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Preface

The European Council in Cardiff in June 1998 noted that the Commission would present a report on Turkey based on Article 28 of the Association Agreement and the conclusions of the Luxembourg European
Council.

The Commission presented its first Regular Report on Turkey in October 1998, together with the Regular Reports for the other candidate countries, with a view to the Vienna European Council; a second report
was adopted in October 1999, with a view to the Helsinki European Council.

The Helsinki European Council concluded that "Turkey is a candidate State destined to join the Union on the basis of the same criteria as applied to the other candidate States. Building on the existing European
Strategy, Turkey, like other candidate States, will benefit from a pre-accession strategy to stimulate and support its reforms."

As part of the pre-accession strategy, the Commission reports regularly to the European Council on progress made by each of the candidate countries in preparing for membership. The first fully-fledged Regular
Report for Turkey was presented to the Nice European Council in December 2000. A second Regular Report was presented to the Lacken European Council in December 2001. The Commission has prepared
this Regular Report with a view to the Brussels European Council in autumn 2002.

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 Turkey and the Union, in particular in the framework of the Association Agreement;
* analyses the situation in respect of the political criteria set by the 1993 Copenhagen European Council (democracy, rule of law, human rights, protection of minorities);

* assesses Turkey'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 Turkey's capacity to assume the obligations of membership, that is, the acguis as expressed in the Treaties, the secondary legislation, and the policies of the Union. In this patt,
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 implement and enforce the aeguis. 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 make 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 petiod until 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 Turkey 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 countties are ready to conclude negotiations, this
Report includes an evaluation of Turkey’s track record since the 1998 Regular Report. For the economic criteria the track record covers the period since 1997 and the report also provides a dynamic, forward-
looking evaluation of Turkey’s economic performance.

The Report further includes a separate section examining the extent to which Turkey has addressed the Accession Partnership priorities.

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 patliamentary approval have not been taken
into account. This approach ensures equal treatment for all the candidate countries and permits an objective assessment of each country in terms of their concrete progress in preparing 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, the National Programmes for the Adoption of the Acguis where they are
available, and vatious peer reviews that have taken place to assess candidate cou ntries’ 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 Turkey

The European Council of Lacken of December 2001 concluded that: "Turkey has made progress towards complying with the political criteria established for accession, in particular through the recent
amendment of its constitution. This has brought forward the prospect of the opening of accession negotiations with Turkey. Turkey is encouraged to continue its progress towards complying with both
economic and political critetia, notably with regard to human right s. The pre-accession strategy for Turkey should mark a new stage in analysing its preparedness for alignment on the acquis."

The European Council of Seville in June 2002 "welcomed the reforms recently adopted in Turkey. It encourages and fully supports the efforts made by Turkey to fulfil the priorities defined in its Accession
Partnership. The implementation of the required political and economic reforms will bring forward Turkey's prospects of accession in accordance with the same principles and criteria as are applied to the other
candidate countries. New decisions could be taken in Copenhagen on the next stage of Turkey's candidature in the light of developments in the situation between the Seville and Copenhagen European Councils,
on the basis of the regular report to be submitted by the Commission in October 2002 and in accordance with the Helsinki and Laeken conclusions."

In 2002, the emphasis has been on the implementation of the new phase of the pre- accession strategy for Turkey.

In summary, the following results under the pre-accession strategy can be mentioned for 2002:
- the continuation of an enhanced political dialogue under the Belgian, Spanish and Danish Presidencies with meetings of Political Ditectors in Brussels, Madrid and Copenhagen and political dialogue as
patt of the Association Council in April 2002. During these meetings, a number of key issues have been discussed such as the political reforms and human rights in Turkey, Cyprus, peaceful settlement of
border disputes, European Security and Defence Policy (ESDP) as well as wider issues r egarding the situation in the Caucasus, the Middle East and in the Balkans.
- the start of a process of detailed legislative scrutiny in the first half of 2002 within the cight sub-committees of the Association Committee. This committee decided in January 2002 on the subjects, on
which work should focus, including a schedule of meetings. The first series of meetings were completed in July 2002. This process allowed for a more detailed dialogue on the requirements for the
transposition, implementation and enforcement of parts of the acquis. Differences in Tur kish legislation with the acquis in various sectors were identified. The sub-committees monitored the
implementation by Turkey of the Accession Partnership priorities and discussed vatious trade issues. In July 2002, an extra meeting of the sub-committee dealing with Justice and Home Affairs took place

to discuss the matter of illegal immigration. On that occasion, both sides agreed on a Common Action Programme on illegal migration to be adopted at the next meeting of the Association Committee.

- the adoption in December 2001 of a regulation on pre-accession financial assistance to Turkey. This new regulatory framework ensures an accession driven approach of the EC’s financial co-operation
with Turkey. As for all candidate countries, financial assistance has to focus on the priorities identified in the Accession Partnership.

- the commitment of €194 million in grant assistance to Turkey in 2001. EIB loans to Turkey in the same year totalled €375 million. (see below).

- the continuation of negotiations for the extension of the EC-Turkey Customs Union to setrvices, and the mutual opening of public procurement markets. These negotiations took place in December
2001. The Customs Union cutrently covers trade in industrial goods and processed agricultural products.

Recent developments under the Association Agreement, including bilateral trade



The Association Committee met in Brussels in January 2002. The meeting was an opportunity to take stock of Turkey’s compliance with the Copenhagen criteria, to discuss the pre-accession strategy for Turkey
as well as the state of implementation of the Association Agreement. It laid the basis for the preparation of the Association Council meeting.

The Association Council was held in Luxembourg in April 2002. Among the issues discussed were Turkey's progress in meeting the Copenhagen political criteria in particular in the field of human rights and
fundamental freedoms. Exchange of views took place on other important issues such as Cyprus, peaceful settlement of border disputes and the fight against terrorism. The pre-accession strategy was discussed as
well as the state of bilateral relations in particular the implementation of th e Customs Union.

Representatives of the Turkish government started to participate in technical committees in line with established policy for candidate countries.

The EP - Tutkey Joint Parliamentary Committee met twice: in Istanbul in November 2001 and in Brussels in June 2002. A wide range of issues was discussed including EU-Turkey relations, human rights,
Cyprus, ESDP, and the fight against terrorism. EC-Turkey financial co-operation was discussed in depth.

Two meetings of the Joint Consultation Committee under the Economic and Social Committee took place in November 2001 in Brussels and in July 2002 in Erzurum. The Customs Union Joint Committee met
in Brussels in November 2001. A consultation mechanism on areas of relevance for the Customs Union has met on a regular basis. The Customs Co-operation Committee met in December 2001 and in
September 2002.

A number of transitional arrangements under the Customs Union expired in December 2000. There is an urgent need for Tutkey to remove technical batriers to trade, to adopt competition implementing rules,
to strengthen the enforcement of intellectual property rights and to adjust state monopolies of a commercial character to ensure non-disctimination in market access between EC and Turkish operators.

In general, manufactured goods circulate freely within the Customs Union. A number of trade issues covering agricultural and industrial goods remain unresolved. Access for alcoholic beverages and second hand
goods to the Turkish market are restricted. Turkey frequently does not meet its Customs Union commitments. Other products, such as pharmaceuticals, cosmetics, energy drinks, ceramics and spare parts for
various reasons face difficulties entering the Turkish market. This is also the ¢ ase for various agricultural products, inter alia due to delays in granting import licences and punitive import conditions.

A new anti-dumping investigation was initiated on imports of hot rolled coils from Turkey (among others) in December 2001. The investigation on imports of welded tubes and pipes (iron and non-alloy steel)
led to the imposition of provisional duties in March 2002.

The business investment climate needs drastic improvement. The administrative procedures in place are lengthy and burdensome. Testing requirements for certain EC products are excessive and unnecessary
since they duplicate tests already catried out elsewhere.

In the agriculture sector, the Commission has continued consultations with Turkey on a package to compensate the EC for Turkey's current ban on certain concessions, granted under an Association Council
Decision, on imports of live bovine animals and beef from the Community. Turkey is ready to conduct negotiations with the EC as foreseen under the Customs Union Decision. A licensing system for the
exports of Turkish dried fruits, including hazelnuts, to the EC was established in order to protect public health in the EU. The products contain unacceptably high levels of residues of contaminants.

Overall, Turkish exports to the EC account for € 20.1 billion or 51.6% of total exports, whereas imports from the EC account for € 20 billion or 44.6% of Turkish imports.

In response to the protectionist measures taken by the US, which greatly restricted access to their market and created the risk of considerable trade diversion, the EU imposed provisional safeguard measures erga
ommes on imports of certain steel products in March 2002. These measures were partly confirmed in September 2002.

Accession Partnership

The first year of the Accession Partnership — the time period for the fulfilment of the short-term priorities — expired at the end of March 2002. Its implementation is reviewed in part D of this Report.

National Programme for the Adoption of the Acquis

Tutkey adopted its National Programme for the Adoption of the Acquis in March 2001. It is being implemented through the enactment of various picces of legislation. No modifications have been made to the
National Programme in 2002.

Community Assistance

A new regulation concerning pre-accession financial assistance for Turkey entered into force in December 2001. The purpose of this framework is to simplify procedures and to ensure an accession-driven
approach to financial assistance to Turkey. The procedures for programming and implementing the pre-accession financial assistance programme now mirror those of Phare, i.e. a deconcentrated management
system for financial assistance has been put into place wi th greater responsibilities for the Turkish Government. This new system has already lead to an upturn in the rate of tendering and contracting in 2002
compared with previous years. Over €200m of previously programmed assistance is expected to have been contracted by the end of 2002.

The regulation reiterates that during the current financial perspective the Commission’s objective will be to maintain pre-accession financial assistance at a level double that enjoyed by Tutkey in the period 1993-
99.

Furthermore, following the decision to establish a decentralised implementation system in Turkey by the end of 2002, the government has begun to put in place the necessary structures which form an integral
patt of the system (National Aid Co-ordinator, Central Finance and Contract Unit, National Fund).

In 2002 the total national allocation for Turkey is €149 million. Resources this year will be devoted to the following priority areas:

- Political criteria. Technical assistance and investment are being provided in the following areas: the development of modern questioning techniques for law enforcement agencies, and the fight against
organised ctime, drugs and fraud. A range of civil society development initiatives are also on-going addressing issues as diverse as pluralism and cultural diversity to women’s health rights. Turkey is also a
"focus country" under the European Initiative for Democracy an n Rights (EIDHR). This will allow Turkey to benefit from projects to promote the freedom of expression and independent media, good
governance, improved access to justice, the prevention of torture and support for the rehabilitation of torture victims, as well as the fight against racism and discrimination. For the most part such projects
will be implemented by civil society organisations.

- Economic criteria. Following the economic crisis in Turkey support is being provided in particular for SMEs.

- Meeting the obligations of the acquis. Technical assistance and investment are being provided in areas such as: justice and home affairs, internal market, agriculture, energy, telecommunications,
employment and active labour market policy, health and safety at work, environment, competition and state aid, and maritime safety.

- Economic and social cohesion. This has been addressed extensively by on-going pre-2002 programmes. Two major projects have been developed for the south cast. The promotion of employment in the
region is a key element of these programmes. Feasibility studies have been financed for the development of cross-border programmes.

Participation in Community programmes and agencies has accelerated. A framework agreement between the European Community and the Republic of Turkey was ratified by the Turkish Parliament in June . It
allows Turkey to participate in all programmes and agencies open to the candidate countries. At present Turkey participates in the European Environment Agency, the European Monitoring Centre for Drugs
and Drug Addiction, IDA, Public Health, Combating Discrimination, Gender Equality, Combating Social Exclusion and Incentive Measures in Employment, and Customs 2007. Funding provided under the
2002 programme co-finances preparations for Turkish participation in Community programmes such as Customs 2002, the Multi-annual Programme for Enterprises and Entrepreneurship (SME), e-Content, and
the Leonardo, Socrates and Youth programmes are well advanced. Turkey has to set up a National Agency to manage its participation in the education programmes. Further steps need to be taken in order for
the Agency to become fully operational.

Turkey now also benefits from the multi-country programme TAIEX. .
Turkey is also a major beneficiary of assistance from the EIB. It benefits from up to five different mandates and facilities: the EuroMed II Lending Mandate for Mediterranean countries, the Mediterranean

Partnership Facility, the Special Action Mandate for Turkey, the Turkey Earthquake Reconstruction and Rehabilitation Assistance Facility and the Pre-Accession Facility. In total Turkey has received loan
financing worth €1020 million from 1992 to 2000. In 2001, around €375m w y the EIB for four major investment projects.

Detailed legislative scrutiny

Subcommittees under the Association Committee have been carrying forward the detailed legislative scrutiny as part of the new stage in the pre-accession strategy for Turkey decided in Lacken. The Association
Committee of January 2002 adopted a work programme and a list of subjects to be dealt with by each sub committee.

This process allows for a more detailed dialogue on the requirements for the transposition, implementation and enforcement of the acquis, focusing on precise sectoral issues. The process also included the
examination of the capacity of the Turkish administration to implement the acquis effectively. The first round of meetings ended in July 2002. There has been an extra meeting of the subcommittee on justice and
home affairs focusing on the issue of illegal migration.

Twinning
One of the main challenges still facing the candidate countries is the need to strengthen their administrative capacity to implement and enforce the acquis. 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. The twinning process makes the vast body of Member States'
expertise available to the candidate countries throu gh 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
Partnerships: agriculture, the environment, public finance, justice and home affairs and preparation for the management of Structural Funds. Since 2000, other important sectors of the acquis have also been
addressed through twinning, such as social policy, the fight against drugs, transpor t and telecommunications regulation. Twinning now covers all areas pursuant to the acquis.

Tutkey has not benefited from twinning to date. Two major information meetings on the twinning process have been held with the Turkish administration in 2001 and 2002. Up to 12 twinning projects are
included in the 2002 programme for Turkey.

Criteria for membership
Enhanced political dialogue and Political criteria

Introduction

The political criteria for accession to be met by the candidate countries, 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 1998 Regular Report on Turkey, the Commission concluded:

"On the political side, the jon highlights certain lies in the joning of the public anthorities, persistent human rights violations and major shortcomings in the treatment of minorities. The lack of civilian control of the army gives canse
Jfor concern. This is reflected by the major role played by the army in political life through the national security council. A civil, non-military solution must be found to the situation in sonth-east Turkey, particularly since many of the violations of civil
and political rights observed in the country are connected in one way or another with this issue. The Commission acknowledges the Turkish government's commitment to combat human rights violations in the conntry but this has not so far had any
significant effect in practice. The process of democratic reform on which Turkey embarked in 1995 must continue.

" In addition to ing these problems, Turkey must make a constructive contribution to the settlement of all disputes with various neighbonring conntries by peaceful means in accordance with international law."
In its 2001 Regular Report, the Commission found that:

"The constitutional amendments adopted by the Turkish Parliament on 3 October 2001 are a significant step towards strengthening guarantees in the field of human rights and fundamental freedoms and limiting capital punishment. The
amendpents narrow the grounds for limiting such fundamental freedoms as the freedom of expression and dissemination of thought, freedom of the press and freedom of association. Attention has now turned to the effective implementation of these
important changes . The Turkish Government is finalising a package of new draft legislation that is aimed at imple ing a number of jtuti dments, in particular with regard to freedom of expression and thought. 1t should facilitate
progress towards satisfying the Accession Partnership priorities.

" Despite these changes, a number of restrictions on the exercise of fundamental freedoms have remained. The extent to which individuals in Turkey will enjoy real improvement in the exercise of fundamental freedoms will depend on the details of
implementing legislation, and the practical application of the law. It is encouraging that a general principle of proportionality has been introduced and that the stated general aim of the reform is effectively to bring to the forefront respect for human
rights and the rule of law.

" The moratorium on the death penalty has been maintained. The revised Article 38 of the Constitution limits the death penalty to cases of terrorist crimes and in times of war or imminent threat of war. The exception for terrorist crimes is not in
line with Protocol 6 to the Enropean Convention on Human Rights (ECHR) (which does not permit any reservations), whereas the exception of times of war and in cases of imminent threat of war is permitted under Protocol 6. 1egislative changes
to the Penal Code will be needed to put this revised Article into effect. This will permit an assessment of whether Turkey is in a position to sign and ratify Protocol N° 6 to the ECHR.

" The reforms related to economic, social and cultural rights contain a number of positive elements. The provisions forbidding the use of langnages probibited by law, in Articles 26 and 28, have now been abolished. This conld pave the way for the use
of languages other than Turkish and is a positive development. Existing restrictive legislation and practices will need to be modified in order to i this constitutional reform, as the Turkish anthorities have recognised. T here has been no
imp in the real enjoyment of cultural rights for all Turks, irrespective of their ethnic origin.

" A number of substantial prison reforms have been adopted. Turkey is encouraged to ensure that these reforms are fully implemented. The disproportionate use of force in breaking up prison protests is to be regretted. The continuing loss of life as a
result of hunger strikes is unacceptable from a humanitarian point of view. Irrespective of the political motives of those involved, efforts should be stepped up to prevent further deaths. Free debate on these issues shonld be all owed.

" Reform of the judicial system has begun. The independence of the judiciary, the powers of State Security Courts and military conrts and compliance with rulings of the Eunropean Court of Human Rights remain matters of concern.
" A number of initiatives have been taken to increase the awareness of law enforcement officers and judicial personnel of human rights issues, but it is too early to assess the practical impact of these.
" Despite several initiatives to foster more transparency in Turkey's public life, corruption remains a serious problem. The recent signature of important Council of Europe Conventions on corruption and on money laundering is a positive development.

" Further action needs to be taken to improve the economic situation in the South East to reduce regional disparities and to enbance economic, social and cultural opportunities for all citizens. The state of emergency still applies to_four provinces in
this part of the country.

" The basic features of a democratic system exist in Turkey, but a number of fundamental issues, such as civilian control over the military, remain fo be ¢ffectively addressed.
" Despite a number of constitutional, legislative and administrative changes, the actual human rights sitnation as it affects individuals in Turkey needs improvement.

" Though it is beginning to make progress in some areas, Turkey does not yet meet the Copenhagen political criteria and is therefore encouraged to intensify and accelerate the process of reform to ensure that human rights and fundamental freedoms
are fully protected in law and practice, for all citigens, throughout the country.

" Fuller use should be made of the enhanced political di to further stimulate progress on key issues, which are priorities of the Accession Partnerships, such as human rights, Cyprus and the peaceful settlement of border disputes.

" Given Ankara's support for the decision of Mr Denktash to withdraw from the UN proximity talks and to decline the UN Secretary General's invitation to talks in New York, the support Turkey has expressed in the political dialogue for the
UNSG's gfforts to find a comprebensive solution of the Cyprus problem should now be followed by concrete steps by Turkey to facilitate a solution.”

The section below provides an assessment of developments in Turkey, 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 Turkey's ability to implement the acguis, in particular in the domain of justice and home affairs. Specific information on the
development of Turkey's ability to implement the acg™> in the field of justice and home affairs can be found in the relevant section (Chapter 24 — Cooperation in the field of justice and home affairs) of part B.3.1. of this Report.

Recent developments

A major constitutional reform was adopted in October 2001 aimed at strengthening guarantees in the field of human rights and fundamental freedoms and limiting capital punishment. A new Civil Code was
adopted in November 2001. Three sets of reform packages were adopted in February, March and August 2002.

The adoption of these reforms demonstrates the determination of the majority of Turkey's political leaders to move towards further alignment with the values and standards of the European Union. These
reforms were adopted under difficult political and economic circumstances, and represent a major shift in the Turkish context. The building of political consensus around these changes was prepared by an
intensive public debate concerning EU accession which took place in Turkey during the last year with the participation of political parties, civil society, business as well as academic circles.

The debate focused on the fulfilment of the Copenhagen political criteria, particulatly the abolition of the death penalty, Radio/ TV broadcasting and education in languages other than Turkish. Turkey's future in
the EU was the subject of a meeting convened by President Sezer on 7 June 2002 with leaders of most political parties represented in Parliament. At the end of the meeting, a statement was issued confirming

that EU membership was a common objective for the political parties represe nted at the meeting.

The reform package adopted by Parliament in August 2002 was particularly far reaching. Among the amendments adopted are the lifting of the death penalty in peace time, the possibility for Radio and TV
broadcasting in Kurdish, the widening of freedom of expression and greater freedom for non-Moslem religious minorities.

The National Security Council recommended on 30 May 2002 that the state of emergency in two provinces of the Southeast be lifted.. The Turkish Parliament endorsed this recommendation and this measure
entered into force on 30 July 2002. The National Security Council also recommended the lifting of the state of emergency in the two remaining provinces by the end of the year.

Substantial economic reforms continued, supported by the IMF and the World Bank. This contributed to the stabilisation of the Turkish economy. The banking sector underwent restructuring while efforts
continued to reform the energy, telecommunications and agriculture sectors. There was, however, no significant progress in privatisation.

In August 2002, Parliament decided to call eatly elections on 3 November 2002.

The Turkish government has declared its continued support for the efforts of the United Nations Secretary General to achieve a comprehensive settlement of the Cyprus problem.

In December 2001, direct talks between the leaders of the two communities in Cyprus started with the aim of reaching a comprehensive settlement.

Relations between Turkey and Greece have continued to improve. Exploratory contacts on the Aegean between the two foreign ministries started in March 2002. Several bilateral agreements have been ratified.
Despite progtess, the issue of Turkey's participation in decisions on EU-led operations using NATO assets as part of the European Security and Defence Policy has remained untesolved.

The Constitutional Court continued its judicial proceedings against the HADEP party on the basis of alleged links with a terrorist organisation.



A number of students across the country petitioned for optional language classes in Kurdish to be taught in universities. While in some universities several petitions were accepted, in others they could not be
submitted. The High Education Board (YOK) issued injunctions to university rectors to impose disciplinary sanctions on the petitioners. Some students were subject to criminal proceedings by the State Security
prosecutor in several cities. In a number of instances, the cases res ulted in acquittals.

Turkey organised the EU-OIC (Organisation of Islamic Conference) Forum on "Civilisations and Harmony, the Political Dimension" in Istanbul in February.
In June, Turkey took over the command of the Afghan peacekeeping Force (ISAF).

Democracy and the rule of law

Parliament

Parliament adopted some 45 new laws including the new Civil Code (1030 articles) and the three ‘reform packages’ implementing the 2001 constitutional amendments. Parliament also re-adopted without change
two laws that had been vetoed eatlier by the President, namely the law on conditional release of prisoners and the High Audio Visual Board (RTUK) Law on broadcasting. The latter law was subsequently
amended as part of the third reform pack t 2002.

Parliament made efforts to increase its efficiency by changing its internal regulation. In January 2002, a number of deputies appealed to the Constitutional Court against the new internal regulation. The Court
ruled that the new regulation was partly unconstitutional. In the court's opinion the "Questions and Answers" period should not be limited to 10 minutes and members of Parliament should be allowed to ask
questions on individual articles of draft laws and to submit more than 3 amendm ents to each article of a draft law.

Parliament adopted an amendment to Article 86 of the Constitution concerning salaries and pensions of Members of Parliament.

The Parliamentary Committee on Human Rights resumed its activities and has met 8 times since last October. The committee organised special visits to police stations, prisons, orphanages and NGOs in
Antalya, Eskisehir, Kocaeli, Trabzon,Van and Siirt, and produced reports after each visit. Two additional sub-committees were established to investigate the issue of illegal telephone tapping and human rights
violations during demonstrations in Istanbul.

Two deputies from the Fazilet ("Virtue") Party lost their seats in Parliament after the publication in the Official Gazette of the decision of the Constitutional Court to close their party on the grounds of anti-
secular activities.

A new Patliamentary group was formed called "New Turkey" (YTP).
Discussions continued on the setting up of a Parliamentary Committee for EU Integration.

The Committee on Constitutional Affairs discussed a number of constitutional amendments mainly related to the powers of the executive.

The Executive

The current three-party coalition has been in office for more than three years. Differences regarding political and economic reform have emerged among the coalition partners. In July, the ruling coalition lost its
majority in Parliament following the resignation by many MPs from the senior government party. Since then, there has been a minority government. Following the decision to hold eatly elections several
ministers resigned and have been replaced. Th e President of the Republic exercised his right of veto with regard to several laws, notably the law on conditional release of prisoners, the State Security Courts Law,
the law on restructuring of the financial sector debt and the amendments to the property tax law. In June 2002, the President appealed to the Constitutional Court against the law on broadcasting (RTUK) and
the law on conditional release, which following an catlier presidential veto had both been re-adopted by Parliament unchanged.

The President also vetoed the amendment to Article 86 of the Constitution concerning the increase of the wages and salaries of Members of Parliament, because this was considered inappropriate at a time of
considerable economic difficulties.

In the field of public administration, efforts have been made to improve the quality of public management and staffing. A general regulation concerning the persons to be appointed to public offices was adopted
in May 2002. This lays down the general principles and procedures for the selection of public officials. A new system of management has been put in place in the Ministry of Education.

In January 2002, the Government adopted an Action Plan on Enhancing Transparency and Good Governance in the Public Sector. This will have implications for the duties and responsibilities of both central
and local administrations.

The General Secretariat for EU affairs (EUSG) has further consolidated its role co-ordinating the implementation of the NPAA and the pre-accession strategy. A translation co-ordination unit has been
established. Organisational arrangements have been made to foster closer co-operation with other departments and agencies. Consultations between the EUSG and social partners, the private sector and non-
governmental organisations have been reinforced. Thirteen working groups have been set up w ith representatives of civil society.

The EUSG has been involved in preparing the detailed legislative scrutiny of the acquis, within the framework of the eight sub-committees under the EC-Turkey Association Committee.

The role of civilian officials in local administration has been strengthened. As a result of the modification of Article 9 of the Law on the Organisation, Duties and Powers of the Gendarmerie, military officers are
no longer entitled to act in provincial administrations as deputy for the Governor in the latter's absence. This change represents a significant step towards the demilitarisation of the provincial administration.

The Judicial System

The Turkish judicial system comprises a Constitutional Court, a Council of State, a Supreme Court, a Court of Jurisdictional Disputes and a general system of courts of first instance. There are also State Security
Courts and Military courts. The Turkish court system is organised as a two tier system where the Supreme Court performs the function of High Coutrt of Appeal.

Some changes have taken place in the judicial system.

The system of enforcement judges established in May 2001 is now in place, through the appointment of 140 judges in criminal courts across Turkey (see below on the reform of the prison system under Civil and political
rights).

A new Civil Code was adopted by Parliament in November 2001 and entered into force in January 2002. It introduces changes in areas such as gender equality, freedom of association and child protection (see
below under Economic, social and cultural rights).

The State Security Courts continue to function. Their operation has been modified following the adoption of a number of legislative amendments, notably to the Law on the Establishment and Prosecution
Methods of State Secutity Courts and the Law on the Fight Against Criminal Organisations. As a result, offences relating to organised crime and fraud in the banking sector no longer fall under the competence
of the State Security Coutts.

The right of defence for detainees falling under the competence of the State Security Courts has been improved. The final paragraph of Article 16 of the Law on the Establishment and Prosecution Methods of
State Security Courts has been abolished. This provision limited detainees' right of access to a lawyer and required the presence of a third person, normally a public official, at meetings between the detainee and
his lawyer. Detainees prosecuted for collective offences falling under the jurisdiction of State Security Coutts are now legally entitled to access to a lawyer, but only after 48 hours (see below under Civil and political
rights).

Despite these limitations to the jurisdiction of State Security Courts, the powers, responsibilities and functioning of these Courts still need to be brought in line with European standards.

The National Judicial Network Project has continued. The project, which is now in its second phase, aims to establish an information system between the coutts and all other institutions of the Ministry,
including prisons, with a view to accelerating court proceedings and ensuring uniformity and efficiency.

The judicial system is faced with a large backlog. There are currently 1,153,000 criminal cases and 548,000 civil cases pending. The average duration of judicial proceedings remains long: 406 days in general
criminal courts and 241 days in general civil courts. The Ministry of Justice reports the average duration of proceedings to be longer at juvenile courts than in other courts (2000: 755 days). Furthermore, in
certain cases, the duration is much longer than the average (see below on torture and mistreatment under Civil and political rights).

There has been no progress with regard to the establishment of intermediate courts of appeal. The Supreme Court has thus far performed the functions of a court of second instance. The establishment of a
Court of Appeal would be an important step forward in ensuring the right to a fair trial, and increase the speed and efficiency of the judiciary.

One of the difficulties of the judicial system appears to be the inconsistent use, by public prosecutors, of a broad range of articles of the Penal Code, when applied to cases related to freedom of expression.
In spite of the amendments to the provisions on freedom of expression (Articles 159, 312 and Article 8 of the Anti terrorist law), there has been a certain tendency by prosecutors to use other provisions of the
Penal Code, which were left unchanged by the harmonisation packages, to limit freedom of expression. This is particularly the case for Article 169 (support for illegal armed organisations) that was applied to

students petitioning for optional language courses at university.

Day to day practice shows differences in the interpretation of the law in practical cases. As a result, there is a lack of clarity, transparency and legal certainty. There is evidence that in some cases the judge,
invoking the same law provisions, decided to grant an acquittal while in other cases the opposite decision was taken. This in turn raises the question of the predictability of interpretation of the law.

The Supreme Court has started to apply the provisions of the reform packages, in particular in the field of freedom of expression and the fight against torture. In a number of cases, the Court has overruled
judgements on the grounds that they were contrary to the newly introduced provisions.



On the other hand, the Supreme Court overruled a decision of the State Security Court in Diyarbakir which appeared to be based on the newly introduced provisions, in particular on the new version of Article
312 of the Penal Code. In this case, the Diyarbakir State Security Court decided to delete the criminal records of Tayyip Erdogan, the leader of the AKP patty, convicted under the old Article 312. The State
Security Court r uled that the act for which he was convicted was no longer considered as a criminal offence under the new version of Article 312. This would have allowed Mr Erdogan to participate in the
clections of 3 November, but the Supreme Court ruling, followed by the subsequent decision of the High Electoral Board effectively prevented this.

As regards juvenile courts, two more courts were established in Diyarbakir and Istanbul, bringing the total to eight. Work is underway to establish juvenile courts in eight other provinces. The extension of these
juvenile courts to all regions has been slower than planned. There has been no progress concerning the structure and the remit of juvenile courts. Their competence is limited to juveniles between 11 and 14
years. Consequently, juveniles between 15 and 18 are tried by ordinary cou rts. Where juvenile courts do not exist, juveniles are tried by ordinary courts.

No progress can be reported on establishing additional forensic medicine institutes.
There ate continued reports that the judiciary does not always act in an independent and consistent manner.

As regards the application of the European Convention on Human Rights (ECHR), the Constitutional Court's ruling of 20 March 2002 is a positive development. In this ruling, the Court recognised that the
ECHR is a source on which the Turkish courts can base decisions. This should help guarantee fair trial under Article 6 of the ECHR. However, the issue of the direct effect of the judgements of the European
Court of Human Rights (EctHR) remains to be addressed.

As part of the third "reform package" adopted in August 2002 provisions have been added to the Turkish legal system to allow for retrial in the event of convictions, both in civil and ctiminal cases, that have
been found contrary to the ECHR. The newly adopted measures have paved the way for reopening impugned proceedings. These new provisions will only apply to decisions taken pursuant to applications made
to the ECtHR after August 2003.

Legal measures are also required to ensure the restoration of civil and political rights where those rights have been restricted in violation of the ECHR, and to ensure the clearing of criminal records (see also below
on Human rights and protection of minorities).

Another area of concern remains the jurisdiction of military courts over civilians. In 2001, 176 cases involving 358 civilians were dealt with by military courts, mostly in relation to charges of fraud in avoiding
military service or obstructing, intimidating and insulting soldiers on duty.

Training programmes have continued, covering such issues as fair trial, the fight against organised crime and the new Civil Code. Regional seminars were organised, in particular in the areas of prevention of
torture and freedom of expression. Two thousand judges and prosecutors have been trained in forensic medicine law. Training through a joint programme of the European Commission and the Council of
Europe on ECHR case law for the judiciary is to start in autumn 2002. The Ministry of Jus tice has planned seminars for judges and prosecutors starting in Ankara and other provinces for the autumn.

Anti-corruption measures
Surveys indicate that corruption remains a serious problem in Turkey. The high-level steering committee set up by the Government in 2001 has stimulated anti-corruption measures.

In January 2002, the Government adopted an Action Plan on Enhancing Transpatency and Good Governance in the Public Sector. Whilst the plan has the wider objective of improving the performance of
public services, it has implications for preventing corrupt practices by enhancing transparency. It envisages the adoption of a number of measures, such as a code of ethical conduct for civil servants and public
administrators, strengthening the inspection and audit system, and stepping up the fig ht against money laundering,

It also provides for the setting up of specialised courts for corruption cases. Accountability and transparency in election campaign financing is to be improved, notably by amending the Political Parties Law, so as
to oblige parties to disclose their sources of financing and setting upper limits to contributions. It is planned to amend the relevant legislation on compulsory declaration of resources (Declaration on Wealth,
Bribery and Anti-Corruption) in order to increase public access to financial disclosure statements by public officials. The creation of a specialised judicial police force, under the supervision of the Chief State
Prosecutor, has also been proposed.

In May 2002, the Government adopted a circular appointing five Ministers to implement the Action Plan. Several authorities are responsible for the measures foreseen under the Action Plan in the Public Sector.

In January 2002, Parliament adopted a new Law on Public Procurement with the aim of enhancing transparency and curbing corruption. The law was amended on a number of basic points in June 2002. A
Public Procurement Authority has been established and its ten board members, including the president, were appointed in April 2002 (see also B.3 Chapter 1 Free movement of goods).

The Prime Ministry Inspection Board is responsible for establishing the general principles of inspection, as well as carrying out inspections and auditing any public or private organisation.

Turkey has still not ratified neither the Council of Europe Convention on Laundering, Search, Seizure and Confiscation of the Proceeds of Crime, nor the Council of Europe Civil Law and Criminal Law
Conventions on Corruption signed on 27 September 2001. It is a party to the OECD Convention on Combating Bribery of foreign public officials in International Business Transactions, and participates in the
monitoring of anti-corruption measures by the OECD Working Group on Bribery in internation al commercial transactions. Turkey is not a member of the Council of Europe Group of States against

Corruption (GRECO).

Official data suggest a steady increase in the number of cases opened related to abuse of duty by civil servants (Article 209 of the Turkish Penal Code). The latest data indicate that 190 cases were opened and 161
cases (from previous years) were concluded. Of those charged, 84 were sentenced and imprisoned, 43 acquitted, and 1 case was dropped.

In relation to bribery, there were 855 cases opened in 2000 (a significant increase vis-a-vis previous years). Six hundred and fifteen cases were concluded. Three hundred and thirteen resulted in convictions
including imprisonment, and 249 in acquittals. Eight cases were dropped.

According to official sources, 32 investigations were being conducted by Customs Protection Controllers.

Overall, a number of steps have been taken to prevent corruption and corrupt practices. The adoption of a strategy to enhance transparency and good governance is a welcome development, and due attention
should now be given to its implementation.

The National Security Council

The constitutional amendment introducing changes to the composition and the role of the National Security Council has been put in practice. A draft law aimed at implementing this amendment is still pending
before the Parliament. The number of civilians has increased from 5 to 9 compared with 5 military members.

The National Security Council (NSC) is formally an advisory body. In practice its opinions carry more weight than mere recommendations and its military members are particularly influential. The National
Security Council holds monthly meetings. After each meeting conclusions are made public through a press release. The NSC has issued opinions and recommendations on a number of governmental issues and
policies, including emergency rule in the Southeast, the fight against terrorism, politica 1 and economic reforms relating to Turkey's compliance with the EU accession criteria, and Cyprus.

On 30 May 2002, the National Security Council recommended lifting the state of emergency in the provinces of Hakkari and Tunceli on 30 July. At the same time it recommended an extension of the state of
emergency for Diyarbakir and Sirnak while indicating that the state of emergency in those provinces should be lifted by the end of the year. On various occasions throughout the year, military members of the
National Security Cou ncil expressed their opinions about political, social and foreign policy matters in public speeches, statements to the media and declarations. They also played an active role in the debate
about reforms to comply with the EU political criteria. They have been particularly active on issues such as cultural rights, education and broadcasting in languages other than Turkish.

The role of the NSC in the High Audio Visual Board has been strengthened as a result of the law on broadcasting (RTUK), which was re-adopted by Patliament following a veto by the President and is currently
pending before the Constitutional Court.

The Armed Forces enjoy a substantial degree of autonomy in establishing the defence budget. Details of the military budget have been made public via the press. There are still two extra-budgetary funds
available to the military in spite of the efforts of the Government to close such funds and make such expenditure subject to normal budgetary procedures. The NSC has continued to be an important factor in
domestic politics. The introduction of a civilian majority of members and the limitati on to an advisory role, in line with the Accession Partnership priority, do not appear to have changed the way the NSC
operates in practice. Although decisions are taken by majority, opinions of its military members continue to carry great weight.

Human rights and the protection of minorities
The constitutional amendments of October 2001 led to the adoption of three sets of implementing legislation in 2002.

The three "reform packages”, adopted in February, March and August 2002 in Acts No 4744, 4748 and 4771, modified various provisions of Turkey’s major legislation and addressed a wide range of human
rights issues, including the death penalty, the exercise of fundamental rights and freedoms, pre-trial detention and legal redress.

The government appears determined to ensure a swift implementation of the new provisions. It is making efforts to provide for the approval of all required regulations and administrative measures by November

2002.
Further detailed assessments of this legislation are given below.

Turkey has made some progress with regard to the various international conventions on human rights. In April Parliament ratified the 1969 UN Convention on the Elimination of All Forms of Racial
Discrimination. Turkey introduced a reservation to Article 22 of the Convention, to the effect that cases involving Turkey can only be referred to the International Court of Justice with its consent. In July 2002,
Turkey signed the European Agreement Relating to Persons Participating in Proceedings of the European Court of Human Rights. No progress has been made in acceding to other major international human
rights instruments such as the Statute of the International Criminal Court, the UN International Covenant on Civil and Political Rights, and the UN International Covenant on Economic, Social and Cultural
Rights.



In January 2002 the Government decided to withdraw the derogation made in 1992, concerning Article 5 of the ECHR ("right to liberty and security") with regard to provinces under emergency rule. In line with
the constitutional and legislative amendments, the maximum pre-trial detention (police custody) petiod is now four days before the detainee needs to be brought before a judge, plus a possible three day
extension in the areas under emergency rule. This is an improvement on the previous maximum of ten days.

Notwithstanding the revision of Article 38 of the Constitution and the amendment of the Penal Code (see below under Civil and political rights) Turkey did not sign Protocol 6 or Protocol 13 to the ECHR on the
abolition of capital punishment. Tutrkey has not signed the Council of Europe Framework Convention for the Protection of National Minorities.

Between 1 October 2001 and 30 June 2002, 1874 applications regarding Turkey were made to the European Court of Human Rights (ECtHR). Of these, the majority (1125) were related to Article 6 of the
ECHR ("right to a fair trial"). Three hundred and four were concerned with Article 5 ("the right to liberty and security"), and 246 applications were made under Article 3 ("prohibition of torture"). One hundred
and four pertained to Article 11 ("freedom of assem bly and association"), and 95 to freedom of expression (Article 10).

Turkey’s failure to execute judgements of the European Court of Human Rights (ECtHR) remains a serious problem. There ate, for example, 90 cases whetre Turkey did not ensure fully the payment of just
satisfaction ordered by the Court and 18 cases, related to the exercise of freedom of expression, where the authorities did not erase the consequences of criminal convictions violating the ECHR.

In July the Committee of Ministers of the Council of Europe adopted an Interim Resolution regarding Turkey’s lack of compliance with some 40 judgements of the ECtHR, delivered between 1996 and 2002, on
violations of the ECHR by Turkish security forces (see below).

On 30 April, the Committee of Ministers of the Council of Europe adopted an Interim Resolution urging the Turkish authorities to respond to the Committee’s repeated demands that the situation of former
Members of Parliament Sadak, Zana, Dicle and Dogan be remedied. The Committee called on Turkey to reopen the proceedings, or undertake other ad hoc measures, so that all consequences of the violation of
the right to a fair trial should be erased.

The Loizidou case, concerning the continuing violation of the applicant’s right to property and the non-payment of the just satisfaction awarded by the Court, is also under continued consideration by the
Committee of Ministers of the Council of Europe. There was no follow-up to the third Interim Resolution regarding this case, adopted in June 2001, in which Turkey was condemned for the non-execution of
the judgement of the European Court of Human Rights of 28 July 1998.

