chart B
UNEMPLOYMENT RATE AND LABOUR FORCE PARTICIPATION
(percentage point; per cent)
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Chart C
EMPLOYMENT DEVELOPMENTS IN THE EURO AREA
(annual percentage change)
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recession reflects the 
nature of the current cri-
sis. Similar to the devel-
opments in Malta, gov-
ernment support in terms 
of job retention schemes 
has been unprecedented 
also in the euro area. In 
addition, due to the shut-
down of business during 
lockdown periods, as well 
as due to the impact of 
forced quarantine to stem 
the spread of the virus, 
hours worked in the euro 
area dropped sharply.2

Forecasting employment dynamics for 2020-2023
In view of the dynamics of headcount employment and employment hours during 2020, 
developments between these two indicators are expected to diverge over the forecast 
horizon (see Chart D). GDP growth in 2021 is projected to increase by 5.0% following the 
projected decline of 8.2% in 2020. It is then estimated to rise to 5.5% in 2022 and deceler-
ate to 4.7% in 2023.

On the other hand, employment growth is projected to increase by just 0.5% in 2021, which 
implies a slowdown from the estimated increase of 2.4% in 2020. Total employment hours 
are expected to rise by 0.5% in 2021, after an estimated decline of 2.5% in 2020. In 2022, 
employment growth is expected to rise by 2.2%, a much slower recovery than that envis-
aged for GDP. On the other hand, total employment hours are projected to rise by 5.3%, 
driven by an increase in both headcount employment levels and a return to more historical 
working hours. 

Finally, employment is set to rise further by 2.7% in 2023, still significantly below the projec-
tion of GDP growth, as firms continue to recuperate recent losses in productivity. Moreover, 
average hours worked are projected to return to historical levels in 2023, and hence, total 
employment hours are projected to rise by 3.4%.

2   See ‘The Impact of the COVID-19 pandemic on the euro area labour market’, ECB Economic Bullettin, Issue 8/2020, pp. 
105-127.
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Chart D
PROJECTED EMPLOYMENT DEVELOPMENTS IN MALTA
(annual percentage change)


