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As 8 result of the rundown in Service expenditure, sn
apprecisble number of Service femilies heve slready left the
Island snd it 1s likely thst many more will lesve befare very
long.

2. This exodus hes crested s vold which is elready
@ffecting the economy of the Iglend =nd csusing serious herd-
ahip to verious esections of the community. Those directly
hit sre importers, shop-owners, the lsbour merket in generel
in its verious strets snd, perhspe more then snybody else,
meny property owners who used to lesse furnished snd unfurnished
sccommodeation to Service fanilies. The Government itself would,
in the long run, experience s serious loss of Customs revenus oOn
conaumable gooda end other sarticles which will not be s much in
demsnd ea in the psst.

3. The =economic woid brought ebout ee 5 result of the
departure from kslte of Service personnel snd their families
could be filled in by etirseting to the Island persons of
independent income snd pensioners from the United Kingdom snd
elsewhere who ere finding 1t Aifficult to live in their own
countries becsuse of the inrtsds which tex on income mskes on
thelr esrnings or pension =nd who would be prepered to teke up
residence in kelts if exemption from the peyment of income tex
were granted to them here. It should be stressed thet, if this
propoesl ia sdopted, the ksltis Jovernment would not experience
8 loss of income tex revenue 85 these people cennot be prevailed
upon to take up residence in kelte unless the concession
suggested 1s offered.

L. On the other hand, the benefits which would eccrue to
the Nationel Sconomy if enough people could be sttracted to
reside end spend their imported income in ¥elte sre very reel.
These "wvisitor residents", 28 they msay be described, could
teke on lesse more then L,000 furnished =nd unfurnished dwellings
which sre graduslly becoming sveileble, provide direct end in-
direct employment snd, becsuse they would spend the grester part
af their income in Melts, would relieve the economic pressure
which the sudden deperture of the Services hss brought sbout.
The demsnd for sccommodstion would, furthermore, give e new
lesse of 1life to the building industry.
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5. The following is only & rough indicstion of
economic effects which the implementstion H m
described in pere. 3 will bring sbout. The figures quoted
in this persgrsph end in subsequent persgrsphs sre based :
on sversge resulte of studies on "visitor expenditure" in
ten countries. lMoney spent by visitors end in this
particulsr cese by "resident visitors" continues to .
eirculste throughout the ecconomy, to change hands snd to '
be epent snd respent. In the studies referred to above,

the initiel expenditure "multiplied" from 3.2 to 4.5 times.

It would, of course, be necessory to exemine s detailed

model of the typicsl tronssctions in Msltis over one year

to errive et & correct multiplier in the csse of expenditure

by the type cf "resident visitor" it is poseible to sttrsct,

but it is not likely thst this figure would be below the

lower limit quoted sbove or, sny, three times - 1l.e. esch

£1 spent would creste & Netionel Income of £3 (=).

6., It is ressoncble to essume, furthermore, thet it
would be poesible to sttrsct to Vnlts "visitor residente"
with sn income (before tox) rsngine between £800 snd £1,200
per snnum - sn average of £1,000, Although different
categories of visitor expenditure multiply to different
extents, the following tsble represents s fmirly typlcsl
sllocetion of visitor expenditure =pd "pultiplicetion" in
each cstegory:

Beaed on sn expenditure of £1,000 per snnum

Multiplieation
by the end of [kultipliecstion
Cetegory of Spending Amount one yesr Rete
Accommodation £130
Domestic Service 120 £250 £ 854 J.u2
Food & Drink 320 1054 F.28
Purchases 250 787 315
Amusements =nd
enterteining 100 336 3.37
Locel Trensport 50 153 3,06
Sundries 30 20 3.00
£1,000 E3,2T4 3.27
[®) Principel Goverrment Ststisticisn is of the opinion
thet the multiplier fector in Melte 18 2.5
---f?---
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7. It emerges from the report on the 1957 Census of
Populstion snd Housing in the Msltese Islsnds thet there
were then 3,857 households with pon-Meltese hesds living
in furnished flsts or houses snd 706 renting unfurnished
sccommodetion. It would be feir to sssume thst the number
of furnished dwellings hes incressed since 1957 - but even
if eslculstions were besed on the 1957 figures snd on the
sversge rentsl velue then obtsining, 3,857 furnished flests/
/housee represent » potentis=l income of £L93,696 or
epproximstely £dm. Foyments for sccommodstion snd domestic
service slone would, therefore, eccount for sn expenditure
of £714,250, which represents r contribution of approximstely
E24m to the NKetionsl Economy.

