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EXECUTIVE SUMMARY
This report has been prepared by Turkey’s Undersecretariat of the Treasury, for submission to
the Prime Minister and members of Turkey’s Investment Advisory Council (IAC), as part of the
follow up to recommendations made during the inaugural meeting of the Council on March 15th,
2004.
The inaugural IAC meeting, chaired by the Prime Minister Recep Tayyip Erdoğan, brought
together the heads of 19 international companies, the country’s four leading business
associations, the World Bank Group and the International Monetary Fund to share perspectives
with the Prime Minister, Minister of State Ali Babacan and Minister of Finance Kemal Unakıtan
on how Turkey could enhance its competitive position in the world economy.
Council members identified 13 priority areas to focus attention, advising that strengthened
implementation of measures in these areas would lead to the improvement of the investment
climate and scaling up of private investment in Turkey.
Council members also agreed on a link between the IAC and the Coordination Council for the
Improvement of Investment Environment (YOIKK), with the YOIKK technical committees to
serve as working groups where IAC recommendations would be follow up and put into action.
A YOIKK meeting was held in August, 2004, the sole agenda of which was to assess progress on
the recommendations of the IAC members. Private sector representatives on YOIKK are also
members of the IAC (Union of Chambers of Commerce and Industry-TOBB, Association of
Turkish Industrialists and Businessmen-TUSİAD, Association of Foreign Investment-YASED
and Assembly of Turkish Exporters-TİM). They expressed views that ongoing efforts to improve
the investment environment should quickly lead to new legislative measures. Additionally, new
approaches needed to be developed to assess the effectiveness of these measures so that the
micro-level factors hampering investors, which stem in large part from faulty implemetation,
could be idendified and corrective solutions formulated.
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While steps to improve investment environment have been comprehensive and accelerated in
terms of scope and timeframe, securing the direct and positive effect of these actions on the
business people still remains limited due to issues faced in implementation. This point has been
clearly made by private sector participants in platforms such as the YOIKK. Thus the priority
between now and the next IAC meeting will be to work collaboratively with the public and
private sector through the YOIKK structure, to accelerate legislative measures, and as
importantly, to devise new approaches to improve implementation and oversight of the existing
measures.
The IAC structure, and the cooperative dialogue it engenders with the private sector, has proven
to be not only fundamental for creating a better investment climate, but also fully supportive of
the government’s philosophy that continuous efforts to improve the investment environment will
remain at the forefront of the country’s development priorities.
Significant strides have been made on many of the priority issues advised by IAC members.
Legislative changes have been introduced to improve the efficiency and transparency of
government services, to streamline bureaucratic procedures facing investors, particularly at the
sectoral level, and to provide greater incentives for investment, research and development.
Furthermore, the Council Members’ recommendations to provide quick improvements in some
areas such as education and infrastructure have been taken into account in formulating relevant
policies.
While the Council agreed to meet once a year, it also requested that the Undersecretariat of
Treasury provide an interim progress report before the next meeting. In addition to highlighting
measures taken on the identified priority issues since inaugural meeting, this progress report
also highlights advancements made on the issues in the recent past, issues still under discussion,
and pending actions, so that Council members may have a comprehensive view of what has been
done – and what remains on the immediate agenda – to strengthen the investment climate in
Turkey.
The details of the progress made since March 15th, 2004 are self-evident enough to show that the
contribution of the IAC to this effort has been important in terms of supporting its targetoriented approach.
The following actions are the key ones amongst many, which have been taken on the issues
raised by Council members:
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Remove red tape and bureaucracy, with a focus on procedures at the sectoral
level...
•

There has been significant progress in streamlining procedures for the mining sector. By a
legal amendment on June 5th, 2004, the pre-license requirement in the mining sector was
abolished to reduce red tape. To provide additional investment incentives, the amount of
taxation on mining productions that come from entrepreneurs in the sector domestically,
using their own facilities, and creating value added, was reduced by 50%. This amendment
also provides that permission procedures in the mining sector shall be concluded within three
months. Secondary legislative works on the topic are underway.

•

The time required to obtain an Environmental Impact Assessment (EIA) Report has been
brought down to 33 days from the earlier 6-7 months, provided that all the materials required
we submitted with the application. This measure has significant impact for certain sectors,
such as manufacturing, mining, petroleum, and tourism.

•

Legislation to improve the procedures for start-up permits has been drafted. The draft law
aims to create a “one-stop-shop” structure for permits to be issued by local authorities. The
new system will make procedures of all necessary permissions and approvals easier by
enabling investors to complete procedures from a single local authority, in a predetermined
time period.

Improve the implementation of laws and dispute resolution mechanisms…
•

The Ministry of Justice is in the final stages of preparing a new “Turkish Commercial Code”
that takes into account the directives of European Union on corporate law.

•

The “National Judicial Network Project (UYAP)”, implemented by the Ministry of Justice to
establish a modern technological infrastructure necessary to perform judicial services fast,
reliably, effectively and economically, has made important progress. The project which was
launched in 2001 is expected to become fully operational throughout Turkey upon
completion of the remaining infrastructure and training of the Ministry personnel by the end
of 2005.
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Develop a corporate tax regime (particularly issues related to double-taxation
agreements) and incentive structure (especially R&D) comparable to those of
competitor countries…
•

Progress has been made on the planning of the government’s comprehensive tax reform, the
main objectives of which are to fight against the informal economy, bring about a more
comprehensible and predictable taxation system, and stabilize tax policies.

•

Effective from January 1st, 2005, the corporate tax rate will be lowered by 3 points to 30%.
With new additions, the number of double taxation agreements of Turkey has reached 57.
Number of agreements at approval stage is seven and negotiations for 17 new agreements are
underway. A new incentive scheme offering tax and labor insurance premium advantages,
free land allocation and energy support has been introduced in 2004 for investments in 36
provinces with per capita income lower than US$ 1500.

•

By new provisions added to the Corporate Tax Law, the scope of corporate tax exceptions
were expanded to reduce the tax burden arising from double taxation on companies with
head offices in Turkey that derive also proceeds from their foreign contributions and assets.

Harmonize standards and regulations with the European Union…
•

As of the end of the standard preparation period of 2003-2004, more than 90% of the
standards prepared by the Turkish Standards Institute were harmonized with EU Standards.

Increase efficiency of customs; particularly import procedures and licensing…
•

Turkish Customs have made significant strides in reducing its internal processing/clearance
times, due in large part to the automated BILGE System. The Electronic Data Interchange
facility of the BILGE system enables traders to submit their declarations electronically. Over
50% of all registered declarations now use this system. The Risk Analysis System has also
contributed to the increased rapidity of application processing. The ratio of transactions
processed within 24 hours has reached 96% for exports and 77% for imports.

•

A comprehensive amendment on the Customs Code has been drafted and submitted to the
Parliament to harmonize it with the changes in the EU regulations and provide solutions to
problems experienced in implementation.
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Strengthen research and development base of the country...
•

Legislation went into effect on July 31st, 2004 for deduction of R&D expenses from the
income/corporate tax base. This new legislation allows taxpayers to deduct 40% of in-house
R&D expenses directed exclusively at new technologies and knowledge from income declared
in their annual statement

•

Incentives to operate in the Technology Development Zones have been increased through
new tax advantages for the companies operating in these specialized investment sites.

Create an investment promotion capacity…
•

The YOIKK Technical Committee on Investment Promotion has advised that the government
should enhance the capacity of the existing government agency that has a mandate for
foreign direct investment, the General Directorate of Foreign Investment (GDFI), to include
investment promotion functions, rather than create a new agency, due to difficulties in
accommodating such a structure in the public administration system. Preparations are
underway to strengthen the capacity of the GDFI, which will submit a one-year activity plan
for 2005 to the YOIKK Committee for oversight. This arrangement will be evaluated after one
year to determine if an effective institutional capacity for investment promotion has been
developed within the GDFI, or whether alternative measures should be taken.

Improve infrastructure…
•

Government policies to improve infrastructure have been developed to meet the growth
dynamics of the country. Investment projects and new regulations in recent years have
provided significant improvements in the key sectors of transportation, telecommunication
and energy. Developing new infrastructure to match the pace of business growth is however a
challenge due to the limited amount of resources allocable to public investments. Thus
priority infrastructure needs have been identified and included in the public investment
programs to ensure effective use of available resources.
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Invest in education and training…
•

Improvement of education and training is a high priority issue in the agenda of the
government. The best indication of this approach is the financial resources allocated to the
Ministry of National Education in the general government budget. Allotment of the Ministry
has been raised by 26.3% in 2004. The share of resources allocated to the Ministry as part of
the overall budget has been raised to 8.54% in 2004, up from 6.91% in 2003.

Secure the availability of land for investment…
•

Due to a number of new legislative actions and measures in 2004, access to land for
investment in three different types of specialized investment sites—Organized Industrial
Zones, Industry Zones, and Technology Development Zones—has been significantly
improved.

•

New legislation governing Industry Zones (designed for large scale investments) has been
amended to increase the relative attractiveness of these zones for investment, by removing
problems in implementation and raising the effectiveness of measures to provide investment
land. Similarly, significant tax advantages have been introduced for companies operating in
the Technology Development Zones, to encourage high-tech investors to locate there. Within
the framework of the investment program of 2004, 99 Organized Industrial Zones have been
planned

in addition to 76 Zones presently operational. With the enactment of a new

legislation to encourage investments and employment, free allocation of available sites in the
Organized Industrial Zones for certain types of investment has started in 2004.

