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Introduction
Preface
In October 1999, following the February 1999 update of the Commission’s opinion on Malta’s application for membership, the Commission issued its first Regular Report on Malta’s progtress towatds
accession with a view to the Helsinki European Council.< 569"="">In its 2001 Enlargement Strategy Paper, which accompanied the 2001 Regular Reports, the Commission indicated that, given the pace
of negotiations and the progress made so far, the Commission should be able to make recommendations on those candidate countries ready for accession on the basis of its 2002 Regular Reports. At its
meeting in Seville in June 2002, the European Council concluded that "in order to enable the European Council to be held in the coming autumn to decide which will be the candidate countries with
which negotiations can be concluded at the end of 2002, [...] the Commission will have to draft appropriate recommendations in the light of the Regular Reports." The Commission has prepared this
series of Regular Reports with a view to the Brussels European Council in October 2002.
ports. At its meeting in Seville in June 2002, the European Council concluded that "in order to enable the European Council to be held in the coming
The structure followed for this Regular Report is largely the same as that used for the 2000 and 2001 Regular Reports. In line with previous Regular Reports, the present Report:

* describes the relations between Malta and the Union, in particular in the framework of the Association Agreement;

e analyses the situation in respect of the political criteria set by the 1993 Copenhagen European Council (democracy, the rule of law, human rights, protection of minorities);

e assesses Malta’s situation and prospects in respect of the economic criteria defined by the Copenhagen European Council (a functioning market economy and the capacity to cope with competitive
pressures and market forces within the Union);

addresses the question of Malta’s capacity to assume the obligations of membership, that is, the acquis as expressed in the Treaties, the secondary legislation and the policies of the Union. In this
part, special attention is paid to nuclear safety standards, which were emphasised by the Cologne and Helsinki European Councils. This part includes not only the alignment of legislation, but also
the development of the judicial and administrative capacity necessary to implem d enforce the acguis. The European Council stressed the importance of this latter aspect at its meeting in Madrid in
1995 and on a number of subsequent occasions, most recently at Seville in June 2002. At Madrid, the European Council stressed that the candidate countries must adjust their administrative
structures so as to create the conditions for the harmonious integration of these States. The Seville European Council also stressed how important it was that candidate countries should continue to
ma ke progress with the implementation and effective application of the acguis, and added that candidate countries must take all necessary measures to bring their administrative and judicial capacity
up to the required level.



This Report takes into consideration progress since the 2001 Regular Report. It covers the period up to 15 September 2002. In some particular cases, however, measures taken after that date are
mentioned. It looks at whether planned reforms referred to in the 2001 Regular Report have been carried out, and examines new initiatives. In addition, this Report provides a global assessment of the
overall situation for each of the aspects under consideration, setting out for each of them the ma in steps still to be taken by Malta in preparing for accession.

Furthermore, in view of the fact that the 2002 Regular Reports will provide the basis on which the Commission will formulate its recommendations as to which countries are ready to conclude
negotiations, this Report includes an evaluation of Malta’s track record since the 1999 Opinion. For the economic criteria the track record covers the period since 1997 and the report also provides a
dynamic, forward-looking evaluation of Malta’s economic performance.

For each of the negotiating chapters, this report provides a summary evaluation of the extent to which commitments made in the negotiations have been implemented, as well as an overview of
transitional arrangements that have been granted. The commitments made by each country reflect the result of the accession negotiations, and, in accordance with the principle of differentiation
underlying the negotiation process, may differ between countries. Where negotiating countties have committed t hemselves to completing specific measures by the time of accession, the Commission
assesses the relevant preparatory processes. For chapters on which the accession negotiations continue, and final commitments remain to be defined, an indicative assessment is given of the state of
implementation of the commitments that have been made to date. The Report contains a separate section examining the extent to which Malta has addressed the Accession Partnership priorities. This
section also assesses the progress M alta has made in implementing the measures set out in the Action Plan for strengthening administrative and judicial capacity that the Commission developed with each
negotiating country in the spring of 2002.

As has been the case in previous Reports, "progress" has been measured on the basis of decisions actually taken, legislation actually adopted, international conventions actually ratified (with due attention
being given to implementation), and measures actually implemented. As a matter of principle, legislation or measures which are in various stages of either preparation or Parliamentary approval have not
been taken into account. This approach ensures equal treatment for all the candidate countties and permits an objective assessment of each country in terms of their concrete progress in prepating for
accession.

The Report draws on numerous sources of information. The candidate countries have been invited to provide information on progress made in preparations for membership since the publication of the
last Regular Report. The information each of the candidate countries has provided within the framework of the Association Agreement and the negotiations, the National Programmes for the Adoption of
the Acquis whete they are available, as well as the process of developing the Action P lans, and various peer reviews that have taken place to assess candidate countries' administrative capacity in a number
of areas, have served as additional sources. Council deliberations and European Parliament reports and resolutions have been taken into account in the preparations. The Commission has also drawn on
assessments made by various international organisations, and in particular the contributions of the Council of Europe, the OSCE and the international financial institutions, as well as those of non-
governmental organisations.

Relations between the European Union and Malta

Recent developments under the Association Agreement, including bilateral trade
The Association Agreement provides the legal base for the relations between the EC and Malta.

The sixth meeting of the Association Committee was held in Valetta in July 2001 and its next meeting is scheduled for 28 November 2002 in Brussels. The main items on the agenda are the monitoring of
Maltese commitments on the Accession Partnership and the National Programme for the Adoption of the Acquis as well as trade-related issues (mutual concessions on trade in agricultural produce and
processed agricultural products).