In September, the Parliamentary Assembly of the Council of Europe adopted a comprehensive Resolution on the state of implementation of the EctHR decisions by Turkey. The Assembly urged the Committee
of Ministers of the Council of Europe to take all necessaty measures to ensure the execution of the Coutt's decisions without delay. It also recommended the Committee to envisage, if necessary, the use of
financial sanctions against Turkey.

In the third "reform package", Turkey introduced the possibility of retrial for criminal and civil cases to comply with the rulings of the ECtHR. This does not, however, address cases such as those mentioned
above, as the new provisions will only apply to decisions taken pursuant to applications made to the ECtHR after August 2003. The amendment does not address, cither, other questions related to legal redress,
such as the restoration of civil and political rights for those co nvicted in violation of the provisions of the ECHR.

With regard to the enforcement of human rights, the Turkish government made efforts to strengthen its monitoring and reporting mechanisms, as well as the dialogue with civil society in the field of human
rights. The Parliamentary Human Rights Investigation Committee catried out inspections in detention centres, and in December 2001 an Inter-ministerial High Human Rights Board was set up, comprising
representatives of the Ministries of Interior, Justice and Human Rights. The Committ ee should convene on a monthly basis and is intended to monitor the implementation of legislation and the human rights
situation on the ground.

There are currently Human Rights Boards in 81 provinces and 831 sub-provinces. The Boards have begun to work, but are not fully operational. The Human Rights Presidency in Ankara, which is in charge of
monitoring the implementation of legislation in the area of human rights, is organising awareness campaigns in the local media, and special hotlines and complaint boxes. Every provincial and sub-provincial
Board has an application desk, and should evaluate all applications and ensure approp tiate follow up.

All Boards should meet every month and report back to the Human Rights Presidency on a quarterly basis. Between October 2001 and June 2002, 1192 applications wete filed. Of these, 924 were related directly
to human rights violations. Four hundred and twenty of these cases were investigated, and 146 cases were referred to the judiciary.

There is considerable reluctance on the part of some NGOs to participate in the Human Rights Boards. This is due to their reservations regarding the composition of the Boards, which, in some cases, includes
members of the security forces.

With regards to training on human rights, a joint European Commission — Council of Europe initiative on "Police, professionalism and the public in Turkey" was agreed in January 2002. However, its
functioning has been hindered by a number of technical problems. A further joint European Commission — Council of Europe initiative, which includes raising awareness of human rights issues among law
enforcement officials and judicial personnel, is to be initiated in autumn 2

As regards the fight against discrimination, in April 2002 Turkey ratified the 1969 UN Convention on the Elimination of All Forms of Racial Discrimination. In August 2002 Turkey ratified the Optional
Protocol to the UN Convention on the Elimination of Discrimination against Women. The Additional Protocol No 12 to the ECHR on the prohibition of discrimination has yet to be ratified. Turkey has no
comprehensive civil or administrative law provisions against discrimination. Much remains to be done in terms of transposition and implementation of the Community anti-discrimination acguis based on Article
13 of the EC Treaty (See Chapter 13- Social policy and employment).

Civil and political rights

Following the August 2002 reforms, capital punishment in peacetime has been abolished. The abolition of capital punishment had been widely debated in the coalition Government, and central to this debate
was Ocalan’s case, which is pending before the ECtHR. The death penalty in time of peace has been converted into life imprisonment. Prisoners convicted of tetrorist crimes must setve their full sentence.

The process of converting existing death sentences into life imprisonment began in September 2002. The moratorium on executions, in force since 1984, has been maintained although death sentences continued
to be imposed by Courts until August 2002, on the basis of the Anti-Terror Law.

With regard to the prevention of torture and mistreatment, pre-trial detention periods in police custody have been reduced to a maximum of four days, with a possible extension of three days in the provinces
still under emergency rule. In these provinces Decree 430, which allows detainees to be returned to custody for periods of up to ten days, continues to apply. In such cases, the detainee is deprived of access to a
lawyer and of contacts with relatives. In September the Minister of Justice issued a circular urging the judicial authorities to avoid any misuse of the provisions of Decree 430.

The amendments to Articles 107 and 128 of the Code of Penal Procedure, introduced in February 2002, require that relatives of the detainee be informed of the artest or custody extension ‘without delay’ and ‘by
decision of the prosecutor’.

Following the amendments to Article 16 of the Law on the Establishment and Prosecution Methods of the State Security Courts, detainees who fall under the scope of these Courts have the right of access to a
lawyer after 48 hours in detention. Meanwhile the detainees temain "incommunicado" and this is when, reportedly, torture is most likely to occur. Detainees can waive the right to a lawyer, which leaves the
possibility for detainees to be subject to pressure to do so.

According to the European Committee for the Prevention of Torture (CPT)’s recommendations, legal counsel should be provided to all detainees as from the outset of deprivation of liberty. During a recent
mission to Turkey, the CPT found that the practice of delaying access to a lawyer until a formal statement has been taken persists in many police stations. The majority of investigations by police and prosecutors
are still geared towards obtaining a confession from the suspect, often ut the presence of a lawyer, and confessions are still accepted in courts without further supporting evidence.

The Turkish authorities continued to agree to the publication of the reports of the CPT’s visits to Turkey. In response to some of the criticisms made in the April 2002 CPT report, the Director General for
Security issued a circular on 28 June 2002, in which he called for all officials to be vigilant against mistreatment. The circular states that interrogation rooms may no longer be painted black, and forbids the
projection of light onto the face of the accused during the interrogat P>

Although the CPT reported a gradual improvement in detention conditions in the Istanbul area, it also confirmed that allegations of torture and ill treatment in police custody are still frequent. Allegations of
torture and of extra-judicial killings are especially prevalent in the South-East. No disappearances have been reported in 2002, but the HADEP officials Mr Serdar Tanis and Mr Ebubekir Deniz, who disappeared
in January 2001, are still missing.

Sentences passed on those found guilty of torture or ill-treatment are often light, and frequently converted into fines or suspended. Administrative authorisation is required to prosecute public officials. For
example, it has been widely reported that police officers in Diyarbakir were not prosecuted for having allegedly tortured Mr Hasan Irmak, despite forensic reports showing evidence of torture.

Court cases are often prolonged, with many ending unresolved as they exceed the statute of limitations. This can also result from a failure to carry out sentences within a certain period of time, or excessively
lengthy court cases. An example can be seen in the case against ten police officers accused of torturing 16 young people in Manisa (Western Anatolia). The case has been open since 1996, but due to the non-
appearance of defendants at the trials, and because the lawyers of some of th e defendants withdrew from the trial, no progress has been made to date. The statute of limitations will apply to this case in June
2003.

A case concerning the alleged torture of Ms Giilderen Baran, which had started in 1996 against five police officers accused of torture, ended without a judgement.

As referred to above, in July the Committee of Ministers of the Council of Europe adopted an Interim Resolution regarding Turkey’s compliance with some 40 judgements of the ECtHR delivered between 1996
and 2002. These judgements relate to violations of the ECHR committed by the Turkish security forces. The Committee recalled that the fight against terrorism should be conducted in full respect of human
rights. Whilst welcoming Turkey’s recent efforts in adopting reforms, it exp rn at the continued allegations of torture and ill-treatment and stressed the need for further measures to be taken to prevent abuses.
The Committee called on Turkey to further improve police and gendarmerie education and training, and to establish effective deterrent sanctions against abuses.

An amendment brought by the second "reform package" to Article 13 of the Civil Servants Law makes civil servants, found guilty of torture or ill-treatment, liable to pay the compensation stipulated by the
ECtHR themselves. The deterrent effect of this measure remains to be confirmed.



As part of the campaign to increase awareness of human rights issues amongst the security forces, the rulings of the ECtHR are translated and published in the Police Academy magazine. Training at the Police
Higher Vocational Education Schools has been extended from nine months to two years, and courses on human rights have been included in the curriculum.

The third "reform package" of August 2002 amended the Law on the Duties and Competencies of the Police. It provided for some safeguards against possible abuses by the police by limiting their discretionary
authority. This was confirmed in September through an amendment to the 1998 Regulation on Apprehension, Police Custody and Interrogation. However, a decision of the Public Prosecutor is still required
before relatives of an apprehended person can be informed of an apprehension . Detainees falling under the scope of the State Security Courts are still denied the right to benefit from free legal assistance and to
have a lawyer present during statement taking procedures. The possibility remains for performing medical examinations to detainees in the presence of the police.

The amendment to the Law on the Duties and Competencies of the Police also permitted the police to close down public Internet cafés and other places where Internet can be accessed.

The reform of the prison system has continued and the government started to implement the changes introduced last year. The Law on the Establishment of Prison Staff Training Centres was adopted in July
2002, thus providing a legal basis for the Prison Staff Training School in Ankara. The law lays down the principles and procedures regulating Prison Staff Training Centres and foresees the establishment of four
additional centres with a staff of 61 people. Since July 2001, 112 3 prison personnel have been recruited.

The CPT and civil society representatives continued to voice concerns regarding conditions of isolation in F-type prisons. In January the Minister of Justice rejected the compromise formula of "Three Doors,
Three Locks" on the grounds that it contravened Article 16 of the Anti-Terror Law. The proposal, put forward by four Turkish bar associations, was intended to alleviate isolation conditions in the new F-type
high security prisons by allowing for the locks to three cells to be opened, so that groups of nine inmates (three from each cell) could meet in the corridors.

A circular issued by the Ministry of Justice on 10 January indicated that prisons could allow groups of up to ten prisoners to meet for five hours each week. Certain conditions were attached, namely, participation
in communal activities such as education, sport or other socio-cultural activities. The CPT recommended that the conditions concerning the communal activities should be dropped. The Minister of Justice has
announced his intention to hold a symposium on such matters once the hung er strike protesting against the F-type prisons has ended.

According to the Ministry of Justice, by May 2002, 232 of the 1233 inmates in F-type prisons were patticipating in the rehabilitation programmes and social activities on offer. However, there is self-imposed
isolation amongst prisoners convicted of terrorism.

In a circular of August 2002, the Minister of Justice urged prosecutors to ensure proper treatment and security of prisoners and to provide for sanctions for prison staff contravening these instructions.

Access to telephones (ten-minute phone calls every week) and the right to open visits are gradually improving, but lawyers still experience difficulty in visiting their clients in prison. The registration of prisoners
is, however, well implemented.

The hunger strikes protesting against the F-type prisons continued, and in the reporting period more than ten prisoners died, raising total deaths to 57. In the meantime, many prisoners were conditionally
released on health grounds by the courts. The "solidarity" strike was called off in May, and the relatives of the prisoners on strike said they would continue their protest by political means. . Official sources stated
that there were 20 prisoners on death fast and 13 under m edical treatment, although unofficial sources suggest higher figures.

In November 2001 police raided flats housing "solidarity" hunger strikers in the Kiciikarmutlu district of Istanbul. Police used teargas, four people died and 20 people wete arrested in the operation. The
authorities claimed the deaths were due to self-immolation, and forensic reports showed that the victims had no bullet wounds. When questioned, the Turkish authorities said that an investigation had been
conducted, that an information note on the ‘security tion’ was available, and that no further investigation was necessary.

One thousand six hundred gendarmerie officers, who wete involved in the intervention against the hunger strikers in the Bayrampasa prison on 19 December 2000 are currently under investigation for {{STS}}
ill-treatment { {CCH} } and {{STS} }miscarriage of justice{ {CCH}}.

In December 2001, nine members of the Turkish Medical Doctors Union, who had been on trial on charges of encouraging hunger strikers to commit suicide, were acquitted. Also in December 2001, the Ankara
State Security Court acquitted 29 defendants on chatges of "supporting an armed gang" brought in relation to statements on F-type prisons. The trial of 161 secutity personnel for the killings of 10 inmates at
Ulucanlar Closed Prison in September 1999 ¢ ontinues.

With regard to the external supervision of prisons, the number of Monitoring Boards established reached the target of 129. Their task is, wuter alia, to carry out inspections and produce quarterly reports for the
Ministry of Justice and other relevant bodies on living and health conditions, transfers and disciplinary measures in penal institutions. The Boatds include lawyers, doctors, pharmacists, psychologists, and
members of other professions. The Monitoring Boards submitted 3963 suggestions for improvements in 460 reports to the Ministry of Justice in the petiod January-July 2002. The suggestions related mainly to
tasks of the Chief Public Prosecutor’s office, physical infrastructure and construction, budget and payments, education and rehabilitation, and personnel shortages.

Furthermore, Monitoring Boards made a number of formal applications to the Office of the Chief Public Prosecutor for improvements in the prison system. These relate to living conditions in prisons and the
treatment of visitors. According to official reports, the Boards did not come across any allegations of torture during their visits. All 527 prisons were visited and the total number of visits was of 998.

In total, 140 enforcement judges were appointed: by July 2002 they had received 4527 applications regarding various issues, mainly concerned with enforcement of sentences, disciplinary punishments and
conditions in prisons. Of the applications, 1308 were admitted, 140 partially admitted and 3079 rejected by the enforcement judges.

Civil society representatives have reservations regarding the composition of the Monitoring Boards, and are thus reluctant to become involved in their work. The actual impact of the Monitoring Boards and of
the institution of enforcement judges on detention conditions in prisons needs monitoring.

Concerning the rehabilitation of inmates, ISKUR (the Turkish Labour Institute), part of the Ministry of Labour and Social Security, launched a scheme to facilitate the integration of former inmates into the
employment market. The scheme, carried out in co-operation with the Ministry of Justice and NGOs, is designed to train inmates and guarantees employment after release from prison.

In connection with reducing overcrowding in prisons, reference should be made to Law No 4758 on Conditional Release and Postponement of Punishments (the so-called ‘Amnesty Law’). As reported in last
yeat's Regular Report, the previous ‘Amnesty Law’ adopted in December 2000 was vetoed by the President and annulled by the Constitutional Court in July 2001. It was resubmitted, unchanged, to Parliament,
and entered into force in May 2002. By September 2002, 43576 priso this law. . Intellectuals and journalists in prison for ‘crimes’ relating to freedom of expression and ‘social conscience’ did not, however,
benefit from the Amnesty Law. In August 2002, President Sezer granted amnesty to two prisoners on hunger strike on the grounds of their deteriorating health condition.

President Sezer again referred the Amnesty Law to the Constitutional Court, applying for its annulment on the grounds that it was discriminatory. The Constitutional Court decided to revoke Article 1 of the
Law, which shortens jail terms for a number of crimes by ten years. It is, however, unclear how the annulment of Article 1 will affect the current enforcement of the law, and the Court rejected the President’s
request to suspend the law entirely.

According to official sources, in May 2002 there were 60327 persons in prison: 29514 convicted prisoners and 30813detainces.
The issue of persons in prison for expressing non-violent opinions has not been addressed.

With regard to legislative changes pertaining to freedom of expression, the first "reform package", adopted in February 2002, brought amendments to Articles 159 and 312 of the Turkish Penal Code, as well as
to Articles 7 and 8 of the Anti-Terror Law. The third "reform package" of August 2002 introduced an additional amendment to Atrticle 159 of the Penal Code.

The first amendment to Article 159 ("insult to the State and to State institutions and threats to the indivisible unity of the Turkish Republic") reduced prison sentences (the maximum penalty was reduced from
six to three years imprisonment, for example), and abolished the fines imposed for criticising Turkish laws. However, the actual definition of the offence remained the same. In the second amendment to Article
159, of August 2002, the scope of the provision was amended in t he following way: expressions of criticism of the institutions are no longer subject to penalties unless they are intended to "insult" or "deride"
those institutions. The notion of "intention" is open to interpretation and only practice will allow the assessment of the full impact of this amendment.

The description of the offence under Article 312 ("incitement to hatred on the basis of differences of social class, race, religion, sect or region") was amended. The notion of incitement ... "in a way that may be
dangerous for public order" was added as an element of the offence. According to the authorities, this amendment narrows the scope of Article 312. An additional paragraph in the amended Article introduced a
new type of criminal offence, namely insulting & art of the people degradingly and in a way that hurts human dignity", which is punishable by six months to two years imptisonment.

Changes to Articles 7 and 8 of the Anti-Terror Law introduced the notion of "propaganda in connection with the (terrorist) organisation in a way that encourages the use of terrorist methods". Sentences for
such offences were increased. Prison sentences for other offences were maintained or reduced, and the bans on television and radio broadcasting were shortened, but fines were increased, and the notion of
"visual" propaganda was introduced. Thus, the overall impact of changes to these articles remains to be seen.

Since the entry into force of the first legislative amendments in February, several cases have been brought on the basis of the revised legislation. Case law shows that there has been little consistency in the
implementation of the legislative changes. A number of cases have resulted in acquittal, while other, similar cases have resulted in heavy sentences. This has detrimental effect on legal certainty (see also above - the
Judicial system).

While there appear to be fewer cases brought under Atrticles 159 and 312, there is a shift towards bringing cases on other grounds. Article 169 of the Turkish Penal Code ("support for illegal organisations"), for
example, has been widely used in recent months for cases regarding freedom of expression. According to the judicial authorities the amendments to the Penal Code have led to the overruling by the Supreme
Court of 50 judgements made under Article 159 and 24 judgements unde r Article 312. However, court cases relating to freedom of expression are still being brought against journalists, writers and publishers
and some sources indicate that there are currently some 100 pending cases.

A report published by the Association of Tutkish Editors on 25 May indicates that 40 books by 39 writers were banned or subject to investigation between January and May 2002 alone. In reply to a
patliamentary question the Ministry of the Intetior announced that in 2001 the number of books and periodicals confiscated was 1309.

In March, the National Film Censors banned the film "Big Man, Small Love", following complaints by police officers, who were offended by the depiction of police brutality.

The interpretation of legislation is crucial to ensuring actual freedom of expression. There are as yet no signs that the interpretation of the law by judges consistently takes into account the rights of the defendant
under the ECHR.



As regards freedom of the press, the first "reform package" amended Article 8 of the Anti-Terror Law. Fines for publishers found guilty of offences of "terrotist propaganda" were increased from a minimum
TL 100 million to a minimum TL three billion.

The second "reform package", which contained modifications to the Press Law, did little to ease restrictions on the freedom of the press. It introduced the possibility to confiscate the printing equipment of
publications found to be acting against the basic principles of the "integrity of the nation, republican order, or the country’s national security". The maximum suspension for a publishing company found guilty of
such offences has been shortened, as has the maximum len imprisonment for those who continue to publish suspended periodicals.

The third "reform package" further modified the Press Law by replacing prison sentences for crimes related to the press with heavy fines. The high level of the newly introduced fines (which range from TL one
billion to a TL 100 billion) prompted President Sezer to ask the Constitutional Court, on 14 August 2002, to abrogate these amendments. The amount of the fines was described as disproportionate and in
contradiction with the constitutional principles of freedom of the press a nd dissemination of thought.

The grounds for imposing penalties were not modified and the Press Law continues to maintain restrictions on the freedom of the press. Members of the press corps are subject to pressure and censorship, and
many face prosecutions. Journalists have been prosecuted on the grounds of Articles 7 and 8 of the Anti-Terror Law as well as Articles 159 and 169 of the Turkish Penal Code.

In provinces under the state of emergency the authorities made use of the right to forbid distribution and printing of newspapers and other publications.
The independence of the press is weakened by the absence of an organised press union.
In July 2002 the ban introduced in December 2000 on broadcast and media publications concerning the F-type prisons and the hunger strikes was lifted.

In the field of broadcasting, the first "reform package" brought changes to Article 8 of the Anti-Terror Law. The maximum closure period for radio or TV channels for propaganda against the unity of the State
was reduced from fifteen to seven days.

In the third "reform package", the High Audio-Visual Board (RTUK) Law was amended to allow for "broadcasts in the different languages and dialects used traditionally by Turkish citizens in their daily lives". .
Its implementation is subject to the adoption of a regulation by RTUK’s Supreme Board by November 2002. The amendment confirms, however, restrictions to broadcasts which "contradict the fundamental
principles of the Turkish Republic and the sible integrity of the State".

The scope for bans on broadcasts was narrowed with the deletion of references to broadcasts promoting "pessimism" and "desperation", which had been introduced in May 2002.

Re-transmission of foreign broadcasting became legal. The implementation of this provision is, however, subject to the adoption of a regulation no later than by August 2003. In practice, as from May 2002 the
ban on the re-broadcasting of the BBC World Service and Deutsche Welle programmes, imposed in August 2001, had been lifted.

These amendments follow the adoption of the RTUK Law in May 2002 when Parliament re-adopted unchanged the RTUK Law.. This law imposed tighter restrictions on freedom of exptession. It prohibited
broadcasts which "violate the existence and independence of the Turkish Republic, the territorial and national integrity of the State, the reforms and principles of Atatiirk", or "instigate the community to
violence, terror, or ethnic discrimination” and introduce d very high penalties.

The RTUK Law also introduced strict censorship of Internet content, as web pages have to be submitted to the authorities for approval before being published.

The RTUK Law penalises private radio and television stations for the use of "offensive language, libel, obscenity, incitement to separatism, or for the broadcasting of programmes in Kurdish". In March 2002,
RTUK imposed a record number of bans on radio and television stations, and on 17 April 2002 CNN-Tiirk was closed down for a day. In February, Mr Nevzat Bingél, owner of the local TV station "Giin TV"
in Diyarbakir, was indicted for having broadcast a Kutdish song , and charged under Article 8 of the Anti-Terror Law ("disseminating separatist propaganda"). On 12 February, without waiting for the outcome
of the trial, RTUK imposed a yeatlong broadcasting ban on the TV station. The ban was lifted in March 2002, and the final court decision is pending.

Following a request by President Sezer for the law to be annulled, the Constitutional Court issued in June 2002 a suspension order on two Articles. These relate to the composition of the RTUK Board and the
ownership of shares. However, the main provisions of the law remain in force pending further deliberations by the Constitutional Court.

With regard to freedom of association and peaceful assembly, following the amendment of Atticle 33 of the Constitution in October 2001 (which modified the general rules and restrictions on the right to
form an association), the second "reform package" introduced changes to the Law on the Establishment of Associations. Articles 7, 11 and 12, which regulate relations with international organisations, were
removed from the amended Law thus lifting restrictions on cont acts with foreign counterparts. The amended law elaborated on the freedom to establish associations and to join associations. The grounds for
banning an association were restricted, and the previous justification of there being a ‘probability” of it committing a crime was removed. All references to "languages banned by the law" were deleted. The
minimum age for an organiser of an association or gathering was lowered from 21 to 18 years.

While Articles 7, 11 and 12 of the Law on Associations were removed from the amended law, restrictions of similar nature had been introduced into the Civil Code of January 2002, thus maintaining the
possibility for the authorities of exerting control over relations with international organisations.

The exercise of freedom of association is still subject to restrictions. Under the amended law, associations formed by university students may deal with educational matters only. Those sentenced under Article
312 of the Penal Code are barred from founding an association for five years (this prohibition was permanent in the previous legislation). Under the new legislation, the restrictions imposed in Article 5 of the
Law on Associations ("it is forbidden to found an association for th e purpose of engaging in any activity on the grounds of or in the name of any region, race, social class, religion or sect”) remain in place.
Furthermore, associations cannot use languages other than Turkish in their official contacts, and the minimum number of federations required to create a confederation was increased from three to five, thus
making it more difficult to form a confederation.

The third "reform package" further revised the Law on Associations. A number of restrictions on the scope of associations' activities have been removed. These relate mainly to limitations imposed on civil
servants on their right to establish associations and to the ban on associations’ activities for civil defence purposes.

The amendment to the Law on Associations further provided for the establishment of a new body in charge of associations within the Ministry of the Interior, as opposed to the current Directorate General for
Security. The changes also introduced new control procedures on the associations’ activities and accounts, which are to be regulated by the Ministries of the Interior and of Finance no later than by August 2003.
Significant discretionary powers for inspecting and auditing the fac s, books, accounts and transactions of the associations continue to be given to the authorities.

The general restrictive character of the Law on Associations has been maintained, including a cumbersome prior authorisation system. Activities of foreign associations in general are limited to a restricted
number of areas and safeguards against breaches of the right to privacy in relation to documents held by associations are not provided for. The various legal grounds for banning associations, namely in
connection with the wording of their names and the definition of their objectives, have remained unchanged.

Amnesty International was given permission to open a branch in Turkey in March. Civil society organisations became more active during the reporting period. The Izmir Bar Association, for example, took an
important initiative with regard to the fight against torture, and four bar associations joined forces to propose the "Three Doors, Three Locks" compromise, as a solution to the deadlock on F-type prisons.
Furthermore, the Turkish Businessmen’s and Industrialists’ As USIAD) published several papers on political reforms in Turkey, and in June, the Civil Society Platform, which is made up of 175 civil society
organisations, issued a notice urging politicians to commit themselves and ‘take brave steps’ on the way to EU membership.

NGOs, however, encounter difficulties in establishing dialogue with the authorities and seck to participate more actively in the reform process. At the initiative of the Council of Europe’s Commissioner for
Human Rights Mr Gil-Robles, a seminar on civil society was held in Ankara in May, attended by representatives from NGOs and from the Turkish authorities. Those present concluded that there should be
closer co-operation between civil society and the authorities, and that NGOs shou involved in the drafting of a new law on associations.

The pressure on NGOs in relation to their support for F-type prison protests subsided and several court cases against NGOs, journalists and doctors ended in acquittal. In March the case against the Human
Rights Foundation (HRF), which faced charges of opening a rehabilitation centre for victims of torture in Diyarbakir without authorisation from the Ministry of Health, ended in acquittal. However, there is still
a court case against the HRF on the grounds of possession of illegal publicat ions. The activities of some human rights organisations continue to be restricted. A case has been brought against the Ankara branch
of the Human Rights Association (HRA), under Article 169 of the Turkish Penal Code for supporting the protest against F-type prisons.

Several civil society organisations, which focus on human rights questions, are subject to close monitoring and some face prosecutions, confiscation of equipment, and censorship of their press releases and
communiqués.

The Mesopotamia Culture Centre, the HRA Bingol branch, and HRA headquarters have been subject to investigations. The Chairperson of Diyarbakir HRA branch, as well as the HRA branches in Tstanbul,
Izmir and Elazig face investigations and prosecutions on numerous charges.

The pressure on NGOs was extended to German foundations, following the publication of a book that alleged that German foundations had supported protests against gold mining in Bergama. The Konrad
Adenauer, Friedrich Ebert, Heinrich Boll, and Friedrich Naumann Foundations, and the Orient Institute are under investigation by the State Security Court Prosecutor for allegations of "involvement in activities
against the national unity and secular structure of the country."

In February the Cultural Association of the Union of Alevi and Bektasi Formations was dissolved on the grounds that, according to Articles 14 and 24 of the Constitution, and Article 5 of the Law on
Associations, it was not possible to found an association by the name of Alevi or Bektasi, which refer to Moslem religious communities. Following an appeal by the associ ation, the case is pending before the
Supreme Court. The second "reform package" introduced amendments to the Law on Public Meetings and Demonstration Marches, notably deleting Article 21, thereby extending to public organisations the
right to hold meetings and demonstrations. The third "reform package" introduced further changes. The procedutes regulating active participation by foreigners in gatherings were somewhat eased, as the
requirement for "authorisation" has been repl aced by an advance 48 hours "notification". Similarly, the general notification period for meetings to be held has been reduced to 48 hours, as from 72 hours.

However, the law retains its restrictive character including the requirement of the signing of the "notification" by every member of the organising committee, accompanied by the "identities, occupations,
permanent address and, where applicable, workplaces of the members and chairperson of the organising committee”. The committee also has to comprise a minimum of seven members.

Despite the changes, the authorities still have considerable discretionary powers in authorising meetings and demonstrations. In practice significant obstacles to the holding of marches and demonstrations
remain.



Restrictions on the showing of films, the holding of concerts and the staging of theatre plays in public places were eased in August 2002. The requirement for prior authorisation for performances was replaced
with a notification obligation, 48 hours in advance. However, performances can be subject to sanctions if they are considered to be against the indivisible integrity of the State.

As for foundations, the third "reform package" provided for the possibility of establishing international co-operation both for Turkish foundations and for foundations established abroad. This co-operation is,
however, subject to a number of conditions such as being considered "useful", being authorised by the Council of Ministers and, in the case of foreign foundations, being reciprocal.

With regard to the law on political parties, Article 101 of the Political Parties Law was amended, with the second "teform package”, in line with the amendment made to Article 68 of the Constitution. Under
the new law, the Constitutional Court may decide to deprive a political party of financial assistance, rather than dissolving it. While leaving the grounds for sanctioning political parties unchanged, it makes it
more difficult to close down a political party.

In the case of Sadak and others v. Turkey, in which the applicants complained that, with the dissolution of their party (DEP), they had been deprived of their parliamentary mandates, the European Court of
Human Rights ruled in June 2002 that there had been a violation of Article 3 of Protocol No 1 ("right to free elections") of the ECHR.

Following the ECtHR judgement of 31 July 2001 that the closure of the Welfare Party (Refah Partisi) was not in violation of the ECHR, the Party requested that the case be referred to the Grand Chamber of
the ECtHR under Article 43 of the ECHR. The hearing took place on 19 June 2002, and judgement is pending.

A closure proceeding against the People’s Democracy Party (HADEP), initiated in 1999, is pending before the Constitutional Court. The Rights and Freedoms Party (HAK-PAR), which was founded in February
2002, is also facing a closure case on charges that its statute and programme contain elements contrary to the "indivisible unity of the State and the nation".

Freedom of religion is guaranteed but non-Moslem religious communities face legal obstacles. As indicated below, some of these obstacles have been addressed in the August 2002 "reform package".

Non-Moslem religious communities, whether recognised by the 1923 Lausanne Peace Treaty (Grecks, Armenians and Jews) or not have encountered problems with regard to their lack of legal personality and
property rights, and a ban on the training of clergy in Turkey.

Cadastral registration of properties is in the name of individuals or foundations. In the case of non-Moslem religious communities, only properties declared under Law No 2762 of 1936 are legally recognised,
and all properties not listed in 1936 have been taken over by the Turkish State or may be confiscated.. Armenian, Greek and Catholic properties have been confiscated, or are at risk. There have been two cases
of confiscation of Armenian property in recent months. The Protestant communi ty faces significant administrative problems regarding the rental of places of worship and the construction of new churches.
However, the authorities have granted permission in July 2002 for the resumption of the construction of a new Protestant Church in Diyarbakir.

Restrictions on restoration of churches and school buildings have been eased.

In an effort to remedy some problems related to property rights, the third "reform package" introduced an amendment to the Law on Foundations. "Community foundations" are allowed, as of August 2002, to
acquire and dispose of property, "regardless of whether or not they have the statute of foundations". Furthermore, these communities are entitled to register the property they actually use as long as they can
prove ownership. The implementation of this amendmen t is subject to a number of conditions. Permission must be obtained from the Council of Ministers for the purpose of acquisition and disposal of new
property but there is no appeal procedure foreseen. A deadline of six months has been fixed for filing applications to register property in use although it is not clear to which administrative bodies these
applications should be addressed. The short time limit constitutes a hindrance in practice which could jeopardise the objective of the reform package in this area, since the six-month term started on 9 August
2002, and the applicable procedures remain to be specified.

Although the scope of these new provisions is as yet unclear, it would appear that they apply only to non-Moslem foundations. This would exclude all religious communities that do not have the status of
foundations, including the non-Turkish Catholic and Protestant communities.

The Law on Foundations continues to prohibit the renting or lending of property not covered by the August 2002 reform. The discretionary power of the Directorate General of Foundations over religious
foundations, including the possibility of dismissing their trustees, remains unchanged. The recent amendment does not provide for the return of confiscated property.

The ban remains on the training of clergy for religious minorities. Non-Turkish clergy often have difficulties with visa and residence permits.

The Armenian Patriarch asked that a special university department, specialising in the teaching of Christianity, be set up in Istanbul. The authorities agreed, but insisted that Moslems be in charge of the teaching.
This was rejected by the Patriarch. The Greek Orthodox community has repeatedly requested the re-opening of the Halki seminary, which has been closed since 1971. The Protestant and Catholic communities
consider that they would benefit from the freedom to train clergy in Turkey .

Religious communities may have their own schools, but the Deputy Head of such schools must be a (Moslem) representative of the Ministry of National Education, who has greater authority than the Head (of
the religious community concerned). The Syriac community does not have its own schools and ,consequently, finds it difficult to teach its liturgical language to its youth.

Compulsory religious courses cover descriptions of different religions, but are considered by many religious minorities to be subjective and inaccurate. In a recent initiative, the Ministry of National Education
suggested that Christian communities could draft new entries for the textbooks. This initiative still needs to be followed up.

There ate reports of harassment of clergy by the authorities. Charitable associations such as Caritas face problems because of the lack of legal status.

Despite these difficulties, there are signs of increasing de facto recognition of non-Moslem communities. The Turkish State is becoming more involved in the inter-religious dialogue at international level, and is
adopting a more inclusive approach in religious education. In October 2001 the Ministry of Interior invited the leaders of the different religious communities to voice their concerns and requests. As yet,
however, there has been no adequate follow-up to this initiative: re quests have either remained unanswered, or have been rejected. The Directorate for Religious Affairs (Diyanet) asked Jewish and Christian
representatives to join in the common declaration on peace in the Middle East at the beginning of 2002.

There has been no improvement in the status of the Alevis.

The question of asylum seekers and trafficking in human beings is taken up in Chapter 24 — Co-gperation in the field of justice and home affairs.

Economic, social and cultural rights

The new Civil Code entered into force on 1 January 2002 (see also Chapter 13 - Social policy and employment). With regard to gender equality, in line with the amendment made in October 2001 to Article 41 of the
Constitution, the concept of ‘the head of the family’ was abolished and equal opportunities for women and men in family life were introduced. In particular, amendments were made to guarantee equal rights and
obligations of The mother’s rights to pregnancy and childbirth expenses, in the event that the father refuses to recognise the child, were extended. However, the Atrticle which stipulates that goods acquired
during marriage shall be shared equally between the spouses only applies to martiages entered into after the adoption of the new Civil Code.

On 3 January 2002 Parliament overturned the 1982 regulation banning female civil servants from wearing trousers in the work place. The internal code of the Patliament is not in line with this change. The
Directorate for Religious Affairs announced in May 2002 a series of "clarifications" on the Moslem faith, aligning the right of women to attend public religious services with that of men. The regulation, which
allowed students at public nursing schools to be subjected to virgini ty tests, was abolished in February.

There are legislative barriers preventing women from entering certain types of employment and women and men do not enjoy equal pay in practice. Active participation of women in politics is low. Twenty-three
out of 550 Members of the present Parliament are female.

"Honour killings" qualify for reduced sentences, which may be further reduced if the accused is a minor.

The new Civil Code incorporates some amendments regarding the protection and rights of the child. The new Article 182 introduces the concept of the ‘interests of the child’ in cases of separation or divorce.
Changes to Article 282 eliminate discrimination between the legal status of legitimate and illegitimate children. Turkey still does not comply with Articles 7 ("child’s right to protection") and 17 ("right of mothers
and children t mic protection") of the European Social Charter. Article 17 of the Charter declares the right of young delinquents to protection, but juveniles are still imprisoned in Turkey.

Turkey ratified the Optional Protocol to the Convention on the Rights of the Child on the sale of children, child prostitution and child pornography in June.

Turkey's efforts to prevent child labour have been acknowledged by the International Labour Organisation (ILO). However, despite a dectease in the number of children working, it has been estimated that there
are 893000 children working in Turkey (see also Chapter 13 - Social policy and employmeni). Although the Child Bureau has drawn up a national programme and action plan to combat child labour, it has yet to be
propetly implemented. Work continues on the ILO/IPEC (International P rogramme for the Elimination of Child Labour) project to improve children’s rights.

There has been no progress with the social and educational rights of disabled persons and legislation is not implemented properly.

Trade Unions are subject to restrictions concerning freedom of association and the right to strike. Their activities continue to be impeded by the requirement of a 10% threshold for a trade union to be eligible
for collective bargaining at company level. Public sector employees are deprived of the right to strike. Civil servants who took unauthorised strike action in December 2000 to obtain the right to strike and the

right to collective bargaining have been prosecuted. Despite its new legal status, the Economic and Social Council has not yet convened.

Turkey ratified the European Social Charter in 1989, with reservations on Article 5 ("right to organise") and Article 6 ("right to bargain collectively and to strike"). Turkey has yet to sign the revised European
Social Charter.

Some steps have been taken concerning the social protection of unemployed people. In April 2002, payments of unemployment benefit were made for the first time. It is planned that employees who are laid off
due to privatisation will receive unemployment benefits from the Privatisation Administration for six to eight months.

As for cultural rights, following the constitutional amendment to Article 26, which removed the restriction that "No language prohibited by law shall be used in the expression and dissemination of thought",
the third "reform package" introduced the possibility to broadcast in the different languages and dialects used traditionally by Turkish citizens in their daily lives. As stated above, the implementation of this



provision is subject to the adoption of a forth coming regulation. There are signs that the spirit of the August 2002 reform is being implemented. On Turkey’s Victory day (30 August 2002), a public concert took
place in Ephesus where a famous Turkish singer performed in several languages, namely in Kurdish, Armenian, Greek and Turkish. The concert benefited from the support of the Minister of Culture and was
followed by subsequent concerts in Aspendos (Antalya) and Istanbul.

The third "reform package" also amended the Law on Foreign Language Education and Teaching. It provided for the possibility of learning different languages and dialects traditionally used by Turkish citizens
in their daily lives and of opening private courses for that purpose on the condition that this does not contradict the "indivisible integrity of the State". A regulation implementing this provision was adopted on
19 September.

Following the adoption of this amendment, a number of court cases against students who had petitioned for optional Kurdish courses at university level, were dropped.

Public education in languages other than Turkish does not fall under the scope of the amended Law on Foreign Language Education and Teaching, as Article 42 of the Constitution ("no language other than
Turkish shall be taught as a mother tongue to Turkish citizens at any institutions of training or education") remained unchanged.

In the period before the adoption of the third "reform package" the use of the Kurdish language was subject to wide-ranging restrictions.

In May the High Audio-Visual Board (RTUK) imposed a 180-day ban on the "Voice of Anatolia", following a programme concerning the closute of the Cultural Association of the Union of Alevi and Bektashi
associations. The reason for the order to stop broadcasting was stated to be the violation of the principle of "not allowing broadcasts which lead society to violence, terrotism ot ethnic disctimination or create
feelings of hatred among the public", as set out in Art icle 4(g) of the RTUK Law.

Seventeen music cassettes of Kurdish songs were banned in the area under emergency rule, and several radio and TV stations were subject to closute or suspension because they broadcast Kurdish songs. Books
on the Laz culture and on Pontus culture were subject to investigation and prosecution. In April, Mr Siilhattin Onen, a minibus dtiver in the Diyarbakir region, was indicted for listening to a cassette of Kurdish
music. He was charged under Article 169 of the Turkish Penal Code ("support for a terrorist organisation") and was given a suspended sentence of 45 months. In August, Mr Azad Yasar’s Kurdish poetry book
was withdrawn from circulation. The author was put under investigation on the suspicion of aiming at the division of the country. Parents who gave children Kurdish names were subject to prosecution.

Minority rights and the protection of minorities

There has been limited improvement in practice in the ability of members of ethnic groups, with a cultural identity and common traditions, to express their linguistic and cultural identity. Turkey has not signed
the Council of Europe Framework Convention for the Protection of National Minorities, and does not recognise minorities other than those mentioned in the 1923 Treaty of Lausanne.

Following a circular issued by the Ministry of National Education in October 2001, calling for the elimination of all pejorative language with regard to the Roma community in dictionaty definitions, all official
dictionaries are being corrected. No further legislative steps have been undertaken, and the Settlement Law of 1934 is still applicable to "nomadic gypsies", implying that they are still among the categories of
people who are not accepted in Turkey as immigrants. There i s much prejudice against Roma communities in Turkey, and the existing legislation does not provide them with sufficient protection.

In June, following a recommendation made by the National Security Council, Parliament decided to lift the state of emergency in the provinces of Hakkati and Tunceli. This measure took effect as of 30 July
2002. The state of emergency was extended for four months in the two other provinces of Diyarbakir and Sirnak, but the National Security Council indicated that it would be lifted in full by the end of the year.

