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Foreword
This report highlights the insights
obtained by TradeMalta in a
profiling study of a number of
private companies operating
in the manufacturing sector.
This study is one of a series of sectorspecific studies which aim to uncover
the international orientation of
companies operating within sectors
that TradeMalta considers to be key
to Malta’s economic wellbeing. The
overall objective of these studies is
to identify the countries and regions
which companies operating within
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these key sectors target and identify
the main obstacles they face when
they come to access international
markets. This information will enable
TradeMalta to tailor its support
services to the needs of each sector
with greater impact and effectiveness.
The study was conducted in the
second half of 2016. A questionnaire
was distributed among 120 nonfood manufacturing companies in
Malta, known by TradeMalta to be
interested in exporting. Thirty-one
companies completed the survey.
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Characteristics of the sector
Ownership
Nearly three quarters of the sampled
companies were wholly locally
owned; just under 20% were foreign
owned and 6.5% were of mixed
ownership. FDIs were pre-screened
and companies that do not actively
seek export markets via their Malta
office were omitted from the survey.
Despite such vetting, the proportion
of foreign owned companies in the
manufacturing sector is still high when
compared to the ownership structure
within the three sectors on which
TradeMalta has conducted studies
to date, namely Food and Beverage,
ICT and Training & Education.
Years in business
Fifty-seven percent of the respondents
said that their company was formed
more than a quarter of a century
ago. Almost half of the companies
surveyed were founded either in the
1980s (26.7%) or in the 2000s (20%).
The 1960s, 1970s and 1990s saw a

fairly even number of companies
being set up (between 10-13.3% per
decade). Remarkably, 13.3% of the
companies surveyed were founded
between 2011 and 2015, which
indicates that this decade will equal
the 1980s in terms of the number of
manufacturing companies formed.
Sector segments
The companies surveyed are
engaged in a wide range of
specialisations within the industry,
from the manufacturing of plastics to
pharmaceuticals and furniture. The
large proportion classified “other”
in the distribution of specialisations
table below listing the various
manufacturing industry segments
mentioned by the respondents
also highlights the fact that the
manufacturing industry segments
are varied and wide-ranging. It
is worth noting here that food
and beverage manufacturers
were omitted from this survey.
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Distribution of
specialisations

16.1%

Plastics & rubber
Tooling & machinery
Mechanical &
engineering services

6.5%
41.9%
12.9%

Pharmaceuticals
Print, paper
& packaging
Furniture & fittings

3.2%
9.7%

9.7%

Other

Size
The majority of the companies
surveyed can be classified as
SMEs with 19.4% employing up
to 10 employees, 22.6% up to 20
employees and 19.4% up to 30
employees; that is, more than 60%
of the companies surveyed employ
fewer than 30 employees each. One
must bear in mind, however, that
while there are fewer companies that
employ a higher complement of staff,
altogether these bigger companies
employ a larger share of the
workforce than the more numerous
smaller companies put together.
In fact, based on the average
figures yielded by this survey, 60%
of the employees working in the
manufacturing sector are employed
in companies with more than 100
employees and, had some of the
largest FDIs been included in the
survey, this percentage would
probably have been higher.
4

Turnover
When asked about their turnover
figures, 13.6% of the 22 companies
that responded to this question
reported a turnover of less than
€500,000, 9.1% between €500,000
and €1 million and 31.8% between
€1 million and €2 million. This
means that more than half have a
turnover of less than €2 million,
with the remainder being evenly
distributed in higher turnover
brackets. As in the case with
the number of employees, the
companies with a higher turnover
represent a disproportionately
large part of the global turnover in
the manufacturing sector. In fact,
the three companies reporting the
highest turnovers, in excess of €15
million and, in one case, in excess
of €50 million, represent one-anda-half times as much revenue as
the remaining 19 companies that
chose to respond to this question.
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A positive

outlook

with regard to both

turnover and

employment

Outlook
When asked about their expectations
with respect to their workforce,
16% of the respondents said that
they predicted an increase in the
number of employees in 2017, while
the rest predict that their workforce
will remain stable. It is worth noting
that none of the companies expect
to decrease their workforce.
Out of the 22 companies that chose
to answer questions about their
turnover bracket, 17 said that they
expected to remain within the same

bracket. Three expect to increase
their turnover in the current year,
with one company reporting that it
expects to jump two brackets from
the €0 – €500,000 bracket to the
€1 – €2 million one; another from
the €500,000 - €1 million bracket
to the €1 – €2 million one and the
third company from the €1 – €2
million to the €2 – €3 million one.
Only one company expects a
decrease in its turnover, estimating
that their turnover in the current year
will be between €1 – €2 million, down
from the €2 – €3 million in 2015.