Since the Commission's last Regular Report, the Joint Parliamentary Committee comptising representatives of the Maltese and European Patliaments met in November 2001 in Brussels and in April 2002
in Malta. A study visit to Malta by members of the Economic and Social Committee took place in March 2001. It was followed by the publication of a report in July 2001 giving the "Opinion of the
Economic and Social Committee on Malta on the road to accession". The President of the Committee o f the Regions visited Malta in January 2002.

The EC remains Malta's principal trading partner, accounting for around 41.7% (€1.2 billion) of Malta’s exports and 63.4% (€ 2.4 billion) of its imports in 2001, as compared to 33.5% and 59.9%,
respectively, in 2000. This change in trade patterns is largely due to fluctuations in the activity of the country’s main electronics manufacturer, which accounts for approximately 60% of the total
manufacturing exports, and trades extensively with Asia and the United States emi-finished industrial supplies and exports mainly electronic equipment.

In February 2002, the Council adopted a mandate authotising the Commission to enter into negotiations with Malta with a view to improving reciprocal agricultural trade concessions. Proposals were
presented to Malta along the lines of the approach adopted with the countries of Central and Eastern Europe in the "double profit" negotiations.

Malta has continued to implement a plan to dismantle by 2003 all levies on products imported from the EC, except for agricultural produce. An agreement between the EC ad Malta on mutual
concessions with regard to trade in fish and fishery products was signed in December 2001 and entered into force in January 2002. It has been adopted as an additional protocol to the Association

Agreement.

In March 2002, in response to protectionist measures taken by the US, which greatly restricted access to their market and created the risk of considerable trade diversion, the EU initiated provisional
safeguard measures, with erga omnes effect, on imports of certain steel products. The measures were pattly confirmed in September 2002.

Accession Partnership

A revised Accession Partnership was adopted in January 2002. Its implementation is reviewed in Part D of this Report.

Action Plan for reinforcing administrative and judicial capacity

As announced in the Commission's 2001 Enlargement Strategy, in spring 2002 the Commission and Malta jointly developed an Action Plan to strengthened Malta's administrative and judicial capacity, on
which a common understanding was reached in March 2002. The revised Accession Partnership adopted in January has served as the point of departure for this exercise.

The purpose of this Action Plan is to identify jointly the next steps required for Malta to achieve an adequate level of administrative and judicial capacity by the time of accession, and ensure that all
necessary measures in this regard are taken, providing Malta with targeted assistance in areas that are essential for the functioning of an enlarged Union. As such, the Action Plan is a key tool for meeting
the common objective of the EU and Malta, i.e. to ensure that Malta's preparations for accession take place as effectively as possible within the planned time frame.

The implementation of the Action Plan is reviewed in Part D of this Report.

National Programme for the Adoption of the Acquis

Malta submitted an updated version of the National Programme for the Adoption of the Acguis (NPAA) to the Commission in December 2001.

Community Assistance

In response of a request made by the Council in March 1999, the Commission proposed a pre-accession regulation for Malta in October of the same year. The Council approved the regulation on the
implementation of operations within the framework of the pre-accession strategy for Malta in March 2000.

It provided for pre-accession aid to Malta totally €38 million for the 2000-2004 period, to be used mainly for institutional capacity building and participation in Community programmes. The regulation
also provided for Malta’s participation in MEDA regional programmes. In addition, Malta is eligible for the EIB pre-accession facility and for the € 6.425 billion EIB facility for Mediterranean countries.

In 2002, the total pre-accession aid allotted to Malta was € 9.5 million. The programme focused on the following priorities: Establishing Institutional Capacity in the Environment Sector (€0.7
million);Veterinary Control - Animal / Public Health (€0.6 million); Capacity building at the Plant Health Department (€0.9 million); Setting up the Viticulture Unit (€0.5 million); Strengthening Fisheries
and Monitoring Control (€0.4 million); Reinforcement of m ng up the Medicines Authority (€0.9 million); Technical Assistance and Administrative Co-operation (€1.6 million); Trans-European Networks
feasibility studies (€1 million); Malta's participation in EC education programmes (€1.2 million)

Malta participates in and benefits from multi-country and horizontal programmes, such as TAIEX. It is also a participant in the Community education programmes, SOCRATES, LEONARDO and
YOUTH, in the Multi-annual Programme for Enterprises and Entrepreneurship and in the Research Framework Programme. It takes part in MEDA regional programmes such as EUMEDIS
(Information Society) and SMAP (Environment). Finally, following the ratification and entry into force of the agreement, Malta affiliated to the European Environment Agency in January 2002.

To streamline Community legal procedures and thereby facilitate Malta’s future participation in Community programmes, an agreement has been concluded between the European Community and Malta
which lays down the general principles governing such participation.

The pre-accession aid granted in 2000 and 2001 is having an impact on administrative capacity, notably in the fields of customs and tax on the one hand, and occupational health & safety on the other.
Projects in other sectors, including asylum and border management, regional policy and the new and global approach in the atea of standardisation, are comprehensive and address all shortcomings gaps
and needs in their respective areas.