There have been some positive signs regarding the enjoyment of cultural rights in the Southeast: a photographic exhibition on the Syriac minority was held in Diyarbakir in early November, for example, and a
European Film Festival, previously banned, also took place.

The security situation has continued to improve in the Southeast. After the lifting of the state of emergency in Hakkari and Tunceli, some relaxation in daily life has been reported. The Tunceli Culture and
Nature Festival took place between 1 and 4 August with no ban on bands singing in Kurdish. Previously banned journals and newspapers could be found at newsagents. However, the Governor of Tunceli stated
that the military would not be pulled back. With the lifting of emergency rule in the Southeastern province of Hakkari, the security forces' practices in the region have also changed. In the province military
influence is still felt, but the atmosphere is reportedly much less tense. According to reports from the city, the food quota has been lifted.

In the light of certain remaining restrictions, the situation in the Southeast following the lifting of the state of emergency needs to be monitored.

Efforts have continued to improve the situation of displaced persons. During his visit to Turkey in June 2002, the UN Secretary General's Special Representative for Displaced Persons acknowledged a greater
openness in the authorities” attitude. The European Parliament and the Parliamentary Assembly of the Council of Europe paid visits to the Southeast.

According to the UN Secretary General Representative for Displaced Persons’s Report the number of displaced persons amounts to a figure between 378000 and one million. The "Return to Village and
Rehabilitation Project” has been further implemented, and according to the authorities, 37000 persons have now returned to their villages. However, it is difficult to evaluate the actual implementation of this
project, as official information is scarce. The same applies to the Action Plan f Southeast adopted by the National Security Council, which has still not been made public.

In Diyarbakir, Bing6l, Van and other areas, a sizeable number of villagers have returned to their villages. In the area of Mardin, members of the Syriac Orthodox community have been authorised to return to 20
villages. However, the overall situation of displaced persons remains a matter of concern.

Procedures for authorising displaced persons to return to their villages are slow: the number of people who have returned remains relatively modest mainly due to the lack of infrastructure and funding for re-
building villages.

Over 4000 displaced people now live in newly built "central villages". The majority of the displaced rural population continues to live in urban centres in very difficult economic and social conditions. Inadequate
health care, lack of hygiene, malnutrition, insufficient drinking water, and improper disposal of sewage and garbage are common problems. This situation has adverse consequences for the children whose
education and literacy levels are unsatisfactory.

The "village guards" system acts as a disincentive for displaced persons to return to their villages. There are currently 60000 — 70000 village guards in the area whose conduct is widely reported to be undisciplined
and abusive. There are still landmines in the region and explosions are frequent. Civil society organisations active in the region are subject to considerable pressure from the authorities, facing judicial proceedings
as well as temporary closures (see above vil and political rights). This is also the case in "adjacent provinces", those bordering the provinces under the state of emergency, such as Van. Many of these restrictions on
cultural rights and freedom of association are linked to the perceived need to protect the indivisibility of the State. The authorities justify the restrictions as being a part of the campaign against terrorism.

Turkish engagement in a dialogue with the OSCE High Commissioner on National Minorities would be a welcome development.
Cyprus

The prospects for a settlement of the Cyprus problem under the auspices of the United Nations are analysed in the Regular Report on Cyprus. In the course of the enhanced political dialogue with Turkey, and at
the EC-Turkey Association Council in April 2002, the Turkish government expressed its support for the current process of direct talks between the leaders of the two communities.

The EU repeatedly emphasised the need for Turkey to encourage the Turkish Cypriot leadership to work towards reaching a settlement on the Cyprus issue before the end of accession negotiations.
Peaceful settlement of border disputes

Relations between Turkey and Greece have continued to improve, largely due to the close co-operation between the Foreign Ministers of the two countties. The restructured government declared in July that it
would continue along this path.

During the last year, ten bilateral co-operation agreements have entered into force in areas such as environment and economic development. Furthermore, five co-operation agreements regarding culture and
emergency relief were signed. Greece continues to provide technical know-how to Turkey on acguis related issues.

In March, an agreement was signed between the two governments to build a natural gas pipeline, which will provide for the supply of natural gas from the Caspian Sea area to Greece via Turkey. This project, at
the cost of €300 million, is of high symbolic importance as it is a physical link between the two countries.

Economic co-operation has proceeded in other sectors. A Turkish-Greek Joint Economic Commission met for the first time in Athens on 13 February, and a protocol was signed covering co-operation in the
fields of energy, industry, agriculture, transport, SMEs, customs and regional co-operation.

Moreover, a protocol was ratified between the two countries for the readmission of illegal migrants. It has entered into force but is not yet implemented fully. Efforts are continuing to promote new confidence
building measures, such as the cancellation of military exercises in the Aegean Sea. Contacts have started between the intelligence agencies of both countries. Greece and Turkey organised a joint ceremony for
the 50" anniversary of NATO in Brussels, and in April 2002 the Greek and Turkish Foreign Ministers made a joint visit to the Middle East. In March, the foreign ministries began exploratory contacts about the
Aegean. The contacts were formally launched in Istanbul in the context of the EU-OIC (European Union-Organisation of the Islamic Conference) forum on the harmony of civilisations.

General Evaluation

The decision on the candidate status of Turkey in Helsinki in 1999 has encouraged Turkey to introduce a series of fundamental reforms. A major constitutional reform was introduced in October 2001 aimed at
strengthening guarantees in the field of human rights and fundamental freedoms and restricting the grounds for capital punishment. A new Civil Code was adopted in November 2001. Three sets of reform
packages were adopted in February, March and August 2002. Th e death penalty has been lifted in peacetime. The state of emergency has now been lifted in two provinces in the South East and the decision has
been taken to lift it in the two provinces where it still applies by the end of this year.

The adoption of these reforms is an important signal of the determination of the majority of Turkey's political leaders to move towards further alignment with the values and standards of the European Union.
The August reforms were adopted under difficult political and economic circumstances and are particulatly significant as they impinge upon traditionally sensitive issues.



The reform of the prison system continued, and progress was made in terms of improving physical conditions. Monitoring Boards and the new system of enforcement judges are now operational. A number of
recommendations of the European Committee for the Prevention of Torture (CPT) are being implemented. However, despite progress, certain problems remain with conditions in F-Type ptisons.

The reduction in the length of pre-trial detention (police custody) petiods is a positive development in the context of the fight against torture. However, the lack of immediate access to a lawyer means that
incommunicado detention for prisoners convicted under State Security Courts continues. Longer periods of custody still apply in the areas under the state of emergency. There have been continued allegations of
torture and ill-treatment and little progress in the prosecution of those a ccused of such abuses.

The reform package of August provides for the retrial of persons whose convictions have been found by the European Court of Human Rights to be in violation of the European Convention on Human Rights
and Fundamental Freedoms.

The change made to Article 159 of the Turkish Penal Code means that the expression of opinion without the "intention" of "insulting" public institutions will no longer face criminal sanction. Changes to
Atticles 312 of the Penal Code and to the Anti-Terror Law, the Press Law, the Law on Political Parties and the Law on Associations eased certain restrictions on freedom of expression, association, the press and
broadcasting.

The August package removed some restrictions in the law on broadcasting which had been readopted by Parliament in May following the president's veto. However the prosecution of writers, journalists and
publishers has continued.

Progress has been made in the area of freedom of association where the law on associations has been modified and some restrictions lifted. Various grounds for banning associations remain, however.
The generally restrictive character of the Law on Associations remains, including the prior authorisation system. Foreign associations in Turkey are subject to certain limitations and strict controls.

As part of the August package, broadcasting and education in languages other than Turkish have now been authorised. Although the Law on Foundations has been amended, religious minorities continue to face
limitations regarding legal personality, property rights, training of clergy and education.

The new Civil Code includes provisions aimed at improving gender equality and strengthening guarantees regarding the protection and rights of the child. Turkey ratified the 1969 UN Convention on the
Elimination of All Forms of Racial Discrimination. However, trade unions remain subject to restrictions and child labour persists. The legislation which allows for reduced sentences for crimes related to
"honour killings" is still applicable.

Reform of the judicial system has continued. The competence of the State Security Courts has been narrowed and the period of pre-trial detention reduced. The functioning of these Courts, though, is still not in
line with international standards. There are continued reports that the judiciary does not always act in an independent and consistent manner. Training courses in human rights have taken place for judges and law
enforcement officials.

A number of initiatives to foster more transparency in Turkey's public life have been taken in the last year. Nonetheless, corruption remains a serious problem. The relevant Conventions of the Council of
Europe have not yet been ratified.

The lifting of the state of emergency in two provinces of the South East has led to an improvement in the conditions of daily life there. The protection of human rights in the region needs to be strengthened.

The constitutional amendment introducing changes to the composition and role of the National Security Council has been put into practice. Nonetheless, these changes do not appear to have modified the way
in which the National Security Council operates in practice.

Turkey has continued to express support for direct talks between the leaders of the two communities in Cyprus to achieve a comprehensive settlement of the Cyprus problem. The EU, in line with statements
issued by the United Nations Security Council, has emphasised the need for Turkey to take further steps to encourage the Turkish Cypriot leadership to work towards reaching a settlement before the end of
accession negotiations.

Relations between Turkey and Greece have continued to improve. Efforts are continuing to put in effect new confidence building measures. Exploratory contacts on the Aegean between the two foreign
ministries started in March 2002.

Overall, Turkey has made noticeable progress towards meeting the Copenhagen political criteria since the Commission issued its report in 1998, and in particular in the course of the last year. The reforms
adopted in August 2002 are particularly far-reaching. Taken together, these reforms provide much of the ground work for strengthening democracy and the protection of human rights in Turkey. They open the
way for further changes which should enable Turkish citizens progressively to enjoy rights and freedoms commensurate with those prevailing in the European Union.

Nonetheless Turkey does not fully meet the political criteria. First, the reforms contain a number of significant limitations, which are set out in this report, on the full enjoyment of fundamental rights and
freedoms. Important restrictions remain, notably, to freedom of expression, including in particular the written press and broadcasting, freedom of peaceful assembly, freedom of association, freedom of religion

and the right to legal redress.

Secondly, many of the reforms require the adoption of regulations or other administrative measures, which should be in line with European standards. Some of these measures have already been introduced and
others are being drawn up. To be effective, the reforms will need to be implemented in practice by executive and judicial bodies at different levels throughout the country.

The Commission considers that the decision of the High Electoral Board to prevent the leader of a major political party from participating in the November 3 General Elections does not reflect the spirit of the
reforms.

Thirdly, a number of important issues arising under the political criteria have yet to be adequately addressed. These include the fight against torture and ill-treatment, civilian control of the military, the situation
of persons imprisoned for expressing non-violent opinions, and compliance with the decisions of the European Court of Human Rights.

In the light of the noticeable progress made in recent years and of the remaining areas requiring further attention, Turkey is encouraged to pursue the reform process to strengthen democracy and the protection
of human rights, in law and in practice. This will enable Turkey to overcome the remaining obstacles to full compliance with the political criteria.

Economic criteria
Introduction

In its 1989 Opinion on Turkey’s application for EU membership, the Commission concluded:

"

"Turkey’s economic and political sitnation, ... , does not convince it that the adjustment problems which would confront Turkey if it were to accede to the C: ity could be overcome in the term".
and in practice. This will enable Turkey to overcome the remaining obstacles to full compliance with the political criteria.

In its 2001 Regular Report, the Commission found that:

" Confronted with hwo financial erises, Turkey has been unable to make further progress towards achieving a functioning market economy. Considerable parts of its economy are, however, already competing in the EU market, under the framework of
the customs nnion with the EC."

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

* the existence of a functioning market economy;

* 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

Economic growth was very volatile during 1997-2001, with periods of overheating and two sharp recessions. Despite large output fluctuations, current account imbalances remained limited, as tourism revenues, workers
remittances and portfolio investment helped to smooth trade account imbalances. Annual inflows of foreign direct investment remained negligible, accounting for about 0.8% of GDP on average. Average
annual consumer price inflation was 69.9%, w ith large fluctuations between 101% year-on-year in January 1998 and 33% in February 2001. The general government deficit accounted for 15.7% of GDP
on average, fluctuating between 6% and 28.7% of GDP, according to EU standards (ESA95). After the financial crises in 2000 and 2001, the public finance situation deteriorated markedly, partly due to
higher interest rate expenditure reflecting increased uncertainty. The costs of the bailing out the banking sector and the depreciation resulted in an increase of t he stock of the general government debt
from 55.6% of GDP in 1997 to 101.4% in 2001. Real interest rates remained very high. The real effective exchange rate remained relatively stable in the first half of the reporting period. In 2000, a
crawling peg resulted in a considerable real appreciation, which after the free floating in February 2001 was more than offset by a sharp depreciation.




Main Economic Trends

Turkey 1997 1998 1999 2000 2001 Average 2002 lacest
Real GDP growth rate per cent 75 31 47 7.4 74 12 23Q1
Inflation rate (CPI) © per cent 85.7 84.9 64.2 573 57.6 69.9
- annual average
- December-on-December per cent 99.9 68.9 66.9 43 742 702
Unemployment rate 6.7 6.8 7.7 6.6 85 73 9.6 Q2
- LFS definition per cent
General  government  budget | per cent of || -13.4 119 -187 6.0 287 157
balance GDP
Current account balance per cent of 14 10 0.7 53 23 0.8
GDP
million 2,326 1,770 1,280 11,510 3702° | 1911 | 997 Jan-May®
ECU/€
Gross forcign debt of the whole | per cent of || 155.9 1560 206.6 2003
cconomy exports of
- debt export ratio goods and
services
million 64,308 67,514* 83,002 103,752
ECU/€
Foreign dircct investmentinflow | per cent of 04 05 0.4 05 22 08
- balance of payments data
million 710 838 735 1,151 3,647 b 1416 173Jan.rMay"
ECU/€

Sources: Enrostat, National sources. OECD external Debt Statistics

a series break as a result of some technical changes to the definition.

b Source: Website of the National Bank. © Index not yet harmonised.

Key stractural eforms bae ben adpted, which are 1o stabilsation has been made in the reform of the banking and agriculture sectors, the deregulation of key markets - such as tobaceo, sugar, electriciy, telecommunication and gas - and a reform of the social security system, improving the sustainability of the pension system and introducing an unemployment insurance scheme. The increase
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measures o strengthen the banking sector, the shock esistance of the cconomy has impr ovet

Oy the e perise, ceomic srons s b sty bl pepulation grovt i 0 ke e i e it e Socal and regionaldisparies ave widened, a  result ofthe continuously high inflation and economic volatilty. GDP per capita in purchasing power standards was only 22% of the EU average in 2001, Labous market imbalances have increased. The acivity e of persons of working age (15-64) declined from 549% in
1997 10 51.3% in 2001, while t he employment rate decreased faster, from 51.2% to 46.8%. This led to a rise in unemployment from 6.7% in 1997 t 8.5% in 2001. By mid-2002, unemployment has fusther increased to 9.6%, varying between 13.5% in urban and 45% in agricultural areas. Unemployment rates in the 15-24 years age group has been at about 17%. Actual imbalances between labour supply and demand might be even higher,

given that the widespread existence of marginal labou in the informal and agricultural sectors tends to result in 2 mor ¢ favourable reporting of labour market developments.

Main Indicators of Economic Structure in 2001

Population (average) Thousand 68,018

GDP per head * PPS 5,200

per cent of EU average 22

Share of agriculture b in;
gross value added per cent 12.1
- employment per cent 354

Gross fixed capital formation/GDP per cent 17.8

Gross foreign debt of the whole per cent 47.7
economy/GDP ©

Exports of goods & services/ GDP per cent 33.2

Stock of foreign direct investment Million € g
€ per head *

Long term unemployment rate per cent of labour force 1.8

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.

Data refer to 2000.

Assessment in terms of the Copenhagen criteria

The existence of a functioning market econony

The existence of a functioning market economy requires that prices, as well as trade, are liberalised and that an enforceable legal system, including property rights, i in place. seability and consensus policy enhance y. A well-developed financial sector and the absence of any significant barriers to market entry and exit improve the efficiency of the economy.
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Deen broad consens us among pracrcaly ll poliial paries o the ned {0 bang down iflaonasy pressures and to consolidae public finances. Afr the fnancial rissin February 2001, the government inensified its ambitions © address structural distortions resulting from political interference and a feagile financial sector. The increasing consolidation cfforts of the Turkish authorities gained financial and technical support from the
IVE i she W Bark Howerer o e o e s e e R and delayed Jidation. The Pre-accession Fonomic Programmes presented in 2001 and 2002 indicate an increasing awareness of the importance of developing a consistent medium-term policy framework.

Tl CDR e e s e el o 1 7 e ot CD ety s ey 2 g /200 e e e vl g oo 5 (il ity s bt gl s s ity e s st o oL gyt o o s gl d sepcomprss s ot by [ g i
the period. Year-on-year, growth mates of exports fluctuated between +19.2% and -7.4%. Gross fised investment declined on average by 5.8% per year, with year-on-year growth rates between +16.8% and -31.9%. These considerable fluctuations were to a large extent zesponsible for the high volality of output xowth and reflect the parialrly short planing horixon of economic agents i Turkey: Private consumprion ncreased on
et by about 050 pe yean, with Fucrustons benween 5% and 9% Average anmual gontth of publ consumption vas 32 ;durmgrhc period, being relatively stable between +4.1 and +7.9% until 2000, but declining by 8.6 in 2001. This decline was mainly the result of a sharp drop in p . reflecting the nee public finances. During the first quarter of 2002, real GDP rose by 23% year-
-stocking and exports of goods and services, while gross fixed investment continued to decline.

on-year. The recovery was mainly driven by

The balance Desp fluctuations, the current account imbalances remained limited, reaching a defict of 5.3 of GDP when the economy was growing strongly in 2000 and a surplus of 2.3% of GDP during the 2001 recession. During the fiest half of 2002, the cusrent account was close o balance. The gap between the current account balance and the trade deficit amounted to about 6% of
e (e e ey e e et i ) S e e et e S e O e it (e e TR T et e Y R v e e e e s U
debt and its exposure to exchange rate risk. Foreign dircct investment did not play any sigaificant role in financ ing the current account deficir
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ca for the e hlf of 2002 indica tes  peak of 11.8% in he first quarcr and a decine 0 9.6% in the second quarter I sural aeas, unemployment remained relatvely low, at around 4-5% on average with strong seasonal fuctuaions. In urban areas, unemployment ates tose from 9.5% ia 1997 to 14% in the fiest hlf of 2002, Youth uncmployment (below: the age of 2) rose from 14.3% in 1997 to 16.7% in 2001 In the second
quartr of 2002 it ncrased frdhs t 17.2%. The e facior betin the e e . unemployment s the sharp economi c crisis in combination with restructusing in the banking sector and state-owned enterprises.

Despite sume reent progres,inflasionary pessures hase remained high and wolati. Pesistently bigh inflation has been one of the major weaknesses of the Turkish economy. Average inflation stood at close to 70% between 1997 and 2001. In 1997, politically determined increases of agricultural support prices and public sector wages resulted in a sharp rise of inflation, to around 100% at the end of 1997 and early 1998, A consolidation programme
helped o reduce inflation to wound 70% b the end of 1998, The widespread practice of backvard indexarion of e s resulted in pesistently high inflation expectations and prevented a futher decline of inflation during 1999. In 2000, the next disinflation initiative using a erawling peg exchange fate regime as a nominal anchor and linking public sector wages to inflation targets helped to bring down inflation to 337 by
Febrsaty 201, The breakdown of the exchnge e rgime and the of the Turkish cu inflaion bacl up to 73% in January 2002. Since then, nfltionary pressures have been declining agan, indicaring tht the goverment might have suceceded in breaking infltionary inerti, such as backard-looking wage contrnets. During the frt half of 2002, month-on-month inflarion rates declined from 5% in
Vs June. Gven the declning inlaton during the st halfofth yea,th ach iovemnt of the goversimént's e of an cnd-oFyeseifaton e of 35, scems t b i seach

January t 0.6% in June. Year-on-year, consumer price nflation weakened from 73.2% in January to 42.6%
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path, which was supposed o include a widening band at a later stage of the dis-inflation process. Monetary policy was subordinated to this exchange rate policy, with strict limits on domestic monetary aggregates. As a result of this monetary regime, the liquidity of money markets was closely related to capital inflows and outflows. By end-2000, deteriorated market confidence in the dis-inflation programme led to inereased short-term
capital outflows, creating major liquidity problems in the Turkish financial sector. Finally, the government had to switch to a free floating system in February 2001, Within a few weeks, the exchange rate depreciated by more than 50% and strengthened only in spring 2002, based on increased confidence in the stabilisation progeamme. Currendy, the Turkish Central Bank is focusing on smoothing excessive monetary and exchange rate
fluctuations, while using base money s the anchor for monetary policy

Astompis fo achicve sstainabl public finances were impeded by rising fnancing coss and extraordinay events, such as the earthquates in 1999 and the baning ersis in 2001, Despite successful measures to control non-interest expenditure and to raise revenues, public finances have been characterised by a high and very volatle general government deficit, fluctuating between 6% and 28.4% of GDP. Besides one-off effects, such as the fiscal costs of the
carthquakes in 1999 or of e structuring the banking sector afier the financial criss in 2001, the most important structural factor behind this patter has been interest payments, fluctuating between 13% and 26% of GDP. When deducting interest rate payments, Turkey has realised considerable primary surpluses (between 1.4% and 7.7% of GDP) dusing most of the period. This is a considerable achievement, in particular when compared
to previous cconomic subilsation effrts. The hae inceeas i th defct n 2001 roflect, el she o -off pac ofthe fnancia ceiss and of ssorbing the accumuted covs of agiculed 8ippore. Local govermment and socl sccusy fund deficts togetheeconteiute only bout 14/ percenage poines t th cvcrall defict. I view of ing Anancing necds, a rites have been inceased, s excmprion. v been emoved and
measures to reduce tax evasion and to increase the efficiency of the tax administration have been adopted. As a resulf, the share of tofal revenues in GDP rose from 20% in 1997 o 27% in 2001, The came from increases in indirect taxes. Ne Jargely constant at around 20% of GDP.

Govermment debt s risen markedly during he rference period, largely die fo he financial risis in 2001. According to EU accounting standards, the general government gross debt rose from 55.6% of GDP in 1997 to 102.4% in 2001, The sharp increase by 45 percentage poits in 2001 is to  large extent the result of the costs of the financial crisis. Besides a considerable defici, the biggest impact on the debr level came from the depreciation, which
increased the weight of foreign currency debt by 17 percentage points. The costs of bailing out insolvent private banks added another 7% percentage points to the government gross debt. The maturity composition of Turkey's external debt has improved. The share of short.term external debt in total external debr declined from 25% before the financial crisis, to about 125 by mid-2002. The largest share of the funds for strengthening the
financial sector were raised domesically, through floating rate notes or exchange rate indexed notes. As a resulf, government esposure to interest and exchange rate fluctuations has increased markedly.
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tra-budgetary funds have been re-integeated into the public sector and previously unrecorded financial transactions are now explicily treated. By 2002, the more than 60 extra-budgetary funds have been reduced to only five, accounting to about 1%2 of
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onfider i R Lh i W b R S S e Sanan s e el i e b s | ey 30 srangement with the IMF has been concluded. This new arrangement builds on the previous programme, approved in December
o and s support - mmplmon R e R e e e N T e G key structural weaknesses and seems to have been successful in reducing inflationary expectations. ander diffclt circamesanees. This has sgnicanty contibuted 0 the excdibiity of he curen: sabliaton efirs.
However, political uncertainty still rapily translates into higher financing costs for rolling over the public sector debr.
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cctors, such as in the banking sector or in basic industries. In the banking sector, one third of the sector's assets is in the

has started. A further im t step in increasing the role of market forces for allocating veillance insitutions. However, the process is not yet fully completed. State-owned enterprises are still very domir
e e e A manufactring sector ful tate owned ener sl account for jrosis i e ] and foe about 129 of the mmcmpxmmcm T many case,thes entrprives et oversatfed and neficiont.Prces s ol pady cosesecovering, A4 hese mcqu are mainly producing inputs to the manufacturing sector, price distortions spread through the whole economy. Budgetary
transfers to these companies not only lead to price factor allocations, but significant budgetary burden. provision to sector and to SMEs.

Price distrtions bare declined, The system of agrieultural ‘which had led has been largely eliminated. Prices for tobaceo and sugar are now determined by supply and demand instead of state purchasing agencies. Prices for energy and for products of many are in order to real cost situation. However, energy prices are sill subsidised as part
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Dt s s o proved it prvdisaion, i s b b it T’ priatisaion proces stasted back it caly 19805 Due 0 unfavourable masket condiions and a ck of et from porenial investors,secent rtempts have had very limited succes. Accumulated prvatisaion rvenues since 1985 amount 0 only about 3% of GDP. Netsevenues fom privarkation end o be even lover, iven the considerable costs of
preparing the companies £ or privatisation. Besiles several smallet privatisations, the most important projects caried out recently have been the sale of the remaining state shares in the Petrol distribution company POAS and the public offering of 31.5% of the oil refinery TUPRAS. In the banking sector, the two big state banks have been restructured and prepared for privatisation, while the sale of another state-dominated bank is
Seheduled 1 take place before the end of 02, The lgal Famenvoek for prvadson has becn mprosed. The Consiuion has ben amended t0 o fo ntermations it and the privsaton of encrgy companic. Ttk Teekorn has bech i more RFACve 0 prvae vesors, New s  rform the suse,tbaced,cecicty anl s ke now plovide [0 the pevatioton ofthe oxmer ector monopolcs.

Baris o ket catyand i hae e fter i, Ol che Tarkiscconoms is charateis by rather bigh numbes of masket enricsand exis ccounting foabout 10% of the numbes of exising entepriss. This points not only to the high flebily o Turkish entreprencars but o 0 2 beralsegime of market access. Nevertheles, there are sl impediments 0 staring up new s RS for SMEs and forcign
Bureaucratic proce dures are sill complicated and time-consuming. Prohibitively high interest rates and the reluctance of banks to provide credit to the private sector impede the stablishment of SMEs. However, progress has barriers. Formerly 5, such as the markets for electricity, gas, tobacco, alcohol and sugar, are in the process of being opened up to market
have been strengthened and internatio nal prudential standards are now implemented more srictl. This new approach has led to the i 19 non-viable: So far, which has had a positve cffect on the health of the banking sector a a whol.

enterpris
competition. In particular in the banking sector, exit procedu
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staffing a nd training of judicial personnel mean that commercial cases can take a long time, impeding intellectual property rights is insuffcient.

Tihe financialsetor i stll i the proces of onsolidation and dies ot yet chanel et savings fowards prodictive itestment. Duting the 19905, the expanded rapidly, benefiting from high public-sector g and loose financial and supervision. e e P 57 o 5 P | s ey s e e e
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sl of cormplex ovmhip steuchues, compiance with pdental nd tansparency sandards s ot 1 ascse. Ther g nsid th coterpise goup s ot vays in e i ackt pincples or pradendialsandard. The difccnce beeween lending an bostowing rateshas bee igh, pointin o neficincies i he eeeo. 1n acliton,th oveeAl pro sl of e bankin secto has declned raskedy g recet yors

A mgior baning risis erupted s 2000-2001. During 2000, increasing tensions in the financial markets revealed major systemic weaknesses. Profitabiliy declined as a result of the December 1999 programme's success in reducing interest rates and public-sector borrowing requirements. Furthermore, tight conditions on the overnight money market posed major difficultes to banking institutions, which had specialised in refinancing medium-
term credit on the overnight market. In particul ar state banks had been very exposed to this kind of activity, forcing them to roll-over on a daily basis up 0 4% of GDP. Unexpected liquidity botrlenecks in November 2000) and February 2001 drove these overexposed banks close to bankrupiey. The authorities had to intervene and switch to a less strict monetary policy and give up the crawling peg exchange rate regime. The sharp
deprecition of the curtency aftr the floating eroded the capital base of some overexposed institutions. In order to address the ba nking sector's welnesses,  mijor financial effort was necessary o restructure the financing profile of the troubled banks and to strengthen the sector'scapial base. Furthermore, increased priority has been devored to faser lignment of prudential regulrions with intemational sundards. Banking survellance
has been strengthened. Political interference with the lending of state banks to specific seetors, such as el and SMEs, was reduced last year. So far, 19 non-viable banks, accounting for about 15% of the sectors total assets, have had to be transferred to the custody ﬂrmc S:\'mgw Deposit Insurance Funds, reducing the number of operating banks to 57. The costs of bailing out the banking sector have led to a sharp increase in the
public-sector debt ratio. As a result of improved transparency regulations and the economic recession, the f non-performing loans in the banking sector's loan portfolio rose from 2.3% in 1997 o 12.9% in 2001. In order to alleviate the bad-loan issue, the g orting restructuring through the so-called Istanbul Approach. Furthermore, the authorities are restructuring the state banks and prepare them
for privadsation. One important step n this process has been the elmination of poliicl ntrference in the management of the banks and th reduction in the number of branches. The privatiation of the sate-dominated Vaquif bank i scheduled t0 be T e e o et e B e o R e o
the SDIF not only indicates that the cl ip process in the sill continuing, but al in pr g with the sector’s




The non-banking financial sector plays a very limited role. 1t consists of some 70 insurance companies, with assets accounting for about 4% of GDP. The Istanbul Stock Exchange has a market capitalisation of about 35% of GDP. Furthermore, there are some panies and about 270 funds, account for about 1.5% of GDP. Financial sector supervision has improved with the increasing alignment of prudential and
surveillance standards with international norms. <>

The capacity to cope with competitive pressure and market forces within the Union

The ability to fulfl this criterion depends on the exist amark and a stable s in a climate It also requires a sufficient amount of human and physical capital, including infiastructure. State enterprises need to be restructured and all enterprises need t invest to improve their efficiency. Furthermore, the more access enterprises have to
outside finance and the more successful they are at restructuring and innovating, e e T uwun © udup( & ot e T e s cbligatons of merebeahip e highes thedegree OF economi Integration 1t achves it the Union before accestion. Both the volame ar the range of produces rded with U Meenbes States provid evidence OF such inegraton.

Depite progess i stengibening the functioning of markets and institutions, macrocconomic stability has not been achieved. Since 1997, many structural reforms have been adopted. However, political instability has hindered cconomic stabilisation. The great financing requirement of the public sector impedes private investment into productive uses. Inflationary pressures and overall economic volatility are sill too high to allow economic agents to make
decisions in a climat e of stability and predictability
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is markedly below what is necessary give n Turkey's demographic structure. The lack of sufficient funds reflects the. f budgetary expendi P he scarcity of resources primarily affects basic educarion, in particulas in rural areas. Universities are in a slightly bettee situation, as a strct limitation on the number of university entrants shields them from the demographic pressure o which the institutions
providing lower levels of education are exposed. The educational content does not sufficiently match ¢ he requirements of the enterprise sector. ngh sncenployment st mong secondaey ehool lenvers e th seslt. The brain dsain of igny cducate persomnel i & robler. Howevce,despte the el constrint, Imporant eforts t mprove bai education have been made in secent yesc, in pabieula i rral acas. s 2 esle
enrolment ratios have improved. Furthermore, the period of compulsory schooling was increased from 5 to 8 years in 1997. There also scems to have been some progess in reducing chi Id labour. According to official satistis, the number of working children in the 12-17 age group declined recently to 590,000, which is about 4% of the labour force. Given Turkey's high share of unregistered activitis, the real number of working children
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GDP, while expenditure on pensions and social protection rose from slightly above 6% of GDP to 8% of GDP. The budget for 2002 foresees a further slight increase of social expenditure. Given the hig! human capita P d ving potential growth, a continuation of the present situation would be a substantial threat to Turkey's prospects for catching-up.

Labour market policies are underdereloped. Given Tuskey’s prioity of macroeconomic stabilisation, lttle attention has been paid to labour market issues, such as the high unemployment rates in urban areas and unemployment of secondary school leavers. Positive steps in this respect have been the inroduction of an unemployment insurance scheme and the establishment of labour market offices and of an Economic and Social Council
However, this council has so far only met sine is establishment in mid-2001.

The growth ol s bty el [ ot el bl empacst DB el e oy 264000 /05 C DB 2V VD el oo o e o o eetey st ooy s o ol 1 ety s e o s s oo Lot
of investnent n e, s decined rom 170 10 S T o GIOP o e o public investment has remained remarkably consant at around 6% of GDP. Turkey's physical capial sock is spit berween some up-10-date exportocented i neemtioaly compeifys catepias, o mimbes of under-capitalised small family enterprises oriented towards the domesiic market and using traditional management techniques, and an
sector with very low capital y. The economic volatilty has futher widened this gap aller firms fz with depend on retained profits to finance their.  big exp A enespiscsap ntermtionl expial markers 10 o1 he imted dommeni capial masker. L esanent i esearch e deveprment hasbeen ext o oy ot GDPin recent years.
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improve market access. In paticular i view of Turkey's low level of rescazch and development aciviies, the lack of foreign know-how is particularly disadvantageous. High economic volatilit, political uncertainty pedl el ol emi ik el o ek e e U2 o oD U e coome [ ey i o ol e el 00 o e
international asbitration, to establish a base for priv: d transfer public services to p prises. Furthermore, the Turkish authorities have reduced th d have prepared P for forcigners.

railway company s a state monopoly and represents a major budgetary burden. The length of motorway has increased by

Infiastrcture imestment s very neventy distribused acoss he connty. Tutkey's infrastructure is characterised by a rather well developed road network, in particular in the industrial core areas in the western part of the country. The railway network, on the other hand, is worn out and urgently needs to be improved. Turkey
20% during the last 5 yea e length of the railway network has remained much the same. The energy distribution network has a y P faciliies, such as gas and oil pipelines, have been extended in recent years.
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sectors has resulte d in the break-up of former state to several joint panies. In state-owned enterprises, redundant labour s being reduced. Declining budgetary support forces these companies to increase productivity and to align prices with the real cost situation,

The transition from an agricultual 10  serice- Jas ontinned. I lne with international trends, Turkey decline p fthe agricultural sector, while the service sector is gaining. During the period 1997-2001, the share of the agricultural sector in total gross value added declined from 13.8% to 12.1%. The share of manuf construction remained largely nged, while the share of the services
sector rose from 56. 3% t0 59.3%. A similar pattern can be observed in terms of cmpln\mcm hough the shaee of cmplogmant n giculunt i il igh. Drsing 19972001 employment i e agicatsa cceos decline rom 408% i 109 t 35.4% n 2001 while th shae of mployment i th sevice sccor ose from 35,14 in 1997 6 4154 in 2001

Somalland very smallentesprises are e sabilsing e of the Turkish economy. Despite Fbi d companies and . small and very small enterprises with less than 250 employees are the core of the Turkish economy. Benefiting from cheap inputs from the informal economy, these enterprises provide erucial overall stability for the highly volatile Tuskish economy. Although they account for only about 30%
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market and P by the p P pise have it acecss t ceit Mos ikl many of these onteapises il ace difcuie i aligning with U standard, such a abous <culations, oci. henth and envizonmentl sandeeds.

State interfrenc i the conomy bas started fo decline. Deregulation of impo , such as agrculture, energy and has led to a sigifi in state interference. Independent regulatory and monitoring agencies have been established, replacing stae regulation. Furthermore, numerous free-trade agreements have been signed in recent years. State subsidies and state aid have been reduced.

Trade integration wit the EU has romained a a bigh lve. After a sharp increase in openness to trade dusing the 1980s and the early 1990s, Turkey’s trade integration with the rest of the world has remained rather constan, with exports and imports of goods and services staying at slightly above 50% of GDP. When preparing the establishment of the Customs Union between the EC and Turkey, trade restrctions were dismantled gradually,
which led to a marked increase in b al trade. Afterwards, the speed of further trade integration slowed down. Nevertheless, the share of Turkey's merchandise exports to the EU in total merchandise exports rose from 46.6% in 1997 to 51.6% in 2001. However, the share of Turkish merchandise imports from the EU declined in that period, from 51.2% of total imports to 44.6% in 2001. The decline in imports is lrgely related to the
economic erises in 1999 and 2001, reducing significantly the import of machinery and consumer durables, which are usual ly coming from the EU-15.

The commodity composition of exports has confnmed 1 improve. On the export side, the share of industsial commaodities has increased from 87.6% 10 917, mainly due to a considerable increase in exports of motor vehicles from 4.3% o 10.2%, while the share of testiles has remained largely constant in absolute terms and has declined in relative terms from 38.4% of total merchandise exports to 33.1%. The share of agecultural commodities has

declined from 11% to 8%. The changes in th dity composition of y reflect and the increase in ol prices. The share of investment goods and industrial inputs, such as metal products and machinery, has declined from 20.2% to 16.2%, while the share of crude oil has inereased from 5.7% to 10.5%

Price compeiveness of Tiurkish exports has ben ery i, It deteriorated makedly during 2000), when the combination of a pre-announced crawling peg and persistently high domestic inflation led to a marked appreciation of the real eschange rate. As a result, Turkey lost market shaes on important export markets, while imports were booming. The sharp depreciation after the free floating in February 2001 has lasgely corected the loss in
competitiveness. Labour productivity gr owth has been decelerating, reflecting weak capital accumulation and low output growth.

General evaluation

Turkey has made p on the its market. y should improve its capacity to cope with competitive pressure and market forces within the Union, but s sill undergoing the consequences of the two deeply destabilising financial crises.

After several attempts to stabilise the economy, the current reform programme is producing positive results and growth has resumed. Fiscal discipline has improved and the transparency of public sector accounts has increased markedly, while inflationary pressures are declining, Political interference, a main source for Turkey's economic instability, has been reduced and structural weaknesses, such as a fragile and distorted banking sector,
are being addressed. Financial market regulation a nd supervision have been strengthened. Important steps have been taken to liberalise key markets, such as agriculture and energy.

“To improve the funcioning of its markets and its compeiveness, Turkey needs 0 continue the present efomm process in order 0 achieve macroeconomic sabilty and fiscl sustinabiliy. Furchr reducing chronically high inflation and maintining fisaldiscipline are imporant pre-condiions 0 hisend. Prudental ind accouning sandards i the bmhng scctor bave to be broughi n line vith iternaional norms. The pratiation of
state banks and enterprises has to and the completed. productive uses and P attention to education is important o increase the competitiveness and the growth potential of the economy. The inflow of FDI has to b d by simplify P and b

Ability to assume the obligations of membership.

Introduction

This section addsesses the question of Turkey's ability to assume the obligations of membership — that i, the legal and institutional framework, known as the acguis by means of which the Union implements its objectives. Alongside an evaluaion of relevant developments since the 2001 Regular Report, this section seeks t provide an overall assessment of Turkey's abiliy to assume the obligations of membership, and of what remains
rmore, it includes an evaluation of Turkey's track record since the Commission's 1998 Report on Turkey

“This section is structured in accordance with the list of 29 negotiating chapters, and s Turkey's y toimplement the agas n its various aspects,

In December 1995, the Madrid European Council remarked on the need to create the conditions for the gradual, harmonious integration of the candidate countries, particularly through the adjustment of their administrative structures. Taking up this theme, in Agenda 2000 the Commission underlined the importance of effectively incorporating Community legislation into national legislation, and the even greater importance of

properly in the field, via ive and judicial structures. This s an essential precondition for creating the mutual trust indispensable for future membership.
In June 2002, the Seville European Council repeated should continue to make p with d effective app of the asguis, and added that candidate countries must take all necessary measures to bring their administrative and judicial capacity up to the required level. Building on the f Turkey’s pacity p in the 2001 Regular Report,
oy e 0 A e o 1 o o P struetures required f the the acguis.

In ts 1998 Report, the Commission concluded:

"Tiurkey bas shon it abilty o adopt and implement the bl of the lgislaion sipulated in the Cstoms Union Decsion by the deadiines. 1t st now show a sl determination in those sctors wher the oblgations have nt been et on tie. 1 has aleady bgun the proces of alignment on Community laws in most ofthe aas identifed in the Exnropean stategy, though neah remains to b done, partiularly i the feld of the infernal market (inlding public ontct), agricultur ¢ and the environment, In
setors aming nnder either the astons ion nor the Esrpean state, Turkey stll bas a ong way o go egarding e adpion of the acgis.

Wil Turkey has sundeniably sbown that it has the adinstrative and legal capacity fo qply the acquis i the conext ofthe ustoms anion , it is ot possible at 1hi stage fo offr a opinion o it ftsre capaciy regarding ofber areas of he acquis which bare nt et ben transposed.”