Internationalisation
Exports
Companies were also asked about
their export share in 2015, meaning
how great a percentage of their
turnover was due to exports. It was
found that 41.4% of the companies
had an export share of less than
10% and another 10.3% exported
between 10 and 20% of their
turnover. Only one company fell
within each of the brackets of export
share ranging from 20% to 80%
5

(when grouped at intervals of 10%)
and only two companies declared
that their export share was between
80-90%. Finally, 27.6% of the
respondents reported export shares
falling within the 90-100% bracket.
This U-shaped distribution, along
which more than 85% of the
companies are found either in the
bottom 20 percentile or the top
20 percentile, illustrates the fact
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that manufacturers are typically
either novice exporters or are very
experienced. This finding dovetails
well with TradeMalta’s current
two targetted support schemes,
namely “Go Global” for the novice
exporter and “Global Growth”
for the experienced exporter.
While not conclusive, this finding
raises some interesting questions
regarding export promotion and
the type of support that should
be offered to companies. It would
appear that there is a strong
need for companies who have a
small export share to be assisted
to increase their exports and
bridge the gap between them
and the highly export intensive
companies. This issue definitely
warrants further study, especially
from the perspective of the trade
promotion services offered to
Malta-based businesses.
6

Respondents were also asked
about their export outlook, that is,
whether they expected their export
revenue to increase, decrease or
remain unchanged in 2016. Here,
nearly two thirds of the companies
answered that they expected an
increase in export revenue, just
under a third expected no change
and only one company expected a
decrease in export revenue in 2016.
Target regions and markets
Over 40% of the respondents said
that they targetted specific countries
in their export strategy and nearly as
many target a specific region, such as
Europe or the Arabian Gulf (the GCC
countries). A smaller share, about 20%,
said that they target a sector, rather
than any particular country or region.
Regions
Companies that reported targetting
regions were asked to rank the top
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manufacturing

sector

primarily seeks
to export to
markets that are
geographically

closer
to the Maltese shores

10 regions in their sights. The region
most mentioned was The Middle East,
followed closely by Western Europe
and North Africa. There was also
considerable interest in North America
and Eastern Europe, but these regions
lacked far behind the first three
ranking regions. Far less interest was
expressed in Asia and Sub-Saharan
Africa. This finding would appear
to confirm that the manufacturing
sector primarily seeks to export to

markets that are geographically
closer to the Maltese shores.
Countries
Companies where asked to rank
up to five existing markets as well
as five markets which they would
like to target in the coming years.
The table below illustrates the
countries’ ranking according
to a weighted score.

TOP 5 EXISTING AND TARGET MARKETS
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“Current market” rank

“NEW market” rank

1 Italy

1 algeria

2 Germany

2 tunisia

3 libya

3 italy

4 united kingdom

4 germany

5 usa

5 uae
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the strong interest in

Algeria

is partially
attributable to the

difficulties
which many exporters
are encountering in

Libya

While Germany and Italy ranked
a joint first in current markets and
Libya and the UK ranked a close
third and fourth respectively,
USA, which ranked in fifth place,
lagged significantly behind.
The current market list comprised a
number of EU countries not ranked
within the top five. This means that, if
one were to look at the EU as a single
market, it would, by far, be the most
important market for Malta-based
exporters in the manufacturing sector.
8

In the rankings of new markets,
Algeria achieved a far higher score
than any other market. TradeMalta
has been actively looking at Algeria
as an opportunity market. It should
be stated here that the strong
interest in the Algerian market is
partially attributable to the difficulties
which many Malta based exporters
are encountering in the Libyan
market and many companies that
have been exporting to Libya are
now looking for similar markets to
replace lost business in Libya.
Some EU countries were also listed
as ‘potential new markets’, but the list
included mostly countries that are
further afield including countries in
North Africa and the Middle East. This
fits well with TradeMalta’s declared
objective of prioritising these markets
for internationalisation support.
Success factors
The respondents were asked to rank
a number of parameters according
to how important they are to the
company’s competitive advantage.
The parameter deemed to be most
important, by far, was ‘quality of
product or service’ (89%), distantly
followed by ‘innovative product
or service’ (53%). Ranked third
was ‘sales and after-sales service’
(32%), followed by ‘price’ and
‘ability to identify clients’ (11%).
Challenges to internationalisation
Respondents were asked to identify
their greatest barriers to export.
Out of the 14 potential factors
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89