The 2000 Phare Review, whose conclusions also apply to Malta’s pre-accession programmes, confirmed the accession-driven approach and emphasised the importance of helping countries to prepare for
the Structural Funds. The Review envisages full decentralisation of the management of the pre-accession funds from 2002 if the strict pre-conditions set down in Co-ordination Regulation No 1266/99 ate
met. Secondly, the pre-accession funds can be programmed on a multi-annual basis in future pporting strategies are in place. Thirdly, the trends which have already emerged will continue with an increased



role for Delegations, further streamlining of procedures and increasing emphasis on defining the vetifiable and quantifiable benchmarks of pre-accession projects in institution building, investment in
compliance with the acguis and economic and social cohesion.

Twinning

One of the main challenges still facing the candidate countries is the need to strengthen their administrative and judicial capacity to implement and enforce the acguis. As of 1998, the European
Commission began to mobilise significant human and financial resources to help them with this process, using the mechanism of twinning administrations and agencies. In 2001, the Commission
strengthened this emphasis on institution building further, th rough the launch of the Action Plans for strengthening administrative and judicial capacity.

The twinning process makes the vast body of Member States’ expertise available to the candidate countries through the long-term secondment of civil servants and accompanying short-term expert
missions and training.

A total of 503 twinning projects were funded by the Community between 1998 and 2001. Between 1998 and 2000, these projects primarily targeted the main priority sectors identified in the Accession
Partnership: agriculture, the environment, public finance, justice and home affairs and preparation for the management of Structural Funds. Since 2000, other important sectors of the acguis have also been
addressed through twinning, such as social policy, the fight against drugs, transpo rt, and telecommunications regulation. Twinning now covers all sectors pursuant to the acquis.

Thanks to the strong support of the EU Member States, 103 twinning partnerships were funded by Phare 1998, involving all the candidate countries and almost all the Member States. These first-
generation projects have already come to an end. Under Phare 1999 a further 123 projects are currently being implemented and the programming exercise for Phare 2000 included a further 146 twinning
projects. The 2001 programming exercise includes 131 twinning projects embracing all the Phare beneficiar y countries, as well as Cyprus and Malta. Under the 2002 programming exercise, 119 twinning
projects have already been planned and approved for implementation. A substantial number of additional twinning projects are planned, and these should be approved and implementation launched
before the end of 2002. They include twinning projects identified in the Action Plans for strengthening administrative and judicial capacity in the negotiating countries. It is estimated that around 300
twinning projects are oper ational throughout the candidate countries at any one time. Furthermore, the candidate countries are being offered a further way of drawing on Member States' expertise
through "Twinning light", a mechanism to address catefully-circumscribed projects of limited scope which emerge during the negotiation process as requiring adaptation.

In Malta, four twinning projects have started under the 2000 and 2001 programmes, covering the following domains: agriculture (Integrated Administrative and Control System), Occupational Health and

Safety; asylum and border management and regional policy. Five other twinning projects are due to start in the coming months, covering the environment, veterinary inspection, phytosanitary legislation,
viticulture and the setting up of a medicines authority.

Negotiations

Since the opening of the accession negotiations, substantial discussions on the individual chapters of the acguis have been launched, and negotiations on all chapters (apart from Chapter 31 — Other) have
been opened.

By the end of September 2002, the following 25 chapters have been provisionally closed: Industrial Policy, SMEs, Science & Research, Education & Training, Culture & Audio-visual policy, Common
Foreign & Security Policy, External Relations, Telecommunications, Company Law, Economic & Monetary Union, Consumers and Health Protection, Financial control, Energy, Free movement of
Goods, Freedom to provide services, Free movement of persons, Transport, Environment Free Movem ent of Capital, Statistics, Social Policy and Employment, Justice and Home Affairs, Institutions,
Fisheries, Regional Policy.

Criteria for membership

Political criteria

Introduction

The political criteria for accession to be met by the candidate countties, as laid down by the Copenhagen European Council in June 1993, stipulate that these countries must have achieved "stability of
institutions guaranteeing democracy, the rule of law, human rights and respect for and protection of minorities."

In its 1999 Update of its Opinion on Malta's application for membership, the Commission concluded:

"Malta’s institutions function normally and there are no problems regarding human rights and the protection of minorities. Furthermore, there are no apparent weaknesses in the judicial system. However efforts are required to improve the
efficiency and effectiveness of the civil service."

In its 2001 Regular Report, the Commission found that:

"Malta continues to fulfil the Copenbagen political criteria. Further efforts have been made to prepare the administration for operation within the EU, and the authorities’ record on democratic and human rights remains generally good.

There has been further progress as regards the functioning of the justice system with the reduction of the backlog of judiciary cases and preliminary steps have been taken to implement the Refugees Act."

The section below provides an assessment of developments in Malta, seen from the perspective of the Copenhagen political criteria, including the overall functioning of the country’s executive and its
judicial system. Such developments are in many ways closely linked to developments regarding Malta’s ability to implement the acguis, in particular in the domain of justice and home affairs. Specific

information on the development of Malta's ability to implement the # #he field of justice and home affairs can be found in the relevant section (Chapter 24 — Co-operation in the field of justice and home affairs) of part B.3.1. of
this Report.

Recent developments
Like last year, EU accession has remained high on the political agenda of the government, while the opposition continues to express its dissent.

The Government has continued to seek to involve all interested parties and representative organisations in the decision-making process relating to the accession negotiations. This has been done both at
the technical level and, more formally, in the context of the Malta-EU Steering and Action Committee.

Democracy and the rule of law

Malta has achieved stability of institutions guaranteeing democracy and the rule of law. This was the conclusion of the Commission’s 1999 Update and the subsequent Regular Reports, and has been
confirmed by developments over the past year. This section focuses on the most significant developments since the last Regular Report.