In the 2001 Regular Report, the Commission found that

Turkey's isis R e e e e ) was adpted in

the acqu including on the Central Bank, and in setors such a teeconmunications, energy and agricubtur. Howeser, i some cases
and Turkish lgilation hare remained. Progres i sirengtbening adminisrative capacity fo implement th acguis bas been lied

o from the acquis visual, ). Major diserepancis between the acquis

Regarding the internal market, varions pces of hgilation on free movement of oods have been adopted inclucing standards. The adoption of a framevork for tedial keislation is paricularl sigifcans. Euriber steps ned fo b faken in a sumber of areas, The existing rgime of public procurement i ot in lne with e acguis. No prgress can be reported in e fed o fiee morement of persons. In he fied of ive movement of capital importans nsricions o forign inestment i varions sectors have remained.
Major forts ar: requine o fitber align lgisttion in the il of non-financial sevice. The implementation of lgislation i the feld of money landering shondd be given greier aftention. I the ara of company law, no progress has been made i establishing  new commercia coe. Iportant st have been taken fo align eislation o intelketal property rights with fhe acquis. Specialsd conrts have been set i the el of intllectual property protection, but the enforement eapacityin his feld needs 1o be
strengtbened. In the ield of competiion poliy, he application of ai-tust provisons remains satifactory. Tarkey's sate aid pole is ot compativle with the acquis. Despitea new law, the situaton with spectfo monspoly adjustment on alobol and tobacco remains a mater of eonem.

Turkey bas started a substaniial eform in he agricnlral sector, Honever, some of e basi eatures of the e Tarkish diec income poliy diffr from the current approachin the EEU. Turkey bas ot establised a namber of basic mechanisms, such as a nation wide land register: 1 shondd foas on the sranspasiion, implementation and enforvemensof EXC lgislation in he eterinary and phytosanitary setors.

O fisherie, no progres has been made i the alignment with the Conmon Fisheres Poliy. A soderwisd flec registration systen neds fo b establisbed.

As rgards transport poli, Turkey showld sicp up the lgislaive work: necessary o adups the Commanity transport acqiis. The adminisrative cpacity kvt kgislation in inproved.
O taxation, signifcant progrss is mquired in particular on approscimation of the ates appliedin the VAT sytem.

T ot felds, Turkey's staistical infrastructur i still vepy diffrent from that of e FEU. No conaete progress can be repored.

Steps bave been taken in he il of Social Plicy and Fmployment but ot il conform with e acquis. The new law on the Economic and Saocal Conncil for example, il o reae the onditons or a genine socal dialogue. Tirish egislation remains very diffrent rom that of the FEC. As rgards energy, sbstantial progress has been acbieed i the fied of eletriity and gas sectrs. The two major laws adped i year an impordant sicps in preparing Tukey for the internal ener gy market
Intheteeconmunications sctr, the new regulatry framenork should be brought i o lve it the acquis on maters such as universl services and data proscton

As rgards rgional policy, Tirkey has made 1o progres and considerabie attention neds 0 bepaid fo prepare she implementation f structural polices,

Inthe emironmental feld, further ew kegislation necds fo be Lo, which

In the field o justice and bome i, Turkey reently signed of the Gy E: and the fight . A bilateral Turkey has taken initiatives to align with the EU'sviva policy and o conclude reacmission agreements in e Administrative the feld of border.

In customs, there is alwost il algnment.

0 budietary mechanisms inside the T sboudd b inproved.

Adinistative cqpacity i diferent areas needs 1o be strengthencd fo ensue tha the acquis i implemented and enfored effctively. A sigifcant eform at al lvels of he administation is equired. In some cases, tis il entail the establishment of new structures, for example in the feld of stat aid and egional deselopment. In e areas, mew reglatory bodies have bee set . Their antonomy should be assured while a the same fime sficient sta and fnancial esoures e d 1o be ade availble

The Acssion Partnership with Tirkey was March 2001 and T ffrts for s implementation. . Tirkey gained greater wnderstanding of he acquis and the gvenment bas tarsed an intensive process o preparation o new egsltion. In the areas f five moement of goods intellctual popersy protection, enery, feecon and custons, e measies taken have parsially et the shrt teros Acassion Pavtership pririis. Considerable frther ff orss are neded o meet
she short term Acssion Partnership priorities related o the acquis.”

The chapters of the acquis

As indicated, the following review of Turkey’s abiliy to assume the obligations of membership has been structured in accordance with the lst of 29 negotiating chapters. Accordingly, this section opens with an assessment of progress relating to the comerstones of the internal market which are know n 4s the "four freedoms”, and continues with a systematic review of progress on each of the chapters, covering all aspects of the agais,
including sectoral policies, economic and fiseal affairs, regional policy, environment, justice and home affairs, external policies, and financial questions.

Progress since the last Regular Report

Since the last Regular Report, Turkey has made further progeess in alignment with the aguds, especially by adopting horizontal legislation in the area of conformi 0 been considerably accelerated in the last year. However, there has been litle progress in y institutions. Actual

improve ment in free movement of goods is therefore limit

sessment and market surveillance. The aligament of the sector-specific legislation has

Concerning horizontal and procedural measures, the law on the preparation and implementation of technical legislation on products entered into force in January 2002. The purpose of this framework law is to lay down the principles and procedures for the placing on the market of products, conformity assessment, market surveillance, inspection and relevant notification procedures

The framework law has been supplemented by secondary legislaion. In total, four pieces of legislation have already been adopted and entered into force in January and in April 2002: () maket surveillance and inspeetion of the products, (i) use and affising of the CF: conformity mark, i) working principles and procedures for the conformity assessment bodies and notified bodies and their assignments, and (iv) notification procedures
between Turkey and the EC. regarding technical legisl ation.

In the area of the Turkish Standard Insticute d 0 adopt CEN and CENELEC standards, but ETSI standards were not adopted this year.
No progress can be reported concerning acereditation and certification.

As regard: ific legislation, in the ficld d by the Old Appmach, 17 EC. directives have been transposed notably in the field of legal metrology and pre-packaging,

The Turkish rules on weights were amended in April 2002. Four rules transposing directives on alcohol meters and alcohol hydrometers, pressure gauges for motor vehicles, alcohol tables, and electrical with the aim of postp entry into force unil 2003,
EC diectives have been transposed in the field of pressure vessels.
In the area of motor vehicles and their trailers, 22 directives have been transposed and three directives, which were transposed before the publication of the previous Regular Report, have been amended. With regard to agricultural and forestry tractors, eight directives have been transposed.

Turkey has also transposed a direetive on testiles and a diective on crystal glasses.

In the area covered by the New Appradh, directives have been transposed on electrical equipment designed for use under certain voltage limits, lectromagnetic compatibility, appliances burning gaseous fuels, pressure equipment, simple pressure vessels, recreational crafes, medical devices and active implantable medical devices, and non-automatic weighting instruments. Turkey also transposed the directives on machinery and toy safetys

As regards the issue of food safety and foodstufts legislation (see alio Chapier 7 - Agraulure), Turkey has transposed, since December 2001, some of the arguis by adopting legislation mainly in the fields of packaging materials and food for pasticula nutritional ses. A major part of the acguis seill needs t0 be transposed. Information on compatibility of Turkish legislation with Community law and its food safety principles will need to be
provided at more regular intervals,

A Food inspection strengthening project’ has started and should bring about necessary improvements in the control services. Some training programmes on inspection, HACCP and laboratory analysis have been carried ou

As regards customs entry and exit points, the legislation on the d border ts for imported and exported foodstuffs has been amended in order o allow for more effective conteols (o ind safety se also Chapter 7 ~ Agriultas).

One directive on medicinal products was transposed in May 2002, but the overall rade regime for pharmaceuticals remains problematic, and discriminations in favour of local products remain in force.
The implementing regulation for fertiisers used in agriculture has been published. The Turkish legislation in this field s thus aligned with the aeguisin this feld.
No progress can be reported concerning the non-harmonised area. The legishtion on exchange of information on national measures derogating from the principle of the free movement of goods has not yet entered into force.

No particular developments can be reported in other sectors, including the fields of cosmeics, detergents, and explosives for civil use, construction products and chemicals

As a new law on public p adopted in January 2002 and subsequently amended in June 2002 It is expected to enter into force in January 2003, The new law will provide for additional transparency, accountability, competiion, and should at the same time ensure a more effective and efficient utiisation of public resources. The amendments of June 2002 relate to thresholds and submission periods
R e S e

A Public Procurement authority has been legally established and its ten board members, including the president, in April 2002. Considerable investments in the administrative capacity of the new Authority and procuring entities are needed to ensure that the new law will be operational by 2003.

Overall assessment

In the framework of the Decision of the

‘urkey Association Council on implementing the final phase of the Customs Union, Turkey undertook to adopt the Community legislation reating to the removal of technical bartiers to trade by the end of 2000,

The requirements for the import of alcoholic beverages and the delays in adapting the TEKEL monopoly resulf in serious trade barriers in this sector. Moreover, Turkey applies arbitrarily the provisions of the import regime on second hand cars to different products. These two issues constitute unsettled trade disputes with the EC.

When the acquis on industrial products is adopted and implemented in Turkey, it is essential that the authorities ensure that it is accompanied by the and institutional in order to guarantee its full and correct application. Although the Framework Law on the Preparation and Implementation of Technical Legislation on Products and the related implementing legishtion entered into force in 2002, the
conformity assessment structures are not yet in place. The same also applies to market surveillance, which is currently performed by several ministries, depending on the relevant sectors following p procedures and mandatory standards. This situation needls o be addressed as quickly as possible to allow for the enforcement of the legislation adopted, and reqires training on the requirements of the new market surveillance
C g the y d by the Turkish Standards Institute (TSF) in necessary structures o create trade pi There are sl unnecessary requests for documentation, excessive testing procedures and delays for approval. These concems need to be addressed as s00n as possible by reducing the divergent practices.

The TSE, which is an independent institution not funded by the state budget, is responsible for the preparation and publication of standards, industrial metrology and calibration, conformity assessment and certification. It is an affiliate member of both CEN and CENELEC and has applied for full membership of both However, pp have not yet led to the acceptance of TSE. as a member.

Moreover, the dual function of the TSE:in both y assessment is for concem. These roles have to be separated in an independent and autonomous way with clear division of competences.

In the area of acereditation, the Turkish Accreditation Authority established in 2000 has ot become fully operational although it has lasgely completed its organisational structure and staffing and started receiving applications for accreditation. None of these applications had been concluded by the end of April 2002

In the area of certification, there are no certification bodies offically assigned by the national authorities such as ministris.

Turkey needs complete Ftechnical legislation in the various fields in which limited progress was achieved last year.

In some sectors alignment with the arguisi already in place. However, Turkey has still not fulfilled its obligations under the Customs Union to implement a large body of legislation on technical requirements for producs already due by the end of 2000

In sectors covered by the OId Approach, progress in the field of motor vehicles and agricultural and forestry tractors is welcomed. More efforts need o be made in alignment in other areas, such as pharmaceuicals, cosmetics and chemicals, where the Turkish authorities foresee completion of alignment of the legislation in 2003

As for public procurement, the adoption of the new law and the establishment of a public procutement authority is a positive first step towards aligning the Turkish Public Procuement Law with the acquis. Ci forts and . both in primary and are still needed to ensure full lignment. A number of discriminatory provisions against non-Turkish bidders remain.

The reservation of markets for domestic bidders due to high thresholds and the provision of price preferences (15%) for domestic bidders are also inconsistent with the relevant asguis. A newly added criterion, which reserves the market for domestic goods above a certain threshold, further limits market access for EC goods (Article 63).

Concerning food legislati h reinfc pacity s sill needed. Turkey needs to address such outstanding issues as the upgrading of laboratory equipment, eaining of officials, and d the f structures.

In the Report of 1998, the Commission concluded that the Turkish as 2 whole had put considerabl LR T T TR S e e S O G D e o i e, ot e s e e W e e o ep o
hand, of Turkish legislation with the acquis in the area of removing technical barriers to trade. The framework legislation to enable Turkey to take up the basic principles of the Community New and Global Approaches was sill missing. Consequently, very ltle progress had been made in the sectors covered by the New Approach Directives. Some progress had been made in the sectors covered by the Old Approach legislation even if the
C had not had the oppi heck p Fthe Turkish eilation. Mach st had to e done therfore 0 ens s complance with the oblgaions nsuing fom the Customs Union 1eciion by th deadline of 31 Decerabes 2000

Since that time, difficulties with existing obstacles to trade barriers have lingered. Further progress was noted with the adoption of a number of pieces of legislaion related to horizontal measures. Turkey has aceelerated work on the transposition of the aggds, the alignment of technical legislation and public procurement, though in neither field is alignment yet complete. Some of the implementing laws in the filds covered by the Naw
Appmach are to enter into force afte r long transition periods. Moreover, there are also considerable deficiencies in terms of administrative capacity for the enforcement of the harmonised legislation on both horizontal and sectoral aspects. This results in ineffective market surveillance, and the systematic verification of products at the moment of import. Overall, Turkey's alignment with the acgus s well advanced but substantial further
efforts are needed to reach full alignment.




‘Turkey should focus further efforts on the adoption of instruments aimed at removing technical barriers to trade. Much e be done to ensure compliance with the nm,gmm ensuing from the Customs Union Decision with the deadline of 31 December 2000. Indeed, the existence of non-tasiff barriers to trade makes it difficult to fully achieve the benefits of the Customs Union. In order to optimise the enforcement of adopted
legislation Turkey should also abandon the pracices of pr e-market control of products in favour of in charge of market or developed. The whole system of legal metrology needs to be reinforced. Turkey should refiain from introducing new technical specifications differing from those of the EC.

Progress since the last Regular Report

The porting period has seen no further alig ¢ p

“There has been no proress in the area of mutual e i ifications, citizens' rights, fr workers o the ination of social security systems.

As regards administrative capacity, no developments can be reported,

Overall assessment
In the area of mutual recognition of professional qualifications, a national occupational standards agency has not yet been established. Legislation reviewing the minimum training requirements for 250 professions remains to be adopted,

Different institutions are responsible for authorising access to the professions, partly private sector associations and professional organisations, partly state bodies such as the Board for Higher Fducation. There is no national co-ordinator yet for the mutul recogaition of diplomas and professional qualifications. Legislation needs to be monitored to ensure that it distinguishes between academic and professional recognition and includes
simpler procedures allowing for the provision of services.

Turkey sill needs to review several lnws and the role of professional organisations to eliminate restrictions on free movement of foreign workers,

In particulas, with respect to co-ordination of social security systems, amendments to the current social secuity legislaion are siill needed in order to ensure the proper functioning of its social securiy system. Inefficiencies, deficits and cases of irregulasities in the pension system and social security institutions are partly due to insufficient administrative capacity. Turkey should continue its efforts to streamline and co-ordinate its social
security institutions in accordance with EC guidelines.

In previous Regular Reports, the Commission has not noted any particular developments in this area, Turkey's alignment with the acguis in this field remains very limited. Tuskey should focus its efforts on aligaing legislarion with all relevant aspeets of the aaguis in this area, Fusther work to develop the necessary administrative structures is also needed.

Progress since the last Regular Report

Since the last Regular Report, there has been some progress regarding financial services and enhancing administrative capacity

“There has been no progress in the area of right of establishment or freedom to provide services (other than financial scrvices) (fo further deail see B.2. Economic crieri). No progress can be reported concerning self-employed workersa.
In the field of financial services, substantial progress has been made in parricular in the banking sector, under the Banking Sector Restructuring Programme, which is part of the IMF-sponsored economic reform programme,

Following the adoption of implementing legislation, banks may acquire non-financial subsidiaries, provided that the shares acquired in 4 single company do not exceed 15% of the bank’s own funds. A regulation on the accounting plan and standards of banks was amended in order to allow the inclusion of repo transactions on balance sheets as of February 2002, Furthermore, a regulation on accounting practices, which is compatible with
the Intemational Accounting Standards (IAS), has bee orce since July 2002 in order to ensure that the balance sheets of banks are compliant with IAS requirements.

Dusing the reporting period, the Banking Regulation and S ¥ (BRSA) has been banks established by Turkish banks or by their majority sharcholders in Bahrain, Lusembourg, Malta and the Netherlands.

Concerning sccurities, the Capital Market Board (CMB) published two sets of legish principles of financial statements and accounting for investments in associates in capital markets and financial statements in high-inflation periods in November 2001, This legislation has not yet entered into force.
Further legislation adopted concerns amendments to the regulation of the Istanbul Stock Exchange and the establishment and functioning of the Stock Exchange. Modifications to the Communiqué on principles regarding investment funds and a regulation concerning pension funds have also been adopted. Finally, a Communiqué concerning the principles regarding advisory activities and investment advisory institutions has been
published.

In the fields of insurance and personal data protection, no progress can be recorded. The same applies spacity. There has been no development concerning the i ion society regulations.

Overall assessment

The possibilty for foreigners to provide non-financial services in Turkey remains subject o substantial obstacles in a number of sectors, in pasticular n the areas of legal and health services. Accountancy services can only be provided on the basis of reciprocity. Professional service providers such as architeets and engincers must be registered as members of professional associations in Turkey, even if they are already registered in their
countr y of origin. Much work remains to be done to align Turkish legislation with the acgis in this respect.

By contrast, the sector of financial services is largely open to entry of foreign operators. Foreign banks started to purchase Turkish banks after they were restructured. Attention will need to be paid to enforcement of the new legislation in the banking setor. In this respect, maintaining the independence of the Banking Regulation and Supervisory Board (BRSA) is crucial. As for administrative capacity, the BRSA’s staff s at present
composed of 55 managers and 197 experts. <>

The in the banking iy o the stabilisation and strengthening of a crucial sector of the Turkish economy (i alio B.2. Eaanonic ieia)

In the field of investment services and securities markets, the adoption of the Regulation on Rules and Principles Regarding Consolidated Financial Statements and Accounting for Investments in Associates in Capital Markets by the CMB is a welcome development. However, much work still remains t be done in order to align Turkish legislation with the relevant aagis, in particulas with regard to investor compensation schemes, capital
adequacy and supply of material information.

“The previous Regular Report rq>unnd that the CMB enacted a regulation regarding the Investor Protection Fund in June 2001, However, the Central Registry, which is responsible for administering the Investor Protection
which s narrower than that in the.

‘und, established in September 2001, s not yet fully operational due to logistical shortcomings. In addition, this investor protection scheme s not n line with the relevant g, in particular with respect to its scope,

Regarding the capital adequacy of y . the requirements g capital, calculation of provisions against risks, and reporting requirements are not in line with the relevant agguis.

The Capital Market Board (CMB) s entifled to set the standards for prospeetuses on financial information. These are to a large extent in accordance with the principles of the relevant EC directives. There i still a need for enhancing transparency of unlisted companies, which are admitted to trade on regulated markets. In addition, the sope of information in prospectuses should be extended to other areas such as forward-looking data,
prospeets and consolidated accounts of the issuer, an d information about guarantors.

There are also differences with respect to certain publication and disclosure obligations of issuers whose securities are admited to official listing in Turkey. Regarding collective investments, banks, insurance companies, brokerage house
Collective Investments Transferable Securiies)

, pension funds and employee funds can establish enterprises for collective investments in transferable securities in Turkey. However, the matter is not regulated by the UCITS Directive (Undertakings in

¢ Board should be ensured

t remain. Moreover, the adoption of an insurance monitoring law in line with the releva urgently needed. The op 1 the

B s IS o) I S S B 0 e g e e T T i T Do
inline witt the aaguis. " o et e e e e e B e e S

As regards administrative capacity, the CMB is the regulatory and of the securities and “The CMB is autonomous and self-financing. A fee of 02%

CMB. The CMB consiss of a seven-member Board and has a t otal staff of 410 persons (21 managers, 202 experts and 186 auxiliary staff).

Y of the volume of the securities registered with the CMI s paid by the issue, which constitutes the budget souee of the CMB, In addition, 5% of the revenue from exchanges traded under the Capital Market Law is also required to be transferred to the

The 1998 Report stated that Turkey should have no particular problems in the medium term in applying the acguis on the free movement of sevices. Harmonisation in the financial services sector was well advanced.

4 of non financial servic

Since 1998, progress has becn achieved in the arca of financial services, and in particular in strengthening administrative capacity and other surveillance bodies. Progress has remained limited in the rhe overall the arguis i the p The reform of the barking sector is bringing the regulation of the Turkish banking sector into line with international standards and the
ded

acquis, However, in areas suc h as investment services and insurance, substantial efforts are sill

Turkey should focus further substantial efforts on aligaing the legislation concerning the freedom to provide non-financial services. Also, regulations concerning the insurance and re-insurance sector should be brought into line with the agguis, and fusther liberalisation is required concerning investment services,

Progress since the last Regular Report

There have been only limited developments since the last Regular Report in further aligning legislation with the acguis

In the field of capital ts and payments, a. prog: aiming at legal, e investment has been adopted in December 2001, However, this program has not yet led to changes in the applicable legislation.

In relation to payment systems and money laundering no further progress can be reported this year.

Overall assessment
In the field of capital movements, there is a certain degree of alignment with the acquis. However, significant restrictions place limits on participation by foreigners in Turkish enterprises and in acquisition of real estate.

on foreign , limitations on ip il existin a large number of sectors such as civil aviation, maritime transport, port enterprises, radio and television broadcasting, telecommunication, and mining and energy

Regulations concerning the acquisition of real estate by non-nationals (foreign natural persons) and foreign legal persons exist. The acquisition of real estate by foreign natural persons is bound to the principle of reciprocity between Turkey and other countries. In addition, foreign real persons are prohibited from acquiring real estate in villages (Village Law) and near military and security areas (Prohibited Military and Security Areas Law).
Acquisitions over 30 hectares are su bject to the permission from the Council of Ministers.

Concerning legal entitics, foreign firms are permitted to acquire real estate in Turkey pursuant to foreign investment legislation and provided that the real estate to be acquired is related to the investor’s permitted activities. Foreign-controlled enterprises are prohibited from engaging in real estate trading The Tourism Law and Petroleum Law include exemptions to the restrictions stipulated in the Village Law. Turkey should bring this
legislation into line with the acguis

An authorisation system for investmentis sl in place and capital of USD 50 000 must be provided to establish a company or open a branch in Turkey. A new foreign investment law is expected to replace the present s registration system and remove the Turkey he physical movement of securities and other capital market instruments into and out of the country
i Fce. Thee i o paeiula estiction on the moveemen o personalcaptl. Forignces may impore and -expor it smouts o Funcs. Thee is o it 6 the sepateation of rofs o imveatments. The tesssfo of apitl by Tukish mational o o tions] escents ot the prpose of dsct avestenet i ki o 1 cash, zmnurmng o more than USD 5 million or its equivalent requires authorisation by the Under-Seeretary of
the Treasury. Banks must inform the Under-Secretary of the Treasury of transfers if the value exceeds the e quivalent of USD 50000 in Turkish Lira. Payments for import and invisible transactions as well as capital export are excluded from this provision.

Reagrding payment systems, the whole acguis (Directives on cross-border and on 3 instruments) remains to be transposed. Turkey also needs to establish an out-of-court o deal with the ppaints between banks and their customers.

No restrictions apply to cross-border eredit transfers (payments)

Concerning institutional investors no restrctions are stipulated, de jam, in the Insurance Law and implementing legisation as regards the investment in foreign assets. However, thes
Board.

sets may not be used to constitute compul

erves (collateral). Turkey needs to fully align its legislation with the relevant aegais. In particular, lawyers, auditors and accountants should report suspicious transactions to the Financial Crimes Investigation

As regards administrative capacity, Turkey has a functioning financial intelligence unit, the Financial Crimes Investigation erd with a staff of over 1000, Since 1991, Turkey has been the only candidate country, which is a member of the OECD Financial Action Task Force on Money Laundering. Since the beginning of 2001, 35 cases have been investigated, resulting in the opening of judicial cases concerning transactions covering.
approsimately € 250 million. Overal, the Board needs t ade its paper-based information system and musumm procedures. of a financial highly

Inits 1998 Report, the Commission concluded that, although Turkey had introduced relatively liberal arrangements in the area of free movement of capital, restrictions were siil in place on certain transactions. This applied in particular t certain types of foreign direct investments and real estate investments by non-residents, and the admission of certain secuitis to capital markets. The same restrictions were highlighted in the Report of
1999, which also highlighted the establishme nt of the real time gross settlement system (RTGS). The need for an authorisation for foreigners intending to invest in Turkey was underlined as a shortcoming to be corrected.

Since 1998 Turkey has further aligne its capital movement regime with the acguis. However, substantial additional efforts are required for the alignment to be complete.

“Turkey should focus further efforts on further aligning its foreign investment legislation with the agguis, and on removing all restrictions for foreign investor

. Among these, the restrictions on the possibility of buying real estate and on the participation of foreigners in 4 number of sectors should be removed. T s necessary for foreign investors should be replaced by a more iberal regime,

Progress since the last Regular Report

Since the last Regular Report, Turkey has made progress in the field of and property

Iaw, as such, no p progress can be reported.

As regards accounting, the C:
established. Its role is

that determine the accounting standards of consolidated financial statements and for limited liability companies in periods of high inflation. These steps constitute progress in temms of alignment with the aggis and bring more transparency. These provisions will be in force as from 2003, In addition, the Accounting Board of Turkey has been

pital Market Board (CMB) has issued two Communique
publish

The latest developments in the legislative aspects of intellectual and industrial property rights (IPR) in 2001 and early 2002 show some progress, although these have not yet fully materialised. In particular, the process of accession to the WIPO Copyrights Agreement and the WIPO Performances and Phonograms Agreement is not completed yet. This also applies to industrial property rights with respeet t accession to the Geneva
Text of the Hague Agreement on Intemation al Registration of Industrial Designs and WIPO Trademark Law Tres

In March 2002, provincial Commitrees to combat piracy were established by the relevant authorities in 70 provinces in Turkey. These Committees consist of Ministry, local Government and police staff, and representatives of the professional associations. They will monitor piracy cases within the individual districts. An information campaign has been launched to mise the awareness on the need to combat fraud and piracy

Overall assessment
Alignment on Company law and accounting remains limited.

Concerning intellectual property rights, the new Law on Intellectual and Artistic Works needs further amendments with respect to the copyright in the information society, s gneris database protection, public lending, artst's resale rights and rental rights. The work has to be accelerated.

Piracy and counterfeiting remains a serious problem in Turkey. The level of piracy was for example reported by private industry sources to be 58% in the field of software in 2001 and 30% in the field of music piracy. Furthermore, the legislation and border enforcement of the acguisin this field is il insufficient. In this context,it is crucial that Turkey ensures the application of appropriate remedies and sanctions in case of infringements
of copyright and related righs.

Turkey has established an institute on intellectual property rights as well as courts specialised in intellectual property matters in Istanbul. A project on IPR aiming to train cight judges and providing for equipment and the setting up of a database is in the process of Other ir: h lised for the Ministey of Culture, Finance and Interior is also being carried out. Turkey is also intensifying it efforts on
awareness These meas ures are app , but both legislarive and

Data protection in the field of pharmaceuticals s not sufficient. A Decision of the Association Council fores

obligations in this field, which Turkey did not implement.

Training of judges and prosecutors has started in order to enable the Government to establish cight more specialised courts.

mount of harmonisation had already been achieved as regards industrial and intellectual property rights. As m;,udswmmm o T S e S o 5 T 008 i TS 1 S 580t et A el s
to be insufficient. The fight against piracy was still not sufficiently effective and remained a matter of concern. and training as wel 1 co-operation by the police, customs offices and courts was required.

In ts Report of 1998, the Commission noted that a considerable
the administrative capacity and enforcement of legisl ation continu
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must be substantially improved.
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including th acopyrigh centre, take measures to combat piracy and other infringements and represent the country in inteenational fora. Further efforts are needed to align industrial property rights, especially in the area of industrial designs. Supplementary protection certificates for medicinal products and plant proteetion products in accordance with the asgui are not in place:

Progress since the last Regular Report
Since the last Regular Report, Tutkey has made progress, notably concering the enforcement of anti-trust rules. No progress can be registered concerning state aids.

Concerning anti-trust, no new legislation has been adopted. The Competition Authority concluded a total number of 121 cases and opened 178 new cases in 2001, Five cases out of  total number of 60 concerning restrictive agreements were concluded as prohibitions with fines. In four out of 18 cases concerning abuse of dominant position, fines were imposed and the actions of the enterprises concerned were prohibited. The
Competition Authority imposed conditions for the approval of fou £ mergers and acquisitions in 2001

No progress has been made on the adoption of state aid legislation, or on the establishment of a state aid monitoring authority. This is leading to delay in the adoption of the Association Council Decision on the implementation of competition rules.
A welcome development has been the completion of the work on the definition of a provisional map for regional development purposes according to the NUTS 2 classification. This will provide for a differentiation of maximun aid intensiies, thus serving a5 a more targeted approach to alleviate regional disparitis.

The difficul the position of the TEKEL ly reported in the previous Regular Report persist. The legislation adopted in 2001 can not be considered a progress and its entry into force s delayed by the lack of practical arrangements.

Overall assessment

“Turkey has aligned substantial parts of its legislative framework in the anti-trust area with the acquis and the obligations deriving from the Association Council Decision establishing the Customs Union. Further ali ema essary.

The Turkish Competition Authoriy has adopted a considerable amount of implementing legislation, in particular in the area of block exemption regulations. However, the Turkish block exemprion system on vertical restsaints follows the old EC system that was changed in 199, There is separate implementing legislation in place that regulates the system of block exemprion for vertical restraints, namely esclusive distribution, exclusive
purchasing, motor vehicle distribution and franchising a greemens.

In Turkey, there is no implementing legislation on rules for agreements of minor importance, which do not appreciably Furth exists sestraints, in particular Technology Transfer and Research and Development Agreements.

Aurther cfforts are needed to align the Turkish competition legislation with the EC acquis in this feld.

The independent Comperition Authority consists of an 11-member Board and has a total staff of 319 (7 managers, 90 experts and 222 auxiliary staff). The income of the Competition Authority is mainly composed of an appropriation within the total budget of the Ministry of Trade and Industry and a 25% share of the fines that the Comperition Authority imposes.

Due to incomplete legal alignment, the Competition Authority does not enjoy the appropiate powers and competence to effectively apply comperition law to publi prises, state monopolies p sights. There is a need to empower the Competition Authority to by public enterprises, state monopolies and companies having special ighs.

Furthermore, a large number of specific sectoral laws, in particular on services, contradict the Turkish Competition Act, and de ficto prevent the Competition Authority from enforcing the Compeition Act. The Competition Authority should interpret the defnition of "undertakings” in a broader way in cases involving public entities, and more frequently use its ex officio competence to apply the competition provisions to the publicly
controlled sectors. Legislative amendments to s ectoral regulations, which contradict the Competition Act (in particular legislation granting special and exclusive rights) are needed in order to ensure the efficient enforcement of competition rules

Moreover, the Compeition Authority should engage more actively in promoting greater competition both in the privaisation process and in the regulated infrastructure sectors. In this respect, closer co-ordination between the Competition Authority and special regulatory authorities such as the Energy Markets Regulatory Authority (BRSA) and the Telecommunications Authority should be ensured.

The Comperition Authority has imposed substantial fines in cases concerning violations of anti-trust rules. th 5 of the Competition Authority by the Supreme urt (Danista of nules, fines with competition rules and procedures do not act as a deterrent due to the high inflation. Up to now,
face="Garar

o final dec< font=" on has been aken by the Council o Stae on appeal cases. I thecvent of an app&'al e Compeiton Aot doesnot alow ine 9 be colecied beforethe Councl of Stae fakesa final dec

jon.

In the area of state aid, despite Turkey’s obligation under the Customs Union to align its legislation and set up the necessary administrative body for state aid monitoring, the legislation concerning state aid control based on EC principles and criteria is still not adopted. Turkey has to align its legislative framework with the acquis and the obligations of the Customs Union, and to establish a state aid monitoring authority.

The Report of 1998 recognised that Turkey had made great efforts to align with Community compeition law. Itis vital that this work is comploted. This will require a major in particular as regard that commercial I ly with Community legislation. The Report of 1999 repeated largely the same conclusions noting additional progress in the area of undertakings. In 2000 the need to
establish a state aid authority was raised. In 2001 the same conclusi ons were drawn again.

Since 1998, Turkey has continued making good progress in the field of anti-trust policy, but very fimited progress in the areas of state aids control and adaptation of state monopolies. No progress has been made on adjusting the TEKEL tobacco, alcohol and salt monopoly. TEKEL has been transformed into a State Economic Enterprise (SEE) while maintaining exclu
Competition authority. Overall Turkey is partally in line with the EC requirements as regards legislative alignment, administrative capacity and enforcement, with the exception of alignment and implementation as regards state aid and public monopolies, where alignment is limited.

e rights. Besides, TEKEL is not subject to the




Turkey should sign, as a matter of priority, the draft Decision of the Association C¢

ion rules. Turkey should focus further efforts on setting up an charge of

Progress since the last Regular Report

Limited progress in aligning legislation has heen made.
Agdculture in Turkey accounted for 12,1 % of gross value added in 2001, as compared to 13.6% in 2000, Just over one third (35.4%) of the Turkish labour force worked in the ageicultural sector in 2001, This figure is similar to that of last year.
In 2001, oversll agricultural trade between Turkey and the EC showed mised tendencies. EC imports of agricultural products originating in Turkey increased by 14 %
fats, beverages, spiits and vinega oods from the EC.

% to € 2,188 million. EC exports to Turkey decreased by 24 % to € 771 million. The trade balance in favour of Turkey amounted to € 1,417 million compaed to € 903 million in 2000. EC imports were dominated by fruit and nuts. Raw hides and skins, cotton, essential ois and

The Turkish Government has continued to implement the agricultural policy reform, which started in 2000. This reform consists of the replacement of many agecultural price support systems with a system of direct income supplements; an *Aliernative Crop Project’ aimed at the substitution of tobacco, tea and P ; the sales co-operatives and co-operative unions; the phasing out of input
and eredit subsidies; and the privatis te-owned enterprises such as food industries

In 2002, the State budget for agricultural policies amounts to approximately €1,690 million. Out of the total agricultural budget for 2002, €875 million finances direct support schemes to farmers and €815 million s devoted to general State support to agricult g rural development, represents about 276% of the State budget. Input support measures have been abolished as of 2001

“The Government has been implementing a nation-wide farmer and land registeation system. Approximately 2.2 million farmers (spproximately 60% of the total), as well as about 11.8 million hectases of farmland (50%) have been registered. Electronic cross checks are made using itle deeds, farmers’ IDs and plot numbers
Cadastral work on rural areas has been progressing. It now covers about 85% of the rural areas. 10% of cadastral maps are now digitised. Furthermore, Turkey has enacted a law changing inheritance rules, with the aim of reducing farmland fragmentation.
Horizontal issues

As regards preparations for the implementation of measures relating to the Eumpean Agiculural Guarantee and Guidane Fund (EAGGF) and the Integrated Adinistration and Conirol Systers (LACS), no progress can be reported.

No progress can be reported on gualiy polcy (protected designation of origin, protected geographical fi special character), or Farm Adcomntary Data Network: (FADN).
of flls within the Customs Union Decision of 1995 (e Chaprer 25 - Castoms Union and Chapter 26 - Exserial Relaions).

Common Market Organisations

The G d to implement a direct heme. It has made approsimately €1 billion available to farmers,

No progress can be reported with respect to common market organisations concerning arall crops and aninal prodcts.

With regard to specialied cops,  fobacaslaw was adopted in January 2002. It aims to end state-subsidised tobaceo purchases as of 2002, and to introduce auction sales, individual purchasing contacts beween producers and buyees and the liberalisation of the market. No other progress can be reported.

o the rul

A regards sugar, two pieces of implementing legislation relating t the sugar law wer

adopted in 2002. They rela

ind procedures of the Sugar Board and to sugar quotas. The latter lays procedures for the allocation, cancellation and transfer of companies’ quotas

well as for the new quota allocations.
Rural development and forestry
No developments can be reported in this area.

Veterinary and phytosanitary issues, including food safety

ky of bovines d ly 45 million animals have been car-tagged and registered, of which 3.0 million catle and 0.4 million animal holdings have been recorded in a database. The current regulation is under review with a view o complying with the arguis
A regards the veterinary sector, animal disease remains a matter of serious concern (Foot and mouth disease, blue tongue, st des pefts ruminants, sheep and goat pox, and brucellosis).

Since 2002, a new BSE surveillance system is in place in Turkey. It consists of inspection and monitoring of samples randomly ken from cattle which died or were slaughtered after showing neurological symptoms, and cattle slaughtered at 30 months and above. In total, 3000 different BSE diagnostic tests have been caried out.

Seven implementing regulations were adopted following the adoption of the animal March 2001. T} relate to embeyo and oduction facilites, to equidae scudbooks, animal gene resources, registration of animal species, herdbook and pre-herdbook activities, animal breeding associations, and the principles of a national commitee of animal breeding;

AS regards animal welfare and animabwaste ireatment, no progess can be reported.

The competent authority has made some efforts to strengthen the control of animal diseases and animal health. Monitoring programmes have been introduced in the border regions. Control of animal and animal product movement is carried out in 11 transport control centres established in different regions. A law on animal health and control has been amended to increase the penalris for the transgession of animal control regulations.
Disease-specific information manuals have been produced and distributed.

In the area of public health protection, a regulation has been adopted to authorise private veterinarians to carry out public inspections and controls in and meat pr g plants. A regulation on veterinary homeopathic preparations entered into force in February 2002.
On animal natrition, progress is limited to the publication of a circular withdrawing the authorisation for use of anti-coccidiostats as additives in animal feed.
A regards the phytosanitary sector, the plant discase situation has not changed.

There is limited progress in harmonising Tuskish legislation with the acguis in the area of plant health (harnjilorganisns), pesticides and plant ygiene. An amendment to the list of diseases and harmful organisms subject to quarantine as well as a regulation concerning methods of sampling and analysis of chemical fertilisers have been adopted.

As regards sceds, propagating materials and plant variety rights, the regulation on registration of plant vaieties was amended in January 2002, resulting in the inclusion of new varieties. Turkey is prep for of a national system of p y protection
As 0F 2002, all are linked t0 2 information and
As regards food safety (e chgpter 1 - Free Movement of Goods), a number of pieces of implementing food.-safety legislation have been adopted. These concern honey, sampling and analysis methods f in foodstuffs and idue limits of veterinary medicinal products in foodscuffs of animal origin. The lst of entry and exit customs offices designated for the import and export of foodstuffs has been amended

The Government has drawn up an action plan to fight aflatoxin in hazelnuts, pistachio and dried figs. A number of official food inspectors have been trained and seminars held.

Some progress on controlling find saféy has been achieved. Nation-wide sector diagnostic surveys (covering milk, meat and meat products and the fish processing industry) have been launched to assess the current situation with respect to the aguis requirements. Six in-service training programmes have been held and 213 food inspectors trained on food control and inspection. Furthermore, sampling devices and equipment have been
purchased and related training programmes held.<>

Overall assessment

A ipport system is under All crops are currently eligible for the per-heetare payment, the only criterion being that the land has been cultivated. Farmers must have at least 5 hectares to be eligible; farms of fewer than 5 hectares will be aggregated so that they can benefit from the diect income support system. Aid is limited o a maximum of 20 hectares per farmer.

With respect to horizontal issues, the Government should focus on completing the land /farmer registration system and on establishing the ey elements of the Integrated Administration and Control System. Turkey is also encouraged to continue its work on the preparation of the EC's organic farming system.
As regards the implementation of trade mechanisms, work is needed to improve market access of agicultural and food products (see Chapter 1 - Frve Moversent of Goods and Chapier 25 - Customs Unior)
As regards common market organisations, the new fabac law is a step in the right direction, through the introduction of an auction system and individual purchasing contracts between producers and buyers. The provisions on market access, of tobacco products and monopolistic control over imports are not in conformity with the rules of the Customs Usnion (se Chapter 1 - Free mavement of goods).

A regards sugar, the new law has some similarity with the common market organisation in the field

Turkey is encouraged to adop the legal basis and mechanisms for of common Turkey s encouraged to press ahead with fappropriate and . including those for effective monitoring of agricultural markets.

Regarding rural development, Turkey is encouraged to finalise EC legislation and plans to develop a comprehensive rural development strategy, with appropriate administrative structures to support restructuring and development of the agricultural and rural sectors.