8. It should sleo be pointed out thet the “merket"
for the "product" offered is, =8 sisted esrlier on, "persons
of irdependent income ernd pensioners" who would be prepsred
to live in Meltr meinly beceruse cof the income=-tex conesssion
it is proposed to oiler; but kelte hes sn edge on other
countries offering m similer concession becsuse of ita
eguerble climnte, its geogrephic pesition snd ite low cost
of iiving comprred to thet obisining in the Unlted Kingdom.
Furthermore , Melts belongs to the Sterling Ares snd the
trensler of funds from the United Kingdom 18 not, therefore,
subject to control or restrictions. Apert Irom the United
Kingdom market, however, it would slso be possible to stiract
expetristes oend others from the ex=Oolenisl Territories of
Africe who would loathe to frce the rigours of the British
alimste pfter living for yesrs nnd yerre in treopicel ond
gub-tropicel countries.

9. Most of the people indierted sbove might hoave
relativos in the United Fingdom =nd it is Tair to assume
that, even more than in the cree of Service frmilies, they
would generste en npprecisble "short stoy" visitor traffic
to the Islsnd during the tourist serscn end st intervsle
during the off-peck pericd.

1C. If the spim is to £ill in the economic void brought
sbout by the Service rundown, then the purpose of the
exercise would be to sttrect spproximetely four thoussnd
couples for whom suiteble sccommodrtion either is resdily
aveilable or could be made svailsble within e relstively
short time. Four thousend households, erch spending on
an sversage £1,000 per =nmum would put £12m into the economy
of the Islend. To this should be sdded the expendlture
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which visiting relstives snd friends would incur on the
Islsnd. Hsving regerd to verious factors, it is not
poseible to quote s figure to represent this cstegory of
spending motiveted by the presence of "visitor residents"
on the Islend, but this sdditionsl benefit could be =
significent recurrent income.

11, S8imilsrly, it is not possible st this stsge to
indicete the extent of tex revenues sccruing to the
Government Irom sll the sbove-mentioned sources, because
it would be necessnry to study whet tex elements erise
et every stege st which the initisl morey spent by
"visitor residents" =nd others is pessed on. However, in
the ten countries referred to errlier on in this memorsndum,
it hms been estrblished thet the tex revenue obteined from
"vieitor expenditure" wes eguivelent to 10 per cent of the

Nationnl Income crerted, Thue, if the multiplier effect
is 3, the tex revenue on £1,000 spent would be £300 (10%
of 81,000 x 3§).

12. To estimnte the benefits on wsge earmers or the
"Job snd wege ecrerting effect", it 1l necessery to =sBeas
how much of the Nntionrl Income crested by wisitor expen-
diture goeg into weges. In countries which produce mosat
of the consumeble goods reguired internally, the woge
element could be r2 high na S547. In Krlts this might be
lower, but the percantepge figure could still be an
fmpreseive one.

13, It is, therefore, propesed that the Income Tex
Law be rmended to grent exemption on the imported income
of residents of the United Kingdom snd elsewhere who,
having been grsnted permission to reside in Melts sctuelly
live on the Islsnd for » period of not less then nine
months in srny one celsndar yersr. 1t is elso proposed that
resldence permits should be grented only to spplicants
who (a) on their declerstion ere considered to possess en
independent income =and wheo, s8 s result, will not become e
burden to the Stets, (b) undertske not to exercise their
profeesiona, teke up eny employment or give esny service
for which peyment in cesh or in kind is mede in Kelts,
unless any peyment mede in Melte is due from sources sbroed
or in respect of services, geins from investments or the
exercise of certsin professions specificslly sllowed under
the law (writers, psinters, &c.).
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before the promulgetion of the M

suggested in pars. 13; end

(b) the netionsls of sny country who, st sny time
before the promulgstion of the proposed
emendment, heve lived on the Islsnd for five
yesrs or more.

15. Hon. Ministers sre rcqucsted to state whether
or not they sgree with the proposel.

18th January, 1963.
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