The parliament
The Parliament continues to function in full respect of democratic principles.

It has maintained a high workload because of the process of approximating Maltese legislation to the acguis. Ongoing discussions on the accession process continue to be held in the Foreign Affairs
Committee of the House of Representatives, with the active involvement of both main parties.

The executive
During the past year, Malta has continued to take measures to improve the effectiveness and transparency of its public administration.

An Office of Review has been set up in every ministry so as to strengthen the capacity of ministries to initiate and implement the Public Service Change Programme. As part of the Government’s strategic
objectives, this programme covers EU-related initiatives, projects to improve setvice delivery, and ministry-specific initiatives. Each Office of Review is headed by a Director who reports to the Permanent
Secretary of its ministry. In addition, all Offices have appointed an EU Co-ord and a Customer Care Co-ordinator. These are senior positions dealing primarily with EU-related projects and initiatives to
improve the quality of service respectively.

The government, through the Ministry of Justice and Local Councils, has taken steps to implement its e-government strategy, notably through the launch of a government’s service delivery portal. A
number of services are already available online, including trade licence applications, applications for job vacancies advertised by the Employment and Training Corporation, a comprehensive database of
Maltese laws, regulations and court judgements and the display of information on planning ations through a geographic interface. A Customer Care System has been launched. This is an automated system
enabling local councils to receive and reply to requests and complaints from the public concerning Government services. An Internet interface will be added to the system in the future.

Eight new Quality Service Charters have been introduced, bringing to 38 the total number launched since 2000 when the Quality Service Charter Initiative was launched. The Charters constitute a written
commitment by the government departments and other organisations involved to provide their customers with a quality service and to inform the public of available services and how to gain access to
them. They also set out the standards of service that are to be expected by customers.

In January 2002 the government initiated measures to reform the recruitment of civil servants, with the aim of giving more responsibility to heads of department under certain conditions and under the
supervision of the Public Service Commission.



An innovative type of public—private partnership has been adopted with the aim of avoiding redundancies in some categories of the Public Service workforce, by assigning staff to work under the direction
of private firms engaged on government projects. The scheme is mainly used for works and services contracts awarded to private firms. The first call for expressions of interest from the private sector
under this scheme was issued in October 2001.

The Performance Management Programme (PMP), a results-oriented employee appraisal system that applies to staff below senior management level, has been further developed. The Management and
Personnel Office within the Office of the Prime Minister has undertaken compliance and quality audits on the use of the PMP in several ministries and departments. Training in PMP methodology has
also been held for middle managers, particularly those newly appointed to this level.

The Ministry of Finance has launched an efficiency review initiative, with a view to improving the performance of government departments through benchmarking with comparable organisations in the
private sector. In January 2002 the initiative was rolled out across Government and each ministry was requested to propose a benchmarking exercise for one of its departments.

The main duties of the Ombudsman, whose post was established in 1995, are to protect the rights of individuals in their dealings with the, to recommend appropriate redress where this is found to be
justified, and to promote good governance and high administrative standatds. The Ombudsman's main task is to deal with complaints received from citizens, but he also has the right to investigate matters
on his own initiative without receiving a formal complaint. He is appointed by a two- thirds majority in Parliament, which guarantees independence. The number of new cases investigated by the
Ombudsman in the past year has continued to be high at 698. At the same time the total number of cases closed in 2001 stood at 609. The number of cases still under examination has thus risen to 168.
Although the Ombudsman can only make recommendations, the great majority of these have been taken up so far. Overall, the office of the Ombudsman continues to perform its duties well.

The latest round of local elections was held in March 2002 to elect 22 local councils. Turnout rose to 72% from 69% for the same constituencies three years eatlier, reflecting the electorate's growing
interest in the local councils.

The judicial system

The Judicial system in Malta comprises Inferior Courts, Civil and Criminal Coutts of Appeal, and a Constitutional Court. There is a legal aid scheme offered to citizens lacking the means to afford legal
defence.

There has been further progress in reforming the judicial system.

The intended shift from the Civil and Magistrates' Court to the Small Claims Tribunal has materialised. Although the Tribunal's remit has been extended, patticularly in the financial field, its pending
caseload and throughput figures have been maintained at the previous level.

The first statistical report on lawsuits, "The Coutts of Justice 2001", was published by the Ministry of Justice in April 2002. It provides data on the vatious courts and an analysis of pending cases. The
strategy adopted to tackle the backlog of pending civil court cases, the main planks of which are an increase in court fees and, as referred to above, a wider remit for the Small Claims Tribunal, continues
to be successful. The figures show a drop in the number of pending civil cases from around 16 004 cases in December 2000 to 13 627 cases in December 2001, a 15% drop compared to the figure for the
previous year.

However, the encouraging trend noted in previous Regular Repotts, which showed a decteasing backlog of criminal cases, has not continued. The backlog of criminal legal actions in courts of all levels has
risen from 7 793 in December 2000 to a total of 8 282 in December 2001.

As already stated in past reports, the principle of the separation of powers is fully applied in Malta. Members of the judiciary are wholly independent of the executive.

However, the procedure for challenging judges and magistrates provided for by Article 738 of the Code of Organisation and Civil Procedure must be examined to check whether it complies with the
principle of an impartial tribunal enshrined in the European Convention on Human Rights.