Protect intellectual property rights more effectively…
•

Several measures have been taken to ensure more effective protection of intellectual property
rights. An Amendment on the Law on the Protection of Intellectual Property Rights passed in
2003 has provided a more reliable environment for intellectual property rights, and strict
actions have been taken against piracy of published materials since the law was adopted. The
Turkish Patent Institute Law, adopted in 2003, has enhanced the capacity of the Institute to
function more effectively in this regard over the course of 2004. The enactment of the Law on
Protection of Topographies in Integrated Circuits, and the Trademark Law Agreement, both
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passed in 2004, have further strengthened the legislative framework for the protection of
intellectual property rights.

Strengthen the role of SMEs in the economy…
•

Small and Medium Industry Development Organization (KOSGEB) has been restructured to
increase functional effectiveness. The number of support instruments available for SMEs has
been raised from 8 to 38. Application procedures for these facilities have been streamlined
with a view to reduce processing time. The number of required documents for applications
were reduced from 48 to 5. A Strategic Action Plan has been drafted by KOSGEB for the
2004-2006 period and submitted to the Executive Committee for approval.

Accelerate the privatization program…
•

Timely implementation of the privatization program is one of the key components of the
ongoing economic program. In this context, efforts are underway to stick to the privatization
calendar announced at the beginning of 2004. In the January-August 2004 period, the total
amount of privatizations approved for sale/transfer, or signed contracts, has reached US$ 1.1
billion. Almost all of the privatization tenders planned for the first half of 2004 have been
realized. While persistent efforts are being made to complete privatization of the large scale
state-run companies, fulfilling the legal requirements that have arisen has caused the process
to take longer than planned.

Respectively submitted to the Prime Minister and Members of the Investment Advisory Council
of Turkey, December, 2004.

Ali Babacan
Minister of State
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1.

Outcomes of the Inaugural Meeting of the Investment
Advisory Council

Turkey’s Investment Advisory Council (IAC) held its first meeting on March 15th, 2004, chaired
by the Prime Minister Recep Tayyip Erdoğan. The IAC brought together the heads of 19
international companies, the country’s four leading business associations, the World Bank Group
and the International Monetary Fund to share perspectives with the Prime Minister, Minister of
State Ali Babacan and Minister of Finance Kemal Unakıtan on how Turkey could enhance its
competitive position in the world economy.
The IAC members spoke about the tremendous stabilization of the economy in the last two years
and Turkey’s potential to be a much strong magnate for foreign investment, particularly given its
geographic location, sizable domestic market, rich natural resources, dynamic domestic industry,
and highly skilled and productive labor force. They stressed that the most important factor for
investment in any country is economic and political stability – particularly the control of
inflation, predictability, continuity, trust and transparency. They applauded the Prime Minister’s
leadership in these arenas.
Yet they also discussed the challenges they saw as facing Turkey and identified the following
priorities on which attention should be focused between now and the next meeting:
•

Removal of red tape and bureaucracy, with a focus on streamlining procedures at the
sectoral level

•

Improvement of the implementation of laws and dispute resolution mechanisms

•

Development of a corporate taxation regime (particularly issues related to doubletaxation agreements) and incentive structure (especially R&D) comparable to those of
competitor countries

•

Harmonization of standards and regulations with those of the EU

•

Improvements in the efficiency of customs, particularly import procedures and licensing

•

To improve its export potential and use its human skills, develop a program to build the
research and development base of the country

•

Create an investment promotion agency, to examine and service the needs of existing
investors and draw new companies to Turkey
9

IAC Progress Report

•

Improve the country’s infrastructure, such as telecommunications,

power and

transportation
•

Invest further in education and training

•

Secure the availability of land for investment

•

Protection of intellectual property rights

•

Acceleration of the privatization program

•

Develop a program to strengthen the role of SMEs in the overall supply chain of the
economy

For follow up, they agreed on a link between the Investment Advisory Council and the
Coordination Council for the Improvement of the Investment Environment (YOIKK). The
YOIKK technical committees will serve as working groups to which the IAC recommendations
shall be remitted for follow up and action. Minister Babacan will serve as the government
champion for this initiative, providing regular updates through the Council’s Secretariat in the
Undersecretariat of Treasury. The IAC meetings were agreed to take place at one year intervals,
with progress reports presented to all the Council members and the Prime Minister within 6 to 8
months.

2.

Progress on the IAC’s Identified Priorities

This report seeks to capture the progress that has been made on the identified priority issues
since the inaugural meeting of the IAC. It provides a breakdown of progress that has been made
on each of the identified priority issues, and also highlights areas where work is underway or
soon to proceed.
The information in this report consolidates updates that have been gathered from across the
spectrum of government ministries and agencies that are working on the various aspects of the
issues. The progress that has been made to date can primarily be attributed to an acceleration of
administrative actions in a number of the areas that IAC members deemed beneficial to
concentrate until the next meeting.
However, there are still many issues facing the investment climate in Turkey that remain to be
resolved. Follow up through the YOIKK technical committee structure, which held one meeting
(in August 2004) since the inaugural IAC meeting, pointed both to the need to move quickly to
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build new legislative measures, as well as to the need to focus on implementation of existing
measures. Thus the priority between now and the next IAC meeting will be to utilize the YOIKK
technical committee structure to bring together private sector and public institutions, to devise
approaches to build new legislative measures, and as importantly, to improve implementation
and oversight of the existing measures.

2.1.

Removing Red Tape and Bureaucracy, with a Focus on
Procedures at the Sectoral Level

IAC members expressed concerns about the myriad processes, time delays, and irrational
bureaucratic structures that companies encounter when establishing investment activities in
Turkey. In this context, a number of steps have been taken on issues identified by the YOIKK
technical committees to streamline rules governing investment activities at the general--as well
as sectoral--levels:
•

Investment Procedures. The permission processes that companies have to obtain during
the identification and commissioning phases of their investments are being simplified
under the “Single Authority – Single Permission” concept that will streamline procedures
at the provincial level. The draft legislation has been submitted to the Prime Ministry to
start legislative process. In the proposed model, investors will provide the necessary
documents to a local commission in the governing province, which will be responsible for
concluding the procedures rapidly in a specified timeframe. After the legislative
enactments, the processes and permission grant times for the investors shall be
significantly reduced, and the duplication of documents and information required for
permission filings shall be removed.

•

Investment Licenses. Secondary legislative works relating to the Labor Law were
transmitted to the Prime Ministry on September 1st , 2004. In this context, only 3
documents shall be required instead of 18 separate documents in order to obtain a
business place opening license, and the review should be completed within 30 days.
If no response is given within this period, then the entrepreneur shall have the right
to open the business place 1. The same applies to Operating Certificate.

•

Investment Licenses. Now that the timeframe for establishment of a company has been
drastically reduced, work is underway to similarly streamline the procedures involved in
company liquidation processes.

1

Draft “Regulation on Permission to Establish and Operate” prepared by the Ministry of Labor and Social Security

11

IAC Progress Report

•

Environmental Impact Assessment. By a legal amendment on December 16th, 2003, the
time required to obtain an Environmental Impact Assessment (EIA) Report was brought
down to 33 days from the earlier 6-7 months, provided that the filing include all material.
This measure has significant impact on companies in affected sectors, such as mining,
petroleum, and tourism.

•

Mining Sector. By a legal amendment on June 5th, 2004, the pre-license period in the
mining sector was abolished to reduce red tape. To provide additional investment
incentives, the government has reduced by 50% the amount of taxation on mining
productions that come from entrepreneurs in the sector domestically, using their own
facilities, and creating added value. This arrangement also provides that permission
procedures in the mining sector shall be concluded within three months2. Secondary
legislative works on the topic are underway.

•

Mining & Petroleum. By an amendment on June 8th, 2004 to the Pasture Law, actions
were simplified relating to allocating pastures, summer and winter camps, grasslands and
pasture lands for mining and petroleum prospecting activities by changing their allocation
purpose. Conditions for allocating the pasture lands to mine and petroleum prospecting
activities were made more flexible and the procedures and principles to be observed
during the allocation process would be laid out in a regulation3. The legislation aims to
reduce red tape and accelerate the allocation process by delegating the authorities and
responsibilities to local units. In the context of this legislation, preparations of regulations
are underway on conduct of search and operating activities pursuant to the Mining Law
and the Petroleum Law

•

E-Government. The project of e-statement was commissioned on May 2004 which allows
the employers to make their social insurance premium statements and payments over the
Internet4.

•

EU Harmonization. The Law on Work Permits of Foreigners which went to effect on
September 6th, 2003 significantly harmonizes the legislation on the issue with the
European Union. Necessary works are started to remedy problems in the practice of
permission and complement the shortages of institutional capacity.

Law no.5177 dated 26.05.2004 regarding Amendments to Mine Law and Some Laws (Official Gazette 05.06.2004
/ 25483)
3 Law no.5178 dated 27.05.2004 regarding Amendments to Pasture Law and Some Laws (Official Gazette
08.06.2004 / 25486)
4 Regulation on Social Insurance Actions dated 16.01.2004 promulgated by the Ministry of Labor and Social Security
2
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•

Agro-business. Under legislation that went into effect on June 5th, 2004, the Ministry of
Agriculture and Village Affairs is now the only institution in the field5 of inspection and
permission actions regarding food productions. Some food industry products were taken
out of the scope of the control document and bureaucratic actions were reduced4. By an
amendment to legislation on April 16th, 2004, the production facilities of poultry meat and
meat products were allowed trial production and distribution while the permission
process is under way6.

2.2.