Concerning the veterinary field, Tuskey is sillin an initial phase of transposition and therefore it is encouraged to step up its preparatory work in order to align with the Community agguis. The rapid adoption of a Framework Law would be a welcome step.
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need 10 be completed and tested. D isease surveillance and micion programmes and epidemiological capacity should be strengthened and extended, through upgrading of equipment and training o other d to establish a national plan for upgrading age-food establishments on i o i oo acquis,

0 required. Studies concerning contingency plans for OIF: List

The veterinary border inspection points and border control in Turkey should be modernised in terms of faciliies and equipment (including laboratory and information technology) and strengthened with sufficient numbers of trained veterinary officers, technicians and awxiliary staff in order for them to be operated in conformity with the arguis requirements.

In the phytosanitary sector the acceleration of the adoption of pending legishtion " onganisims, pes p p would be a

The administrative capacity to enforce existing and new legishation to monitor and control diseases needs to be upgraded. Turkey is encouraged to establish new, or to refurbish existing, plant health laboratories within the most important border inspection posts for agricultural products. The laboratory capacity for residue monitoring and control of plant-protection products should be upgraded.

Turkey has P in the adoption ety legis! ly as past of the Turkish Food Codex. Turkey should continue its efforts to achieve full harmonisation with the acguis and to accelerate adoption of legislation on HACCP and GMP conrols.

and the diverse geographic coverage of their respective decentralised offices result in cumbersome structures whe

¢ responsibilities are dispersed and often shared between different entites. This st

As regands nsitutional reform, the mumber of the authoriies oversecing agriclture, forestry and rual developmen, their oganistional comple ion renders the definition and implementation of the common agricultural and rural
d

levelopment policies difficult. A phased and gradual is required to make more efficient.

‘ood safety controls in Turkey require much reinforcement. Existing control procedures do not sufficiently ensure that food complies with the food safety standards established in the acguis. More training o and of sampling and P are needed. Key areas of food safety and control in Turkey which are essential for progress to be achieved in practice are the establishment
and implementation of rapid alert syst ems, sk assessment, technical and hygienic improvement of food processing establishments through the setting up of food safety systems, particularly GMP and HAC e b et ko equipped and procedures for accreditation need to start.

Inits Report of 1998, the Commission encouraged Turkey to reform its agricultural policy, o align is agricultural policy on the CAP and to achieve free movement of ageicultural products.

Since then, Turkey has made progress i its agricultural reforms by reducing state intervention through the introduction of a switch from agricultural price support and agricultural input subsidics to. a flat rae dircet per hectare. No progress has been made on liberalisation trade. Progress on aligs the acguis in the ficld limited. In general, progress in terms
of alignment with the acguis in agriculture, forcstry and rural development policies has been limited,

Turkey should focus further efforts on continuing its ageicultural policy reform process, in particulas the implementation of the diret income support scheme and the crop substitution scheme, as well a the restructuring of co-operatives, and the privatisation of state owned enterprises. It should take forward the establishment of basic mechanisms for the implementation of agriculcural policies (registration of land, farmers and bovines).
Work should stat on the establishment of a phant passport system. The alignment of veterinary and plant health legislarion, including the establishment of appropriate administrative structures, with the agguis should be accelerated.

Progress since the last Regular Report

No progress has been made with regard (o resource management, inspeetion and control, structural actions, policy, state aids and i ional fisheries agreements.

Concerning fleet registration, Turkey has continued the implementation of the pilot vessel registration system started in 2001. The transfer of fishermen and vessellicenses 0 a database is complete and the fishing records of the vessels are being used for staristical purposes. The system is still not in line with EC requirements.

Overall assessment

Turkey has made scant progress in the alignment of its fishery policies with the acguis. It should make more resources available to finalise preparatory work in this field

Turkey is a member of the General Fisheries Commission for the Mediterranean (GFCM). Its application for membership of the International Commission for the Conservation of Atlantic Tuna (ICCAT) i still pending, but pplics its fisheries management. Turkey is supp efforts to set up a Regional Fisheries Commission for the Black Sea Region.
Turkey has to step up efforts to reform s inspection and control bodies and train and upgrade human resources and equipment. It has to modernise and align its fishing vessel register

Turkey should increase ts efforts to establish producer organisations, improve licensing and registration of fishing and aquaculture activiies, and introduce a Hazard Analysis Critical Control Points (HACCP) system into fish handling and fish processing enterprises. There is a need for gathering hammonised fishery statitics and market (including price) information as well as marine biology data.

“The Report of 1998 mentioned that Turkey had a well-established y, and in the sector f health standards and It also added that in the absence of detailed information about the organisation of the market for fishery products in Turkey, structural policy and the management and conservation of fish stocks, it was difficul to assess the country's capacity to
apply the acguis in this sector.

Since 1998, no progress has been achieved in aligning legislation with the acquis. Major discrepancies with the main elements of the EC's fisheries policy remain, particularly on resource management, inspection and control and market and structural policies.

Turkey should focus further efforts on modernising the fleet regi system, p d on aligning with the acguis in this field. Administration, inspeetion and control systems should also be improved. More resources should be made available to finalise preparatory work in this feld.

Progress since the last Regular Report
Since the last Regular Report, only limited progress has been made in this area.

There have been no developments regarding Trans-European Transport Networks.

As concerns land transport, no developments have taken place in the mad. Iso regarding railygs and 10 progress has been made.
There have been no particular developments to note as regards air transport,
In the field of maritime transport, no concrete developments took place in terms of adoption of legislation transposing the agguis. Ni can be reported of existing ppl rus-flagged vessels and vessels serving the Cyprus trade. Market access to coastal trade remains reserved solely for Turkish-flagged vessels

According to 2001 satistics under the Paris Memorandum of Understanding, the percentage of Turkish flag vessels detained following Port State control was 24.5%,a further increase compared with 2000 (23.8%) and comparable to the level of 1999 (24.5%). This compares with an average for EU-flagged vessels of 3.1% in 2001

No developments could be reported in respect of administrative capacity in the transport sector.

Overall assessment

In road transport, ratification and implementation of international conventions is not sufficient and needs to b adequate transposition and of the relevant road transport aeguis. Adoption of an action plan, within a clear timeframe, for the transposition of the road transport aggis into Turkish legislation is recommended.

The conditions prevailing i the part of the road transport market engaged in international transport operations are very different from those for domestic operations. The regime applying to ‘international road transport is already substantialy aligned with the FC requirements on market access, environmental norms, tachographs and speed limitation devices. However, such legislation does not fully apply to the domestic past of the fleet.
Although the legislative exercise aime shing a general regulatory framework for road transportin Turkey sets out to achieve a unified regime for both parts of the fleet, it should not only focus on access to market and admission o the profession (rules for which were adopted in 1996 but which have never been implemented), but also address other aspects of the road transport acguis, particularly the fiscal, technical and safety agguis.

As concerns social legislation, Turkey became a signatory of the AETR Agreement on driving times and rest periods in 2001. There still exists a number of differences between Turkish and EC legislation in this area, and the legislation s applied fully only for vehicles engaged in intemational transport operations. As concerns technical and safety legislaion, alignment with the acquis should be completed, in particular as concerns the
transport of dangerous goods by road, where Turkey {P alignment is a a very preliminary stage. There is no legislation in Turkey for techical roadside inspeetions of the roadworthiness of commercial vehicles.

State aids provided to the Turkish transport sector need to be brought into line with the relevant agguds, in particular on municipal subsidies to bus operators,

As for the rail sector, considerable further efforts are necessary in order (0 allow for transposition and implementation of the revised railway acguis. Legislative alignment needs to be continued, and special attention should be paid to how the essential functions of infrastructure management are organised and carried out. The restructuring and modemisation of the sector should be continued in order to make mil teansport more
competitive and cost-effective. The railway administr ation needs to be strengthenet

In the field of ai transport, Turkey needs to continue legishtive alignment with the acquis in the sector and also to continue with the gradual implementation of the Joint Aviation Requirements. Turkey aims to create a civil aviation authority, which will contribute to further improvement of competition.

On maritime safety, substantial parts of the aeguis still need to be transposed and further efforts need to be made in the implementation of the arguis with a view to improving the flag state performance of the Turkish fleet. Turkey needs to enhance maritime safety and considerably intensify its efforts to decrease the detention rates for inspected ships: the Turkish flag i still on the Black List of the Secretariat of the Paris Memorandum of
Understanding on Port State Con trol. Flag State obligations remain the highest priority for Turkey.

ventions. This is insufficient and the additional
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transposition and implementation of the EC.aeg> , which docs nof fllow as 0 be  prioity. T action plan it the i of improving maritime safetyin Thrkey.

T all transport sctrs, parsiclarl in he fieldof maritime safety, irther sirengibening of the admivistratve capacty for ffective implementation of the lgislation s indispensabie.

In the road transport sector althongh the Ministry of Transpors is esponsible for rgulation of the indsty, incuding adaption and implementation of reglations and infernational agreements, crtan findamental clements of the acquis are the msponsibily of otber public adinistrations. Coordination between the diferent Turkish adiistratons sponsible for various aspects of mad fransport needs 0 be strengthened i orderfo ensure not oty the proparation and acption of gislation, but b its cfcive
implementation and exforcment.
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seven, mspectively. Taking o aount the work oad of he port antboriies (which s heavier than that in mastofthe Member Statessine all series and formalities are proided by these antborites fie of charge,

O maritine franspars, no ation plan bas been adoped, and 10 progress bas been made on sirngibening maritine adbivisration. Maritime sy lgistaion bas been based on infernational (partculary IMO) aomentions and o the EEC. acquis, with which alignment bas nofye even egin. Farthermore, o deselopments an be applied 1o Cyprs flgeed Gpras rade.
Inits 1998 Report, the Commision concuded that Tirrkey was a long way from applying the acquis i e transport sctr.

Since 19958, prognss has overal ben it o veral stratgic lgslatine programme has been develped. A large muber of keislative texts are ner proparation, but detaled implementation dapends on the content o implementing eislation. In many setors (mad and maritime transport i particular), alignment is vepy partal, and results from e fransposiion of iternational Comentions and nof the EC acquis. This has ceate, in the mad transpord sectr, a growing gap between the international and.
domesticparts of the industry:

Taurkey should focus further efrts on bringing it eislation in ine with the Communilty transport atquis i all transpor sectors  beyond infernational tets and convensions. Howeer,lgislative preparation aki needs o be accomparid by the mecns 1o implement and enfore e acquis, partialarly the necessary adminisirative srictures,

Progress since the last Regular Report
Since the last Regular Report, Tutkey has made substantial progress with aligning its tax legislation with the agguisin the arca of indirect taxation.

In the field of indircet tasation, a lnw on VAT was adopted in December 2001. It ciminated double taxation on the supply of services in connection with imports where the value of such services is included in the taxable amount, thus providing for alignment with the acquis in this respect. However, the implementing arrangements for the principles laid down in the law have not yet been laid down. Turkey has a Iso introduced a
provision allowing for VAT refunds to forcign xable persons not established within Turkey, on a teciprocal basis. The VAT rates of 26% and 40% were abolished, in accordance with the acquis.

In June 2002 an amendment to the excise duty legishtion was introduced, whereby the scope of excise duties was aligned, and a specific duty for mineral 0ils and ad valorem duties for tobacco products and alcoholic products were introduced. Concerning mineral oil, this amendment represents substantial lignment with the acguis, and the rates applied to these products are largely in line with the EC minimun. Concerning alcoholic
beverages, the amendment constitutes an improvement but further alignment is needed as concerns the structure and scope of the duty. Moreover, the duty may be increased substantiall for certain products, which may result in discrimination against certain products.

In the fields of direct taxation, administrative capacity, and mutual assistance no progr

an be reported.



Overall assessment

Turkey has achieved substantial progress on indircet taxation, in particular as regards the aboliton of the 26 and 4% VAT rates and the introduction of a specific excise duty on mineral oils. Nevertheless, fusther efforts to align are still needed on both VAT and excise duties, with regard to the scope and rates. The introduction of a system with personal tax numbers and the successive extensions of its use have helped improve efficiency
in the collecti on of taxes and therefore constitutes a welcome development. Turkey now needs to ensure it effective application.

Concerning direct taxation, following amendments introduced in 2000, the Turkish legislation is partially aligned with the EU acquis. However, further efforts are needed to ensure full alignment with the acquis.

The Commission’s Report of 1998 pointed out the limited alignment with the argads in particular in the area of indirect taxation, both for VAT and for the scope and rate of excise duties and consumption taxes,

Since 1998, substantial progress has been achieved in the area of VAT and excise duties with regard to the structure and rates as well as concerning direet taxation, in particular as regards the capital gains d i break-ups and exchanges of shares. Overall, the acquis in the field of direet and indireet taxation s partial.

Turkey should focus further efforts on the alignment of the structure and rates of VAT and excise duties, and on ensuring full alignment in the area of direct taxation. Furthermore,its tax administration needs to be modernised and strengthened, in order to increase the compliance of taxpayers.

Progress since the last Regular Report

A detailed assessment of the various aspects of Turkey's economic policy has been given above, in the chapter discussing the economic criteria B-2. Therefore, the present section is limited to a discussion of those aspects of the Economic and Monetary Union acguis —as defined by Titke VII of the EC Treaty and the hich candid: hould L. the prohibition of direet pt
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Turkey has made some progress in the adoption of the EMU-related acguis.

The Law on Public Sector Financing and Debt Management was adopted in April 2002. It defines the rules and the limits for borrowing, and defines the provisions for payments to be made with state guaranteg
of the law:

ind on activities of negotiable credits. The report on "Restructuring of Public Fiscal Management and Transparency in Public Accounting” by the Interational Monetary Fund was taken into consideration during the preparation

Since the last Regular Report, no further development has taken place on direct public sector financing by the Central Bank.

As regards the prohibition of privileged aceess of the public sector to financial institutions, no progress has taken place since the last Regular Report

On the f the Central Bank, no. progress can be recorded the acquis,

Overall assessment
Turkey will participate in EMU upon accession with the status of a country with derogation under Article 122 of the EC Treaty, and it will need to implement the necessary changes to its institutional and legal framework by the date of accession.
Turkey has started to implement the Central Bank law. The law is a major step forward in so far as it geants increased independence to the Central Bank of Turkey. However, the determination of the inflation target i stil decided in agreement with the Govermment.

As regards the prohibition of direet public sector financing by the Central Bank, the new Ceniral Bank law includes a general prohibition of direet public seetor financing. However, in exceptional cases, such s for the financing of the state's expenses in bailing out banks taken over by the SDIF, this possibility still remains.

Gonseing protibiton of piviogedaccessof the public sctor o inancilinstiusons, ipanies must set aside compulsory proportional to the volume of premiums collected. These reserves may only consist of certain domestic assets, and foreign assets are excluded. Therefore insurance companies are discouraged to invest their assets abroad. As domestic financial markets in Turkey are dominated by debt papers,
this constitutes a mean of privile to financil instituti
‘The Commission Report of 1998 stated that the Central Bank of Turkey (CBT) was not independent of the Government. Under the CBT Act, most policy decisions on monetary matters were being taken by the Government or joindy with the Government. Nor was Tutkey complying with the Treaty on the issue of Central Bank financing of the Government. No insdtutional provision was preventing this source of financing, and

monetary creation had bet

a source of deficit financing, Since 1998, the situat ion has improved markedly, in particular g the Central Bank and of the budget by the Central Bank. Nevertheless, limits on the operations of insurance companies provide the public sector with preferential access to financing through the private sector.

Turkey should focus further efforts on further aligaing the Central Bank law with the agis as far as the determination of the inflation target concerned. Other amendments are also necessary to ensure full compliance with the acguis in the aea of personal and institutional independence, in particular concerning the dismissal of the Central Bank governor and the length of the term of the board. Also, the possibility of a judicial review of a
decision to dismiss its members should be considered. Although they are not applied, the provisions allowing direct financing of the budget by the Central Bank should be removed.

Progress since the last Regular Report
Turkey has made progress over the last year but much still remains to be done.
In the field of statistical infrastructure, the State Institute of Statistics (SIS) is well staffed and the IT equipment is of good quality

As regards elassifications, the SIS has started, this e, to produce monthly and quarterly production data using PRODCOM (Producs of the Furopean Community). Fuzostat has approved the Turkish proposal for the definiion of a provisional map for regionsl development purposes according to the Nomenclature of Territorial Uit for Statistics (NUTS). Prepatatory work for moving from the SIS national nomenclarure of
activities and commadities based on the International Standar d Industrial Classification (ISIC) to the General Industrial Classification of Economic Activities in the European Communities (NACE) is ongoing;

Concerning demographic and social statistics, the SIS has recently made some amendments to minimise differences between ILO and Eurostat variables in the Labour Force Survey. A continuous household income and consumption survey is being carried out.
ng demograpl y ¥ pr y s being

In the area of macro-economic statistics, a decision has been taken to move the compilation of Government and Finance statstis to the Ministry of Finance. As regards business statistics, the SIS, as of this year, s sing a new questionnaire for its industrial production surveys. The preparation of the 2003 general census on industry and business establishments, which is to be carried out in accordance with EC requirements, is well
advanced. Preparatory work in National Ac counts for the implementation of the European System of Account (ESA 95) and for using new statistical sources, such as the 2003 general census of industry and the new household income and consumption expenditure survey, is ongoing.

Concerning external trade, there have been no recent substantial changes

In agricultural statistics, the 2001 is t provide a wealth of information on the detailed structure of the agrcultural sector in Turkey. The related list of agricultural holdings and the project of a periodically

ated farm register will improve the qualiy of agricultural statistis,

Overall assessment

Inlegislative terms, the existing legishation remains to be brought into line with the azguis in order to implement the fundamental principles of impartiality and reliability of data, transparency of satistics and confidentility of personal data and to ensure the full

tonomy of the SIS in matters, techniq

and procedures for producing and disseminating data.

As regards classif of the dlassification of (NACE) and of fication of products by activity (CPA) remain priorities. The SIS needs to continue the efforts in setting up the classification of types of construction (CC), the standard goods classification for transport statistics (N'TS) and the classification of functions of govemment (COFOG). The development of a classification server is also
needed.

In the area of macro-economic statistis, the main challenge ahead of the SIS is the move from the UN System of National Accounts (SNA 1968) to the European System of Accounts (ESA-1993). Better co-operation between the Ministry of Finance, the Central Bank, the State Planning Organisation and the SIS is a pre-requisite for improving government finance staisties. Weighting and coverage of the Harmonised Consumer Price
Index (HICP) need to be improved fusther.

The SIS is strengthening its co-operation with the Mins

of Finance, the Central Bank of Turkey, the Minist

s of Agriculture and other public producers of statistics. Staff ca

acity i sufficient, but more efforts have to be deployed for training. In many areas, the I system needs to be upgraded. The regional statisties network has to be maintained for coping with coming challenges,

Inits 1998 Report, the Commission noted that, while progress had been made with regard to the transposition of the EC aggus, ltle progress had been made in enforcing legislation and it concluded that Turkey stil had to make substantial efforts to meet the requirements of the European Statistical System.

Since then, Turkey has been incorporated in some areas into the data collection mechanisms of the European Staistical System, The SIS is setting up the relevant tools to bring the official statistics in line with European Community requirements. However, in many areas substantial efforts are still needed.

Turkey should focus further efforts on the implementation of the European System of Accounts (ESA 95) methodology and the setting up of a reliable business register in particular, Efforts are also needed to move from the current system of annual experts’ estimates to actual agricultural holding surveys, as recommended by European standards.

Progress since the last Regular Report
Overall, only limited progress can be reported since the last Regular Report.

In the area of labour law, no concrete progress was made. However, a scientific committee has been set up to prepare a revision of the Turkish Labour Code.
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Women are now entild t file fo divorce bands commitadulcy. The evised Code lso improves the financial posion of women in casc of divoree, guarantecin that all ssets accumulated dring the union are cquall shared. Men il b i a posiion 0 equest alimor i former wivesarc inancily i 2 betes posion The e Cinde st a ol scparaion period of s months before couples can e for divoree. € imncreascs th
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Concerning cq

I treatment for women and men in working lfe, limited progress has been made in transposing the EC agguis. The Job Security Act, which was adopted in August 2002, includes a provision regarding ‘burden of proof in cases of discrimination based on sex’.
In the area of health and safety at work, minimum safety and health requirements for improved medical treatment on board vessels were adopted in November 2001

In the field of public health ves

limited progre

was made in transposing the agguis with regard to tobaceo products. The tobacco law adopted in January 2002 s not in line with the acguis. The Ministry of Health's already low share of the overall state budget decreased to 24%in 2002 from 2.66% in 2001.

As regards social dialogue, Turkey has repealed the provision on the ten-year ban on steikes, lock-outs and mediation in free trade zones in the framework of the reforms adopted in August 2002

Major ¢ t0 exist with regard Avera rose from 6.6% in 2000 to 8.5% in 2001 due to the la
cmplosment e was 6844 Low employment s ot high evel o youeh 0 female uncrmploy

economic developments. Female unemployment stood at 7.9% in 2001, whereas male
ent are the main challenges. In addition to the problem of official unemploy

unemployment was at 8.8%. Employment rates are very low, espe
et the extent of the informal economy also remains a concern (see Part B for firther detail).

ly for women, The overall employment rate in 2001 was 46.8%. The female employment rate was particularly low at 25%, while the male

“The Turkish Employment Organisation (ISKUR) started to work on the background study for the Employment Policy Review. This will form the basis of a Joint Assessment Paper to be drawn up jointly with the European Commission.

As a follow-up o the Gothenburg Furopean Council, where the EU invited the candidate countries to translate the EU objectives into their national policies, the Commission and Turkey are in the process of preparing a joint co-operation exercise to prepare for future participation in the
responses. The Stati stcal Office of Turkey co-operates with Eurostat to produce data on poverty and social eclusion. Preliminary figures suggest that overal income disparitis seem to be rather high.

social inclusion process after accession. This exercise consists in a joint identification of the social exclusion challenges and relevant policy

As regards social protection, ¥ in April 2002, As a resul, paid out for the firs time. Th d employ

who lose their jobs. The resulting loss of income is covered in proportion to the premiums paid,

There has been no development in the field of disabled people.

A regards the fight against discrimination litte progre:
social roors.

an be reported concerning equal treatment between persons irrespective of racial or ethnic origin and equal treatment in employment. The Job Security Act, which was adopted in August 2002, includes a provision that work contracts shall not be cancelled on the basis of reasons related to sex, race, marital satus, family obligations, pregnancy, religion, political views, ethnicity and

As regards administrative capacity, a Labour Market Information Board, including the relevant public institutions and social partners, has been set up. The Directorate General of Oceupationl Health and Safety is engaged in a reform process to establish autonomous oceupational health and safety councils, including social patners at sectoral level. The aim of this reform is to ensure the establishment of internal labour inspection

T e e e e e s e e ey ol o v i e 108 o sz additional training on national and Community I i B ) R R T reform, which aims and of four separate social security
institutions under a single administration. This would result in the collection of case the ef fectiveness , complete the legal framework for a privately funded pension system and reform the health insurance schem
As regards the pacity of public health related institutions, re-arrangements regarding the duties and organisational structure of the Ministry of Health are continuing, The qualifications and the staff needed within the system will be determined based on an ad hoe study, which is underway, to lay down the functions, duties and requirements of each position.

Overall assessment

In the field of labous law, progress is required with regard to collective redundancies, transfers of undertakings, insolvency, working time, fixed-term and part-time work, young people at work and posting of workers, health and safery in fixed.term and temporary employment, European Works Councils, and with regard to the obligation to inform employees on conditions of their contract or employment relationship. Turkey will have to
transpose the latest a eguis related to the involvement of workers in the European Company and to information and consultation of workers.

Child employment (12-17 age group) fell by 17.3% in December 2001 compared with December 2000 figures, and was estimated at 89300 children. The fact that the number has decreased in spite of the economic situation is encouraging. However, the current figure is sill a matter of concern and Tukey should continue acceleration of its reform efforts. The institutional and administrative eapacity of the Child Bureau ne eds to be
strengthened to perform the duties assigned to it. A draft law on child labour has been prepared aiming at a partial transposition of the Community acguis on the prorection of young people at work.

I the fild of equal trearment for women and men, the new Civil Code represents an important landmask in esablishing women's rghts.
including recent developments in relevant case | the Court of

Sffective enforcement of its provisions s now needed. As regards access to employment, vocational training and promotion and working conditions, Turkey
rkey sl needs to transpose the Community aeguis reated both to statutory and to occupational social security schemes.

eds to lft the existing gender-based restrictions in accessing certain jobs. Further steps to transpose the relevant arguis should be taken,

In the field of health and safety at work, Turkey should enact framework legislation and in order to bring the Turkish legislation more i line with the agguis in this field.
In the field of public health, there has been sub in the control of There have been no reportd cases of polio in Turkey fo the past hiceyears a sl ofthepol eradication satgies implemented since 1989. Tuskey'sefforts willcontribute 0 the craficon ofthe Earopean Regon as polovirs e n the year 2002 s pat of the Global Polio Eradicaton Iniative. Asregads he ight against:
HIV/AIDS, the Ministry of Health is wing the ol i Organisation (WHO) control strategies. In 2001, 40 AIDS and 144 HIV positive cases were reported. These figures are higher than in previous y was observed in the cancer control efforts. More progress is needed to improve the health and safety status of the population, which is much lower than the EU

average, and resources devoted to health need to be increased. Despite the efforts, harmonisation with the aguis<>, ie. sting up a network for e idemioloical surveillnce and control of conmnicable diseases as well as an M//y e e e B U

As reganis soial dialoge, despite improvements for frade uion rights i e irade zones, frtber progrss eeds fo be made as @ matter of prinity o create he conditions for a five and genwine biparite as wellas triparite social dialogse at all kels in e with he acquis, Tirkey shanld make rapid progress toweards establshing il frade union righs tha incldes lination of resriive hresholds for forminga rade union branch and requirement of 10% thretold for a rade wion to be ligibefor olkecive
bargaining at company vel. The law o publc servants tacke wnions, which was adpted in June 2001 and which i not i lne with he Community acquis and the relvant IO Conrentions ratifed by Tiekey, hs not been amended. The lw contains a mumber of provisions which entail signficant constrainis on fhe right fo oganise i the public secor. Notably, ther are sirictie provisions relating o the exclusion of he right 1o stike and fo colltive ning, The perentage of e labour forwe covered by allective
agreements isextremely lows it s estimated fo be below 15%. No soial disloge exists in ot 5 which may limit ofthe Communiy

At natinal leve, the Exconomic and Social Gl bas 10t yet et s ofthe onsultation nationa kvl ; such as the predominant position of the Government,udermine the valne of e Conncl e shonld be reviewed tgetber with allthe social parters. Private setor; public anthoriies and socil partuers need o show their commitment to socal dialigne and fake secessary measures fo remove obstacles

Turkey needs i strengihe ts adinistratve cpacity in erms of st and nsuree, secretariat fucltes or national tripartte and ultipartie proceses, and registration and analpsis e soial parturs” the ol they willbecalled o 10 play i e e i the soial dislogue at U evel as well as in common Eopean polics

Turkey should speed p s efrts fo el a national employment polcy i fine with e Esiopean Enmployment Stratey. In his contes it i disappointing hat the restraauring law of ISKUR has no been re-

acted following the cancellation of the relevant decree by the Constitutional Court, The lack of adequate human and financial resources does not enable ISKUR to efficiently carry out its tasks. Its capacity to elaborate active labour market initiatives to,

combat the high level ¥ the country shoul as a matter of priority
A natona ntgratd srategy on promoting socil inclusion,aking o account the EU objecives,necds tobe developed. As povety and socal xchsionare muli-dimensional by ratue, i i mporan o promotean ntgrated approach bodies and all in the process. It is also erucial to improve and develop social statistics systems on poverty and social eclusion in line with the EU
commonly agreed indicators on social inclusion. <

Much remains t0 be done in the field of social protection. The most important problems for the social security system are the lack of financial stabiliy due to general macroeconomic imbalances, the presence of an informal sector and administrative and management problems. Turkey should take the necessary measures to ensure financial stability of the social secuity system and effective co-ordination among the different social security
institutions.

Fusther work remains to be done to improve the situation of disabled people. G be attached pacity of the Disectorate General for Disabled People.

AS regards diserimination, measures are stil required t align with the relevant aoguis to combat discrimination on the grounds of racial o ethnic origin, religion or belief, disability, age and sexual orientation. In addition, steps should be taken to establish an Fquality Body as provided for in the azguis

Turkey should look into and take the necessary measues to enhance capacity of the f the Ministry of Labou, the Turkish Employment Organisation, the Administration for Disabled People, the Child Bureau and its social security institutions.

Inits 1998 Report, the Commission concluded that it was hard to assess the degree of alignment achieved by Turkey in the field of health, social security, labour and equal opportunities legislation mainly because of the lack of relevant information.

Since 1998, Turkey has achieved limited progress. Measures have been adopted to promote equal treatment between woman and men. Other developments have taken place in the field of social proteetion and social dialogue. Administrative capacity has also been strengthened. However, the process of transposition of the acgui is sl at a very early stage.

“Turkey needs to focus further efforts on aligning its legishtion with the relevant acguis, in particular in the field of social dialogue and health protection. Promoting social inclusion and developing a national employment strategy in line with the European Employment Strategy is a matter of priority.

Progress since the last Regular Report

Trkey

has made important progress in further aligning it legislation with the acgus n this area particularly in the internal energy market.

No pasticular developments can be reported with respect to alignment with the acquis on security of supply and ol stocks.
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Russia via the Black Sea is ongoing and scheduled to be operational by the end of this year. With respect to the Caspian-Mediterrancan ol pipeline, the engincering works are sill continuing Construction is estimated to start in the second half of 2002, In March 2002, the formerly state-owned company, BOTAS, and its Greek counterpart, DEPA, signed of L ding (MoU) for the f thei gas
networks and delivery by Turkey of 500000-m’/year of gas to Gr eece in 2005. Another MoU was signed between the two countries for the interconnection of the Turkish and Greek electricity transmission networks.

In the oil sector, publi hip in the oil products” distribt (POAS) has been reduced to 25.8% through further privatisation of 16.5% of the shares in March 2002. A timetable has also been set for further privatisation of the refinery company (TUPRAS) with a view to going beyond the 50% free float in the stock exchange market.

Regarding competitiveness and the internal energy market important progress was made in the reporting period. On the basis of the 2001 Electricity Market Lavw, the electricity market was opened in September 2002 for consumers directly connected o the transmission system or wi
eligible customers to import from producers outside Turkey, as well as for generators to export power to customers outside Turkey, have not been lifte

‘& minimum annual consumption of 9 GWh (this corresponds to around 20% of the market). However, limitations on the possibility of

August and September 2002 saw the adoption of implementing legislation concerning tariffs, licensing, eligible consumer, import and export, determination of transmission and distribution connection charges, regulation of distribution system revenue, regulation of retail service revenue and retail prices, regulation of transmission system and transmission system operation revenue.

Following the Turkish and Transmission Corporation (TEAS), three newly established , transmission and wholes ipanies) began to operate on the market. The wholesaler company took over the existing electricity purchasing contracts of the TEAS. The new will remain as transmission company in the sector.
The Government decided to postpone for a period of six months, until November 2002, the opening of the market in the gas seetor. This period. due to end on 2 May 2002, was extended by the Council of Ministers for a further six months upon the request of the EMRA. Consequently, the deadline was postponed to November 2002. Implementing legislation on Gas Market Licensing was issued in September 2002,

‘The 2001 Gas Market Law sets the minimum annual consumption limit for being qualified as an eligible consumer to 1 million cubie metres. This corresponds to a market opening of almost 80%. The market will be opened to compeition for eligible consumers and for consumers directly connected to the fransmission system. Transmission and distribution tariffs will be set by the Energy Market Regulatory Authority

(EMRA),
As regards administrative capacity, the Board of the Energy Market Regulatory Authority was appointed in November 2001, with several months’ delay on the deadlines fixed in the Law. The EMRA is accountable to the Ministry of Energy and Natural Resources

A total of 426 staff is foreseen. Some 100 people (most of them technical specialists) have so far been recruited through temporary assignments from a number of public administrations, including the Ministry of Energy and Natural Resources, BOTAS, the former TEAS, the Treasury and public banks. Overall personnel, including the supporting staff, totalled 165 by mid 2002. The budget for 2002 is approximately € §
million.

No particular developments can be reported with regard to solid fuels, energy efficiency or renewable energies.

In the field of nuclear energy,. there has been no particular development over the past year. Turkey does not operate any nuclear power plants

Overall assessment

Turkey has made important progress in preparing an Intemal Energy Market and in aligning with However, very f an be reported with regard to the rest of the energy agguis.

As concerns security of supply, Turkey already maintains the required levels for stocks of crude oil and petroleun products, although Turkish legislation in this domain is not yet in conformity with the acquis. Alignment with the acquis in this area has not yet started.




Completion of the necessary regulatory framework and strengthening of the administrative capacity needed for the establishment of a properly functioning internal energy market for the electricity and gas sectors is of high priority. After last year's adoption of the Electricity and Gas Market Laws, important steps towards alignment with the Electricity and Gas Directives were taken through the adoption of implementing legislation to
complement and implement these Laws. These need to llowed by further and appropriate implementing legislation in order to make the markets fully operational.

For the electricity market, the methodology for transmission and distribution tariffs has not been developed, and eross-subsidies seill exist in the eleetricity sector. A timetable for phasing out these existing cross-subsidies should be set. There s still no specified timeframe for market opening beyond the forescen 20% level. EMRA will take this issue into consideration only when implementing legislation is in place and in light of market
experience.

In addition, the details of licensing procedures, market operation and rules, and tariff mechanisms have been lefi to implementing legislation, which has been adopted in August.
lecicy balancing maske). There will ot be ach cxceos  apacty avalable n he nca fture 26 th cominance of the wholeslo company s diminishe by e entis, Furshermore, s of he recovcry of
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stranded costs that arise from investment under the previous regulatory regime and the privatisation of generation assets need to be addressed. In addition, current restrictions on eross-border trading will need to be lified.

“The initially envisaged level of 80% gas market opening is ambitious. This issue will also be decided by the EMRA at a later stage. According to the Law, all implementing legislation necds to be issued by November 2002. As in the

cctricity market, cross-subsidies granted to BOTAS are a matter of concemn. No timetable has been set for their removal.

“The Gas Market Law also envisages the privatisation of the gas distribution sector. According to the 2002 privatisation programme, this will start in the fourth quarter of 2002, followed by the distribution system owned and operated by p ed comp he concl f the repayment of theit loans under Treasury guarante).

energy policy envisages increased use of gas in power generation and for heating purposes. Gas demand has risen swifily over the last decade. Further steps need to be taken in order to achieve an established gas market in Turkey. Further strategic decisions need to be taken with respect to the implementation of a gas release programme for the phased divestment of the existing long-term import contracts of BOTAS. The EMRA
[AS.

Should dosely el the access 0 he ranemioso em operated by BOT

With regard to the administrative capacity of the regulatory authority, the budgering, staffing and salary levels are crucial elements. Due consideration should be given o the full independence of the Authority. Any link between the staff of the Authority and the other sectors of the public administration should be avoided. Additional qualfied staff needs to be recruited. The Government’ restriction on employment of new personnel
prevented the Authority from recruiting new staff he private sector. The competence of the stff should be improved, in particular as regards market regulation matters.

With the establishment of the EMRA, the role of the Ministry of Energy and Natural Resources has been limited to the detesmination and enforcement of general energy policies and strategies. Further improvement in the financial discipline of utliies, particularly those in the power sector, is essential. The problem of unpaid electriity bills, which s an important problem in certain regions, should be addressed. Continued attention will
need 1 be paid to the level of stte aid to the h ard coal industry. Compliance with the relevant state aid agguis needs to be ensuret

, the adoption of new norms for insulation standards and for new buildings wil contribute to this effort, Turkey postponed the construction of a nuclear power plant for an indefinite period of

Turkey should continue to give energy efficiency due attention. It should take appropriate steps to exploit the existing energy conservation potential, which is a
by ar material flows and inventories made directly by the persons or undertakings that operate nuclear installations or store nuclear material. This includes small holders like

h Euratom requirements and pnwlums, duc attention should continuc t be given to the preparation of the implementation of Euratom nucle
the IAE/
P

timated to be 40%. Priority should be given to the construction sector. In particu
tim e
univrsies, hospita and medical praeies. It should be noted that Turkey uded a Full

i particlas feding the seporting of nu

In ts 1998 Report, the Commission concluded that no specific measures to achieve the approximation of laws in this sector had yet been worked out and that a first step would be to draw up a detailed inventory of the existing legislation in this sector.

Since 1998, Turkey has made important progress (pactcularly in the last two yeass), notably in aligning with the internal encrgy marke, particulasly the electricty and gas sector. This has by by subseq legisation and by the creation of the energy market regulatory authoritics.

Turkey should focus further efforts on gisla for the single energy market with further implementing legislation, ensuring its and enforcement. C need to be devoted to preparing for accession for the
the administrative capacity of the regulatory bodies w i e Ee

of the encrgy sector: establishing the legal framework for maintaining security of suppl

ind promoting energy efficiency; and strengthening

Progress since the last Regular Report
There has been limited progress since the last Regular Report.
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Due to the economic crisis of 2001-2002 and adverse international conditions, only limited progress can be recorded in the area of privatisation. Turkey has not been able to stick to the established time frame. In the o sector, public ownership of the Petroleum Distribution Company (POAS) has been reduced to 25:8%. This was achieved through privatisation a further of 16,57 of state shares through public offering in March 2002,

ks p and the reduction for further P can be reported in this area. Supported by a Prime Minister’s circular issued in December 2001, which sets forth a voluntary for public-s , the number of was reduced by one third by the end of June 2002 in state-owned enterprises.
1n 2002, also because of the difficult tuation, Turkey did din attracting foreign di vestment (FDI), and domestic investment also contracted sigificantly.
With the expiry of the ECSC Treaty in July 2002, the FCSC-Turkey free trade agreements of 1996 need to be adapted. A decision of principle has been made to include coal and steel products in the Customs Union.

With regard to Turkey's steel restructuring process, the transfer of the steel company Isdemi to Erdemi, another State-owned company, was completed in January 2002. The ultimate aim of this transaction is to modernise Idemie’s plants and to convert from iron and steel bar production to the production of flat products. Erdemir vill invest USD 700 million over a period of two years to ensure  total output of 2.5 million tonnes per
year. 2 million tonnes will be flat p>

In January 2002, the Law on Industrial Zones, amending the previous Law on Industrial and Organised Trade Zones, was adopted. The law concems the creation of industrial zones within the country in order domestic and foreign investment by and easing forinvestors.

Overall assessment

Turkish industrial policy is by and large in conformity with the principles of EC industrial policy. However, the transposition of these principles into an effective industrial strategy, including implementation and benchmarks, remains weak, also due to the difficult macroeconomic situation in Turkey during the last years. The
programme and time frame s. It is recommended that the paper be given a more formal status.

furkish Government is working on an industrial policy paper, which should be finalised including an action

As a result, Turkish ind

o suffer fr and political instabilites, difficulties in access to finance, investments, ippo . and y and certification services and support. These pi with th

The low level of Foreign Direet Investment (FDI) remains a cause for concern. This is primasily caused by macroeconomic and politcal instabiliy, the complex legishtive framework and the impossibiliy for foreign investors to acquire the majority of the company in certain sectors. The Turkish Government is making promising efforts to improve the FDI regultory framework. Technical working groups have been set up on sectoral
issues such as company registration, employment of foreigners, sectoral licensing, taxation and state aids, land access and site development, customs procedures and technical standards, FD! legislation and promotion. Turkey has indicated plans to establish a Foreign Investment Promotion Agency as a step towards promoting the country as an investor destination. However, no concrete progress can be reported yet.

The Report of 1998 stated that Turkey’s industrial policy had benefited from the entry into force of the Customs Union. The Turkish market had opened and privatisation had begun and had gained momentum as of 1997. to promote Turkish industry.
Since 1998, some progress was made. Although hampered by the crisis in the fo years, industrial develop d and some progress could be achieved in the area of privatisation. However, Turkey has not been successful in arteacting foreign investment, and has not completed the restructuring of state companies.
Turkey should focus further efforts on restructuring state owned enterprises and on preparing them for privatisation. Turkey and the European Community will finalise discussions on the inclusion of ECSC products in the Customs Union as a matter of priority. Support for Turkish industry stil needs to be reinforced. Quality and legal y ed t0 be developed. Research, innovation and technology transfers need to

be further promore

Progress since the last Regular Report

Since the last Regular Report, Turkey has made limited progress in this area.