Furthermore, in the context of preparations for accession to the EU, Malta would benefit from an efficient system of training in EC legislation for members of the relevant legal professions.
Overall, there has been progress in the administrative reform of the law courts and an improvement in the functioning of the Maltese judicial system. The continuing fall in the backlog of pending civil

cases is encouraging. Efforts must however be pursued to ensure long-term improvements, in particular as regards the management and executive structure of the courts, so as to guarantee efficient and
expedient court procedures. Due attention should also be given to tackling the backlog of ¢ riminal cases and to training the judiciary in EC legislation.

Anti-corruption measures

There have been positive developments in this area over the past year, with the adoption of legislation strengthening fight against corruption and of a Regulation setting up an independent Public
Contracts Appeals Board. However, no improvement has been noted in the effectiveness of the Permanent Commission against Corruption.

Corruption is an offence under the Maltese Criminal Code. Following amendments to the Criminal Code in May 2002, the distinction between the public and the private sectors, as regards corruption, was
removed. Where a government employee or a body established by law is found guilty of corruption, the government or the corporate body would be liable for damages caused.

In a recent development, two judges, including the chief justice, tendered their resignation from the judiciary after being charged with accepting bribes. They are being tried.

The Public Service Management Code issued by the Management and Personnel Office at the Office of the Prime Minister contains a code of conduct for public servants. This aims to create a culture of
integrity and excellence by providing and updating guidelines on ethics and conduct for public servants.

Sections 55 and 56 of the Maltese Constitution contain provisions to avoid possible conflicts of interest for Members of the House of Representatives who are party to a government contract. A Code of
Ethics of Members of the House of Representatives has been in place since 1995. It establishes standards of correct behaviour which Members are expected to observe.

Malta has taken steps to improve the openness and transparency of its procurement legislation by adopting, in April 2002, a Regulation providing for the setting up of an independent Public Contracts
Appeals Board. This will put an end to the current situation, where the Department responsible for public procurement also hears complaints about the fairness or transparency of particular procurement
processes. However, further alignment with the EC public procurement aeguis is still n eeded and would improve the overall transparency of public procurement in Malta.

There is no specific anti-corruption programme in Malta. As indicated in eatlier Reports, the Permanent Commission against Corruption was created in 1995 to investigate alleged or suspected corrupt
practices in the public sector, i.e. acts constituting an offence under the Criminal Code. Although the staff of the Permanent Commission has been increased by one part-time clerk, there have been no
significant changes since last year in its functioning and effectiveness, and the actual impact of its work remains low. The number of cases initiated by the Commission has further decreased from 66 in
1994 to 13 in 2000, and 12 in 2001. The number of cases closed has remained relatively high at 36 in 2001 (39 in 2000), and consequently the backlog has fallen. As mentioned in last year’s Regular Report,
the Commission's reports ate confidential and are handed over to the Minister of Justice, who decides whether to make them public and whether or not to bting a legal action against the person(s)
minated, which reduces their impact. The Government needs to take appropriate measures to ensure the effectiveness of the Commission in its fight against corruption.

Malta has ratified the Council of Europe's Convention on Laundering, Search, Seizure and Confiscation of Proceeds from Crime, and signed but not ratified the Council of Europe's Criminal Law
Convention on Corruption. It has not yet signed the Council of Europe's Civil Law Convention on Corruption, which opened for signature in 1999.

Having been a member of the Council of Europe's Group of States against Corruption (GRECO) since May 2001, Malta received a group of experts from GRECO on an evaluation mission in Match
2002; the evaluation report has not yet been adopted.

Human rights and the protection of minorities

Malta continues to respect human rights and freedoms. This was the conclusion of the Commission’s 1999 Update and the subsequent Regular Reports, and has been confirmed over the past year. The
following section focuses on the most significant developments since the last Regular Report.

Malta has ratified most of the major human rights instruments, including the European Social Charter. Positive developments over the past year have been the ratification of Protocols 4 and 13 to the
European Convention on Human Rights. Malta has also withdrawn its reservations with regard to the Geneva Convention on Refugees. However, it has not yet signed the revised European Social

Charter. It has not agreed to be bound by the Additional Protocol providing for a system of collective com plaints. Neither has it signed Protocol 7 to the European Convention on Human Rights.

Malta has amended its Criminal Code and introduced the crime of incitement to racial hatred and racist behaviour as well as new rights for victims of racist behaviour. This is a positive development.
Malta still needs to ensure full transposition and implementation of the acguis on anti-discrimination based on Article 13 of the EC Treaty (see Chapter 13 - Social policy and employment).

Civil and political rights
There has been further progress during the past year as regards the rights of refugees and the legislation regarding trafficking in human beings.
An amendment to the Criminal Code to make provision for the offence of #rafficking in human beings was adopted in April 2002.

In December 2001, Malta withdrew the geographical limitation on refugees, introduced when it signed the United Nations Convention on the Status of Refugees in 1971. Despite the limitation, Malta had
always in fact provided shelter to refugees irrespective of origin.



A new Immigration Reception Centre was inaugurated in February 2002. It can accommodate both temporary immigrants and those awaiting the outcome of applications for refugee status. The new
premises are part of the Government's strategy to protect the country from illegal immigrants, while affording them the best possible treatment while in Malta. The numbet of asylum applications received
by the Refugees Commission in the past year has increased to 235 from 113 in the previous year . The number of recognised refugees in Malta stands at 153.

The freedom of expression is enshrined in the Maltese Constitution and continues to be well respected. The same applies to the fieedom of association and assembly.