Improving the Implementation of Laws and Dispute
Resolution Mechanisms

The proposal of the IAC members to improve the implementation of laws and dispute resolution
mechanisms has been advanced in particular through new legislation and practices that are
being undertaken in preparation for membership to the European Union.
•

The National Program went into effect on July 24th, 2004 specifies the priorities of
“Corporate Law,” “Intellectual Property Rights” and “Industrial Property Rights” under
the heading “Capability to Undertake Membership Obligations.” Also, “Establishing an
Effective Judicial System by Increasing Functionality and Capacity of Judiciary” has
priority under the heading “Justice and Internal Affairs” of the National Program.

•

Part of the legislative works planned on 35 issues relating to strengthening the
functionality of judiciary, increasing judicial and administrative capacity have been
completed and legislated, and works on other issues are underway. In this regard:
o The Ministry of Justice is in the final stages of preparing a new “Turkish
Commercial Code” that takes into account the directives of European Union on
corporate law.
o The Ministry of Justice has carried out a project (with support from the European
Union) to help ensure that the legislation on intellectual and industrial property
rights are enforced effectively. The project has established a computer network
between the relevant agencies, courts, and specialty penal law courts in Ankara,
Istanbul and Izmir, to facilitate enforcement of intellectual and industrial rights.
o The “National Judicial Network Project (UYAP)”, implemented by the Ministry of

Law no.5179 dated 27.05.2004 on Adoption by Amendment of Decree-law regarding Food Production,
Consumption and Inspection. (Official Gazette 05.06.2004 / 25483)
6 Regulation dated 16.04.2004 on Procedures and Principles of Establishing, Opening, Operating and Inspecting
Production Facilities of Poultry Meat and Meat Products promulgated by the Ministry of Agriculture and Village
Affairs.
5
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Justice to establish modern technological infrastructure necessary to perform
judicial services fast, reliably, effectively and economically, has made important
progress. The first stage of the National UYAP, which started in 2001, was
completed and the central units of the Ministry of Justice are now automated. The
second phase of the project which involves connecting the field units to the center
is underway.
o The new Penal Code that went into effect on 12 October 2004 repealed the former
Turkish Penal Code of 78 years7.
o Courts of first instance were reorganized, and new legislation was enacted to
establish regional courts of law (appellate courts) as second degree courts of law
between Courts of first instance and the Supreme Court of Appeals8. Necessary
regulations were completed for legal procedures compatible with the duties and
authorities of the regional courts of law planned to be established.
o By a legal act of July 21st, 2004, the judicial holiday was reduced from 45 days to
36 days9.

2.3.

Improving Corporate Tax Regimes and Incentive
Structures to Increase Turkey’s Competitive Strength

One of the most important structural elements of the 3-year economic program on which the
government has embarked is a comprehensive tax reform. The main objectives of the tax reform
are: to fight against an informal economy that destabilizes the competitive environment; to
make the tax system simple, comprehensible and predictable; and to stabilize tax policies.
•

The corporate tax rate which is currently 33% shall be taken down to 30% by a reduction
of 3 points from January 1st, 2005. Thus, Turkey shall get a bit closer to competing
countries in terms of corporate taxation rates.

Turkish Penal Code no.5237 dated 26.09.2004 (Official Gazette 12.10.2004 / 25611)
Law no. 5235 dated 26.09.2004 on Organization, Duties and Authorities of First Instance Courts and Regional
Courts of Law (Official Gazette 07.10.2004 / 25606)
9 Law no.5219 dated 14.07.2004 on Amending Various Laws (Official Gazette 21.07.2004 / 25529)
7

8
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•

Ire land

Corporate Tax Rate s
1 2 ,5 0 %
Portugal

3 3 ,0 0 %

Hungary

1 8 ,0 0 %

Ne w Ze aland

3 3 ,0 0 %

Is land
S witze rland
S lovakia
Norway
S we de n
Finland
S outh Kore a
Aus tralia
D e nmark
Gre at Britain
Luxe mbourg
Cze c h Re publi

1 8 ,0 0 %
2 4 ,1 0 %
2 5 ,0 0 %
2 8 ,0 0 %
2 8 ,0 0 %
2 9 ,0 0 %
2 9 ,7 0 %
3 0 ,0 0 %
3 0 ,0 0 %
3 0 ,0 0 %
3 0 ,4 0 %
3 1 ,0 0 %

Be lgium
Aus tria
Italy
Me xic o
Ne the rlands
Gre e c e
S pain
Franc e
Canada
US A
Ge rmany
Japan

3 4 ,0 0 %
3 4 ,0 0 %
3 4 ,0 0 %
3 4 ,0 0 %
3 4 ,5 0 %
3 5 ,0 0 %
3 5 ,0 0 %
3 5 ,4 0 %
3 6 ,6 0 %
3 9 ,4 0 %
4 0 ,2 0 %
4 0 ,9 0 %

Turke y
Source: OECD

3 3 ,0 0 %

Turkey has double taxation agreements in force with 57 countries. The Turkish double
taxation agreement network continues to be expanded and updated. New agreements with
Iran, Qatar, Thailand, Morocco, Luxembourg, Estonia, Lebanon have been signed in
recent years and these agreements are expected to enter into force soon. Efforts to enlarge
the network of double taxation agreements continue with ongoing negotiations with other
new 17 countries.
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Turkish D o uble Taxatio n Agreements
Signato ry

Effe c tive
Date

Signato ry

Effe c tive
Date

Signato ry

Effe c tive
Date

1

Austria

2 4 .0 9 .1 9 7 3

20

Japan

2 8 .1 2 .1 9 9 4

39

Israe l

2 7 .0 5 .1 9 9 8

2

No rway

3 0 .0 1 .1 9 7 6

21

Hungary

0 9 .1 1 .1 9 9 5

40

Slo vakia

0 2 .1 2 .1 9 9 9

3

So uth Ko re a 2 5 .0 3 .1 9 8 6

22

Kazakhstan

1 8 .1 1 .1 9 9 6

41

Kuwait

1 3 .1 2 .1 9 9 9

4

Jo rdan

0 3 .1 2 .1 9 8 6

23

Mac e do nia

2 8 .1 1 .1 9 9 6

42

Russia

3 1 .1 2 .1 9 9 9

5

Tunisia

2 8 .1 2 .1 9 8 7

24

Albania

2 6 .1 2 .1 9 9 6

43

Indo ne sia

0 6 .0 3 .2 0 0 0

6

Pakistan

0 8 .0 8 .1 9 8 8

25

Alge ria

3 0 .1 2 .1 9 9 6

44

Lithuania

1 7 .0 5 .2 0 0 0

7

Ro mania

1 5 .0 9 .1 9 8 8

26

Mo ngo lia

3 0 .1 2 .1 9 9 6

45

Cro atia

1 8 .0 5 .2 0 0 0

8

Ne the rlands

3 0 .0 9 .1 9 8 8

27

China

3 0 .1 2 .1 9 9 6

46

Mo ldo va

2 8 .0 7 .2 0 0 0

9

Gre at Britain 2 5 .1 0 .1 9 8 8

28

India

3 0 .1 2 .1 9 9 6

47

Singapo re

2 7 .0 8 .2 0 0 1

10

Finland

3 0 .1 2 .1 9 8 8

29

Malaysia

3 1 .1 2 .1 9 9 6

48

Kirghizstan

2 0 .1 2 .2 0 0 1

11

TRNC

3 0 .1 2 .1 9 8 8

30

Egypt

3 1 .1 2 .1 9 9 6

49

Tajikistan

2 6 .1 2 .2 0 0 1

12

Franc e

0 1 .0 7 .1 9 8 9

31

Po land

0 1 .0 4 .1 9 9 7

50

Sudan

1 4 .1 0 .2 0 0 3

13

Ge rmany

3 1 .1 2 .1 9 8 9

32

Turkme nistan 2 4 .0 6 .1 9 9 7

51

Cze c h Re p.

1 6 .1 0 .2 0 0 3

14

S.Arabia

0 9 .0 8 .1 9 9 0

33

Aze rbaijan

0 1 .0 9 .1 9 9 7

52

Spain

1 8 .1 2 .2 0 0 3

15

Swe de n

1 8 .1 1 .1 9 9 0

34

Bulgaria

1 7 .0 9 .1 9 9 7

53

Banglade sh

2 3 .1 2 .2 0 0 3

16

Be lgium

0 8 .1 0 .1 9 9 1

35

Uzbe kistan

3 0 .0 9 .1 9 9 7

54

Latvia

2 3 .1 2 .2 0 0 3

17

De nmark

2 0 .0 6 .1 9 9 3

36

USA

1 9 .1 2 .1 9 9 7

55

Slo ve nia

2 3 .1 2 .2 0 0 3

18

Italy

0 1 .1 2 .1 9 9 3

37

Be larus

2 9 .0 4 .1 9 9 8

56

Gre e c e

0 5 .0 3 .2 0 0 4

19

U.A.E.

2 6 .1 2 .1 9 9 4

38

Ukraine

2 9 .0 4 .1 9 9 8

57

Syria

2 1 .0 8 .2 0 0 4

So urc e : Ministry o f Financ e

•

By new provisions added to the Corporate Tax Law, the scope of corporate tax exceptions
were expanded to reduce the tax burden arising from double taxation on companies with
head offices in Turkey that derive also proceeds from their foreign contributions and
assets. Profits from the foreign contributions and assets of the companies between
31.07.2004 and 31.12.2004 were exempted from the corporate tax provided that they be
transferred to Turkey until 30.06.200510.

•

By the same arrangement the enterprises whose paid capital is at least 100 million $US
(or equivalent foreign currency corresponding to Turkish Liras) where at least 40% of the
capital belongs to persons not in Turkey are allowed to keep their ledgers in a currency
other than Turkish Liras7.