%

OF COMPANIES BELIEVE

QUALITY

TO BE THE MOST IMPORTANT

FACTOR FOR

SUCCESS
listed, ‘shipping and freight costs’
was identified as being the biggest
barrier using a weighted score with
one in three respondents indicating
that this was ‘always’ a barrier to
export. The second biggest factor
was ‘finding customers/agents’. This
was also the case in the other sectoral
reports. The third most important
barrier identified was specific to the
manufacturing sector, namely ‘cost
of raw material’; the fourth was ‘price
competitiveness’ and the fifth was ‘the
lack of availability of skilled staff’.
Trade finance
Special attention was paid to
trade finance in this study given its
particular relevance to manufacturing
companies that need to secure
payments when goods are shipped.
This is not a main concern for service
providers who typically receive
staggered payments as the service is
provided, thus doing away with the
9

THE GREATEST

BARRIERS
TO INTERNATIONALISATION are:

SHIPPING &
FREIGHT COSTS

FINDING
CUSTOMERS &
COST OF RAW
AGENTS
MATERIAL

PRICE COMPETITIVENESS
LACK OF AVAILABLE
SKILLED STAFF

need for trade credit instruments.
The respondents stated the ‘inability
to open Letters of Credit ‘as being
the most common problem they
encounter with relation to trade
finance. This was closely followed by
‘collateral requirements’ and ‘limited
access to financial assistance’. ‘Banks
will not lend’ was the fourth most
problematic issue mentioned, closely
followed by ‘bank cannot confirm
L/C’ and ‘bank is unable to organise
payment against documents’. One
respondent pinpointed ‘extremely
high bank charges’ as always being
a hindrance to access to finance.
When the responses were crossreferenced with the export share
of the respondent, it was clear that
the companies with a high export
ratio had fewer problems with trade
finance than those with a small export
share. This most likely means that the
experienced exporters have found
solutions to such problems. One
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companies with a
high export ratio
had fewer problems
with trade finance

than those with a
small export share

could also presume that companies
with a high export ratio export repeat
orders to clients with whom they are
familiar, which lessens the need to
secure payment though instruments
such as documentary credits.

Support sought
Turning to an issue which is core to
TradeMalta, the survey also sought to
uncover what type of trade promotion
assistance companies seek. ‘Attending
fairs and exhibitions’ followed by
‘exhibiting in trade fairs’ were the
two activities the companies would
most like assistance with. The latter
type of assistance actually takes
up the bulk of TradeMalta’s direct
assistance to companies. The third
most common type of assistance
sought is also related to travel
expenses and is ‘assistance to travel
to meet customers’. The other types
of assistance that also scored highly
were: assistance with ‘introduction to
overseas customers/agents’; ‘market
country research’; and assistance
through ‘TradeMalta led business
missions’. It is worth noting that, in
spite of the difference in the weighted
scores, nearly all the activities listed
were deemed to be of considerable
importance to the respondents.

KEY FINDINGS
This study found that there is a
healthy mix of companies in the nonfood manufacturing sector in Malta,
ranging from SMEs to quite sizeable
companies, covering a wide range
of sub-sectors, with many seeking
to export their product. While some
companies are only just beginning
to register sales abroad, others are
almost exclusively focused on export,
a fact reflected in the figures which
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show that more than 85% of the
respondents have an export share
that either falls below 20% or is
above 80%. This indicates that there
is a need for support measures for
companies who have just started
exporting and whose export share
is still low to help them bridge the
divide that exists between the novice
and the experienced exporters.
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There is a general tendency for
manufacturers to seek markets that
are geographically relatively close
to Malta and, while the European
markets and Libya are the most
important markets for Malta-based
manufacturers, many companies are
looking towards other countries in
North Africa and the Middle East for
new export markets. In this respect,
Algeria must be singled out as the
market mentioned most often as
a potentially new export market.
Although most of the companies
surveyed were set up in the 1980s, the
figures show that the the last 50 years
have seen exporting manufacturing
companies being formed at a steady
pace and, more importantly, this
trend seems set to continue.
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As in other sectors, ‘finding
customers, agents and distributors’
is one of the main barriers to export,
but ‘transport and shipping costs’
stands out as the biggest barrier to
export for the manufacturing sector.
Quality was deemed to be the single
most important competitive factor
for this sector. When it comes to
internationalisation support, it is
notable that most companies clearly
recognise ‘ fairs and exhibitions’ as
being important avenues to export
and this is the area in which they
require most financial assistance
in order to internationalise.

Fieldwork

Further information

The fieldwork was conducted by
TradeMalta who contacted 120 companies
representing various company sizes and
horizontal specialisations during the
month of November, 2016. A total of 31
companies took part in the online survey
and the insights presented in this report
are based on their anonymous responses.
FDIs whose Malta office does not have
active sales and marketing functions were
omitted from the sample population ,as were
companies manufacturing food and beverages
that were covered in an earlier study.

For further information about
this study, please contact:
TradeMalta
The Clock Tower, Level 1
Tigné Point, Sliema, TP 01
Malta
E-mail: info@trademalta.org
Telephone: +356 2247 2400
www.trademalta.org