All persons in Malta continue to enjoy freedom of conscience and freedom of religion, both being enshrined in the Maltese Constitution.

Basic civil and political rights continue to be respected in Malta. Arrangements for refugees are being improved, although administrative capacity needs to be further enhanced in that area. The conclusion
of the previous Regular Reports, that there are no significant problems regarding the observance of fundamental human rights and freedoms, remains valid.

Economic, social and cultural rights

Developments over the past year in this area have been rather limited.

Malta still has to bring its legislation fully into line with the acguis in the field of egual opportunities (see Chapter 13 — Social Policy and Employment). It has pursued its efforts to improve the situation in the field of
equal opportunities, with the publication of a White Paper on Gender Equality in March 2002. However, no legislative progress has been made in the past year. The situation is satisfactory with respect to
access to education. Women's parliamentary entation in Malta has been rather low in the past and stands at 9% of the seats in the current Parliament. At the last local elections in March 2002, 17% of
councillors elected in all constituencies were women. There is one woman in the Maltese government, out of 14 Ministers. Women's employment rate remains much lower than men's. The Government is
pursuing its efforts to promote gender mainstreaming within the public sector in order to ensure that the gender equality perspective is incorporated in all poli cies and at all levels in the public

administration. Sustained efforts continue to be needed to improve gender equality, in particular as regards employment and politics.

Malta has signed the Optional Protocol to the Convention on the Rights of the Child related to the Involvement of Children in Armed Conflict. As highlighted by the United Nations Committee on the
Rights of the Child, due attention needs to be given to ensuring that all of the Convention's provisions are enforced.

As regards persons with a disability, there have been some developments since the last Regular Report. Following the adoption of the Equal Opportunities Act last year and the establishment of the National
Commission for Persons with Disability as a separate legal entity, the Commission has started to address complaints of discrimination. To ensure that the Act's provisions are properly enforced, these
activities need to be further developed, as does the Commission's capacity.

Trade unions are powerful and well organised in Malta and workers’ right to take collective action is well established. However, Malta still does not comply with some of the provisions of the European
Charter of Social Rights, as indicated in the assessment made last year by the European Committee on Social Rights. The two main issues are the possibility for one party in a dispute to request the

Minister to refer the dispute to compulsory arbitration and the social rig nationals of other contracting parties not regularly working (but lawfully present) in Malta.

Although there continues to be room for improvement as regards gender equality (in the areas of employment and politics) and with respect to social dialogue, the overall situation with regard to
economic, social and cultural rights is satisfactory.

Minority rights and the protection of minorities

As in previous years, no significant problems have been reported with respect to the status and situation of immigrants in Malta, who represent approximately 1% of the population.

A positive development was the amendment of the Criminal Code to criminalise racist behaviour, as reported above.

Malta is a patty to the Council of Europe's Framework Convention for the Protection of Minorities. In November 2000, the Advisory Committee on the Convention expressed concern over some alleged
cases of discrimination. In November 2001, the Council of Europe’s Committee of Ministers concluded that the ratification of the Framework Convention by Malta was to be welcomed, and that there
remained potential for the application of some of its provisions. This was confirmed by a report on published by the European Commission on Racism and Intolerance in July 2002, which concluded that
"despite a widely-held perception in Malta that problems of racism and discrimination are not a major issue, incidents of discrimination. ..suggest that further steps need to be taken. Malta is encouraged to
duly address the matter. The adoption of comprehensive anti-discrimination legislation would be an important step forward.

lication of some of its provisions. This was confirmed by a report on

General evaluation

The Commission has repeatedly concluded that Malta fulfils the political criteria. This was the conclusion of previous Regular Reports, and has been confirmed over the past year. Malta continues to fulfil
the Copenhagen political criteria.

Malta has taken further measures to improve the quality of the civil service as well as of the judicial system.

Malta continues to respect human rights and freedoms. It has made further progress by improving its legal framework in the area of asylum, the fight against racism and the fight against trafficking in
human beings.

Economic criteria
Introduction
In the 1999 update of its Opinion on Malta’s application for EU membership, the Commission concluded:

"Malta will need to build up a track tecord in the establishment of a stable and sound macroeconomic environment and implementation of reform and liberalisation. Given the small size of its economy,
Malta should be able to address these issues in an appropriate way and hence become successfully integrated with the Eutropean economy".

In its 2001 Regular Report, the Commission found that:
"Malta is a functioning matket economy. It should be able to cope with competitive pressure and market forces within the Union."

In examining economic developments in Malta since the first Regular Report, the Commission’s approach was guided by the conclusions of the European Council in Copenhagen in June 1993, which
stated that membership of the Union requires:

* the existence of a functioning market economy;
e the capacity to cope with competitive pressure and market forces within the Union.
In the analysis below, the Commission has followed the methodology applied in the previous annual Regular Reports. The analysis in this year’s Regular Report takes stock of developments since 1997.