10 Law no.5228 dated 16.07.2004 on Making Amendments on Council of Ministers’ Decree No.178 and on some
Some Laws (Official Gazette 31.07.2004 / 25539)
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•

By a legislation that went into effect on February 6th, 2004 to increase employment and
close the development gap between regions, those entrepreneurs who will invest and
produce in 36 provinces where per capita income is less than 1.500 USD are given
reductions in taxes and insurance premiums, energy support and charge-free lands11. In
this context, the entrepreneurs who invest and currently continue production activities in
the 36 provinces covered are given the follow incentives until December 31st, 2008:
o For businesses started as of 01.10.2003; 100% tax reduction for those established
in the organized industry zones and 80% tax reduction for those established in
other zones where the calculated income tax exceeds the wages of all workers, for
businesses which existed prior to that date, the incentive will apply to the
additional workers recruited for those business places.
o 100% coverage of insurance premiums by the government for all workers in
business places established in organized industry zones; 80% coverage for those
established in other places started as of 01.10.2003; for existing businesses,
additional workers recruited from that date forward also will be covered under this
legislation.
o 20% to 50% of the electrical energy expenses (depending on the number of workers
and place of investment) will be covered by the government for business places
which employ at least ten workers actually and continuously from 01.10.2003, and
for those business places that increase by 20% the number of workers over ten.

Also, in the framework of the said legislation:
o In addition to those 36 provinces, investments made in development priority
regions of any province, which employ at least ten persons for at least five years,
shall be given public lands or land lots free of charge.

2.4.

Harmonizing Standards and Regulations with the
European Union

The customs union established between Turkey and the EU requires that Turkey conforms to
legislation regarding removal of technical barriers to trade and free circulation of goods with the
European Union. As a result, legislation has gone into effect which specifies the duties and
11 Law no.5084 dated 29.01.2004 on Encouraging Investments and Employment and Amending Some Laws (Official
Gazette 06.02.2004 / 25365)
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responsibilities of relevant institutions on enforcing and inspecting the standards. Work on
secondary legislation on these issues is also underway.
•

As of the end of the standard preparation period of 2003-2004, more than 90% of the
standards prepared by Turkish Standards Institute were harmonized with EU Standards.

•

Negotiations between Turkey and the European Commission are also covering issues
related to the assigned certified organizations on standards. Reviews of the technical
competency of candidate certified organizations started in fall 2004. Turkey’s inability to
assign certified organizations poses a significant problem to industrialists. Attempts are
being made to solve the issue in the shortest time possible at the European Union.

2.5.

Increasing Efficiency of Customs, Particularly Import
Procedures and Licensing

IAC members expressed the importance of improving the efficiency of custom procedures,
particularly importation and licensing procedures. This section summarizes progress made in
this area, as well as works underway.
The “Customs Administrations Modernization Project” that is underway to increase the quality
of customs actions and strengthen the fight against contraband goods, vehicles and human
traffic includes the following:
•

Progress has been made on directing controls in high risk areas and accelerating
processes. While the number of customs controls was reduced, their efficiency was
increased and the time to complete an action was shortened. 96.1% of 143.586 export
declarations registered in June 2004 were finished within 24 hours and 76.6% of 161.854
import declarations were finished within 24 hours.

•

The Electronic Data Exchange (EVD) project, implemented as of August 30th, 1999, allows
customs advisors, import-export companies and carrier firms to transfer declaration
information in electronic media. In 2000, the rate of declarations registered by EVD was
7%; this rate went up to 28% in 2001, to 43% in 2002, and to 51% in 2003. In the first half
of 2004, the rate of registration by EVD was 59%.

•

The “simplified procedures” in effect aim to minimize the costs of customs procedures by
reducing the customs wait time for goods, preventing time losses and unnecessary
expenses, and more quickly dispatching industrial inputs into the economy. Legislation
18
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that went into effect on January 23rd, 2004 started a new practice on “Certified Person
Status Certificate12. Accordingly, holders of this certificate may benefit from customs
facilitations such as: regime declaration by registration; simplified control methods;
declaration of incomplete documents and information; ATR circulation document
issuance without requirement of TOBB certification and visa actions; utilization of the
full declaration for common simplified procedures regardless of the nature of goods; lump
sum security system; and partial security system.
•

A new legal amendment modifies the definitions of some terms in the Customs Law,
covering in particular transit regime, economically effective customs regimes, definitions
on the start and end of customs obligations, notification of customs tax and fines,
correction and objection durations, finalization dates of customs taxes and fines. The
amendments in 79 of the 248 articles of the Customs Law have been prepared in
accordance with the norms of European Union, reflect changes in the EU legislation and
bring solutions based on practical experience.

•

Within the same arrangement, the Domestic Processing Permission Certificate shall be
issued by the customs administration from January 1st, 2008. On the other hand, works
are underway to improve the existing legislation on Domestic Processing Regime (DIR).
By the information sharing project which started as a pilot in July 2004, the relevant data
flow instantly between the Undersecretariat of Customs and the Undersecretariat of
Foreign Trade and actions could be completed faster.

2.6.

Strengthening Research and Development Base of the
Country

The IAC members focused on the issue of strengthening the research and development (R&D)
capacity of Turkey to increase the export potential and better benefit from the strong human
resources capacity. According to the findings of the Research and Development Activities Survey
2002, the share of R&D in GDP was 0.67% and the number of R&D personnel per 10.000
fulltime workforce was 13.6.
Strengthening this modest R&D capacity is a matter of priority on the agenda of relevant
institutions and organizations. In this context, the following measures were put into practice:

12

Regulation dated 23.01.2004 on Amending Customs Regulation promulgated by the Undersecretariat of Customs.
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•

Legislation went into effect on July 31st, 2004 that enables the deduction of R&D expenses
from the income/corporate tax base. This new legislation allows taxpayers to deduct 40%
of R&D expenses directed exclusively at new technologies and knowledge from income
declared in their annual statement13.

•

The activities of “Technology Development Financing” which are conducted by the
Turkish Technology Development Foundation (TEGEV) to finance private sector R&D
projects are being continued through resources provided by the Undersecretariats of
Treasury and Foreign Trade. By support obtained in this manner, an activity volume of
250 million USD was created in the private sector R&D works, and more than 80% of
such activities were commercialized to date.

•

In the future, it is contemplated that technologic entrepreneurship will be supported in
the scope of “Information Economy and Innovation Project” and intellectual property
rights would be considered as commercial values and commercialization of R&D outputs
will be supported by TEGEV.

•

Within the scope of VISION 2023 project, which was started to provide support to longterm technology prediction studies to set strategic goals and continued under the
coordination of TUBITAK, the Technology Prediction Project is concluded. Other
subcomponents of the VISION 2023 project, National Technologic Capability and Turkish
Researchers Inventory Projects are expected to be concluded in 2004 and the National
R&D Infrastructure Project in 2005.

•

Works that enhance cooperation between the public, universities and industry are
continued, and by capitalizing on this cooperation, techno parks, innovation centers and
R&D centers are continuously developed which convert knowledge in the public and
universities to economic and social benefits. In this scope, 16 technology development
zones were established as of October 2004 pursuant to the Technology Development
Zones Law which went into effect on July 6th, 2001. This law aims to:
o Create environments conducive to cooperation between universities, research
institutions and organizations and industrial production sectors
o Produce technologic knowledge directed towards increasing the international
competitive power and export capacity of the national industry

Law no.5228 dated 16.07.2004 on Making Amendments on Council of Ministers’ Decree No.178 and on some
Some Laws (Official Gazette 31.07.2004 / 25539)

13
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o Develop innovations in products and production methods
o Increase product quality / standards
o Increase productivity and reduce production costs
o Commercialize

technologic

knowledge

and

support

technology

intensive

production and entrepreneurship.
By a legal amendment on January 2nd, 2004, the following tax incentives were accorded to the
Technology Development Zones Management Company and the firms active in the zone14:
o Profits derived by the management companies for the implementation of
Technology Development Zones Law, and the profits derived by the income and
corporate taxpayers focused on software and R&D activities in the Zone, shall be
exempt from income and corporate taxes until December 31st, 2013.
o Wages of researchers, software and R&D personnel employed in the region shall be
exempt from all taxes until December 31st, 2013.
o Deliverables and services in the form of system management, data management,
work applications, sectoral, Internet, mobile and military command control center
application software produced by the entrepreneurs operating in the Technology
Development Zone during the exemption period of income or corporate taxes shall
also be exempt from the value added tax.
o The management company is exempted from all taxes, duties and charges for all
actions relating to the implementation of the Technology Development Zones Law.
o Provision of land for establishing the zone, construction of infrastructure and
management building and the portion of expenses that could not be covered by the
management company can be covered from the budget of the Ministry of Industry
and Trade.