On the development of an SME policy, in April 2002, Turkey endorsed the Furopean Charter for Small Entreprises as the basis for its actions to support and develop small entreprises. The European Charter, adopted by the European Counilin June 2002, s th d in the field of y within th y set up at the Lisbon
the Furopean Charter in Turkey started in May 2002

sropean Council. The reporting process on the implementation of

As for the identification and exchange of best practice together with benchmarking, Tukey participated in the preparation of the CC BEST Report that missors the "Report on the Implementation of the Action Plan to Promote Entreprencurship and Competitiveness". Turkey in September 2002 ratified the Framework Agreement for partcipation in the Community programme for SMEs, the Multiannual Programme on E nterprise
and Entrepreneurship (MAP) for 2001-2005. In the context of the eFurope+ Initiative, the Turkish Government launched the eTurkey Initiative and established, in particular, a sub-working group on SMEs and eCommerce to work on Business/eCommerce awareness campaigns. Other efforts concem the establishment of a business dialogue web site, the improvement of technical and administrative business environments on
eCommerce, etc. The Furo-Info Centre Correspondent has expanded its Intern et aceess points and increased the number of training centres for SME (Internet Houses). It has also improved its SME portal (KOBINET) as a "one-stop Internet shop for enterprises” in collaboration with public and private institutions and in line with the GoDigial intiative of the FC.

Nop can be reported fication in the busis i despite the fact that easier access to inf through web sites and I

has been promoted. These tools consiitute positive and important steps towards the improvement of the business environment.

Access to finance remains an important obstacle to the development of Turkish SME:

There have been limited efforts to improve the functioning of venture capital funds in the private banking scctor.

P can be noted regardi f the SME definition to the EC since the last Regular Report.

Overall assessment

Further efforts are needed to improve the business climate for SMEs, particularly affer the recent economic crisi. In this climate, it is i develop a national SME strategy, including an action plan. This action B L S of the Furopean Charter. During the reporting period, the budget for supporting SMEs has deereased in real terms. Various policies have an implicit or explicit impact
on the develop ment of SME, but there appears to be insufficient co-ordination among them. gnised practice in othe an SME Task Force, g of public and privat donors , is ts main task could be the follow-up of the implementation of the strategy and the co-ordination of the action plan. The Public Agency for the Development of SMEs
KOSGEB under the Ministry for Industry and Commerce could take a leading role in pursuing this.

Comples administrative procedures remain a major obstacle o the development of Turkish SMEs, It is erucial that the Government steps up measures to simplify the business environment. A systematic analysis of legal and administrative barriers to SMEs should be made and a plan to liminate unnecessary bureaucracy and red tape should be implemented. The impact of measures should be assessed in close cooperation with business
associations.

High interest rates and lack of access to investment capital remain serious constraints for SMEs. Coneessional finance schemes have been launched, but the funds allocated by the Government are insufficient to meet financing needs.

There is a need to develop a common SME definition aligned with the acgeis. The coming transpostion of the SME definition will have to take into account the presently discussed amendments to the EU definition. The employment and financial citeria in the "Decision concerning State Aids to SME Investments” have been amended according to the criteria in the EC Recommendation.

1n 1998 the Commission repored that SMEs accounted for 95% of the Turkish manufa “They faced problems due to outmoded prod hods, lack of access to modern technology, qualified work force and eredit, and a poor understanding of foreign markets.
Since then, Turkey has taken steps to improve the business . but the main problems that hinder SMES' emain acute. o finance, lack of access to investment of capital, outmoded production methods and lack of access to modern technology.
Turkey should focus further efforts on p actively th SMEs' and supp Turkey is encouraged to develop a national SME luding an Action Plan, which would the synergy between the numerous stakeholders.

Progress since the last Regular Report

Some developments can be reported in this area.

I June 2002, the Trksh Grnd Nasorl Assembly aproved th L 0 allo ull aricipaon inthe Sixéh EC Famewor: Programme on Rescarch and Tecmolgial Deslopmert. Followin s appoval by e Counclof Minisers, it vas publshed i the Torkish Ol Jouralon 1 Seprember 202 The Tuskih Sckenic and Techmlegcl Conncl (TOBITAK) is acting as the nationsl contact point o carry out information and
a po participants in the Sixth EC Framework Research and Te

Turkey continues to participate in the Fifth Framework Programme on a project-by-project basis

Overall assessment

The level of gross domestic expenditure in research and development as a percentage of GDP continues to be low, less than one third of the EU average. The number of researchers corresponds to one tenth of the EU average. Universities and public research institutions remain the main catalysts in scientific and research activities, as the role of the private sector and SMEs continues to be limited.

Inits 1998 Report, the Commission noted that co-operation with the Community in this field was long established. I concluded that the main problems of the research sector in Turkey seemed to derive from a lack of adequate financial and human resources, and from the y made 00 lidle use y transferred from abroad.

Since 1998, progress has been slow.

Tutkey should focus further efforts on increasing the level of activity and spending in the RDT sector, and fostering the involvement of the private sector in science and research activiies.

Progress since the last Regular Report

Progress has been achicved in the area of education and training.

In January 2002 a Decree of the Council of Ministers established a Department for the European Union Education and Youth programmes within the State Planning Organisation. Seven staff members have been appointed and seconded by various ministries. This Department is planned to become a Centre which will act as the fu
Youth. An amendment to the Law on the establishment and mission of the State Planning Organisation is under preparation to give it legal status and the required operational efficiency.

National Agency responsible for the three Community programmes Socrates, Leonardo da Vinei and

of children

No developments can be reported concerning the transposition of the Directive g

A regards reform of the education and trainis ., to increase the length of compulsory education to twelve years by 2005 and the duration of secondary education to four years by the academic year 2002/2003.

With regard to administrative capacity, Turkey has a rather centralised education system. The Government stasted implementing the provisions of the law adopted in June 2001, with a view to decentralising the management of the education and training systems. In an effort to strengthen tri-pariite co-operation and consultation among all the relevant stakeholders, work has started on the ereation of vocational educational regions
consisting of clusters of vocational high and sccondary school s and the creation of Vocational Education Councils at national and provincial levels.

Overall assessment

As regards C y prog 3 of a Depy the State Planning Organisation to deal with preparatory measures for the Socrates, Leonardo da Vinci and Youth programmes i a first positive step. It should now be completed by the adoption of the planned amendment to the law on SPO, and provisions relating to the relaionship betwcen the national authoritcs and the future National Ageney and their
respective. “The work plans for preparatory should be rapidly with a view to speeding up Turkey’s full participation in the programmes in 2!

Turkey sill needs to transpose the Di of children of

The principles of the Turkish education system are generally consistent with those in the EU. However, regional disparities i the provision of education and in terms of achievement are sl striking. Moreover, half of the girls leave the ed I system b p fifth grade. Improving the provision of education to students from poor families, in particular gils, is of the utmost importance. Turkey should continue and step.
up efforts to improve the attendance rate of poo rer pupils, in particular in disadvantaged regions.

The Government should pursue its ¢fforts for effective implementation of reform measures in both basic edu tes

tion and vocational training. For this purpose, increasing the institutional capacity of the Ministry of Education, the education system, g both curricula and , and links between the requirements of the labour market and the skills acquired by the grad
tem.

of the vocational schools remain the m:

jor issues to be addressed to increase the efficiency of the education sy

Inits 1998 Report, the Commission noted that despite Turkey's efforts to bring the general level of education up to EU standards, it sill faced shortcomings in training provision, classes, teaching staff and personnel generally

Since the 1998 Report, progress has been limited. Turkey should continue to focus its efforts on the transposition of the aeguisin this feld. With regard y,the reform proccss, including should

Progress since the last Regular Report
Turkey has made lttle progress since the last Regular Report.
Concerning the liberalisation of the telecommunications market, there has been no further progress as competicion for fixed voice telephony will not be implemented before January 2004,

The development of the sector is progressing slowly in spite of the high digitsation rate (93%) of the fixed network. In the fixed and mobille networks, penetration rates of not more than 28% and 27% respectively have been achieved. The percentages of the population with access to the Intemet and of households with cable television connection are the lowest of the candidate countries (4% and 5% respectively). Universal service has
only partially been implemented.

The GSM market has further developed in Turkey. A regulation on the setflement of disputes concerning national roaming agreements between GSM mobile telephony
Ayeell,

operators was adopted in March 2002, National roaming has been an ssue of court dispute between the Telecommunications Authority and the GSM operators Turkeell and Telsim, which object to providing national roaming service to the new market entrants Aria and

As regards the rey tory framework, a Decision of the Council of Ministers on minimum fees for licences and general authorisation for seven telecommunications services was adopted in October 2001. A Regulation on the price cap method for the tariffs to be applied to Tiirk Telekom’s telecommunications services was issued in January 2002. On licences, a Regulation on principles and procedures for granting second-ty
-gat ry & Pt gul P ap appl ¥ gul principl P & 2 ype
licences and general w pted in February 2002, Two licences for Global Mobile Personal Communications by Satellite (GMPCS), hirtcen licences for Internet service provders, one licence for saellte platform services and four liences for satelite telccommunication services have so far been granted.

AS regards numbering, a Decision of the Telecommunications Authority on the allocation of the emergency call number "112" and the international cod

00" was adopted in March 2002
Fusther to the launch of eEurope+ in June 2001, policy studies and projects related to the Information Sociery have gained new imperus in Turkey, and resulted in the e Turkey initiative. This inidaive was developed with the support of the public, private and non-governmental sectors. Co-ordination is ensured by the Prime Ministry. A Turkey Informatics Council held its first meeting in May 2002.

There has been no progress on the liberalisation of the markers for postal services.

Overall assessment

With regard to market liberalisation for mobile telepho 1 by the incumbent GSM operators Turkeell and Telsimto to interconnect with new market entrants is a major obstacle to the of the acguis in mobil The p discourages potential investors from investing in the Turkish telecommunications sector. The adoption in March 2002 of the Regulation on the settlement of disputes
concemning national roaming agreements betwe EsNmobie telephony operators was not sufficient, the relevant provisions of the Telecommunications Law of February 2000 need to be amended in order to solve this issuc,

On licensing, individusl licences should be kep to a minimum in order to reduce obstacles to market entry. Special attention should be paid to the duration of licensing agreements, which as a minimum should include a review clause. It is not clear whether the Decision on Licence Fees of October 2001 is i line with the acguis,in that fees must be proportionate to the administrative cost of the service incurred by the Telecommunications
Authority for the licensing actvities.

On the issue of tariffs, the implementation of the Tasiffs Regulation of September 2001 and of the Price Cap Regulation of January 2002 rises a number of important questions. All operators having significant market power, in particulas Tiick Telekom, should introduce h ystems with the objective of f tasiffs to the benefit of consumers.
A regards numbering, call-by-call carser selection and carrier pre-selection . No regulation exists po in the Jandline and mobile telephone markets. The single Furopean Emergency Call Number "112" has only been implemented for calls to public hospitals. Al elements of numbering should be taken into consideration in the current review of the national numbering plan.

Although there is no regulation for universal service in Turkey, this concept was introduced as " vice" in the existing legislation. It is that in drafting such a regulation on universal service obligations, the new Diective on niversal service and users ight should be taken into consideration.

ks y of the T Authority is cope with the requirements of a timely implementation of the aeguis, Delays in the appointment of new members of the board have had a negative impact on the performance of the Authority. Although additional staff has been allocated to deal with the regulatory issues, there is still  lack of experience with legal and economic aspects of regulation,

An independent national regulatory authority for the postal masket has yet to be established. There are currently no plans in this respeet. Major efforts are needed i this area to fully comply with the acgis.

lnm 1998 Report, the Commission concluded that the telecommunications sector had made considerable strides, particularly in the area of mobile telephony. However, it noted that there had been no significant progress in the alignment of Turkish laws with the agguis, The Commission stressed that the liberalisation process had been slow, thus preventing the ereation of the infrastructure needed to establish an information socicty

Since 1998, Turkey has made some progress in preparing for the liberalisation of the telecommunications market and adopring the necessary measues for the development of the mobile telephone marker.

Turkey should now focus fusther efforts on preparing for the liberalisation fixed voice telephony in 2004; providing for national roaming in mobile telephony; completing the regulatory framework in the field; of proteetion of personal data, numbering and universal service; and starting the liberalisation of the postal services market. Turkey should also transpose the updated telecommunications acguis

Progress since the last Regular Report



Some progress has been made with respect to Turkey's legislative alignment with the acquis in this field.

In the field of audio-visual policy, the Law amending the broadcasting law (RTUK Law), which was vetoed by the President in June 2001, was re-adopted unchanged by the Turkish Parliament in May 2002. The law was approved by the President, who brought it before the Constitutional Court. In June 2002, the Constitutional Court issued an order to suspend the enforcement of some articles before making a final decision (s alo Part
B.1 — Poliical Criteria). The laxw wa equently amended by the Parliament in August 2002 as part of the third reform package. A néw parageaph added to the law provides that there may be broadcasts in the different languages and dialects used traditionally by Turkish citizens in their daily lives. This provision paves the way for broadeasting in languages such as Kurdish, Laz or Circassian. This new provision is subiject to the adoption of
implementing measures

Another positive aspect is the new artcle in the law, which allows for the retransmission of broadeasts. This provision is also subject to the adoption of implementing legislation. The retransmission of BBC and Deutsche Welle programmes
Report. The law includes provisions on sanctions, the Intern d the composition of the High Audio Visual Board on ownership, mergers and acquisitions in this area. The Jaw also introduces basic principles that any broadeasting activi
of the State, the reforms and principles of Atatiirk”, or which "instigate the community o violence, terror or ethnic discrimina tion". As regards the Inteenet, the law introduces new restrictions.

recommenced. Apart from these developments, the content of the law remains identical to that of the law adopted last year, and which was commented upon in the Commission’s 2001 Regular
y must comply with. Examples of these principles are the prohibition on broadcastings which "violate the existence and independence of the Turkish Republic, the territorial and national integity

No further progress has been made in aligaing with the provisions of the Television without Frontiers Directive.

In terms of administrative capacity, the new procedure related to the composition of the High Audio Visusl Board (RTUK) provides for  reduction in the role of the Parliament, while the influence of the National Secusity Council over the Board has been strengthened.

Overall assessment

law (RTUK Law) languages other than Turkish is a positive development that brings Turkey closer to EU standards. It is important that the implementing measures are defined quickly, to ensure conerete benefit for all Turkish ciizens regardless of their ethnic origin. §
In spite of th ese posiive aspects, the broadcasting law also presents various discrepancies.

imilasly, the authorisation of retransmission of foreign broadeasts constitutes a step in the right direction.

The re-adoption of this Jaw is a matter of particular concern as it disregards the need to comply with international standards and recommendations on television and radio broadeasting, for example those of the Council of Europe. In this area, the discrepancies between the Turkish legislation and Community agus remain.

The law is problematic in terms of definitions, jurisdiction, freedom of reception, discrimination on the grounds of nationality, major events, promotion of Furopean and independent works, advertising and teleshopping, protection of minors and restrictions on the share of foreign capital in radio and television enterprises.

The definition of programming standards goes far beyond the terminology of the Television Without Frontiers Diective and the Council of Europe
especially as regards local and regional TV channel s and radio stations.

onvention on Trans-frontier Television, thus ereating legal uncertainty and potentialy limiting editorial freedom. The sanctions laid down by the law are excessive. This contradicts the principle of proportionality of fines and represents an indirect infringement of the principles of pluralism,

“The reference made in the Law to ‘national and moral values of society

s well as to “general moral social order and family structure’, are rather vague and might be subject to various interpretations, th

opardising editorial freedoms and pluralism of views

Serious concerns are raised by the provisions of the law related to retransmission since, under Article 4 of the European Convention on Transfrontier Television, raified by Turkey, the retransmission of foreign progmmme services cannot be restricted if they comply with the minimum standards contained in the Convention. Furthermore, the criteria for the retransmission of broadeasting services originating in foreign countries should
comply with the requirements of Article 10)of the Europe an Convention on Human Rights, which guarantees ‘freedom to receive and impart information and ideas ... regardless of frontiers’. The restrictions applied to foreigners are incompatible with the aaguis

ogramme services cannot be restricted if they comply with the minimum standards contained in the Convention. Fusthermore, the criteria for of originating in foreign countries should comply with the requirements of Article 10 of the Europe

The law does not take into account the agguisin the audio-visual sector. Turkey should focus on aligning is legisation with the Television without Frontiers Dircctive and ensure that the implementation of this legisation benefits from the existence of an independent regulatory famework.

Moreover, berwveen Turkey’ 1 the GATS/WTO f ke and those that acise from o full of the Community acguis remain

Inits 1998 Report, the Commission concluded that it was difficult to assess the extent of the harmonisation achieved by Turkey in the field of culture and audio visual policy mainly due to the lack of relevant information.
Since 1998, Turkey has achieved further progress. However, alignment with the acquis in this area remains limited. While the new amendment to the broadeasting law (RTUK) includes very positive aspects, in pasticular on the use of languages, important discrepancies remain.

Turkey should focus further efforts on aligning its legislation with relevant EC and international standards and in particular, on amending its broadcasting law (RTUK)

Progress since the last Regular Report

Limited progress has been achieved in preparing for the implementation of a regional policy in line with EC structural policics.

Regarding territorial organisation, the definition by Turkey of a provisional map for regional development purposes according to NUTS ck criteria has been approved by the Commission and by the Turkish Council of Ministers. This represents a first substantial step towards comparability of Turkish regional statistics with statistics from other regions in Europe.
No developments can be reported adoption of the legislati which would facilitate the implementation of the arguis under this chaper.
No further progress has been made as institutional structures, i itoring and evaluation, and financial 1

Overall assessment

Turkey still needs o develop. h and the of the structural poli ¢ combating regional disparities in Turkey should be a major objective, a more comprehensive, long:term strategy should be made to strengthen internal socio-¢conomic cohesion.

The provisional NUTS map should be used for regional development puposes, in particular at NUTS 2 level, for regional satisics, inter-provincial co-ordination, preparation for integrated regional development plans, regional breakdown of public investment, and the definition of priority areas for regional subsidics, in accordance with EC competition rulcs.
E p should be nsed foe zegionsl development purposcs, i for gk i rlination, poepasation for integmatd regional deyelopment plams, zegionsl breakdown of put d the defi f priority ama fo segional sbail il P

Priority should be given to the formulation of an efficient and modernised regional policy that complies with Community standards and addresses the major issues in regions lagging behind. This would imply:

- drawing up a preliminary national pment plan for 2003200 pment plans, at NUTS 2 level for provinces lgging behind. These provinces represent more than half of the country’s asea and mote than a third of its population, and have an average GDP per capita of 56% of the national average (19% of the Communiy average);

- preparations for the next five-year development plan (2006-2010) should include a regional component drafied according to Community standards, as requested in the relevant agguis.

In addition, eahancing regional policy will require a significanty higher level of public investment in the regions lagging behind, aiming, infer alia,at i disparicies, creating a b e . develop vestment, and d

For this purpose, Turkey should strengthen for managing regional development by pi I co-ordination and integrating partners levels of planning, both at central and regional levels (ic. by setting up regional development authorities at NUTS 2 level)

of the acquis chaper implies a fully-fledged regional policy at national and regional levels

As regards administratve capacity, Trkish regional policy is st arried out in the framework ofa centralised planing sysem, for which the State Planning Organisation (SPO) is responsible. With the exception of the Authoriy for the development of the South Fastem Anatoli project (GAP), which has  regional offic in the South-Fast, there are no other planning and implementing structurcs outside Ankara. Turkey should develop a
comprehensive approach to reduce regionl disp asites, in particular to improve the situation in i

In ts 1998 Report, the Commission concluded that it was difficult to assess Turkey’s performance in the field or the compaibility of its instruments with Community policies, mainly because of the lack of relevant information. However, it noted that Turkey had important efforts to make in this area. It stated that despite the existence of an administrative structure in charge of regional development policy, Turkey’s global and regional
ed.

GDP/cap lagged well behind the Community d recommended that an effective structural policy should be implement

Since 1998, very limited progress has been achieved.

Turkey should focus further efforts on developing an integrated regional planning system, to be set up for each NUTS 2 unit, by improving inter-ministerial co-ordination at national level and by
accession and structural funds in the area of regional development.

stablishing inter-provinial co-ordination at NUTS 2 level. In setting up any new system, Community requirements should be taken into account. Turkey should improve its management capacity to prepare for the implementation of pre-

Progress since the last Regular Report

Turkey has started to make progress in terms of transposition of the EC environmental acguis. Notable progress has been achieved as regards the improvement of administrative capacities

With regard to ons i policies, according to the new Public Procurement Law, adopted in Jan
and Organised Industrial Areas adopt ed in January 2002,

{2002, a positive Environmental Impact Assessment Report (EIA) is now reqired before launching public procurement procedures. A similar obligation has been introduced for investors in industrial zones through an amendment to the Law for Establishment of Industrial Zones

In the field of horizontal legislation, a new EIA regulation was adopied by the Paiament in June 2002. This regulation transposes almost fully the provisions of the Directive on Environmental Impact Assessmen

A regards waste management, air and water quality, no progress can be reported.

In the fiekd of nature protection, the Regulation on the Implementaion of the Convenion on International Trade in Fndangered Species of Wild Flora and Fauna (CITES Convention) was adopted in December 2001. As a resul,the Minstry of Environment is now responsible for the overallco-ordination and definiton of measures to implement the Convention. Implementing legislaion to complement the trade aspects of this
Regulation (i Communiqués on the Import of Restricted and Prohibited Goods) was amended in April 2002. A CITES Convention species list concerning international trade in endangered species of wild flora and fauna has entered into force. A Regulation on the Conservation of Wetlands was adopted in January 2002. This Regulation partially complies with the provisions of the Birds, Water Framework and Habitat acgais

Progress has been made with regard to transposition of the acquis on industrial pollution through the adoption, in December 2001, of a Regulation on Soil Pollution Control.
In the field of genetically modified organisms and chemicals, the Regulation on Dangerous Chemicals was amended in March 2002. It parcially transposes the relevant agguis in the field.

As regards noise and muclear safety no particular developments can be reported,

“Turkey has taken important measures to strengthen its administrative capacity. A law on the redefinition of the functions of the main departments in the Ministry of Environment was adopted. This law should and enforcement legislation at local level. Following its adoption, the number of Environment Directorates at provincial level increased from 30 to 81,

A new Regulation on Environmental Inspection (REI) entered into force in January 2002. It represents a positive step towards increasing Turkish administrative capacity to implement the agguis. It defines the roles and each inst volved in and introduces naltes. Moreover, the REI details related to internal tion for public and prvate
holdings (except for the ob ligations defined under the Law establishing the Turkish Atomic Energy Institution and under the Occupational Health and Safety Statute). According to the REI, each holding will have to produce its own annual inspection reports and provide data on wastes and disposal. An Environmental Inspectorate Department was established at central level with 13 new saff.

Furthermore, REI gives inspection responsibilties to the Presidency of the Inspectorate Commitiee, to the General Directorate for Environmental Pollution Abatement and Control, to the General Dircctorate for Environmental Impact Assessment, to the Environment Directorates at provincial level and to the Authority for Special Protected Areas.

An Environmental Reference Laboratory started to function effectively in 2001 in Ankara. The number of laboratory staff was increased from 17 to 39 and additional new equipment was installed,

Overall assessment

Steps have been taken in the field of horizontal legislation, and at the level pacity. However, Turkey needs to accelerate ts efforts as regards water quality, industrial pollution and risk management, air quality, noise, genetically modified organisms, waste management and nuclear safety and radiation protection.

Turkey has not yet raified the Kyoto protocol.
In the field of air quality, Turkish legislation needs to be aligned with the acguis, and the Turkish air quality monitoring system needs to be upgraded.

Although the Turkish legislation in the field of waste management is largely in line with the acguis, fusther cfforts are needed with respect to implementation. Sufficient financial resources should be allocated to the sector.

As regards water quality, the 7" and 8" Five Years Development Plans stress the need for a new framework law on water resousces and for standards and line with the acguis.
Despite the adoption of a number of regulations reated to nature protection, full harmonisation has seill ot been achicved. A framework law on and " posing the p of the Birds and Habitat aeguis should be adopted.
On chemicals, futher efforts should be made to achieve ful 1 of chemical substances has yet to be established.

With regard to pollution control, while some progress has been made, full alignment will require further efforts.
The principle of integration requires continuous attenion both at national and at Community level, Turkey needs o continue integrating eavironmental protection requirements into the definition and implementation of all other sectoral policies s0 as to promote sustinable development.

“The Ministry of Environment (MoE) made significant progress in strengthening its administrative capacity. However, it is too early to assess the impact of the measures taken on the actual enforcement of environmental legislation. Several institutions are involved in the management of environmental policies. Efforts towards effective implementation of environmental rules, including training of specialised staff and purchase of
equipment, are neede

Considerable investments need to be secured, also in the medium-term, to ensure the implementation of the environment acguis

Inis 1998 Report, the Commission noted tha desit progess made i th adopton ofegstion, consevarion schemesand nsiional machinery he standard of environmental protection in Tuskey remined a mate of concern, especily wit rgard 0 industal and usban polluion and sustanable maagement of the coastingand natural resources. It vas pointed out that whil the Turkish la differd from the s a number
of important areas, efforts could be noted w ith regard to waste, air and water p : and impact assessments. It was indicated of the law had met !

Since the 1998 Report, Turkey has made limited progress in transposing the Community acgus in the field of environment. The main progress is linked to the adoption of a new Environment Framework law amending the existing framework legislation of 1983, Furthermore, progress has been noticed in the field of administrative capacity since a law that re-defines the responsibiliies and organisation of the Ministry of Environment was
adopted. In a few sectoral areas, such as chemical le gisltion, some limited progress can be reported. In 2002, progress was more substantial as deseribed above.

Turkey should focus further efforts on the transposition and implementation of the environment aagus, particularly in the areas of Air quality, Waste Management, Water qus

. Industrial Pollution, Nature protection and Horizontal legislation.

Progress since the last Regular Report
“There has been very limited progress since the last Regular Report.

On safety related measures, a law on the preparation and implementation of technical legislation on products entered into force in January 2002 together with an implementing regulation relaring to the market surveillance and the inspection of products. The purpose of these measures is to adopt the relevant acquis in the area of general product safety. Turkey is not a member of the TRAPEX networ k, and there has been no progress
in this direction. A Fourth Consumer Court has been established in Ankara, in addition to three set up previously

Overall assessment

On market surveillance, the administrative steucture i not yet in place and operational, although the law on the preparation and implementation of technical legislation on products was adopted in January 2002. The relevant Governmental bodies need training to implement the new market surveillance requirements. No aceredited laboratories are yet available to date for market surveillance.

“The Directorate General for the Protection of Consumers and 77 staff.

mpeiition established under the Ministry of Trade and Industry s the y with primary responsibilty . It employ

Regarding consultative structures, the Consumer Council meets once a year, and provides a forum fc general P from public institurions, universities, professional chambers and consumer organisations are involved in this work.

A total of 35 consumer organisations exist in Turkey of which the two largest are TUKODER and THD. TUKODER's development has been supported through a European project within MEDA Programme, which ended in October 2001,

Abiteation Committees for Consumer Problems have been established in 931 locations (81 provinces and 850 districts), and they have started setling disputes berween consumers and suppliers. The representatives of consumer organisations participate in the Comaittees. The decisions of the Committees are binding for disputes up to 2 masimum of € 250. Disputes of over € 230 are dealt with by Consumer Courts, which have been
established and are operating in the provinces of Istanb nd Izmir. As for the other provinces, the Commercial Courts and General Civl Courts are provisionally authorised to act until specialsed consumer courts have been established.

Up t 150 complaints have been received by the Board of Advertisement since October 2001 and a total of approximately € 2 million in fnes has been colleced. The Board has been operational for 7 years and sets the principles for commercial advertisements and announcements, examines and monitors advertisements within the framework of these principles, penalises those which contravene the Law and orders the immediate cessation
“The Board, which consists of 18 members representing public institutions, universitis, professional ch consumer amonth.

The Report of 1998 stated that the adoption of outline consumer protection legislation in 1995 was a significant step towards alignment with the agsds. However, a list of directives had only been parially transposed whereas others had not been transposed at all. The Report added that further harmonisation was not expected to pose any particular problems. Since 1998, Turkey’s transposition of the adgs in the fields covered by consumer
protection has proceeded at a s ce in almost all areas and substantial work sill needs to be done. Overall alignment of the Turkish consumers’ legislaion with the arguis remains limited and the implementation capacity is insufficient.

Turkey should focus further efforts on aligning the legal framework with the aguis and capacity. This s ps y the case for market surveillance instruments. Furthermore, an effort should be made to raise aware

among consumers of their rights.

Progress since the last Regular Report

Overall, some progress has been achieved during the past year.

On data protection, no progress can be reported in legal or administrarive terms.

Regarding visa policy, Turkey has made progress on harmonisation with the EU visa regime. In September Turkey introduced visa requirements for six countries: Bahrain, Qatar, United Arab Emirates, Kuwait, Saudi Arabia, and Oman.

On external borders, the extension of the responsibilties of the Land Forces Command in the protection of green borders to the south and south-cast of the countey has continued, thus replacing the Gendarmerie. The semaining 83 km of Turkey’s green borders with Syria and 300 km of Turkey’s borders with Iran have been transferred from the Gendarmerie o the responsibily of the Land F
for the protection of 387 km of the Iragi borde maining 90 km of the Iranian border remains with the Gendarmerie

ces Command. Thus, the responsibility

Turkey has recently established a working group within the Ministry of the Interior composed of from

eral law g group is to prepare a timetable for the of Turkish law and practice with the aggs in the areas of border management, asylum and migration.

Some training activities have been carried out in order to prepare for comp e No oth has taken place in this area.
Turkey has continued to install oprical readers at entry and esit points for the detection of counterfeit and falsified documents.
In the area of migration, following the entry into force of the agreement between Turkey and Greece on co-operation in combating crime, terrorism, illict drug trafficking and illegal migration in July 2001, a protocol on readmission implementing Article § of the agreement was signed in November 2001, The protocol was ratifed by Turkey and Greece respectively in April and in August. For third country nationals, this protocol gives

the parties 14 days to inform each other of the nu mber of persons to be returned after the date of illegal entry. For nationals of the two countries the authorities can make use of simplified procedures. Co-operation on the return of illegal migrants started in February and according to official sources, Turkey has so far readmitted some 100 migrants. However, the total number of applications for readmission related o 6175 illegal
migrants, which underlines the difficulties that Turkey experiences in applying the provisions of the protocol. This protocol does not prejudice the obligation assumed in the second paragraph of the same Article to conclude an agreement on readmission.

Transic arrangements have been concluded between a number of Member States and Turkey. This was carried out indirectly through the Anatolian Development Foundation and the International Organisation for Migration (IOM) and concerns the return of rejected ragi asylum seckers. 22 Iragi asylum seckers have been successfully retumed to Irag, but the Member States concerned have recently reported difficuldes in the application
of these arrangements.

Turkey is an important transit and destination country for illegal migeation flows, which have continued steadily i the last year. The authorities acknowledged having apprehended 92364 illegal migrants in 2001, as compared to 94514 in 2000. In the first six months of 2002, 40006 llegal migrants were apprehended.

There is some progress with regard o readmission. Apart from the November 2001 protocol on readmission between Turkey and Greece, bilateral negotiations with a number of countries, both of destination and origin, for readmission agreements are underway. The readmission agreement signed i in September 2001, which has not yet been ratified by Turkey, has nonetheless been put into effect. Turkey has retumed 176
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Turkey started the CIREFI Early W ystem and sharing and f with countries in May 2002. Two Tuskish liaison officers have been appointed for the system and staristical data is sent regularly to CIREF

A number of initiatives have been taken in the fight against illegal migration.

The number of law enforcement staff working in border provinces and at busy border checkpoints has been increased. Turkey also continued to provide specialised training to staff appointed to border checkpoints and on forgery
months of 2002.

of visas and travel documents. In addition to 800 staff members trained in 2001, 550 staff members of the Ministry of the Interior were trained on illegal migration, asylum and forgery issues in the first eight



“Turkey has established control checkpoints to monitor movements from the Fast to the West throughout the country and contact points are open for 24 hours in order to monitor movements at sea. The controls on the movement of vessels have been strengthened. At the same time some limited equipment has been installed at sea contact points and border checkpoints. Neighbouring countries have been contacted to establish an early
warning system. Itis reported that Turkey's Coast Guards all 70% of their resources to fighting illegal migration,

Turkey has also continued intensively to train sniffer dogs to detect humans hidden in ships and cargoes and has carried out some successful operations by this means.

Turkey

 has signed, but not yet ratified, the international conventions relating to combating illegal migration and trafficking in human beings, in particular the 2000 UN Convention against Transnational Organised Crime and its three protocols.
In the field of asylum, the working group mentioned above is responsible for developing a new strategy in accordance with the g
The Ministry of the Interior issued a cireular to govemors in July 2002 related to the provision of health care to aslum seekers recognised as such by the Turkish authorites. Since July 2002 these asylum seekers have gradually been provided with "green cards” for medical expenses (diagnosis, treatment and medicing).

Training activities on issues related to asylum and refugee law in co-operation with the UNHCR for mid-level police and gendarmerie officers have been continued successfully in 2002.

Regarding poli peration and fight agais ised crime, in August i dments to the Penal Code, which made smuggling and trafficking in human beings criminal offences. Greater penalties are to be imposed for these erimes when committed in an organised manner.

The aurh 41 bees of organised in 2001 OF those arrested, 134 were foreign nationals.

Turkish sources report that as a result of the increased fight against illcit trafficking of goods, around € 102 million worth of smuggled goods, fuel oil, drugs, cigarettes and motor vehicles were seized in 2001. In the first eight months of 2002, seizures amounted to some € 48 million. These figures apply to both organised and individual traffic of goods. In terms of administrative capacity,
on Europol has been establi he coordination of the office of the Legal Advisor at the Ministsy of the Interior. However, the working group is not yet fully operational

aworking group on harmonisation with the acgiis

With regard to the fight against terrorism, in January 2002 Turkey ratfied the UN Convention for the Suppression of the Financing of Terrorism as well as the UN Convention for the Suppression of Terrorist Bombings
Turkey responded quickly to the UN Resolution, signed on 27 September 2001, on the suppression of financing of terrorism. It issued a government decree in December 2001 on the implementation of this UN Resolution. The deeree list all terror organisations, individuals and institutions whose finances and properties must be taken over or be frozen in Turkey. The decree has been updated regularly since then.

Regarding the fight against fraud and corruption, a new Public Procurement Law was adopied in Janua

¥ 2002 (s alio Chapter 1 - Fre movement of goods).

In Januay 2002 a government decree was issued on an Action Plan for Enhancing Transparency and Good Governance in the Public Sector, which aims to improve public sector management. Consequently, five ministers were appointed by a second government decree in May 2002 authorised to implement the Action Plan. The Action Plan provides for an improved co-ordination between the public and the private sector, civil society
and the judiciary t0 combat corruption. It also lays down the basic paths to improve the efficiency of the fight against corruption (iee also section B.1.1. - -Paltcal criteia).

In the area of drugs, Turkey has joined the negotiations for participation in the activities of the Furopean Monitoring Board on Drugs and Drug Addiction (EMCDDA) and attends the meetings of the European Information Network on Drugs and Drug Addiction (REITOX). The National Focal Point has been transferred from the Family Research Institute to the Department of Anti-Smuggling and Organised Crime at the Ministry of
the Interior. It will be based at the Turkish International Acad emy against Drugs and Osganised Crime (TADOC).

Turkey is preparing to sign an agreement with the EU on precursors and chemical substances frequently used in the illcit manufacture of narcotic drugs or psychotropic substances. The agreement international fight ag: p and trade of certain drugs through exchange of information and monitoring of trade flows.
As for administeative capacity, the revision of the national drug strategy is being completed under the co-ordination of the Family Research Institute in order to comply with the EU Drugs Strategy
As regards money laundering, Turkey has a functioning Financial Intelligence Unit (FIU) called the Financial Crimes Investigation Board with a staff of over 1000. The FIU investigated 279 files in 2001and 156 files in the first cight months of 2002. In 2001, 30 legal cases were opened and three were opened in the first eight months 2002,

In the context of the implementation of the Law on Prevention of Money Laundering, in February 2002 Turkey included predicate offences related to terrorism in the lst of suspicious transactions that need t be reported to the authorities.
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checkpoint from a command and control centre set up in Ankara. GUMSIS will be able to command and control all 77 land, sea, airport and railway checkpoints against ilicit trafficking in narcotics, human beings, motor vehicles, historical artefacts and

The aim of this system s to establish closed TV circuits, satellte and vehicle and . cargo and parcel identification, narcotics and explosives d d chemical and biological warfare substances detection, observation systems for transit vehicles, and vehicle registration.

Turkey co-operates with the Southeast European Co-operative Initiative (SECI) in Bucharest on customs related matters, especialy in relation to the fight against cross-border erime and corruption, through the Undersecretariat for Customs.

Turkey intensified s efforts e agreeme elated matters with EU Member States and non-European countrics.

On the institutional side, Turkey has stasted improving the infrastructure at a number of customs gates on the western and easteen borders. The modernisation of these customs gates i o be completed by the end of 2002 (ie alo Chapter 25 - Caustoms union).

of judicial co-operation in criminal and civil matters, a nex Civil Code and a new Code of Civil Procedure entered into force in January 2002, The competence of the State Security C
Code of Penal Procedure were introduced (ie secion B.1.1 - Poliical rteria).

arts was revised in December 2002. The jurisdiction of the State Security Courts was limited by removing their right to hear cases involving organised crime and major fraud in the banking sector. In August 2002 a number of amendments to

With regard to strengthening the impartality and independence of the judiciary, no conerete steps can be reported. The same applies to the creation of professional associations and the inerease in the number of Juvenile Courts

ratified the UN Convention on the Elimination of All Forms of Racial Diserimination. In May 2002 Turks

y raified the optional protocol to the Convention on the Rights of the Child on the sale of children, child prostitution and child pornography. In August 2002 Turk

With respect to human rights instruments, in April 2002 Turke raified the optional protocol to the Convention on the Elimination of Discrimination against
Women.

In January 2002 Turkey withdrew its reservation to Article 5 of the European Convention on Human Rights concerning the right to liberty and security with respect to provinces under emergency rule.

Overall assessment

In the area of ion (e alio Chapier 3 - servis), have yet taken place. Turkey still has to ratify the 1981 Council of Europe Convention for the Protection of Individuals with regard to Automatic Processing of Personal Data, signed by Turkey in 1981, Turkey also needs to establish an independent data protection supervisory authority.
As regards visa policy, Turkey has iniiated preparatory work to align with the EU visa regime and adopted a gradual approach for alignment with the U common visa lsts. There is a discrepancy of 21 countries between the EU visa obligations lst and that of Turkey

A number of practices, such as the granting of visas at borders and transit visas at airports, are not in line with the acguis, Turkey s continuing ts preparations for the introduction of new visa stickers with a view to harmonising with EU standards.

In terms of administrative capacity, Turkey has a national visa register unit functioning under the Directorate-General for Secuity at the Ministry of Interior. There is also a functioning online link between the central authoritis, border gates and most of the consular services abroad.

Regarding extemal borders, recent developments aimed at developing an integrated border management strategy are an important step forward. This strategy needs o take into account the February 2002 Schengen Catalogue.

In the area of migration, a number of positive initatives have been taken. However, the outstanding signing of 2 readmission agreement between Turkey and the EU, is a matter of the utmos significance.
Notwithstanding the recent adoption of amendments to the Penal Code, Turkey does not meet the minimum standards for the elimination of tafficking in human beings
Concerning administrative capacity, Turkey needs to strengthen its efficiency in the fight against llegal migration and trafficking in human beings as well s co-operation with Member States and third countries, Despite the existence of co-operation agreements with some Member States in the field of llegal migration, the implementation of these agreements needs to be improved considerably.

Turkey needs to enhance its capacity to handle readmission in preparation for the implementation of the draft agreements submitted to a large number of countries, for which Turkey is either  transit or a destination country, as well as expulsions, including to remote countries of origin. According to official sources, in 2001, 77515 illegal migrants were expelled on grounds of violating the law, mostly for llegal entry. In the first six months
of 2002, 29067 illegal migeants were expell ed. With respect to readmission, Turkey needs to improve its existing cooperation with Member States of the EU, in paticular the implementation of the readmission protocol with Greece.