Summary of economic developments since 1997

Malta’s macroeconomic performance has improved since 1997, although economic activity slowed down markedly in 2001, largely as a result of the d in international demand. Real GDP growth averaged 3.4% in the period
1997-2001, but fell by 0.8% in 2001. The deceleration was largely caused by the international economic downturn. Electronics and tourism, Malta’s two sectors, wete particulatly badly hit by the crisis in
the information and communication technology (ICT) sector and the consequences of the 11 September attacks. The average current account deficit since 1997 has been high at 7.1% of GDP, but it
oscillated between 3.4% in 1999 and 14.8% in 2000. The large swing was due to several one-off factors in 2000 that were absent in 2001, when the deficit fell to 4.8% of GDP, better reflecting the
underlying trend of the current account deficit since 1997. Annual ave rage inflation remained relatively moderate at 3.6%, to an extent reflecting the strength of the peg and moderate wage increases.
Nevertheless, price controls kept inflation artificially low during some periods. The average general government deficit was very high at 8.8% of GDP, although it has been on a declining trend from its
10.8% peak in 1998. The decreasing trend was interrupted in 2001, when the deficit remained stable at 7% of GDP. Reforms to decrease public expenditure are necessary to guarantee f iscal sustainability
in the medium term, but they are progressing slowly: in particular, an agreement on pension reform has not yet been reached. Job creation has been increasing since 1997, mainly driven by several dynamic
private sub-sectors, and has helped to keep unemployment relatively low, despite ongoing enterprise restructuring.

Main Economic Trends

Malta 1997 1998 1999 2000 2001 Average 2002 latest
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¢ Less liabilities due to International Banking Institutions
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Main Indicators of Economic Structure in 2001
Population (average) Thousand 3945 ¢
GDP per head * PPS 8
per cent of EU average :
Share of agriculture b in:
- gross value added per cent 2.4
- employment per cent 22
Gross fixed capital formation/GDP per cent 23.2
Gross foreign debt of the whole per cent 179.2
economy/GDP ¢
Exports of goods & services/ GDP per cent 87.8
Stock of foreign direct investment Million €
€ per head *
Long term unemployment rate per cent of labour force 2.8
a Figures have been calculated using the population figures from National Accounts, which may differ from those used in demographic statistics.
® Agriculture, hunting, forestry and fishing,
Total Population (Maltese & Foreigners).
4 Data refer to 2000.
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Adherence to_following conventions || BG || CY | CZ | EE ||HU |[LV | LT [ MT || PL [ RO | SK | SI [ TK X:M‘m‘:d -
and protocols < C2-Caxch Rt LYeLanis LT3 “Pou; RO-Romais ke
ECHR (European || X X X X X X X X X X X X || X
Convention on Human
Rights)
Protocol 1 (right of property) | X X X X X X X X X X X X [ X
Protocol 4 (freedom [ X X X X X X X X X X X X || O
movement et al.)
Protocol 6 (death penalty) X X X X X X X X X X X X
Protocol 7 (ne bis in idem) X X X X X X X o o X X X || O
European Convention for | X X X X X X X X X X X X
the Prevention of Torture
European Social Charter (o] X X o X X o X X o (o]
Revised European Social || X X (o] X (o] (o] o (o] o X || O
Charter
Framework Convention for || X X X X X o X X X X X X O
National Minorities
ICCPR (International || X X X X X X X | X X X X X |0
Covenant on Civil and
Political Rights)
Optional  Protocol to the || X X X X X X X X X X X X O
ICCPR (right of individual
communication)
Second Optional Protocol to || X X o o X o X X o X X X [O
ICCPR (death penalty)
ICESCR  (International || X X X X X X X | X X X X X |0
Covenant on Economic,
Social and  Cultural
rights)
CAT (Convention || X X X X X X X X X X X X || X
against Torture)
CERD (Convention on || X (X [X X (X X (X |X |IX |X (X |X|O
the Elimination of All
Forms of  Racial
Discrimination)
CEDAW (Convention on [ X (X [|X X (X |X X |X |X |X (X |X|X
the Elimination of All
Forms of
Discrimination —against
Women)
Optional Protocol to the || O X X o X (o] o o (o] o X oo
CEDAW
CRC (Conventionon the | X || X |X |X |X }X X (X |IX X (X |X|X
Rights of the Child)
1997 | 1998 [ 1999 | 2000 || 2001 Il I | Il
Basic Data in 1000 Financial indicators in % of Gross Domestic Product
Total Population (Maltese & Foreigners) 3842]  3864]  388.7]  3914| 394.5 | Gross foreign debt of the whole economy f) 66.9]] 79[ foo8] 1792 156.8)
in km? as % of exports
Towl area 315.6] 315.6]] 315.6] 3156]] 3156 | Gross foreign debt of the whole economy ) 80.4][ 84.0]| 123.6] 177.9)[ 182.3|
I Monetary aggregates 1000 Mio ECU /euro
National accounts Mio Malta Lira -M1 11 1.2 14 15 1.6
Gross domestic product at current prices 1,288 1,362][ 1,456 1,562 1,627 - M2 4.2 4.4 5.2 5.5 6.2
1000 Mio ECU/euro - M3 4.7 5.0 5.9 6.2 6.9
Gross domestic product at current prices 29] 34][ 3.4] 39 4.0 Total credit 3.5 3.8 4.5 5.0 5.8
ECU /euro Average short-term interest rates % per annum
Gross domestic product per capita a) at current prices 7,700] 8,100| 8,800] 9,900{ 10,300 ] - Day-to-day money rate 5.2 5.5] 5.0 4.7 4.7
% change over the previous year - Lending rate 4 7.0
Gross domestic product at constant prices (nat. currency) 4.9 3.4 4.1 5.5 -0.8) - Deposit rate 54 55 5.3 5.2
Employment growth -0.1 -0.1 0.7 1.2 1.1 | ECU/EUR exchange rates (1ECU/euro=..Malta Lira)
Labour productivity growth 5.0 3.5 3.3 43 -1.9) - Average of period 0.437 0.435| 0.426 0.404 0.403]
in Purchasing Power Standards - End of period 0.433] 0.442 0.415 0.408 0.399]
Gross domestic product per capita a) at current prices 10,600] 11,100] 11,700] g Il 1995=100
I I I I - Effective exchange rate index 103.4] 105.1]| 105.3] 106.7][ 107.9
Structure of production % of Gross Value Added Reserve assets Mio ECU/euro
- Agriculture 29 2.7 25 2.3 2.4l -Reserve assets (including gold) g) 1,251 1,449 1,783 1,581 1,904
- Industry (excluding construction) 24.3 25.0 24.9 26.5 24.5) -Reserve assets (excluding gold) g) 1,248 1,448 1,782 1,580 1,902
- Construction 3.0 2.8 24 25 28
- Services 69.7 69.6 70.2 68.7 70.4 | External trade Mio ECU/euro
Il Il I Il