2.7.
•

Creating an Investment Promotion Capacity
The IAC members pointed out that it is important for the country to establish an
investment promotion capacity that may inform the business world of Turkey’s strengths
and attract new investors to the country. Works directed towards the necessary legislation
were led by the YOIKK Investment Promotion Technical Committee, which indicated the

14

Law no.5035 dated 25.12.2003 on Making Amendments in Some Laws (Official Gazette 02.01.2004 / 25334)
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need to have an institutional structure with the following capabilities to effectively
discharge the function of investment promotion:
o That is based on public-private sector cooperation
o That is empowered to take flexible decisions, expend, and employ personnel and
being a public institution
o And that has adequate and stable financial resources.
However, during the preparation of legislation to establish such an institution, it became
clear that such an institution with the aforementioned elements could not be formed
within the existing rules of the public administration system. Detailed research by the
Technical Committee on many alternative models confirmed this conclusion.
•

YOIKK Technical Committee members, considering the necessity of strengthening
Turkey’s capacity on investment promotion, instead agreed to implement an approach in
the following basis:
o The function relating to foreign direct investments in the Undersecretariat of
Treasury shall be redesigned to reflect the approach of the Technical Committee
and its capacity would be strengthened.
o The annual “foreign direct investment promotion activity plan” to be prepared by
the Undersecretariat of Treasury shall be discussed in the Technical Committee so
that support for its objectives, scope and requirements would be secured from all
relevant institutions.
o Financial resources and personnel shall be provided by the Undersecretariat of
Treasury for the annual activity plan at specified levels and the necessary capacity
shall be created
o Activities in the plan shall be realized in cooperation with the civil society
organizations representing the private sector in the Technical Committee, and
support from all public institutions shall be obtained along the requirements that
may arise
o The activity plan carried out by the Undersecretariat of Treasury shall be evaluated
by the Technical Committee members at the end of one year. Restrictions and
problems that may arise from the institutional structure and relevant legislation
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IAC Progress Report

that may reduce efficiency of activities shall be identified and measures shall be
decided upon to increase efficiency of the institutional capacity necessary for
investment promotion in the next period.
o The members of the Technical Committee accepted the one-year activity plan
period as the transition period in terms of measuring and observing the adequacy
of existing conditions to create an effective institutional capacity for investment
promotion.

2.8.

Improving the Country’s Infrastructure

The IAC members highlighted that development of infrastructure capacity such as transport,
telecommunication and energy in Turkey would significantly contribute to creating an
environment conducive to investment.
The objective of the policies being followed to improve infrastructure capacity in accordance with
the growth dynamic of Turkey overlaps with this suggestion of the IAC. Many investment
projects completed in recent years significantly alleviated the adverse impact of inadequate
infrastructure on the investment environment. Nevertheless, meeting the infrastructure needs in
accordance with the pace of business growth is limited by the size of allocable resources for
public investments. Priority infrastructure needs have been identified for the three key sectors
detailed below.

2.8.1.

Transportation

Preparations are underway for a transport master plan which shall develop strategies to create a
transport infrastructure appropriate for the national economy and social life. Also, preparations
are started on the TINA (Transport Infrastructure Needs Assessment) study which shall identify
transport axles in order to integrate Turkey with the transport networks of the European Union.
Highways maintain their dominance of more than 90% share of cargo and passenger transport
domestically. From the total investment allocation given to the transport sector within the
framework of the 2004 Investment Program, highways received a share of 52%, railways 23%,
pipelines 13%, air transport 9% and maritime 3%.
•

In the Five-Year Plan period that covers 2004-2008, a renewal of 2.470 km of railroad,
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construction of 2.431 km of signalization facilities, 2.555 km of electrification facilities,
manufacture of 2.813 cargo and 50 passenger cars are programmed in order to develop
railway transport infrastructure.
•

The project to connect fast train standards between Ankara-Istanbul is anticipated to
finish soon.
Turkish Railway Network

•

Where technically possible, organized industry zones were connected to the railway
network. Works to establish Land Container Terminals have been accelerated.
Connections were established to Ankara-Sincan and Gaziantep organized industry zones,
and works are underway for Manisa, Kayseri, Eskisehir-Hasanbey organized industry
zones. The Gaziantep Container Terminal is completed and commissioned for service.
Works to establish terminals in Ankara, Balikesir, Konya, Kahramanmaras, Denizli and
Kayseri are underway.

•

The Decision of Higher Planning Council dated June 5th, 2003 arranged the legal
framework that allows the private sector to operate their own vehicles on railways.

•

The infrastructure of the Çanakkale Port was completed in 1999. Construction was started in
2004 for the superstructure facilities project, tendered on the build- operate-transfer model,
to enable one million ton cargo capacity.

•

Works to improve the administrative and institutional structure of Izmir Port and
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conform to the regulations of European Union and International Maritime Organization
(IMO) were completed.
•

The “Turkish Straits Navigation Control System” project that regulates shipping traffic in the
straits was commissioned for service. In 2005, the Traffic Observation Stations construction
shall be tendered out in addition to the Turkish Straits Navigation Control System.

•

Discounts of up to 50% were implemented from August 1st, 2003 in the Turkish ports
tariffs; which were previously higher than those of European Union and Mediterranean
Basin countries in order to better compete with them.
Airports and Airstrips in Turkey

AIRPORTS OPEN TO DOMESTIC AND INTERNATIONAL FLIGHTS
AIRPORTS OPEN TO DOMESTIC AND CHARTERED INTERNATIONAL FLIGHTS
AIRPORTS OPEN TO DOMESTIC FLIGHTS

•

International flight passenger traffic in Turkey in 2004 is expected to reach 33 million,
with an increase of 31% from the previous year. Domestic flight passenger traffic is
expected to reach 13 million passengers, with an annual increase of 43%. The total
passenger traffic in 2004 is expected to reach 46 million passengers, with an annual
increase of 34%. The passenger traffic in 2005 is expected to reach 50.6 million
passengers in total, domestic and international, an increase of 10% from 2004. The airline
traffic is usually concentrated in Ataturk, Antalya, Esenboga, Adnan Menderes, Dalaman,
Bodrum/Milas, Adana and Trabzon airports. It is important for the sector to raise their
service standard through investments to expand capacities of the facilities and modernize
air traffic control services in the Turkish air space. In this line:
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o A supplemental facility to the Ataturk Airport International Flights Building was
constructed and the capacity of 14 million passengers per annum was raised to 20
million on May 7th, 2004.
o Expansion of the Antalya Airport International Terminal and the Dalaman Airport
International Terminal, each with 5 million passenger capacity, shall be
commissioned in 2005. Also, with new terminals to be completed in 2006, the
Esenboga (Ankara) Airport shall have a passenger capacity of 10 million and the
Izmir Adnan Menderes Airport 5 million.
o The GAP International Airport with 2.5 million passenger capacity shall be
completed and commissioned in 2007 to serve the developing economy of the
Southern Anatolia Project.
•

An important reduction in airliner costs and price levels was made possible by rescinding
the special consumption tax on aircraft fuel. Accordingly, four firms started domestic
operations in the last two years to meet the increasing demand. New firms are expected in
the market in 2005.

•

The existing capacity of THY fleet with 74 aircraft and 12.147 seats shall be expanded by
51 aircraft to be delivered in 2005 with the contract signed earlier.

•

It is expected that 94% of intercity passenger transport and 90% of cargo transport shall
be made by highways in 2004. Rapid expansion and enhancement of the highway
infrastructure, which is so intensively on demand, is extremely important for safe and
economic conduct of domestic transport. In this context:
o The 2004 Program includes a Highway Sector Support Project which seeks to
harmonize regulations with the European Union for personnel training and
reinforcing traffic inspections.
o By the end of 2004, the total length of highways will reach 1.940 km by
commissioning 48 km of highways and connection roads in the year.
o The works of divided highway construction started as of the end of 2002 are
continuing rapidly in order to ensure a safe, economic and accessible highway
transport as needed by the country. In this context, road segments with inadequate
capacity (or soon to be inadequate) were identified and priority was placed on
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completing 5.600 km of the total 15.000 km of divided highway. In 2003, 158
projects were worked on and 1.600 km of divided highway was completed and
commissioned for service.
o At the end of 2002, the total length of divided highways in Turkey was 3.859 km.
The projects in 2003 added almost 50% to that previous total. In 2004, a total of
3.000 km of divided highway was worked on in various regions by this approach.
As of September 2004, 1.000 km of these routes were completed and it is expected
that the completion should be over 2.000 km by the end of the year. In 2005, a
total of 3.000 km of divided highways will be completed.
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State Highways and Targeted Network
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2.8.2.
•

Telecommunications

The Turkish information and communications technologies (ICT) market reached
in 2003 a volume of 10.3 billion USD, with a growth rate of 12% from the
previous year. It is expected that the growth will be around 16% in 2004 and
reach a size of 11.9 billion USD. In 2004, about 9.6 billion USD of the market is
comprised of the telecommunications sector while the remaining 2.3 billion USD
is comprised of information technologies. In 2005, it is forecast that the ICT
market will reach 13.8 billion USD by a growth of 15.6% due to increasing public
and private investment in information technologies, full liberalization of the
telecommunications market, and the diversification and spread of electronic
communication services.

•

Works to prepare the Electronic Communications Law under the coordination of
the Ministry of Transport have been completed and the draft bill is transmitted to
relevant parties for opinion. A large part of secondary regulations needed in the
communications sector have been completed and the works relating to
shortcomings in harmonization with the New Regulatory Framework of the
European Union in the telecommunications field are carried out by the
Telecommunications Authority.

•

As of September 2004, 89 Secondary Type Telecommunications Licenses were
issued with the following breakdown: 23 for satellite communications services, 3
for satellite platform services, 7 for GMPCS mobile telephone services, 12 for data
transmission over ground lines services, 40 for long distance telephone services,
4 for common user radio services. Also, general permissions were granted to 110
Internet services providers.

•

An important distance was covered on the broadband access by digital subscriber
lines (xDSL – ADSL etc) commissioned in 2004 by Turkish Telecom, and the
number of DSL users reached 137.000 as of June 2004. That the DSL is not
adequately spread, low speed in alternative Internet access methods and
relatively high price compared to purchasing power are significant reasons that
restrict the market growth.
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•

As specified in the legislation that went into effect on January 29th, 2000, the
monopoly of Turkish Telecom on voice and related infrastructure ended at the
beginning of 200415. As of this date, all telecommunications services may be
offered by all private entrepreneurs authorized in the relevant service field in free
competition. The Telecommunications Authority started to grant authorizations
on voice transmission in May 2004 and as of September 2004, 40 operators were
issued long distance telephone services licenses.