In the

of asylum, time limits imposed on asylum seekers for iling in an application and identification requirements continue t be a problematic issue in the current law. The govermment is encouraged to create a professional body, and the nect

ry institutional and technical capacity, to carry out refugee status determination.

As far as European refugees are concerned, an improved and systematic application of the 1951 Convention, especially as regards work permits, should be encouraged.

It is advisable that the envisaged new legislation on work permits for foreigne
Convention.

should include the extension of equivalent treatment to persons entering Turkey from non-European countries who fulfil the criteria of the refugee definition according to the Geneva Convention. Likewise, the new legislation could provide for the inclusion of minimum standards regarding the employment rights of refugees as set forth in the 1951

With a view to identifying cers among detained illegal immigrants, the of a nation-wide continues to be an Itis important to ensure that igrans. Tt is also impo aceess to asylum procedures is improved and the coverage of screening is extended not only to people presenting themselves to the authorities, but
K et e e

As regards spacity, the setting up of edure continues to be an important requirement.

In the of police co-operation and the fight against organised crime, Turkey is Lnu)\lmng to rasify the 2000 UN Convention Against Transnational Organised Crime (Palermo Convention) and its three Protocols. Although a number of successful police operations have been carried out, in particular in the area of drugs, Turkey needs to improve its overall fight against organised erime. The Code of Criminal Procedure should be
revised to ensure, inter ala, enhanced co-operati on between the different law enforcement bodics

Statistical instruments for measuring crime rate should be improved, while new methods of investigati should be developed.

As for the fight against terrorism, Turkey's legislaive initiatives to suppress the financing of terrorism and Turkey’s efforts to enhance its institutional capacity in this area are well advanced.

With regard to the fight against fraud and corruption, Turkey is encouraged to rify the Council of Furope 1999 Civil Law and Criminal Law Conventions, which were signed in September 2001. Turkey is also encouraged to accelerate its preparations for the adoption of legislation aimed at implementing the 1997 OECD Convention on Combating Bribery of Forcign Public Officials in International Business Transactions, which was
2000.

ratified in

Turkey should stast to prepare the alignment of is legislation with the 1995 Convention on the Protection of the European Communities’ Financial Interests and its Protoeols. As an inital step towards aligament with the acguisin the area of the proteetion of the financial interests of the European Ct tes, fraud needs to be included in the legislation as a predicate offence (ie also Chaprer 25 - Financial contro)

pay o the fact that p through transps y are as important as repressive tools,

In the area of drugs, Turkey is reviewing its national policy on drugs and has started the negotiations for accession to the EMCDDA.

s encouraged to sign the 1995 Council of Europe Agreement on llicit Traffic by Sea Implementing Article 17 of the 1995 UN Vienna Convention agains llcit Traffic in Narcotic Drugs and Psycho-tropic Substances. Similarh

i, the ratification of the 1972 Protocol Amending the 1961 Single Convention on Narcotic Drugs would be a step in the right direction.

The establishment of a "mini-Dublin Group" in Ankara on drug-related issues is once more recommended. In the light of the Council Joint Declaration of 28 February 2002 on the extension to all candidate countries of the EU Action Plan on Drugs and its furure implementation, Turkey is encouraged to accelerate the completion of its national drug steategy in line with the EU Drug Strategy 2000-2004. It should also appoint a National
Drug Co-ordinator.

The National Focal Point should be strengthened in terms of expertise and administrative capacity to enable it o fully pasticipate in the REITOX network.
As regards money laundering, since 1991 Turkey has been a member of the Financial Action Task Force on Money Laundering (FATE).

Turkey needs to review the Law on Prevention of Money Laundering to extend the definition of money laundering offences in line with the acguis (s also Chapter 4 - Free movemsent of capital)
In addition, Turkey still has to ratfy the 1990 Council of Europe Convention on Laundering, Search, Seizure and Confiscation of the Proceeds from Crime.

On customs co-operation, Turkey has largely completed automation of all customs operations at customs gates following a project of computerised customs activites (s alio Chapter 25 — Castoms union).

In the area of judicial co-operation in criminal and civil matters, Turkey take to ensure of the Community instruments i the area of judicial cooperation in civil matters, notably as regards mutual recogaition and enforcement of judicial decisions. Direct contacts between competent judicial authorities should be made possible.

Turkey needs to further align its legislation, in paticular as regards its accession to a number of international conventions related to mutual assistance and co-operation in criminal matters, such as the Council of Furope Convention on Laundering, Search, Seizure and Confiscation of the Proceeds from Crime and the Agreement on Iiicit Traffic by Sea Implementing Article 17 of the UN Convention against llicit Traffic in Narcotic
Drugs and Psychotropic Substances. Turkey is encouraged to fully implement the relevant intemational and bilateral conventions, to which it has acceded. Turkey still has to sign the first Additional Prorocol to the European Convention on Extradition

Turkey is advised to continue the process of strengthening the administrative capacity of the Ministry of Justice, the establishment of the Justice Academy and the creation of a Court of Appeal. Substantially more work is needed to strengthen the impartality and independence of the judiciary and the juvenile justice system, including increasing the number of juvenile courts and reviewing the age limits under the jurisdietion of juvenile
courts. The setting up of professional associations is another issue that requires attention.

Regarding , futther training and enbanced human resources are necessary to of international conve luded in the azguis. No regular contacts exist even with neighbouring countries on matters of judicial co-operation
On human rights insteuments, Turkey still has to ratiy, infer ala,the 1981 Council of Europe Convention on the Protection of Individuals with regard to Automatic Processing of Personal Data and Protocols 4 and 7 of the European Convention for the Protection of Human Rights and Fundamental Freedoms and Protocol 6 concerning the abolition of the death penalty of 1983

Inits 1998 Report, the Commission called on Turkey to develop active cooperation with the European Union on immigration, to lft s geographical reservation on the 1951 Geneva Convention and to adopt a number of legishtive provisions on criminal law.

Since that time, Turkey has taken encouraging steps to intensify its fight against llegal migration and has improved its cooperation with the European Union and Member States in this area. Turl
amendments were introduced to the Penal Code and related legisl ation. Overall, Turkey is stll in the inital stages of aligament with the acquis in the field of justice and home affirs.

sill retains its geographical reservation on the Geneva Convention on refugees, although some steps have been taken in the area of asylum, In the context of the October 2001 constitutional reform and subsequent legislative changes,

Turkey should concentrate further efforts on aligning its legal framework on data proteetion, on enhancing its fight against llegal migration, on controls and on adop quis,in particular in the area of asylum and migeation. Tuekey should also focus on improving co-ordination between law enforcement bodics, and on continuing the reform of its judicial system.

Progress since the last Regular Report

Some progress has been achieved in the field of customs since the last Regular Report

em of Preferences. Another decree was adopted in February 2002 concerning certification including provisions on cumulation applicable in this context. The implementing regulations aligning the preferential rules of origin

As regards alignment of Turkey's legislation with the customs acguis, the Government has adopted in December 2001 a Decree mrmduun;, Community-aligned m!cs on the origin of goods under the Generalised Sy
of the Tutkey-Romania and Turkey-Bulgaria F ade Agreements to those of the agreements between other members of the system pi

The latest EC proposal for an agreement on precursors was accepted.

Concerning administrative capacit
decreased from 36 to 16. The GUMS
a number of training courses are ongoing,

he project on the modernisation of the Tuskish Customs i progressing, Certain Customs offices e being modesnised. Work is underway on the modermisation of the Customs Trainiag Centre in Ankara. Following the intzoduction of the new computerised control system, 120 small customs offices were merged o closed down; the number of Regionsl Dircctorates in Turkish Customs was
curity Systems for Customs . heckpoints) project was launched in November 2001 to improve facilites at customs posts, inter alia, for controlling teade in motor vehicles and cultural goods and detecting nuclear materials. Budgetary appropriations necessary for the purchase of two customs enforcement boats have been provided. Preparations are under way to renovate customs laboratories and

Regarding customs etbics the Decree on an Action Plan for Enbancing Transparency and Good Governance in the Public Sector of January 2002, providing a basis for combating corruption, also applies to the customs service,

As of December 2001, the customs administration casried out visis to traders’ premises to enforce controls on the issue of EURI certificates for products exported from Turkey. Previously, controls were caried out only rarely and on a documentary basis.

As far as computerisation is concerned, the Customs Automation Project (GIBOS) was finalised with ugl country of the C Customs Acivities system (BILGE), a software program developed to carry out all real-time customs formalities by IT methods. Software for data collection and sk analysis was developed in 2001 and is being deployed in automated customs offices.

Overall assessment

The Decision establishing the Customs Union requires Turkey to alig its commercial and customs policies with those of the Community. Turkey has almost completed the alignment with the Common Custom Tariff and the customs legishation is largely aligned with the Community customs legislaion. However, fusther work remains to be done with respect to free zones and customs procedures with economic impact. Fusthermore,
tarif preferences are no fully aligned as free trade agreements have not yet been concluded with all the same partner countries as the Community

Regarding administrative and operational capacity,_the customs administration has carried out an extensive restructuring and rationalisation progeamme over the past thy and has sigoificantl T T VT S i R il 0 SR SR GO P e s o e i and/or preferential origin under the
e ety e e o e | o e e to improving the control of ceifction of thei status. Efforts have concenirated n particulr on agicultural and fisheies products. However, in his are there re il roblems relaed to the orign of agricultural and
fisheries products. Flaws in the legislation and insufficient implementation and controls have undermined th e good functioning of the system. In pasticular, controls by the customs authorities have been insuffiient system P | and does not for the registration and tracing of products.

In the area of cultural goods, of legislation outside the comp the Ministry of Culture i insufficient. and further co-ordinati y for

Good progress has been made in the area of computerisation, as a major pat of the customs formalities are already conducted electronically

“The Report of 1998 concluded that Turkey had made serious efforts to apply legislation in line with Community legislation in the customs field. However, various other problems were identified such as the treatment of free zones and procedures having an economic impact. The lack of alignment for provisions outside the customs code was also highlighted, implying lack of progress for counterfeited goods, cultural goods, precursors,
and provisions of the WCO/ECE Conventions

Since 1998 substantial progress has taken place in several areas. A new Customs Code, largely in line with the acguis, has been adopted. However, the effective application of provisions in line with the agguis continues to be hampered by the non-customs legislation, which i often conflicting with the former.
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administrative capacity, further efforts should focus on improving administrative strucures and modernising the customs service. It is important to ensure effective co-ordination in view of proper controls on counterfeits and cultural goods. Turkey should also step up efforts to improve border management and the fight against customs irregulariies in general and reinforce the control of the use by traders of the Customs Union
Agrecment. Tadkes should lso continse s cFons 0 combat comuprion within he admimitsaion ad to conbat customs haud and by imp with other ik coroperation ith the suehoriicsof Mermber Stes

Progress since the last Regular Report

Further progress was made in this arca

Turkey’s commercial policy is largely aligned with the EC common commercial policy. This is a result of the EC-

‘urkey Customs Union obligations. It provides for Turkey’s progressive aligament within five years starting from 1995 with the EC preferential customs regime, and
Since the last Regular Report Turkey has continued to align with the agguis on common commerial policy and to co-ordinate positions and policies within the World Trade Oganisation (WTO) with the EU, in particular with regard to the Doha Development Agenda negotiations

Concerning bilateral agreements with third countries, Tutkey is in the process of negoiating free trade agreements with Tunisia, Moroceo, Egypt, the Palestinian Authority and the Facroe Islands,

No developments can be reported on the conclusion of a Free Trade Agreement between Turkey and Cyprus,

A Free Trade Agreement with Croatia was signed in March 2002, The fist joint technical committce meeting for concluding a free trade agreement with Morocco was held in February 2002. Similar agreements have been concluded with Malta, Jordan, Mesico and South Africa

“Two regulations have been adopted allowing for the implementation of bilateral agreements between Turkey and Romania and Bulgaria respectively concerning rules of origin and methods for administrative co-operation.

A regulation has been adopted in order to align Turkey's application of its Generalised System of Preferences (G
legislation.

P) regime with that of the EC. However, this regulation is not in line with the acquis and needs substantial revision. Discussions with the Commission are taking place in order to progress in this area, notably on how Turkey should gradually integeate the benefits granted by the current EC G

P scheme, into its national

There have been no developments in the area of GATS,

In the field of development aid and humanitarian aid, Turkey has contributed t international stability through the provision of humanitarian assistance. According 1o Turkey's State Institute o
economy. € 20,6 mergency aid and € 24,200 as project and programme aid

Staistics, Turkey granted about € 1,987,000 official aid in 2000, whereof € 410,000.00 in the form of grans. € 234,000 of this amount was destined for developing countries as grant aid and € 34,000 to countries in transition t© a market

Overall assessment

A large degree of convergence exists between the EC and Turkey in the area of external commercial policy, deriving from the obligations set out in the Decision of the Association Council establishing  Customs Union. However, progress in negotiations with certain third countries on concluding free trade agreements in accordance with its obligations under the Customs Union has been slow. In certain cases, these negotiations could not
be nitiated despite th ¢ efforts made by Turkey.

The EU and Turkey have established a framework for co-operation regarding WO issues both at ministerial and at departmental level. Turkey has been supportive of EU policies and positions within the WTO framework, in particular also during the preparation for and the launching of the Doha Development Agenda. This close co-operation should continue.



Co ordination is needed to ensure the alignment of Turkey’s GATS commitments with the EC's commitments and MFN exemptions. With regard to the WTO Agreement on Trade in Textiles and Clothing (ATC), co ordination has taken place within the third stage of integration under the ATC to align Turkey” n programmes with those of the EC, although some points are still outstanding,

Turkey is a signatosy to the WTO agreement on Information Technology and has observer status in the Government Procurement and Civil Aireraft Agreements. Turkey is supportive of EU policies and positions in the WTO.

The preferences granted by Turkey's scheme of generalised tarif preferences (GSP) should gradually be put in line with those granted by the FEC scheme. To achieve this goal, Turkey should make more efforts to implement the EC scheme along a pre-defined period and set of criteria

The application of a generalized system of preferences (GSP) regime remains different from the one of the EU, and efforts to comply with EU rules should be accelerated.
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in aligning its cegulations with the acguiz. On export credi ts to companies, Turkey il has to align its legislaion with the EU

ROM and Croatia. A consultation mechanism has been established between the EU and Turkey in order to improve communication and information flows on trade policy. On medium and long term export credits, Turkey has reached a good level

Turkey's administrative capacity related to customs services are addressed under the chapter on Customs Union (ie alo Chapter 25 - Castoms Urior).

In its 1998 Report, the Commission concluded that Turkey had demonstrated its ability to apply the Community commercial policy in full, and that completing the alignment of its preferential policy on the Community policy should not pose any problems. The Commission added that Turkey should refeain from countries, which have no agreement linking them to the Union in accordance with the
Customs Union decision.

Since 1998, some further progress has taken place in further aligning Turkey's commercial policy with that of the EC.

Turkey should focus further efforts on ensuring alignment with the regime of the Generalised System of Preferences.

Progress since the last Regular Report

Turkey has continued to position its foreign and security policy in line with that of the European Union.

The regular enhanced political dialogue established as part of the pre-accession steategy with Turkey has continued during the reporting period. Turkey has played a constructive role within the framework of the Common Foreign and Security Policy (CISP), including meetings at the level of Politial Directors.

Turkey is monitoring closely the development of the European Security and Defence Policy (FSDP) as part of the CESP, and has actively
operations using NATO assets as part of the Furopean Security and Defenc ¢ Policy has remained unresolved.

participated in exchanges on this subject with the EU, in both EU + 15 format (.¢. non-EU European NATO members and candidates for accession to the EU) and EU + six format (i.. non-EU European Members of NATO). The issue of Turkey's modalities for participation in decisions on EU-led

Turkey has aligned itself with d I d d ions of the EU and has ed itself with a number of the Union's common positions and joint actions.

In particular, Turkey has associated itself with an EU joint action g the U’ ibution to accumulation and spread of small arms and light weapons. It has also associated itself with several EU common positions, including on the Federal Republic of Yugoslavia.
Billteral relations between Turkey and Greece have continued to improve. As last year, positive developments were initated by the foreign ministers of both counries and a framework of co-operation has been put in place,

Several bilateral co-operation agreements between Turkey and Greece have entered into force in various fields. A set of five co-operation agreements was signed in November 2001 in areas such as culture, environment and academic co-operation. Moreover, the of Unders for the a joint Hellenic Turkish Standby Disaster Response Unit, which could operate under the UN umbrella, was signed in
September 2002

Some confidence building measures have been adopted such as the cancellation of milltary exercises in the Aegean. The foreign ministers of both countries paid a joint visit to the Middle Fast in April 2002

In the framework of the peaceful settlement of . explosatory contacts & fcials of both foreign ministries were launched in March 2002 about the Acgean. Discussions have continued at the level of experts including the Politial Directors of the foreign ministries. Several meetings took place in the course of 2002.
Another significant development is the decision to start cooperation between the intelligence agencies of Turkey and Greece.

Turkey's border with Armenia is stil closed. However, positive developments have taken place in bilateral relations. Bilateral meetings between the Turkish and the Armenian foreign miisters ook place on several occasions. The Armenian foreign minister visited Turkey to attend the Black Sea Co-operation Council in Istanbul in June 2002. Visa requirements for Armenian citizens entering Turkey by plane from Armenia have been
simplified.

Several initiatives have taken place at the grass root level of civil society to promote closer co-operation between the two countries. The actvities of the Turkish Armenian Business Council (TABC) are worth mentioning in this contest,
During the reporting period, Turkey played an active role in the intemational campaign on the fight against terrorism. In January 2002, Turkey ratified the Interational Convention for the Suppression of the Financing of Terrorism, enacted it by a law in February 2002 and adopted the related implementing legislation.
Turkey has continued to support the Stabilicy Pact for the Balkans, where it assumed the co-chairmanship of Working Table I1in 2000 and of Working Table 1 in the first half of 2002,

AS regards d peration, Turkey has in a series of UN-SFOR/KFOR (Bosnia, Kosovo, Macedonia and Albania) and OSCE peacekeeping and observer operations. In this contest, Turkey currently has over 1,253 troops on peacekeeping duties in the Balkans. It took over the command of the International Peacekeeping Force in Afghanistan in July

In February, Turkey organised the EU-OIC forum on the harmony of civilisations in Istanbul. This forum has played an imp in and mutul between EU countries and Muslim countries across the world.

Overall assessment
“Turkey continues to paricipate in regional cooperation schemes, such as the Stability Pact for the Balkans. In addition, it has developed bilateral defence cooperation agreements with Isracl and Afghanistan.

In terms of regional political dialogue, Turkey continues to participate actively

in regional co-operation fora, such as the Council of the Black Sea States. Turkey is an important actor in promoting stability and securiy in it region (Balkans, Caucasus and Middle East) and has taken a number of initatives within this role.

“Turkey has sought to improve its bilateral relations with Greece d to improve with freq at the level of foreign ministers. Contacts at high political level with Armenia have taken place. Steps have been taken to improve relations with Iran. A military has been signed with Sy ied by th of a number of confids

As regards administrative capacity t0 implement the provisions relating to the CFSP, Turkey has a well-staffed and functioning Ministry of Foreign Affairs. The Ministry of Foreign Affairs is connected to the Associated Correspondents’ Network information system, through which the EU communicates with associated partners within the CF >

In its 1998 Report, the Commission concluded that: "There are a number of contentious issues in the Aegean area between Turkey and an EU Member State, Greece, including disputes about demarcation of th helf. Turkey sovereignty over lets and rock: fthe two territorial waters and airspace are also problematic. Turkey is not involved in any other territorial dispute
with neighbouring countries." And furthermore "There are recurrent st rins in relations with Syria and Irag, particular over water rights and the Kurdish question. It should be noted that on 20 October 1998 Turkey and Syria signed an agreement on security committing Syria to ending all :uppm for the PKK."

Since the 1998 Report, Turkey has taken significant steps in aligning with the CFSP acquis. Political dialogue with the EU has been intensified. Relations with n

hbours have developed positively. Bilateral relations with Greece have improved and exploratory talks on the Aegean have started.

Turkey should focus further efforts on ensuring that its foreign policy oricntation remains in line with the Union's developing foreign and security policy, and on finalising the development of the necessary administrative structures. In particular, Turkey should ensure that its nationl policies and pracice conform to the EU's common positions, should defend these positions in intemational fora, and should ensure that all sanctions and
restrictive measures can be duly implemented.

ky as regards for participation by Turkey in the decision making process as regards EU-led operations using NATO assets need t be resolved as a matter of priority

Progress since the last Regular Report
Since last year's Regular Repor, Turkey has made litdle progress in this area.
Concerning Public Internal Financial Control (PIFC), a new budget management and control act (che Public Financial Management and Financial Control Law) has b

Banking Regulatory and Superisory Board adopted in Janua 1 202 O he osher bl external control is beig xtended 10 the rematning cxtes bucgeary funds by he L o Publc Financia Management and Financial Conteol mentioned above and repored i the Tolloving chaptes. Efforts a also bein underaken t sestractre the Court in accordance with he principle ad down n the
Institutions and to make it solely responsible for external audit

ubmitted to Parliament. The negative prevailing trend as far as external control is concemed, whereby the audit of certain regulatory authorites is excluded from the mandate of the Turkish Court of Accounts, was unfortunately repeated in the new Law on the
ima Declaration for Supreme Audit

“Turkey has made limited progressinthe area of control over structural action expenditure. Agreement was reached on the roes and responsibilies of the relevant nstttions n Turkey under the decentralised implementation sysem for the pr-accession financalasistnce programme with the signatur in February 2002 of o Memorand of Undersanding between the Turkish Government and the Furopean Commission. There
have been no further as regards the pr of d financial interests.

Overall assessment

Turkey's tradional public management and control siructures an the eierareuired of such systems by the EU. This gap s partculary visble n theabsence of mangeral Aumlnmbllm the absence of moder internal audit and the overlapping and often conflicting functions within and between the Ministry of Finance and the Court of Accounts. Both the Ministry of Finance and the Turkish Court
the unction of the Ministry of Finance is restrict but all financial are d e ante by the Turkish Court of Accounts.

A significant gap remains bete
of y xtensive
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changes cannot be anticipated in the immediate future. In the m eantime, and despite the continued proliferation of inspection bodies and the Ministry of Finance’s heavily centralised ex ante controls, it is not possible to address the relatively high occurrence of irregularities in a systematic and efficient w
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‘management. The scope of the Court of Accounts” responsibi should continue to be expanded to cover all general govemment expenditure including that of autonomous agencies. A unified approach to the management and audit of the entire national budget — both public intemal financial control and esternal audit ~ s also required. This should be accompanied by manageria] forall

D e e e e S i e e et of the financial control systems thereof, should be introduced into all budget centres (line ministries or public agencies). Their internal should focus on bascd and per B e i
a clear separation of audit duties between the budget centres, the Ministry of Finance and the Coust of Accounts. Cusrently the Court of Accounts is more focused on its e anie control functions of all budget payment orders rather than on its external audit functions. The Court should introduce INTOSAI standards into the performance of its audis. Appropria both primary ill be required to
ioplement rforms ofboth PIEC and the extermal cotec segime. Those would ncude changes t th v govcenig th & Couet of Accouns, whose opeesiondland hnciond ndependence mustalso b asuted. The value of the Coun’s ucit acvites would 4o b eahanced theough improved reporing and follow-up proceduces withlne minstics 34 e through the publication of its reports

With regard to control over structural action expenditure, agreement has been reached on the responsibilities of individual institutions responsible for managing pre-accession financial assistance under the decentralised implementation system. Nevertheless, Turkey will need to restructure its existing financial control systems in order action, in the future, in pa "
clear public internal financial control rules and procedures, together with substantial reinforcement of Turkey’s administeative capacity in this regard. More urgently, the appropriate administrative steps will need to be taken to ensure that the decentralised implementation system for managing pre-accession assistance is operational before the end of the year

With a view to ensuring effective protection of the Communities’ financil interests, Turkey needs to put in place the legislation necessary to allow the competent authoritis to carry out on-the-spot checks, if necessary jointly with the Commission, and must develop adequate administrative capacity to implement the aggus. Furthermore, Turkey needs to designate an operationally independent anti-fraud co-ordinating structure or service
that will be responsible for the coordin of all lgislative, administrative and operational aspects of the protection of the Communities’ financial interests,

The

“ommission did not report on financial control provisions i its Reports on Turkey before 2000.
Nevertheless, it can be stated that although the Government has identified the inadequacies and weaknesses in the present financial management and control systems and has drafted a comprehensive Act on public internal financial control in accordance with EU practice, litle concrete progress has been made in addressing this area since the first Regular Report was prepared.

“Turkey should focus further efforts on enacting the Law on Public Financial Management and Financial Control and subsequently ensuring its effective implementation, and on reinforcing the legislative framework and administrative capacity o protect the Communities” financial interess.

Progress since the last Regular Report
Turkey has made some progress in this area since the last Regular Report.

Further progress has been achieved concerning the national budget. At the time of writing an additional 589 g funds, used by local instituti ippl had been closed with some 1400 remaining;

In March 2002 the Turkish Parliament passed the Law on Public Debt Management, which defines clear borrowing rules and limits for the public sector and incorporates into the budget the on-lending and debr guarantee operations of the Treasury

In March 2002 the Ministry of Finance published legislation on budget the new budget code structure for six pilot agencies in 2002, The new code structure will be applied to all other public entities, including budgetary, extra-budgetary and revolving funds, in 2004, In preparation for this and on a pilot basis the accounting and coding reforms are being etended to all consolidated budget
agencies and general government units in the 2003 draft bu dget, as set out in the Ministry of Finance’s budget implementation circular.

No major developments can be reported with regard to own resources.

Overall assessment

“Turkish budgetary ps have in many respects been standards gen

ipplicable in the EU. There are stilla lrge number of revolving funds and agencies with special accounts conducting off-budget operations, which do not follow budget standards and whose budgets are not submitted to Padiament.

The number of such funds has, however, been reduced. In addition the Turkish Parliament is currently considering an amendment to legislation governing the five remaining extra-budgetary funds (the Social Aid and Solidasity Fund, the Defence Fund, the Promotion and Publicity Fund, the Savings Deposit and Insurance Fund and the Privatisation Fund) which would provide for the approval of their budgets by Parliament and the
external audit and monthly reporting of their accounts (the proposed Law on Public Financial Management and Financial Control)
Financial management responsibilities continue t be fragmented between different administrative units headed by different ministers. As a result there is a lack of clear ownership of the overall public sector budget. Greater realism is also required in assessing budget needs in the budget’s preparatory stage. As well as expanding the coverage of the budger, as outlined above, prioriy areas for continued reform include the needs t improve
budget transparency, accounting standads, he link between policy formulation and the budget process

N
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recurrent expenditure. A medium-term perspective should be bult i nto the budgetary process with improved forecasts for revenue and expenditu

Fiscal reporting should be timely, comprehensive, and reliable and identify deviations from the budger. The Turkish Government has identified a series of steps to be taken in this context. It will monitor and address commitments on a regular and timely basis and of of twice a year (a5 of end-June and end-December), with the aim of having the results available within six weeks of the
end of each period.
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resources system alseady existand are performi relevant activities, such s collecting customs duties, managing the statisical system for GNP and VAT resource based caleltions, and managing the VAT collection system. But additional alignment il be necessary for the proper calculation of VAT and GNP sesources. In particular,the cuseent system of national accounts compiled by the State Institute of Sttistis i based on carler
international standards. There is a need for improved integration of the three apps used for g GNP (prod uction, income based). The qualit of quarterly estimates could also be improved, i et stematic cooperation with other compillers of statistics would be beneficial.

s regards traditional own resourees, Turkish customs legislation is alreadly largely i line with the EC aaguis and being applied in accordance with the EC Customs Code. However, with regard to the control of future EC own resources, Turkey should strengthen its administrative capacity for the collection of VAT and customs duties and establish effective instruments to combat frau
As regards tradi g ady largely dquis and being applied e od gard fi v should strengthen its ad pacity f £ VAT and d  establish effe bat fraud.

In addition to the need for central coordination for proper collection, monitoring and payment of funds to and from the EC budget, administrative capacity should be strengthened in the context of the relevant policy areas described elsewhere in this report, such as in those chapters dealing with Financial Control, Agriculture, C
related to the own resources system.

stoms and Tasation. Turkey should establish a co-ordination unit responsible for administrative preparations

The Commission did not report on financial and budgetary provisions in its Report on Turkey before 2000,

Nevertheless, since the first Regular Report was prepared significant progress has been made in improving the scope and transparency of the budge, in particular reducing the number of budgetary, ,andin g Hassification and public iability - On the other hand, no major improvements can be reported with regard to own resources,

Turkey should focus further efforts on continuing to improve paency and . in particular new budget

General evaluation

Since the 1998 Report, Turkey has made progress in aligning legislation in the areas covered by the Customs Union. Progress has also been achicved in areas such as the 3 energy and agiculture. The financisl sector has been restructured and administrative capacity in this field has been streamlined. Little progress has been achieved in other areas.
Over the past year, Turkey has further advanced in the arcas of internal market, notably in the field of public pr , as well as in the and justice and home affirs. Progress in pacity to impl. s has been limited.
Overall, Turkey has achieved a good degree of legislative alignment in the areas covered by the Customs Union, while in other areas this alignment is less advanced. Major discrepancies between the acguis and Turkish legislation remain. spacity needs to Considerable are needed.
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done 10 cablish and | mprove he funcioning of various o reditation, ty assessment), system shoul espite the adoption of the Framework Law, pre-market surveillance is il in force. Current efforts focus on training of staff and improving the equipment capacity of the relevant bodies. On public procurement, a new law was adopted in May and
Subsequenty amended i June 2002. The . signifcant sep i he dieccion of slgning Tuske s publc the Community acguis fforts are needed to address substantial differences between the new law and the agguis. No progress can e reported in the field of fire mnement of persons.

In the field of iee mrement of cqital, important restrictions on foreign investment in various sectors have remained. The implementation of legislation in the field of money laundering should be given greater attention. Turkey's aligament concerning financialsevices s well advanced, and further progress has taken place in 2001, in the framework of the reorganisation of the financial sector, In the field of non-financial services, there has been
0 progress, and mu ch work still remains to be done in order to align Turkish legislation with the relevant acguis. In the area of apany lan; efforts have been made concerning the fight against piracy and counterfeiting, Implementation of the legislation should be further pursued and the Turkish Patent Institute needs to be fully independent. In the field of aspaiton paliy, the application of anti-trust provisions remains satisfactory. There
has been no progress in aligning Turkey's stae aid polic y with the agguis and authority should as a matter of priority

On agricaltare, Turkey has started the registration of land and of live Preparations for a plant pa have not started. Other elements under the relevant priority of the Accession Partnership have not been addressed. Concerning veterinary and plant health, an alignment strategy is under development. No upgrading of enforcement capacity has taken place. Turkey should focus on the transposition, implementation
P T T Ty o o s ok e e e T o S

On fsheres, 0 progress has been made in alignment with the Common Fisheries Policy. A modernized fleet registration system needs to be established. Major discrepancies with the main elements of the EC's fisheries policy remain, particularly on resource management, inspeetion and control and market and structural policies.

As regards fransport poli, Turkey should step up the legislative work necessary to adopt the transport acguis. The pacity to apply and implement the relevant legislation in all sectors should be improved. In many sectors (road and maritime transport in particular), alignment is very partial, resulting mainly from the transposition of international Conventions.

On tasation, alignment on excise duties and VAT has started and some progeess has been achieved with respect to rates and other exemptions. In the area of indirect taxation, significant further efforts are needed. As for dircct taxation, Turkey needs to improve dircet tax collection and y measures. Overall alige the acguisin the field of direet and indireet taxation is patial. As regards Custons Union, there
is a large degree of a ligament on paper, but e effective alignment of practices.

In most felds, Turkey's staisical infrastructure i sill very different from that of the EU. Co-operation between the Turkish authorities and Eurostat has started recently. Alignment with the acguis has started and substantial efforts are needed.

Steps have been taken in the field of butare not always in full y with the acguis, There is an urgent need to develop and strengthen the cond

fora dialogue at alllevels. W1 has been made, in most areas Turkish legislation is stil fr from alignment with the aegais
As regards energ, substantial progress has been achieved in the electricity and gas sectors. The two major laws adopted last year have been further implemented and progress has been achieved in establishing an independent regulatory authority for the electricity and gas sectors. Alignment with the acguis is well under way. However, further efforts are needed.

In the fekammnications setor; there has been no progress in liberalisation in mobile and fixed markets and the implementation of the legal framework with respect to the dominant operators. Progress has been achieved in adopting new legishtion in the field of licensing, interconnection and to some extent on universal service. Further efforts are needed to improve the administrative capacity of the Telecom Authority, in particular in
relation to human resources and trining. Ove rall alignment with the aaguis remains limited.

As segards culture and audis-visual poliy, the new law on broadeasting is not in line with the acguis. Overall, alignment with the acguis remains limited.

AS regards rgional poli, the definition by Turkey of a provisional map for regional development purposes according to NUTS classification criteria has been completed and approved by EUROSTAT. However, the use of this classification for planning and regional policies has not yet started. No effective regional policy strategy in line with the EU standards has been developed. Overall, aligament with the aeguis remains limited

I the enirommental fiel,legislation t align with the Environmental Impact Assessment Directive has been adopted. Steps have been taken to develop a plan for financing investments. The adoption of a new Regulation on Environmental Inspection tepresents a positive step towards increasing Turkish pacity to imp agquis, Overall, the acguis remains limited

On consuners and bealth proecion,alignment s limited and substantial efforts are needed to align the legislation and to reinforce administeative capacity and consumers' awareness.

In the field of utice and bame afars, efforts have been made to raise awareness on the legislation and practices of the EU, in particular in areas such as
substantial further effo rts are needed. The fight against illegal migration needs to be drastically strengthene.

am and illegal migration. Further steps have been taken to strengthen the fight against organized crime, drugs trafficking and corruption. The

egal basis for combating trafficking in human beings has been established. Alignment with the acguis has started, in particular on visa policy, but

Concerning external elations, the adoption of the Generalized System of Preferences should be pursued.
On financial coniol, budgetary and financial control mechanisms inside the Turkish administation should be improved. Overall, alignment with the acgis has started and substantial further efforts are needed.

Administrative capacity in different areas needs t be strengthened to ensure that the arguisis implemented and enforced effectively. Significant reform at all levels of the administration s required. In some cases, this will entail the establishment of new structures, for example in the field of stae aid and regional development. In some areas, new regulatory bodies have been set up. Their autonomy should be assured while at the same time
sufficient staff and financial resource s need to be made available.



Conclusion

The decision on the candidate status of Turkey in Hel
in February, March and August 2002 . The death pes
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alty has been lifted in peacetime. The state of emergency has now been lfted in two provinces in the South Fast and the decision has been taken to lift it in the two provinces where it sill applies by the end of this year.

The adoption of these reforms is an important signal of the determination of the majority of Turkey's political leaders 10 move towards further alignment with the values and standards of the European Union. The August reforms were adopted under difficult politieal and economie circumstances and are particularly significant as they impinge upon traditionally sensitive issues.

The reform of the prison system continued, and progress was made in terms of improving physical conditions. Monitoring Boards and the new system of enforcement judges are now operational. A number of recommendations of the European Committee for the Prevention of Tortus

(CPT) are being implemented. However, despite progress, certain problems remain with conditions in F-Type prisons.

The reduction in the length of pre-trial detention (police custody) periods is a positive development in the context of the fight against torture. However, the lack of immediate access t0 a lawyer means that incommunicado detention for prisoners convieted under State Security Courts continues. Longer periods of custody sill apply in the areas under the state of emergency. There have been continued allegations of torture and ill-treatment
and litle progress in the proseeution of those a ceused of such abuses.

The reform package of August provides for the retrial of persons whose convietions have been found by the European Court of Human Rights o be in violation of the European Convention on Human Rights and Fundamental Freedoms

“The change made to Aricle 159 of the Turkish Penal Code means that the expression of opinion without the "intention” of "insulting” public institutions will no longer face criminal sanction. Changes to Articles 312 of the Penal Code and to the Anti-Terror Law, the Press Law, the Law on Political Parties and the Law on 2

ociations eased certain restrictions on freedom of expression, association, the pres

and broadcasting.

The P in the law on had been readopted by Parliament in May following the president's veto. However the prosecution of writers, journalists and publishers has continued.
Progress has been made in the area of freedom of association where the law on associations has been modified and some restrictions lified. Various grounds for banning associations remain, however,
The generally restrietive character of the Law on Associations remains, including the prior authorisation system. Foregn associations in Turkey are subject to certain limitations and strict controls

As part of the August package, d inl than Turkish have now been authorised. Although the Law on Foundations has been amended, religious minorities continue to face limitations regarding legal personality, property rights, training of clergy and education.

“The new Civil Code includes provisions aimed equality and regarding the protection and rights of the child. Turkey ratified the 1969 UN Convention on the Elimination of All Forms of Racial Di However, trade. subject d child labou persists. The legislation which allows for reduced sentences for crimes related to "honour killings” is sell applicable.

Reform of the judicial system has continued. The competence of the State Security Courts has been narrowed and the period of pre-trial detention reduced. The functioning of these Courts, though, i still not in line with international standards. Ther
officials.

reports that the judiciary does not always act in an independent and consistent manner, Training courses in human rights have taken place for judges and law enforcement

A number of initiatives to foster more transparency in Turkey's public life have been taken in the last year, Nonetheless, corruption remains a serious problem. The relevant Conventions of the Council of Europe have not yet been ratfied.

The lifting of the state of emergency in two provinces of the South East has led to an improvement in the conditions of daily life there. The protection of human rights in the region needs to be strengthened.

ks changes o the composition and role of the National Security Council has been put into practice. Nonetheless, these changes do not appear to have modified the way in which the National Security Council operates in practice.

Turkey has continued to express support for direct talks berween the leaders of the two communities in Cyprus to achieve a comprehensive setlement of the Cyprus problem. The EU, in line with s issued by the United Nations Security Council hasised the need for Turkey to take further steps to encourage the Turkish Cypriot leadership to work towards reaching a setdement before the end of accession negoriations.
Relations between Turkey and Greece have continued to improve. Efforts are continuing to putin effect new confidence building measures. Exploratory contacts on the Aegean between the two forcign ministries started in March 2002.

Overall, Turkey has made noticeable progress towards meeting the Copenhagen politcal criteria since the Commission issued its report in 1998, and in pasticular in the course of the last year. The reforms adopted in August 2002 are particularly far-reaching. Taken together, these reforms provide much of the ground work for strengthening demoeracy and the protection of human rights in Turkey. They open the way for further changes
which should enable Turkish citizens progressively to enjoy rights and freedoms commensurate with those prevailing in the Furopean Union.

Nonetheles
redress.

Turkey does not fully meet the political crieria, First, the reforms contain a mumber of significant limitations, which are set out in this report, on the full enjoyment of fundamental rights and freedoms. Important restrictions remain, notably, to freedom of expression, including in particular the written press and broadcasting, freedom of peaceful assembly, freedom of association, freedom of religion and the right to legal

Secondly, many of the reforms require the adoption of regulations or other administrative measures, which should be in line with Furopean standards. Some of these measures have already been introduced and others are being drawn up. To be effective, the reforms will need to be implemented in practice by execuive and judicial bodies at different levels throughout the country.

The Commission considers that the decision of the High Electoral Board to prevent the leader of a major political party from participating in the November 3 General Elections does not reflect the spiti of the reforms.

Thirdly, a number of impo litical have yet to, . These include the fight against torture and ill-treatment, civilian control of the military, the situation of persons imprisoned for expressing non-violent opinions, and compliance with the decisions of the European Court of Human Rights.

In the light of the noticeable progress made in recent years and of the remaining areas requiring further attention, Turkey is encouraged to pursue the reform process to strengthen democracy and the protection of human rights,in law and in practice. This will enable Tukey to overcome the remaining obstacles to full compliance with the political criteria

Turkey ha the its market should improve its capacity to cope with competitive pressure and market forces within the Union, but is sill undergoing the consequences of the two decply destabilising financial crises.

After several attempts to stbilise the economy, the current reform programme is producing positive results and growth has resumed. Fiscal discipline has improved and the transparency of public sector accounts has increased markedly, while inflationary pressures are declning. Politica interference, a main source for Turkey's economic instabiliy, has been reduced and structural weaknesses, such as a fragile and distorted banking sector,
are being addressed. Financial market regulation a nd supervision have been strengthened. Important steps have been taken to liberalise key markets, such as agriculture and energy.