Structure of expenditure as % of Gross Domestic Product llacelbslance S Rt 510 ml039 851/
~Final consumption expenditure 82.9 81.9 81.6 826 84.1 | EXPOrts iEE42 =Y (1:856 2658 2
~ household and NPISH 62.4 62.1 62.8 63.9 630 meorts 2250 294 2,566 3652 SIS
_general government 205 19.8 18.7 186 202 g period of the p year =100
- Gross fixed capital formation 25.3 24.5 23.4 26.2 23.2 ismslofitade) 98'2" 99'1” 99'BI 102'8" 26
o
_ Stock variation b) 0.2 2038 06 2.1 27 asielofiiotal
~ Exports of goods and services 85.1 87.7 90.7 102.7 T EeibuiihEgle £ 24 a8 Y 2]
 Imports of goods and services 935 932 9.3 1136 Cag WSS EUE S G5 5o 00 84
D S
Inflation rate % change over the previous year sl 000iofipopulation
Consumer price index c) 8.4| 3'7" 2.3| 3.0” 2.5p Natural growth rate 4.0 3.2 28 3.0 2.4
I " I ” Net migration rate (including corrections) 8.4 6.5 8.0 8.5 8.5
Balance of payments Mio ECU/euro per 1000 live-births
~Current account 175 194 116 576 -191i[j Infant mortality rate 64 53 72] 6.1 &4
-Trade balance 579 -528 -537 673 Life expectancy: at birth
Exports of goods 1,467 1,629 1,891 2,689 Males 74.9 74.4 75.1 74.3 74.7)
Imports of goods 2,047 2,156 2,428 3,363 Females 80.1 80.1 79.3 80.2 80.0
-Net services 348 340 351 252
ENGlinComo s 58 30 71 Labour market (Labour Force Survey) d) % of population
N e ot s 29 51 20 16 Economic activity rate (15 - 64) 55.4/ 55.1 55.0 58.0 58.0]
of whioh: govemmont transfars Z 3 = 3 Emp rate (15-64), total 52.6 52.1 52.0 54.2 54.2
~FDI (net) inflows 7 238 770 707 350 (TP rate (15-64), male 76.1 74.8] 74.0 75.1 76.4)
Employment rate (15-64), female 28.8! 291 297 33.1 31.6]
Public finance in % of Gross Domestic Product
General government deficit/surplus -10.7 -10.8 -8.3 -7.0 -7.0p (AR G sy By WACIE ringies fngccfiictal
General government debt 515 64.9 59.9 60.7 EEp=agncuitrsiandiiorssiy 17 G 19 i 22
- Industry construction) 26.9 26.8 26.1 26.1 211
- Construction 4.5 4.3] 4.1 6.9 7.7]
- Services 66.9/ 67.3 68.2 65.2 66.0]
% of labour force
Unemployment rate, total 5.6 5.6 5.8 6.5 6.5]
Unemployment rate, males 6.3 6.6| 6.8 7.0 6.0
Unemployment rate, females 3.3 3.0 3.1 5.4 7.8
Unemployment rate of persons<25 years 71 7.2 75 11.2 15.4
as % of all unemployed
Long-term unemployment share 40.6" 42.5” 48.7| 82.3" 43.8|
| Il ] I
Infrastructure in km per 1000 Km2
Railway network I . " . I ||
km
Length of motorways I . " . I ||
| I | I
Industry and agriculture previous year = 100
Industrial production volume indices g) 98.5 110.5] 107.0 116.2 93.2
Gross agricultural production volume indices h) 110.2 102.5; 98.3 98.6 96.4
Standard of living per 1000 inhabitants
Number of cars e) 439.0 450.0] 466.0 481.0 492.0
Main telephone lines 483.1 497.0; 509.3 528.4 534.7
Number of subscriptions to cellular mobile services 39.3 49.0’ 62.6 289.8 605.0
Number of Internet subscriptions 33.5 58.8 63.9 87.9 137.0
p = provisional figures
a) Figures have been calculated using the population figures from National Accounts, which may differ from those used in
demographic statistics.
b) These figures include changes in inventories, s less dis of and the P
between the GDP and its expenditure components.
c) Index not yet harmonised
d) Administrative records for 1997-1999. Largely EU-harmonised LFS since 2000.
e) Registered cars.
f) Less liabilities due to International Banking Institutions
g) 1999-2001 estimated since the index compiled according to ISIC was discontinued
h) Source: Economic Accounts for Agriculture (Manual on EAA/FAF Rev 1.1)
i) Source: Website of the Statistical Office
Methodological Notes
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