•

Turkish Telecom is realizing information system projects of approximately 100
million USD with purposes of quality and efficiency. Within this context, the
foreign Internet access capacity was increased by 200%, the underwater fiber
optic cable project between Istanbul-Italy takes the foreign Internet access
capacity to 1.4 Terabyte.

•

By the data center services provided by Turkish Telecom to public institutions,
SMEs, municipalities and similar organizations, these organizations shall have up
to 60% savings in their data costs and operating expenses.

•

By the legislation that went into effect on July 2nd, 2004, the TURKSAT Satellite
Communications and Operation Co.Inc. was established and the satellite services
which used to be provided by Turkish Telecom are now being provided by this
company16. Also, satellite usage fees were reduced by 30% to allow the present
satellites to work with full capacity. Thus, the satellites with idle capacity have
had new users and their capacity utilization has gone up.

2.8.3.
•

Energy

Significant steps were taken in legislative framework in the direction of
liberalization of the electric energy market to ensure more active participation of
the private sector in electric energy. Secondary legislation works relating to
Electric Market Law which went into effect on March 3rd, 2001 are mostly
completed. The Regulation on Balancing and Settlement, the Regulation on
Demand Forecasts, the Regulation on Supply Reliability and Quality, and the

Law no.4502 dated 27.01.2000 (Official Gazette 29.01.2000 / 23948)
Law no. 5189 dated 16.06.2004 on Making Amendments in Some Laws (Official Gazette 02.07.2004 /
25510)

15

16
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Measurement Regulation which have not yet been completed and are important
in the operation of the free market are still being worked on.
•

No serious progress was made in giving functionality of a competitive free market
as specified by the Electric Market Law, and at the present stage, considering the
difficulty of transition to the aspired market structure, the Electric Energy Sector
Reform and Privatization Strategy Document which contemplates a certain
transition period was published on March 17th, 2004 as the Decision of the
Higher Planning Council. The Strategy Document defined the steps necessary to
create the ultimate goal of a free market established a calendar for steps.
According to the Document:
o The electric distribution system shall be restructured as 21 regions
o Public electric production assets shall be made into portfolio production
companies
o A cost-based tariff shall be implemented, however during the first period
of implementation a price equalizing mechanism shall be established to
sell electricity to the same groups at the same price across the country
o Distribution regions shall be privatized in 2005-2006
o Privatization of production assets shall be started in July 2006 when the
market management system is to be operational.

•

A “Law on Renewable Energy Resources Draft Bill” was prepared by the
participation of all relevant public institutions and civil society organizations to
encourage and support renewable energy resources in Turkey. By the enactment
of the Draft Bill, it shall be possible to spread renewable resources, get them into
economy, increase resource diversity, reduce emissions, evaluate wastes, protect
environment, develop infrastructural means.
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2.9.
•

Investing Further in Education and Training
Schooling rates in Turkey in the academic year 2003-2004 reached 12.5% for preschool, 96.1% for primary education, 96.1% secondary education with 30.3% in
vocational technical education and 66.1% general high school, and 36.8% in
higher education.
Number of Students and Schooling Rates by Education Stages
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•

The direct positive impact of increasing the quality of human resources capacity
in Turkey on the investment environment in the country requires that serious
measures should be taken in this field. Accordingly, the Ministry of National
Education which is responsible for education policy of the country takes on one
hand various measures and aims to increase the quality of education
infrastructure, and on the other, plans to meet at international standards the
education needs of the population which is increasing by 2% annually.

•

Despite limited budgetary means in Turkey, increase in recent years in resources
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allocated to education is a good indicator of importance accorded to education.
The amount reserved to the Ministry of National Education from the general
budget was increased by 31.4% in 2003 compared to the previous year, and by
26.3% in 2004. The share that the Ministry receives from the consolidated budget
was 6.91% in 2003, and increased to 8.54% in 2004. The share of the Ministry
from the budget constituted 2.85% of the GDP in 2003 and 3.06% of the GDP in
2004. Education has become in 2004 for the first time the highest share from the
budget.
•

With resources of the general budget and provincial special administrations in
2004, 1.642 education buildings and 18.253 classrooms were completed and an
additional capacity for 536.200 students was provided. In addition to that, as a
result of the legislation providing tax allowance that went into effect on April 24th,
200317 protocols were signed for construction of 404 new schools and 188 annex
buildings for a total of 7.027 classrooms, repairs of 149 schools and equipment
for 1999 schools and provision of 191 thousand m2 land.

•

Works are underway for a structure in which the education period in secondary
schools is increased to 4 years, types and load of lessons are reduced, the 9th
grade is arranged as common general culture lessons in general and vocational
secondary education, students are allowed to switch vertically and horizontally
between programs, modular based education is installed in vocational education
on the basis of broad vocational fields and specialization shall be given in later
education stages.

•

Works on setting the compulsory education duration at 12 years in accordance
with the EU and OECD norms are being conducted diligently.

•

As of the 2003-2004 period, the number of institutions for tertiary education has
increased in a limited way. The number of universities went up to 77 from 76,
with 53 being state universities, and faculties from 551 to 573 and vocational
colleges from 446 to 469, institutes from 207 to 215 and no changes in the
number of colleges that is 175.

Law no.4842 dated 09.04.2003 on Making Amendments in Some Laws (Official Gazette 24.04.2003 /
25088)

17
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•

In the academic year 2003-2004, the number of professors went up by 5.27%
with respect to the previous period and reached 29.075, and the number of
instructors went up by 3.95% to 77.065. On the other hand, the total number of
students went up by 2.76% to 1.946.442 and the number of formal students went
up by 5.02% to 1.294.172. In this context, the number of students in formal
education per professor went down to 44.5, and the number of students in formal
education per instructor went down to 16.8 which brought about a limited
improvement.

•

In accordance with the goal of training qualified intermediate labor and raising
the share of vocational training in higher education to 30%, a quota of 193.504
students were given to vocational colleges in the academic year 2004-2005
within the transition without examination and at the first stage 115.422 students
were placed.

2.10.

Securing the Availability of Land for Investments

It is possible to group into three the regions determined as investment areas by legal
regulations: Industrial Zones that are designed for basically large scale investments;
Technology Development Zones that are created for high technology investments; and
Organized Industry Zones and Small Industry Sites for other investments.
•

Industrial Zones
o The Industrial Zones Law that went into effect on January 19th, 2002 aims
to allocate space to domestic and foreign investors, encourage
investments, direct the savings of Turkish citizens working abroad to
investments in Turkey and increase entry of direct foreign investments.
Within the relevant legislation, requests from investors for establishing
industrial zones are assessed, the lands earmarked for approved requests
are expropriated by the Treasury or allocated by the Ministry of Finance to
be used as an industrial zone. The Industrial Zones Law was amended by a
new legislation which went into effect on July 1st, 2004 to smooth
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discrepancies in practice and make the measures on provision of
investment site effective18.
o According to the Law, the land announced as industrial zone may be
expropriated upon approval of the Ministry of Industry and Trade,
provided that the price be paid by the investor. The right of servitude on
the said immovable property may be established in favor of the investors
for the duration stated in the contract by price if the price for the
expropriated land is paid by the Ministry of Industry and Trade, or without
price if the expropriation is paid by the investors.
o It is possible that the Council of Ministers may allocate as an individual
investment site those areas approved by the Ministry of Industry and
Trade upon the application of native and/or foreign real or legal persons
investing, in order to realize an individual industrial investment that has
characteristics specified in the Industrial Zones Law.
o If either the “EIA affirmative decision” or “EIA not required” decision is
given for the investments to be made in the industrial zones, the relevant
institutions grant all permissions, approvals and licenses including the
right of servitude within fifteen days with no further procedures. All
actions including the EIA report are completed within three months.
•

Technology Development Zones (TDZ)
o The Technology Development Zones Law that went into effect on July 6th,
2001 as an arrangement to support research and development activities
that constitute resource for developing innovations in production aims to
create special investment areas for high technology investments. As noted
before, the legislation dated January 2nd, 2004 provides significant tax
advantages to firms which operate in the TDZ19.
o Within the scope of the said legal arrangement which also includes
provisions on allocation of investment spaces for high technology

Law no.5195 dated 22.06.2004 on Making Amendments in Industrial Zones Law (Official Gazette
01.07.2004 / 25509)
19 Law no.5035 dated 25.12.2003 on Making Amendments in Some Laws (Official Gazette 02.01.2004 /
25334)
18
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investments, 16 TDZs were established to date. The following seven of the
TDZs granted establishment permission commenced operations as of
August 4th, 2004:
1. METU Technocity Technology Development Zone
2. TUBİTAK Marmara Research Center Technopark
3. Izmir Technology Development Zone
4. Ankara Technology Development Zone
5. Gebze Organized Industry Zone Technopark Technology Development
Zone
6. Hacettepe University Technology Development Zone
7. ITU Bee Technocity Technology Development Zone
•

Organized Industrial Zones and Small Industry Sites
o Organized Industrial Zones (OIZs) are goods and services production
areas which are created by equipping appropriate areas with necessary
infrastructure services and other facilities as needed, and are allocated and
operated in order to structure manufacturing industry investments.
Organize d Indus trial Zo ne s in Turke y

Organize d Industrial Zo ne

Number

Area
Area no t
Allo cate d to Allo cated To tal Area
Investo rs to Investo rs
(ha)
(ha)
(ha)

Completed and commissioned

76

11.153

1.881

13.034

Pla cement and infrastructure
works continuing

149

4.230

4.657

8.887

Site selection works continuing

58

26.011

Source: Ministry of Industry and Trade

OIZs are established by the approval of the Ministry of Industry and Trade
in appropriate places. There are 76 OIZs in 54 provinces in Turkey for
which site selection, expropriation actions and infrastructure have been
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completed. 99 of the 207 OIZs which are underway at various stages in
various provinces of Turkey are expected to be completed in the
framework of the 2004 investment program.
•

The Ministry of Industry and Trade provides important facilities for small
industry sites which are created to meet site requests of small industrialists and
tradesmen. It is possible to allocate lands for such structures as well as all
infrastructure and up to 70% of the superstructure may be supported by credits
with convenient terms. There are 372 small industry sites completed and in
operation in Turkey. Thirteen new small industry sites included in the 2004
investment program are expected to commence operations by the end of the year.