“To improve he functioning of its markets and s compeiveness, Tuskey nees to continue the present refom process i order 10 achieve mactosconomic scbilty and fscalsustanabiliy. Furher reducing chronically bigh inflaion and malntaining fiscl disiplin ae imporant pre-condiions o this end. Prcental and accounting sandards n the banking secor ha (0 be brought i inewith inernaconal norms. The prvatsaton of
leted and p P and by

state banks and enterprises has to and the complete P attention to education is important o increase the competitiveness and the growth potential of the economy. The inflow of
Since the 1998 Report, Turkey has in aligning in the ered by the Customs Union. Progress has also been achieved in areas such as the banking sector, energy and agriculture. The financial sector has been restructured and administrative capacity in this field has been streamlined. Little progress has been achieved in other areas.
Over the past year, Turkey has further advanced in the areas of internal market, notably in the field of public procurement, as well as in the areas of energy and justice and home affairs. Progress in pacity to imp aaguis has been limited.

Overall, Turkey reas covered by the. ible further efforts are needed.

has achieved a good degree of legisltive alignment in th

ustoms Union, while in other areas this alignment is less advanced. Major discrepancies between the acguis and Turkish legislation remain. Administrative capacity needs to be strengthened. Conside

Regarding the internal market, in the aea of fire mnesent f goods, the framework law on the free circulation ufpn)ducn adopted in 2001 has entered into force. Vasious picces of implementing legislation have been adopted throughout a wide range of sectors. Substantial bariers 0 frade remain, activites in sectors such as foodstuffs, pharmaceuticals and cosmeties should continue. Substantial work also remains to be
done to establish and i mprove the functioning of various bodies acereditation, y assessment), system shoul espite the adoption of the Framework Law, pre-market surveillance is il in force. Current efforts focus on training of staff and improving the equipment capacity of the relevant bodies. On public procurement, a new law was adopted in May and
subsequently amended in June 2002, The law i a significant step in the direction of aligaing Turke y's public pr the Community acguis are needed to address substantialdifferences between the new law and the acguis. No progress can be reported in the field o five mavenent of ersons.

In the field of ire morement of caital, important restrictions on foreign investment in various sectors have remained. The implementation of legislation in the field of money laundering should be given greater attention. Turkey's aligament concering financial sevices s well advanced, and fusther progress has taken place in 2001, in the framework of the reorganisation of the financial sector. In the field of non-financial services, there has been
0 progress, and mu ch work still remains to be done in order to align Tukish legislation with the relevant acguis In the area of conpany lam, cfforts have been made concerning the fight against piracy and counterfeiting. Implementation of the legisiation should be further pursued and the Turkish Patent Institute needls to be fullyindependent. In the field of apaiton puly, the application of anti-trust provisions remains satisfactory. There
has been no progress in aligning Turkey's state aid polic y with the aggis and a authority should amatter of priority.
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e veteri nary and phy ¢ sectors. Overall progeess on alignment with the acguis in the field of agriculture i limir
On fsheres, o progress has been made in alignment with the Common Fisheries Policy. A modernized flect registration system needs to be established. Major discrepancies with the main elements of the EC's y , particularly on inspection and control and market and structural policies.

As segards fransport pliy, Turkey should step up the legislative work necessary t adopt the transport acgui. The pacity to apply and the relevant legislation in al sectors should be improved. In many sectors (road and maritime transport in particular), alignment is very partial, resulting mainly from the transposition of international Conventions.

On taxation, alignment on excise duties and VAT has started and some progress has been achieved with respect to rates and other exemptions. In the area of indirect taxation, significant further efforts are needed. As for direct taxation, Turkey needs to improve direct tax collection and o ¢l y - Overall, alig the agguis in the field of direct and indirect taxation is partial. As regards Gustons Unior, there

i a large degree of a lignment on paper, butltle effective alignment of practices.

In most fields, Tutkey's staistical infrastructue s stil very different from that of the EU. C

-operation between the Turkish authorities and Eurostat has started recently. Alignment with the agguis has started and substantial efforts are needed,

at alllevels. P has been made, in most areas Turkish legislation i still far from alignment with the g,

Steps have been taken in the field of sucal poicy ad employment, but ase not always in full conformity with the acguis, There is an urgent need to develop and strengthen the conditions fora

AS regards eneng, substantial progress has been achieved in the electric

v and gas sectors. The two major laws adopted last year have been further implemented and progress has been achieved in establishing an independent regulatory authority for the electricity and gas sectors. Alignment with the aguit is well under way. However, further efforts are needed.

In the feecommunications setor; there has been no progress in liberalisation in mobile and fixed markets and the implementation of the legal framework with respect o the dominant operators. Progress has been achieved in adopting new legishtion in the field of licensing, interconnection and to some extent on universal service. Fusther efforts are needed to improve the administrative capacity of the Telecom Authoriy, in particular in
relation to human resources and training. Ove rall alignment with the aaguis remains limited.

As segards culture and audio-visual poliy, the new law on broadeasting is not in line with the acguis. Overall, lignment with the azguis remains limited.

AS regards rgional poli, the definition by Turkey of a provisional map for regional development purposes according to NUTS classification criteria has been completed and approved by EUROSTAT. However, the

of this classification for planning and regional policies has No effective regional policy y in line with the EU standards has been developed. Overall alignment with the agpuis remains limited

I the enirommental fiel,legislation t align with the Environmental Impact Assessment Directive has been adopted. Steps have been taken to develop a plan for financing investments. The adoption of a new Regulation on Environmental Inspection represents a positive step towards increasing Turkish pacity to imp agquis, Overall, the acguis remains limited

On consmers and bealth profecion, alignment s limited and substantial efforts are needed to align the legislation and to reinforce administrative capacity and consumers’ awareness.

In the field of justice and home afairs efforts have been made to raise awareness on the legislation and practices of the EU, in particular in areas such as asylum and illegal migration. Further steps have been taken to strengthen the fight against organized crime, drugs trafficking and cosruption. The legal basis for combating trafficking in human beings has been established. Alignment with the agguis has started, in particular on visa policy, but
substanial fusther effo rts are needed. The fight against illegal migration needs to be drastically strengthene.

Concerning external elations, the adoption of the Generalized System of Preferences should be pursued.
On financial conirl, budgetary and financial control mechanisms inside the Turkish administation should be improved. Overall, alignment with the acguis has started and substantial further efforts are needed.

Administrative capacity in different areas needs o be strengthened to ensure that the arguisis implemented and enforced effectively. Significant reform at all levels of the administration s required. In some cases, this will entail the establishment of new structures, for example in the field of state id and regional development. In some ares, new regulatory bodies have been set up. Their autonomy should be assured while at the same time
sufficient staff and financial resource s need to be made available.

Accession Partnership and National Programme for the Adoption of the .4sguis: Global assessment
“The purpose of the Accession Partnership is to set out in a single framework:

* the priority arcas for further work identified in the Commission’s Regular Report;

* the financial means available to help candidate countris implement these prioritics;

« the conditions which will apply to this assistance.

B L the s pr , and implications in terms of human and financial resources. Both the Accession Partnerships and the National Programmes for the Adoption of the Arguis are revised on a regular
basis to take account of progress made and lows for new priorities to be set

In the following, progress in addressing each of these priorites is reported. For ease of reference and to avoid repetitions, wording from the Aassin Partnerships i rendered in italics,

Accession Partnership

Short-term priorities

Enhanced political di d politieal eriteri:

Turkey

has continued to express suport for the current proess of diec talks betwven e leaders of he o communities 0 achiere @ comprebensive settement of the Cyprus probiem. The EU has repeatedly emphasised the need for Turkey to encourage the Turkish Cypriot leadership to work towards reaching a settlement on the Cyprus issue.

Following the constitutional reforms aimed at strengthening the sight to fivedo of exprssio, feedor of association and fiedon of peacel assemb, three sets of legislation were adoped in February, March and August 2002. Changes were made to Articles 159 and 312 of the Turkish Penal Code, easing the restrictions o the freedom of expression. Other changes to the Anti-Terror Law, the Press Law, the Law on Political Pasties and the Law on
Associations eased certain rest rictions on association, the press and broadcasting, The law on associations has been modified and some restrictions lifted. Various grounds for banning associations are still applicable, next to the generally restrictive character of the Law on Associations. Nevertheless, the impact of the reforms is still limited, and there are as yet few clear signs of consistent interpretation and implementation of the new
provisions.

The issue of the situation ofpersons irisoned for having exprssed non-violent opinions has ot been addressed. There have been a number of initatives to improve the dialogue with el ey, Legal provisions have been strengthened o reifree he fight agains forure. Some measures have been adopred o deter torture practices, but there is limited evidence of prosecution of officials suspeted of torture. Legal procedures concerning pr-ria /detention
(. police custody) have been further aligned with the European Convention on Human Rights (ECHR) and with the recommendations of the Committee for the Prevention of Torture. However, incommunicado detention i stil possible for prisoners convicted under State Security Courts. In January 2002 the Goverment withdrew its reservation to Article 5 of the European Convention on Human Rights (right to liberty and security
e e ey e o e i e B e R S e o e

There has been progress on for lgal redress of human rights. Legislation has been amended to allow for retrialin the event of convictions that have been found contrary to the ECHR. These measures, however, will only apply o rulings of the European Court of Human Rights in relation to applications made after August 2003, New administrative bodies have been set up to monitor human
R e e T i T e 5 oA e e T M i 8 i A S s e o ) B, T i oA S e 1 1 s  competence of St Sy ot s beenamended: Hovsever the funcioning o Snte Secriy Courts i sl ot n line withitesnaionl sandads. The de
facto moratorium on cqptal punishment has been maintained during t he reporting period. The constitutional reform which removed e e by Turkish itisens of has been implemented through the lifting of the ban on Radio/ TV broadeasts in langua er than Turkish. Insufficient information makes it difficult o assess the impact of the action plan for the South East.

The process to meet these priorities has started and mixed progress can be reported.

Economic eriteria
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At b el munm,mmumm the SDIF (Sute Deposit Insurance Fund). Some sate-owned banks have been privassed. Political influnce over the public banks has ben reduced. Prudentil ules bave been improved. The Central Bank law was amended to strngghen it from the government p he pre-acession pr of an annual notification of
fiscal positions. The government has initiated the. T B e et e e e o e e A e e A ettt
phytosanitary sectors. The state monopoly on pmdu(m)n import, pricing and distribution of alcoholic beve rages and tobaceo remains an important matter of conceen. These priorities have been partally met.

Ability to assume the obligations of membership
Chapter 1: Free movement of goods
Concerning fire morement of goods, the Framework Law adopted in 2001 has entered into force. Various pieces of implementing legislation have been adopted across the full range of sectors. Harmonisation should continue. Substantial work also remains to be done to establish and improve the functioning of various bodies (especially,in the areas of Market Surveillance; Standardisation; Acereditation and Conformity Assessment). Despite

the adoption of the Fram ework Law, pre-market surveillance i stillin force, instead of in-market surveillance. Current efforts focus on training staff and improving the standard of equipment of the relevant bodies. Tecbnical barers 0 frade remain. On public procurement, a e law was adopted in January and subsequently amended in June 2002. The law is a significant step in the direction of aligning Turkey’s public procurement rules with
the Community acguis. Further efforts are needed to address sub al differences between the new law and the aeguis, The Accession Partnership priorities in the area of free movement of goods have been partially met,

Chapter 5: Company law

s regards alignment of intelectual poperty legislation and the fight agains piracy and counterfeiting, some efforts have been made. Steps should be taken to complete the legisltive framework in this field. Implementation and enforcement capacity need to be drastically strengthened. The Turkish Patent Institute needs to be fully independent. The Accession Partnership priorities related to state aid have been partally met.
As regards alig Eintellectual propersylegis  the figh against piracy and feting, fic been made. Steps should be pl " i field. Impl d enf ipacity need to be drastically strengthened. ds t0 be fully independs A ipp: d d have been partilly

Chapter 6: Competition

A regards anpeiton, 10 legislation has been adopted to ensure an effective state aid coniml policy based on EC principles and criteria. A national control authority has not been established. Other pr
to competition has not been m

the in the antitmst field, increased aweareness raising among participants, as well s training of the judicia

y i comperition matters. The Accession Partership priority related

Chapter 7: Agriculture

On agricultu, the Government has started the registration of land and of live bovine animals. Preparations for a plant passport gsten have not yet stasted. A further restructuring of the Ministry is being prepared. Other elements of this priority have not been addressed. Concerning sieriary and plant bealth, an alignment strategy is being developed. No sgrading of enforcement capacity has taken place. The Accession Pastnership prioritis related
10 agriculture have been partially met

Chapter 8: Fisheries
On fsheres fesw concrete actions have been taken, for example, o enable the implementation of a resware maragement paligy and to modernise the fising flet mgister, This priority has not been met.
Chapter 9: Transport

Concerning the transport sector, no overall strategie legislative progranme has been developed. A large number of legislative texts are under preparation. Detailed implementation will depend on the content of implementing legislation. On aritine saféy, Turkey is aware of the steps that need to be taken urgently. The overall safety of the Turkish flee (sated ‘very high risk’ in the Black List of the Paris MoU) needs to be improved dras ever,
0 action plan has been adopted. The only steps taken to date concen the adopion of international conventions (principally IMO). On saritine fransport, no action plan has been adopted. No progress has been made on strengtbening the aritime adminisiration. A new Port State Control Board has not been established, and no new inspectors have been recruited. The Accession Partnership priosities in the area of transport have not been met.

Chapter 10: Taxation
Algument of e duties and VAT have started, and progress has been achieved with respect to rates, taxable scopes and the tax structure. However, further efforts are still needed in the area of indirect taxation. This priority has been only partially met.

Chapter 12: Statistics

On statisties, co-operation between the Turkish authorities and Eurostat started recently. A first annual work plan was prepared in 2001, Substantial work remains to be done. No progress can be reported with sctting up a business giter. This priority has been partally met.

Chapter 13: Social policy and employment

On enployment and soial affairs, Tuskey has not stasted to prepae a sector-specific transposition pmgrnme. Child labour, though declining, remains widespread in Turkey. The institutional and administrative capacity of the Child Bureau needs to be strengthened to perform the duties assigned to it. On frude anion rights, the law on Public Employees’ Trades Unions does not recognise collective bargaining no the sight to but only collective
consultation for public employees. The new law on the Economic and Social Council fais to create the conditions for a genuine social dialggn. The new Economic and Social Council has a multlateral rather than a tripartie character and has not yet met. Trade union activities continue to be impeded by the 10% threshold requirement for a trades union to be elgible for collective bargaining. There is no information on support efforts to
assist the sacial parfners i their cqpacity -building ffrs. The Accession Patnership priorities in the area of social policy and employment have been partially met.

Chapter 14: Energy
Concerning energ, a systematic pmgramme has ot been developed for the alignment with the aqds. Progress has been made in establishing an independent rlatory antbority for the elecrity and gas setors (the Fnergy Reglatory Board), although this needs to be granted further resources, and particularly personnel. Two framework laws to implement the infernal nergy market and to sibundle e energy atifes were a dopted: the Electricity Market

Law in February 2001 and a Natural Gas Market Law in March 2001. Subsequent secondary legislation has complemented this. Some further efforts to align are necessary, and implementation, according to an adopted timetable, will ensure the establishment of the principles in line with the infermal nerg-marke. The Electricity Market Law is expeeted to be fully operational by 2003, The Accession Partnership priorities in the area of energy
have been partially met.

Chapter 19: Telecommunications and information technologies
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i i, s inependence s not Flly muranteed s he ajor pre oFie. budge i fmance from th teasus, which ollcsth lcence and feduency fees. The Accesdon Pastnchi porite i the arcsof elecommanicatons have been paraly et

acis. Further efforts are needed to improve the adinisiative capacity of the Telecommmunications Autbaripy, in particular in rela tion to human

Chapter 20: Culture and audio-visual policy
Turkey has stasted to aligr with the s in this field. The RTUK law has been amended and the ban on broadcasting in languages other than Turkish has been lifted. However, the new law does not take the acgus into consideration and important discrepancies remain. This priority has not been met.

Chapter 21: Regional policy and co-ordination of structural instruments

“The preparation of a NUTS dassjfcation has been completed and approved by EUROSTAT. However, the NUTS map has not yet been used for regional development purposes, in particular at NUTS 2 level, for regional statistics, inter-provincial co-ordination, preparation for integrated regional development plans, regional breakdown of public investment, and the definition of priority arcas for regional subsidics, in accordance with EC

competition rules. No effacie regional poliy stratey in line with EU standards has been developed, addressing the major issues in regions lagging behind. Turkey has not started to introduce the EU poliy sckdtion aiteria for projects under its regional policy. The Accession Partnership priorities related to regional policy and co-ordination of structural instruments have not been met.




Chapter 22: Environment

A strategy to transpose the aeguis has been developed and a framework law adopted. Legishtion to align with the Easimmental Inpact Assissment dinective has been adopred. As regards developing Tutkey is carry the studies needed for the prep of such a plan. The Accession Partnership priorities in the ae of the environment have been partially met.
Chapter 24: Justice and Home Affairs

Information and awareness progranmes on the legislation and the practices in the EU in the field of Justice and Home Affairs have been further developed, in particular in the areas of asylum and illegal migration. Efforts have been made to enhance the fight against organised crime, drugs trafficking and corruption and 10 strengthen capacities to deal with money laundering. The legal basis for combating trafficking in human
ings has been est ablished. The Accession Partnership priorities in the area of justice and home affairs have been partially

Chapter 25: Customs union

Concerning aligning gislation o fve zones, n0 progess has been made. Initiatives have been taken t0 the new Caustoms Code. provisions pacity in the Customs field needs to be futher upgraded. This priority has been partially met.

Chapter 28: Financial Control

A new law reated o intemal financal control has been prepared but not et adopted by Parliament. No central organison has yet been designated t© harmonise intermil it or contol funcions. Iternal audit it hase not been established in individual spening centres and
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evolved implementation satem for he management of EC. prossmmes, and Memoranda of Unders anding have been sighed with the Commission resurding the responsbiies of he agences concemned. A number o el and oher steps have Sl b ke an > auc maal have heen produced. The Aceession Parn
funds, where some initil steps have been taken

itons functional independence’ has not yet been esablished. An audit manual has not been prepared. There is a lack of clriy within the Turkish
anti-fraud co- g . The s have been taken to establish the
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hip priorities

Medium-term Priorities

Enhanced political di d politieal eriteri:

As for the principle of peacgfl setlement of boreer disptes, relations between Turkey and Greeee have continued to improve. Efforts are continuing to put into effect new confidence-building measures. With respect to the Aegean, exploratory contacts between the two foreign ministries have started.

Legisative steps have been taken to promote the fill egjgyment by al indivials, withost any disrimination, of findamental rigts and fredoms. The principle of non-discrimination and gender equalit is enshrined in the new Civil Code. The respect for the principle of freedom of religion has been enhanced through the modification of the Law on Foundations. Certain non-Muslim minorities are now entitled to enjoy property rights, subject to
permission from the Council of Minister s, Nevertheless religious minorities continue to face difficulties on the issues of legal personality, property rights, training of clergy and education.

The Tarkish Constitution has been pastialy amended in respect of fundamental rights and freedoms, and a number of legslative amendments have been introduced. However, these constitutional and legislative reforms contain a number of significant limitations on the full enjoyment of fundamental rights and freedoms. Important restrictions remain, notably to the freedom of expression, the freedom of peaceful assembly, the freedom of
association, the freedom of religion and the right t o legal zedsess. Capital punishmen has noww been abolished, except in case of war. The nternational Covenant on Civil and Political Rightsand\ the Infenational Corenant on Eaonamis, Social and Cultual Rights bave not beens ratfed. Detention conditions i prisons have been fusther adjusted although they aze not fully i line with the UN Standard Minimum Rules for the Tecatment of Prisoners and other
international norms. Problems remain in areas still covered by the emergency rule. The constitutional role of the Natioal Security Couneil has been amended, so that it is now, in principle, an advisory body. Changes in its composition, including an increase in the number of civlians, have not so far modified the way in which the National Security Council operates in practice. The afe of emergency weasliffed in teo provinces in the South East
in July 2002 with the exception of Diyabakir and Simak, where it is due to be lified before the end of 2002, There has been progress in ansering cuturaldiersty and cultural rights, ineluding in the field of education. Some provisions preventing the enjoyment of these rights such as the ban on broadcasting and education in languages other than Turkish have been abolished. Nevertheless, there has been limited improvement in
practice in the ability of members of ethnic groups, to express their linguistic and cultural identity. In terms of legi slation, progress can be reported in complying with a number of- priorities. However, further are needed. A sustained effort in terms of implementation and actual improvement of the situation on the ground is needed.

Economi

Limited progress has been achieved with the prcss of privatisation. Although some steps were taken in 2001, the process slowed down consideably in 2002. The rforn ofthe financial secoris well underway and substantial progress has been achieved. In agriaure the reform process has not been completed. Some limited progress has been achieved in the area of land and animal registration. There has been no progress on the modemisatio n of
food-processing establishments. There has been only limited impmiment o the general el in education and ealth. There has been progress on ensusing the sustainabilty ofthe pension and social securiy ystem. These priorities have ot been met

Ability to assume the obligations of membership

Chapter 1: Free movement of goods

As for the sragtbening of market surveillana: and. substantial progress is sl needed. On public procurement, the

tion is not fully in line with the aagui. This priority has been partially met.
Chapter 4: Free movement of capital

Restrictions on forig invstments sill persist in some sectors. This priority has not been met.

Chapter 5: Company law

The legislation in the area of cpany law and data prfetion i still not fully in line with the acguis. This priority has not been met.

Chapter 6: Competition

The alignment of sate aid leislation with the acguiss only beginning. The sume applies to the area of mongpalies and companies benfting fiom specal rights. This priority bas not been met.
Chapter 7: Agriculture

The alignment with the agguis has not been completed. Some steps have been taken to madermise food proessing establishments, This priority has not been met.

Chapter 8: Fisheries

The alignment with the agguis has not been completed. Efforts need to be made to inprove areral gualiy and safety of fish prodcts This priority has not been met.

Chapter 9: Transport

inary stage, as s inplementation and enforcement of this le

Legislative algnment in all sectors is at a very pre ble results can be seen, particularly as regards maritime safety. Turkey's transport fleets are only partially prepared for accession ~ with no progress having been made in the past few years beyond the implementation of interational norms. This priority has not been met
Chapter 10: Taxation

Substanial progress has been achieved in the area of die facatin. Howeves, aligmuent has not been completed and substantial discrepancies semain. This priority has been partally me.

Chapter 11: Economic and Monetary Union

Turkey does not participate in the Enrgpean Systen of Central Banks. The independence of the Central Bank is nearly achieved. These priorities have been partially met.

Chapter 12: Statistics

With regard to, . the State Institute staffed and the IT equipment is of good quality. The relevant tools to bring official staisic in ine with EU reguinments ace being set up. However, in many areas, such as macoeconomic statisis, substantial efforts are still needed. This priority has been partially met.

Chapter 13: (Social policy and employment) Employment and Social Affairs

The Law on Job Security includes a provision regarding the ‘burden of proof in cases of discrimination based on sex”. Further progress is needed in the field of ubour la, equality of reatment between men and women, anti-disriminaton, occupational bealth and sy, socal dialague and publc bealth, Fusther efforts are needed to steengthen the adwinistrative siructures and. to ensure ffctive implementation and enfor of he social policy and employment acquis. I the
field of sucial protection, Turkey should take the necessary measures to ensure financial stability of he social security ysem. Turkey should speed up its efforts to develop a nasional enplgymens paliyin line with the European Employment Strategy. This priority has been partially met.

Chapter 14: Energy

Turkey has established a calendar to rssmcture enery utlies and 10 open up setors; this calendar and programme are being implemented. The ekariity market was opened up in September 2002 while the gas market will be opened in November 2002. The Turkish Electricity Generation and Transmission Corporation (TEAS) has been unbundled, and BOTAS, whose monopoly for many activties has been abolished, has also begun restructuring,
which wil  lead to the privatisation of the distribution network. Turkey’s progress in developing the legislative, administrative and economic framework for the single energy market, which should nevertheless be completed through further secondary legislation, contrasts with the lack of progress in aligning Turkish legislation with the rest of the energy acguis. This priority has been partially met.

Chapter 19: jcati d information

The ranspositon of the acqis has not been completed. A eomprebensive poliy for the entire communications sector has not been developed. This priority has not been met

Chapter 20: Culture and audio-visual policy
With regard to the adinistutive cgpacity of the teleision/radio rgulatory anthori, the new procedure related o the composition of the High Audio-Visual Board (RTUK) foresces a smaller role of the Paiament, while the influence of the National Security Council over the Board has been strengthened. This could undermine the independence and accountabiliy of the regulatory authority. This prioriy has not been met.

Chapter 21: Regional policy and co-ordination of structural instruments

A national poliy for eomonic and social cobesion, inluding plri yet been d have not been established. This priority has not been met.
Chapter 22: Environment

No progress can be reported as regards the medium-term priorities. This priority has not been met.

Chapter 24: Justice and Home Aff

Training progranmes on Commnity law and the Community acquis have been developed, in particular in the areas of asylum and illegal migration. There have been some developments towards strengthening JHA institutions with a view, in particular, to ensure the accountability of the police, namely through the amendment of the Lay on the Duties and Competencies of the Police. There has been no progress on alignment with
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Geneva Convention has not been lifted. In the field of corru piion, fight against drugs, organised crime, money laundering and judicial co-operation in criminal and civil matters, efforts have been made to implement and enforce the acquis. These priorities have been partally m

Chapter 25: Customs union

No progress can be seported on this priosity. This priosity has not been met.

Chapter 28: Financial Control

A new law related to internal financial control has been prepared but not yet adopted by parliament. It will have some limited effects on the external control regime. No central organisation has yet been established to harmonise internal audit or control functions. Intermal audit units have not been established in individual spending centres and auditors’ functional independence’ has not yet been established, although much depends on the
passag lic financial management and internal control law. An audit manual has not been prepared. This priority has not been met.

National Programme for the Adoption of the Acquis

“The Turkish National Programme for the Adoption of the Acquis (NPAA), adopred in March 2001, has served as a useful tool for the Turkish authorities to transpose the acguis. The three harmonisation packages concerning the political criteria adopted in Febuary, Mazch and August 2002 have been partialy based on the NPAA. As regards the acguis, the NPAA served as a cheeklist for the vasious legislative initiatives. The NPAA made
it possible fo £ the relevant Turkish authorities to have an overview of what has been done and what remains to be done in view of the adoption of the relevant legisltion.

The NPAA has not been revised during the reference period. Turkey's NPAA is part of an ongoing process under the pre-accession strategy. Turkey is encouraged to revise the document in order t u
the Accession Partership should be fully taken into a ccount d\lnng the revision of the document.

ate it to the latest developments and strengthen its planning character, to ensure better prioritisation of actions including clear dimetables and deadlines, as well as th of budgets necessary ‘The prioriies of

Annexes

Adberence to following comventions | BG | CY | CZ | EE | HU | LV | LT | MT | PL | RO | SK | SI | TK [X~ Conventionruificd
and protocols |0 = Convention NOT ratified
~Bulgaria; CY=Cyprus; CZ=Czech Republic; EE=Estonia; HU=Hungary: LV=Latvia; LT=Lithuania; MT=Malta; PL=Poland; RO=Romania; SK= Slovak Republic;

'=Slovenia; T=Turkey
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 | O

Protocol 7 (ne bis in idem) X X X X X X X o o X X X |Oo

European Convention for | X 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 X O |X

Revised European Social | X X o X o (o] X o (o] X 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]O

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]O
Covenant on Economic,
Social and  Cultural
rights)

CAT (Convention X X X X X X X X X X X X | X
against Torture)




Inflation rate
National CPl i given, no proxy HICP exists so far, but s in preparation.
Finance

Public finane: The goverment deficit and debt staistics of the Candidate Countries are pr

end-year nominal value. The series a re available from 1997; the 1996 data are an approximation derived from the IMF’s GES methodology.

CERD (Convention on | X X X X X X X X X X X X |o
the Elimination of All Financial indicators in % of Gross Domestic Product
Forms of Racial Gross foreign debt of the whole economy d) 38.3|[ 38.0] 48.0|| 47.7)|
Discrimination) 353 CI0UOXBOTtS
Gross foreign debt of the whole economy d) 155.9| 156.0| 206.6| 200.3]
CEDAW (Convention on X X X X X X X X X X X X X Monetary aggregates 1000 Mio ECU /euro
the Elimination of All =M1 0 0 78 i 58
Forms of - M2 471 55.3 73.7 89.8] 83.2
Discrimination ~ against M3 452 6.9 5 926 850
Women) Total credit 33.8] 30.8 30.7 43.3 26.9
verage short-term interest rates % per annum
. =
Optional Protocol to the | O X X [o) X o o lo) lo) lo) X ol|lo - Day-to-day money rate 70.3) 74.6 735 56.7| 92.0
CEDAW - Lending rate 99.4| 79.5 86.1 51.2] 78.7
- Deposit rate 79.5] 80.1 78.4 47.1 74.6
CRC (Convention on the | X X X X X X X X X X |X X | X }ECU/EUR exchange rates (1ECUleuro=..Turkish Lira)
Rights of the Child) - Average of period 171,848 293,736 447,237 || 574,816|[ 1,102,430
- End of period 226,634 365,748 544,641][ 624,267| 1,269,500
1997 | 1998 | 1999 || 2000 2001 o
Basic data in 1000 - -
- Effective rate index 26.8| 15.4] 99| 74| 3.8
Population (average) 63,989 65,145 66,304 67,469 68,618 =
= > Reserve assets Mio ECU/euro
Injkami Reserve assets (including gold) 17,706 17,880 24,280 25,107] 22,652
ilcslared 69,60, 69,60 69,60 ]| B || s s (e e 16,721 16,943 23,225 24017|| 21483
National acct?unts : In 1000 Billion Turkish Lira rade Mio ECUleuro
Gross domestic product at current prices 28,835.88]  52,224.94| .77,415.27|| 124,583.46] 181,408.56 e o e o T i
- - Ini1600Mio ECWeuro) Exports 23,340 24,130 24,964 30182 35071
Gross domestic product at current prices 168] 178|[ 173 217] 165 Imports 45,206 a1129 35351 50444 46,243
= = = ECUisuro previous year=100
Gross domestic product per capita a) at current prices 2,700' 2,800” 2,700" 3,200' 2,400 eTreloads 104'4" 100,0| 98.8” 91‘4" 977
% change over the previous year as % of total
3
Gross domestic product at constant prices (nat. currency) 7.5 3.1 -4.7] 7.4 -7.4 Exports with EU-15 266 50.0 54.0 52.0) 516
Employment growth imports with EU-15 512 524 526 488 446
Labour productivity growth : : :
in Purchasing Power Standards D per 1000 of population
Gross domestic product per capita a) at current prices 5.600| 5.800” 5.600" 5.600| 5,200} |(Natural growth rate 16.5" 16.3| 16.0|| 15.6" 15.2
| I Il I Net migration rate (i corrections) 1.6][ 1.5] 1.5] 1.5][ 15
Structure of production % of Gross Value Added b) per 1000 live-births
= - 138 165 kg 136 121 (lifant mortaity rate 424 41.2] 403 30.7]| 387
- Industry (éxcludlng construction) 241 21.7 22.0 226 238 it 2t birth
- Conftructlon 58 5.7 5.3 5.0 4.8 Malos: 5.7 5.9 6.1 6.2 6.4
- Services 56.3 56.2. 58.2] 58.8 59.3 Eemales] 703 705 707 70.9 710
= o q
Str.ucture of expe.ndlture : as % of Gross Domestic Product ot C e e e ) o e
- Final consumption expenditure 80.3 81.9” 87,4" 85.6 86.5 Economic activity rate (15 - 64) 54.9 54.9 554 51.8 513
- household and NPISH 68.0 69.2J|| 723 715 723| |15 "ot (15.64), ol = = =0 9 oS
_ general govemr.nem . 123 12.7 15.2) 141 142 = =T (15:64), malo T % = =T =
- Gross fixed capital formation 26.4 24.6 21.9|[ 224 17.8 5 o (15:64). formalo o =0 T = o
- Stock variation c) 13 0.4/ 1.5]] 22 13
- Exports of goods and services 246 243 23.2] 241 33.2 [Average employment by NACE branches in % of total
- Imports of goods and services 304 27.9 26.9) 315 30.8) |IC ‘Agriculture and forestry 40.8 405 415 345 354
- Industry i ion) 17.8 17.5 16.8 18.2 18.3
= S -
Inflation raté . % change over the previous year e 63 6.2 6.1 6.4 53
Consumer price index h) 85.7I 84.9” 64.2" 57.3I 576| [ =sorvices = == = o i
= % of labour force
Balance of payments Mio ECU/euro
L rate. total 6.7 6.8 77 6.6 8.5
-Current account -2,326 1,770 -1,280 -11,510 3,792g
L rate. males 6.3] 6.8 7.7 6.6} 8.8
-Trade balance -13,543 -12,684 -9,802 -26,232 3
L rate. females 7.8 6.9 7.5 6.5] 7.9
Exports of goods 28,788 27,848 27,516 37,118
L rate of persons < 25 years 14.3 14.2 15.3 13.2 16.6
Imports of goods 42,331 40,532 37,318 63,350 Toncd e
as of all unemploye
Goods and services, net 9,583 12,007 6,985 13,288 2 L
- Long-term share 39.9|[ 38.1] 27.1| 20.2|[ 20.7
Net income -2,657 -2,663 -3,319 -4,691
-Net current transfers 4,291 5,108 4,8561 6,125
-of which: government transfers 277 142/ 340 251 5
- FDI (net) inflows 710 838 735 1,151 3,6479d
FPublic finance in % of Gross Domestic Product
| plu: -13.4 -11.9 -18.7| -6.0 -28.7p
go! debt 55.6 50.1 65.9] 56.4 102.5p!
in km per 1000 km?
Infrastructure
Railway network 12| 11.2]| 1.3 11.3] 1.3
km
Length of motorways 1,528] 1,726 1,749 1,773] 1,851p
Industry and agriculture previous year=100
Industrial production volume indices 111.5 101.3 97,5J| 103.4 94.5
Gross agricultural production volume indices 97.7 110.6 94.7-" 104.2 93.5=I
Standard of living a) per 1000 inhabitants f)
Number of cars 55.8 58.9 61.4 65.5 66.1
Main telephone lines 246.0 260.3 272.3] 2726 275.5
Number of subscriptions to cellular mobile services 232 51.9 114.1 2219 284.2
Number of Internet subscriptions 3.5 6.6} 241 23.6p
E=estimate
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) Data refers to ISIC Rev. 2. Il | I Il |
c) These figures include changes in inventories, itic less of and the ical discrepancy between the
GDP and its expenditure components.
d) Series break after 1997.
e) National LFS data, not yet harmonised with the EU's|
LFS
f) Data for 2001 are provisional. Data for 2000 were calculated according to provisional results of population census of year 2000.
g) Source: Website of the National Bank
h) Index not yet harmonised.
Note: Provisional mid-year population projections.
Methodological Notes

jonal, in the sense that they do not yet fully comply with EU methodological requirements. Broadly speaking, the general government deficit / surplus refers to the national accounts concept of consolidated general govemment net borrowing / net lending of ESA3. General government debt i defined as consolidated gross debt at



Gross foreign debt is of the whole economy, covering both short- and long-term, but excluding equity investment and money market instruments. The source for stock of outstanding debt is OECD, while the source of GDP is Eurostat. For the ratio of gross foreign debt to exports, the national accounts definition of exports of goods and services is used (source: Eurostat). The data for 2000 are Eurostat estimates, based on
joint OECD/IMF/BIS/World Bank series.

Monetary aggregates are end-year stock data, as reported to Eurostat. Generally, M1 means notes and coin in circulation plus bank sight deposits. M2 means M1 plus savings deposits plus other short-term claims on banks (corresponding to the Turkish series M2Y). M3 means M2 plus certain placements in a less liquid or longer-term form (corresponding to the Turkish series M3Y). Not all countries produce an M3 series.
Total credit means loans by resident monetary financial institutions (MFIs) to non-MFI res

Interest rates: Annual average rates based on monthly series reported to Eurostat. Lending rates refer to bank lending to enterprises for over 1 year. Deposit rates refer to bank deposits with an agreed maturity of up to one year. Day-to-day money rates are overnight interbank rates.
Exchange rates: ECU exchange rates are those that were officially notified to until 1 January 1999, when the ECU was replaced by the euro. Euro exchange rates are reference rates of the European Central Bank. The effective exchange rate index (nominal), as reported to Eurostat, is weighted by major trading partners.
Reserve assets are end-year stock data, as reported to Eurostat. They are defined as the sum of central bank holdings of gold, foreign exchange, SDRs, reserve position in the IMF, and other claims on non-residents. Gold is valued at end-year market price.

External trade

Imports and exports (current prices). The data are based upon the "special trade” system, according to which, external trade comprises goods crossing the customs border of the country. Trade data includes direct re-exports, trade in services and trade with customs free zones as wel as licences, know-how and patents. Value of extemal trade tunover includes the market value of the goods and the additional costs (freight, insurance etc.).
Trade C lassiication. Merchandise trade flows should be using the commadity classification according to the Combined Nomenchture (CN).

FOB means that all costs incurred in transport up to the customs frontier are charged to the seller CIF means that the purchaser pays the additional costs.

Imports are recorded on CIF basis, exports on FOB basis.

Inports and exports with EU-15. Data declared by the Republic of Turkey

Labour force

Turkey’s LES is not yet harmonised with that of the I
Econonicactivpy rate (ILO Methadoloy). Percentage of labour force in the total population aged 15-64, This rate is derived from LFS (Labour Force Survey) observing the following ILO definitions and recommendations:

Labourfore employed and unemployed persons according to the ILO definitions stated below.

The enplyed: all persons aged 15-64, who during the reference period worked at least one ige or saary or other remuneration as employees, members of co-operatives or contributing family workers. Members of armed forces (excluding residents of military barracks) and women on child-care leave are included.

The unemplped all persons aged 15+, who concurrently meet all three conditions of the ILO definition for being classified as the unemployed: () have no work, (i) are actively seeking a job and (i) are ready to take up a job within a fortnight

Tnempliyment rate (b 11O metbodoleg). Percentage of the unemployed in labour force. This rate is derived from LFS (Labour Force Survey) observing the ILO definitions and recommendations (see ILO definitions above)
Arerage enployment by NACE branches. This indicator is derived observing the ILO definitions and recommendations.
Infrastructure

: e.¢. by wagon-carrying trailers or ferries. Lines solely used for tourist purposes during the season are excluded as are railways constructed solely to serve mines; forests or other industrial or agricultural undertakings and which are not open to public traffic. The data

Railuay network. All railways in a given area. This does not include stretches of road or water even if rolling stock should be conveyed over such routes
considers the construction lengt h of rai

Length of motorway. Road, specially designed and bult for motor traffic, which does not serve properties bordering on it,and which:

(a) s provided, except at special points or temporarily, with sepas i for the two di traffic, separated  other, either by a dividing strip not intended for traffi, or exceptionally by other means;
(b) does not cross at level with any road, railway or tramway track, or footpath;

(@) is specially sign-posted as a motorway and is reserved for specific categories of road motor vehicles.

Entry and exit lanes of motorways are included irrespectively of the location of the signposts. Urban moforways are also included.

Industry and agriculture

ing and quarrying, manufacturing and electriciy, gas, steam and water supply (according to the ISIC Rev. 3 Classificat

Industrial production volume indices. Industrial production covers
Gross agricultural production volume indices. Gross agricultural production volume indices are calculated in constant prices of 1993. The quarter indices are calculation on the basis of the previous quarter.

Standard of I

3

Nunber of crs. Passenger car: road motor vehicle, other than a motor cycle, intended for the carriage of passengers and designed to seat no more than nine persons (including the driver).

The term "passenger car” therefore covers microcars (need no permit to be driven), taxis and hired passenger cars, provided that they have less than ten seats. This category may also include pick-ups.
Telephone subscribers. Mobile and hand phones subscribers are not included.

Sources.

Total arca, demography, external trade, labour market, infrastructure, industry and agriculture, standard of living: National sources.

National accounts, inflation rate, balance of payment, public finance, finance: Eurostat