•

Significant measures have been taken

recently to facilitate land and site

provision for investments:
o Within the scope of the legislation that went into effect on February 6th,
2004, previously unallocated sites in organized industrial zones were
started to be allocated to investors free of charge20.
o Following the enactment of the legislation a total of 3.054 applications for
site allocation were made, with 2.010 for OIZs not yet completed. Sites
were allocated for 829 of those applications. Requests for free investment
sites in organized industrial zones are concentrated mostly in Western
Black Sea and Central Anatolian Regions. There are applications to benefit
from the said means in Central Anatolia, Eastern and Southeast Anatolia
and investments which have been allocated lands.
o A total of 45 immovable with 13.035.853 m2 were transferred to investors
free of charge by the Ministry of Finance to get the immovable of Treasury
to the economy.

20 Law no.5084 dated 29.01.2004 on Encouraging Investments and Employment and Making mendments
in Some Laws (Official Gazette 06.02.2004 / 25365)
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Provision of Land in the QIZs Within the Framework of Law no 5084

KIRKLARELI
EDIRNE
TEKIRDAG

ISTANBUL
KOCAELI
YALOVA

CANAKKALE

BURSA

7
15 4
14

6

BOLU

12

SAKARYA

29

ARTVIN

12
1

26

5

BALIKESIR

ESKISEHIR

ANKARA

7

KUTAHYA

36

34

IZMIR

2

4

KONYA
AYDIN

ISPARTA

BURDUR

14

5

3
27

ICEL

Provinces where Free Land lots are Provided in
Organized Industrial Zones
1
CORUM
2
ELAZIG
3
KAHRAMANMARAS
4
KARABUK
5
KARAMAN
6
KASTAMONU
7
KIRIKKALE
8
KILIS
9
NEVSEHIR
10
NIGDE
11
RIZE
12
SAMSUN
13
TRABZON
14
TUNCELI
15
ZONGULDAK

GAZIANTEP

8

21

9

16
3
10

25
11

2
13

1

ADANA
ANTALYA

6

15
23

KAYSERI

10

DENIZLI
MUGLA

9

18
30

22

MANISA

17

33

BILECIK

11

13

31

8
24

28
32

20

35
19

HATAY

Provinces where Free Landlots are Provided in
Organized Industrial Zones along with Tax, Insurance
Premium and Energy Support
1
ADIYAMAN
19
HAKKARI
2
AFYON
20
IGDIR
3
AGRI
21
KARS
4
AKSARAY
22
KIRSEHIR
5
AMASYA
23
MALATYA
6
ARDAHAN
24
MARDIN
7
BARTIN
25
MUS
8
BATMAN
26
ORDU
9
BAYBURT
27
OSMANIYE
10
BINGOL
28
SIIRT
11
BITLIS
29
SINOP
12
CANKIRI
30
SIVAS
13
DIYARBAKIR
31
SANLIURFA
14
DUZCE
32
SIRNAK
15
ERZINCAN
33
TOKAT
16
ERZURUM
34
USAK
17
GIRESUN
35
VAN
18
GUMUSHANE 36
YOZGAT

o 750 immovable determined by the Ministry of Finance to be utilized in the
same scope are announced in the website www.milliemlak.gov.tr.
o A total of immovable of 7.491.740 m2 were sold for the purposes of
organized industrial zones, 126.250 m2 to cooperatives for small industry
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sites, 58.548 m2 to public institutions and organizations for establishing
small industry sites in 2004. As of 2004, 11 tourism investors were given
the right of usufruct to 376.245,17 m2 for tourism purposes.
•

Relevant organizations are working on various projects to determine the
inventory of available land in Turkey and map the geographic distribution of
industry, which are both important for site allocation for investments.


By the “Turkey Land Resources Study and Database Project” which
shall be implemented by the Ministry of Agriculture and Village Affairs
between 2005-2007 in order to create updated databases for planning
land use, it will be possible to obtain up to date and sound information
on land characteristics and land use status, equip the investors with the
capability of making sound plans.



Within the scope of the “Industry Information System Project” which is
launched by the Ministry of Industry and Trade and planned to be
finished in two years, an industry inventory of Turkey shall be drawn
up and the data shall be recorded into digital maps and offered to the
access of all sections of the society on the Internet.

•

The IEICC Investment Site Technical Committee which continues its work, by the
participation of all relevant public institutions and civil society organizations
representing the private sector, to seek solutions to the problems faced by the
investors on land and site provision for investments, follows up developments on
the following issues:
o Shortening the planning and approval process, revision works underway
on the Zoning Law in order to ensure integrity of planning and harmony
between lower/upper scale plans
o Inventory works started to identify existing problems by the relevant
institutions and organizations regarding land use
o Creating a databank on the basis of provinces regarding land use decisions
o Completion of land cadastre works
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o Joint works underway between the Ministry of Industry and Trade and the
Ministry of Public Works and Housing on preparing investment zone maps
o Works underway in the scope of revision of the Zoning Law on
determination of strategic industry zones
o Analyzing existing industry facilities in terms of legislation and evaluating
the issue of conversion in the scope of revision of the Zoning Law
o Drawing up inventories of organized industrial zones and investigating
reasons why empty ones are not on demand.
•

Within the framework of the works by the Technical Committee, legislation
improvements are underway to reduce unnecessary administrative actions that
arise due to demands of repeated information and documents by different
institutions in acquisition of land and site. In this scope, the legislation that went
into effect reduced bureaucratic actions by assigning the administration of
meadows, pastures and grasslands under one single institution, and delegating
the authority and responsibility of making long term plans on pastures to field
units21.

2.11.

Protecting Intellectual Property Rights

The IAC members expressed the problems caused by the inadequacy of the existing
regime in Turkey in protecting intellectual property rights and stressed the importance
of measures to solve the problems for the investors. In this field, important progress was
made by the works conducted by the relevant institutions, and the continuing works
should provide considerable solutions to the problems noted by the IAC members.
In this context:
•

The amendments made to the Intellectual and Art Works Law on March 12th,
2003 considering the dynamic nature of the intellectual property rights, relevant
international conventions, EU acquis and sectoral demands aim to remedy
problems experienced between the users and the professional associations

Law no.5178 dated 27.05.2004 regarding Amendments to Pasture Law and Some Laws (Official Gazette
08.06.2004 / 25486)

21
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representing the producer sectors on the issue of products subject to intellectual
property protected by the Law and preventing piracy22.
•

The said legislation has major importance in that Turkey complies fully with
obligations arising from international agreements as well as it includes effective
mechanisms and measures to fight piracy.

•

New regulations brought the legislation on intellectual property to the same level
with the legislation of developed countries and provided significant effectiveness
to sanctions by inspections and controls for fighting piracy. From the effective
date of the amendment, a total of 1.048.832 CDs, 365.231 VCDs, 24.065 DVDs,
35.008 books and 23.801 tape cassettes were captured.

•

The legislation that ensures protection of Integrated Circuitry Topographies at
international standards went into effect on April 30th, 200423.

•

Turkey had become a signatory on April 14th, 2004 to the Brands Law Agreement
which aims to harmonize brand actions with the world practice and simplify
administrative actions24.The said legislation aims to harmonize documents and
actions required by the brand application, registration and registration offices,
reduce the number of documents and filing burden and reduce the document
completion process and expenses.

•

The legislation regarding the participation of Turkey in the Hague Agreement on
International Registration of Industrial Designs (Geneva Text) went into effect
on April 14th, 200425.

•

Basic legislation on protecting intellectual property rights is mostly completed as
well as the works on secondary legislation are continuing speedily.

22 Law no.5101 dated 03.03.2004 on Making Amendments in Various Laws (Official Gazette 12.03.2004 /
25400)
23 Law no.5147 dated 22.04.2004 on Protecting Integrated Circuitry Topographies (Official Gazette
30.04.2004 / 25448)
24 Law no.5118 dated 07.04.2004 on Ratification of Participation in Brands Law (Official Gazette
14.04.2004 / 25433)
25 Law no.5117 dated 07.04.2004 on Ratification of Participation in Geneva Text of Hague Agreement on
International Registration of Industrial Designs (Official Gazette 14.04.2004 / 25433)
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•

Efforts by the Ministry of Culture and Tourism to raise the public awareness on
not to purchasing pirated intellectual and art works are continuing in the scope
of strengthening intellectual property rights.

There are significant studies underway in addition to the concluded legislation on
intellectual property rights:
•

Legislative works on establishing the Turkish Association of Patent and Brand
Representatives are underway.

•

Legislative works are underway to establish the “Intellectual Rights Authority”
contemplated to enforce rules effectively in the field of intellectual property rights
and conduct all actions relating to such rights.

•

In the drugs sector, works are underway to implement data protection.

•

Revision works are underway on legislation in the scope of updating industrial
rights legislation.

2.12.

Strengthening Small and Medium Scale Enterprises (SMEs)
in the Overall Supply Chain of the Economy

Another important issue expressed by the IAC members is strengthening SMEs and
improving functions in the supply chain within a program.
The number of enterprises in Turkey is 1.720.598 according to the provisional results of
industry and business place census in 2002. The so-called micro scale enterprises which
employ 1-9 employees make up 94.4% of all undertakings, small scale enterprises that
employ 10-49 employees make up 3.1%, those employing 50-150 employees make up
0.4%, those employing 151-250 employees 0.08% and those employing more than 251
employees make up 0.11%.
Support services for SMEs in Turkey are provided by the Presidency of Small and
Medium Scale Enterprises Development and Support (KOSGEB). KOSGEB makes
important contributions to strengthening SMEs by various support instruments it
develops in financing, R&D, common use opportunities, market research, investment
site, marketing, export and training. In this context, it provides:
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•

Support for solving problems of SMEs related to credits and guarantees by
infrastructures and systems developed

•

Information and guidance support for SMEs to benefit adequately from
alternative financing instruments

•

Financing support with no payback to enterprises for obtaining patents, utility
model certificates or industrial design registration certificate

•

Common use of machinery and equipment which SMEs that operate in the same
field could not acquire alone by establishing Common Use Workshops (ORTKA),
Common Use Laboratories (ORTLAB), and Common Use Training Centers
(ORTEM) with the machinery-equipment support with no-interest payback
provided to undertakings and professional organizations

•

Financing support with no payback to professional organizations to have local
economic research conducted

•

Financing support with no payback to undertakings to employ qualified staff who
graduated from colleges to raise technological level

•

Financing support with no payback to implementation of superstructure projects
for production and R&D buildings to be constructed by professional
organizations and/or enterprises and entrepreneurs included in Organized
Industry Zones, Industrial Zones and Technology Development Zones, and to
implementation projects of infra- and superstructure for Small Industry Sites
Construction Cooperatives

•

Financing support with no payback to step-by-step e-commerce, equipment,
communications,

service,

presentation,

software,

software

development

consulting and promotion within the scope of Information Networks and eBusiness Support
•

Supports with payback and consulting services to enterprises on expenses
relating to materials, equipment and prototype production and raw material
supply for trial purposes, quality improvement, technological equipment
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•

Financing support with no payback for foreign market research handled by
businesses, sectoral organizations or professional organizations within a work
plan

•

Financing support with no payback for participation in and trips to fairs and
permanent displays and international industry specialty exhibitions (KOSGEB
organizes business trips to selected countries on the basis of target market and
product / product groups annually directed to exportation.)

•

Training programs organized for providing opportunities to acquire information
and skills of quality compatible with professional standards to the labor
employed by enterprises who will implement new and advanced technologies,
and free participation in such training.

Support to SMEs through KOSGEB was 7 trillion TL in 2002; went up to 123 trillion TL
in 2003; and reached 52.4 trillion TL in the first eight months of 2004.
A visible increase was recorded in the R&D support to SMEs provided by the
Undersecretariat of Foreign Trade via the Turkish Technology Development Foundation
and support for participation in foreign fairs. In 2001 the state aid for export was 62.8
trillion TL, went up to 89.8 trillion TL in 2002, 149.7 trillion TL in 2003 and reached
99.7 trillion TL in the first seven months of 2004.
While on one hand the support elements increased the contribution of SMEs to the
national economy, various activities to develop the existing SME support system are also
carried out. In this respect, significant progress was made in the scope of works carried
out by institutions along the proposal of the IAC:
•

Restructuring works started on January 27th, 2003 to improve effectiveness of
KOSGEB were completed and implemented.

•

Eight types of support to SMEs were increased to 38 support types under 22 main
headings.

•

Bureaucratic actions were streamlined in the procedure for supports, and the
number of documents required in applications was reduced from 48 to 5.
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•

By protocols signed between KOSGEB and Halkbank and Vakifbank, low interest
and long term credits were offered and the Decree on the said arrangement went
into effect on April 4th, 2004.

•

The KOSGEB Strategic Plan Draft that covers 2004-2006 was prepared and
works to submit to the Executive Committee were brought to the final stage and
program objectives were determined in this context.

•

The “SME Definition Law Draft Bill” prepared by the Ministry of Industry and
Trade was transmitted to the Prime Ministry. This regulation makes a single SME
definition in harmony with the European Union acquis, this definition of SME
shall be applied to legislation and programs of all institutions and organizations
which include such terms as Medium Scale Enterprise, Small Scale Enterprise or
Micro Enterprise.

•

Works on opportunities provided to SMEs, on rendering such opportunities more
beneficial and research relating to benefiting from the EU funds are underway.

•

Works to investigate programs that allow matching of domestic and foreign SMEs
are started.

•

Works are underway to transfer the supports provided by KOSGEB to SMEs over
to Chambers/Exchanges members to TOBB and to local members to TESK
gradually.

•

Works are underway to make common the use of funds from the Credit
Guarantee Fund Co.Inc. and provide credit securities for SME loans from the
Credit Guarantee Fund Co.Inc.

•

A working group was established under the lead of the Ministry of Industry and
Trade in order to identify problems that keep down effectiveness arising from
legislation and administrative actions and discuss the solution proposals for such
problem areas.

2.13.

Accelerating the Privatization Program

Since 1985 when the privatization practice started, public shares in 241 organizations,
22 semi-complete facilities, 6 immovable, 4 electric power plants, 6 highways, 2
Bosporus bridges, 29 facilities and 1 service unit were included in the scope of
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privatization and turned over to the Privatization Administration. Sale/transfer actions
of stock shares or assets were done in 176 organizations among them and 164 of them no
longer have public shares.
Privatization Proceeds(1)
(million USD)
1986-2002

2003

2004(2)

Total

Block Sale

3 511

13

256

3 780

Plant/Asset Sales

744

119

534

1 398

Public Offering

1 642

0

0

1 642

International Institutional
Offering

1 026

0

0

1 026

Sale in Istanbul Stock
Exchange

764

37

0

801

Sale of Semi-Complete
Facilities

4

0

0

4

Paid Transfers

300

3

15

317

TOTAL

7 993

172

805

8 969

Source: Privatization Administration

(1) Proceeds are the sales prices and include credit sales.
(2) Covers January-August.

Public shares still exist in 12 other organizations where partial privatization actions were
realized in the form of block sale, public offering, international offering, sale at Istanbul
Stock Exchange or asset sales. Of the semi-complete facilities included in the
privatization scope, 16 were sold or transfer on the book value. Public share in 23
organizations, 4 electric power plants and 4 immovable were taken out of the
privatization scope for various purposes and returned to their previous status, and
currently there are 35 organizations in the privatization scope. In 24 of these
organizations, the public share is 50% or above.
•

Approximately 9 billion USD of privatization proceeds except dividends were
obtained from the start of privatization practice until the end of August 2004.
When GSM license fees are included, the total amount of resources derived from
privatizations adds up to 12.5 billion USD.

•

In 2003, a total worth of 171.6 million USD privatization sales/transfers was
realized.

•

Implementation of the privatization program constitutes the most important
element of the economic program carried out. In this context, efforts are made to
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stick to the privatization calendar announced at the beginning of 2004. In the
January-August 2004 period, the total of privatization practice approved for
sale/transfer or contract signed is 1.1 billion USD. In the same period, the total of
privatization practice completed but going through legal process is 1.3 billion
USD. Almost all of the privatization tenders planned for the first half of 2004
were realized.
•

While the works are underway to privatize the large scale in the scope, the
necessities of legal problems arising cause the process to take longer.

•

1.64% in 1991 and 30.7% in 2000 of Turkish Petroleum Refineries Inc. (TUPRAS)
were publicly offered in the markets inside and outside the country. In the tender
process realized to privatize the public shares of 65.76 in the company by block
sale, the highest bid was 1.302 million USD from the Efremov Kautschuk Gmbh.
The decision which was permitted by the Competition Authority and submitted
by the Privatization Administration to the Privatization Higher Board was
approved. However, during the contract negotiations with the buyer Efremov
Kautschuk Gmbh, the Turkish Petrochemical Rubber Workers Union (Petrol-Is)
launched a lawsuit to cancel and suspend the decision relating to the tender
result of the block sale of public shares in TUPRAS, and the court cancelled the
transaction. Legal process regarding the tender is still ongoing.

•

The tender process for another large scale organization, Petrochemical Holding
Inc. (PETKIM), was started on January 20th, 2003 and Standart Kimya Petrol,
Dogalgaz San. ve Tic. A.Ş. won the tender. However, when the buyer firm failed to
fulfill its obligations within time limits allowed by the Privatization Higher Board,
the tender was cancelled and the provisional security letter of 10 million USD was
cashed. 17 firms were invited to a tender by invitation on July 15th, 2004 to
privatize by block sale the share of Privatization Administration corresponding to
88.86% of PETKIM. As of August 9th, 2004, the deadline for bids, 11
consortia/firms submitted bids. The Finans Yatirim Menkul Degerler A.S. was
ranked first as a result of the evaluation by technique-prices among the firms.
The said firms are being invited to negotiations for the contract.

•

Market demand analysis studies were completed for privatization of another
large scale organization, Turkish Telecom Inc. (TTAS) and the Decree of the
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Council of Ministers set out the new sale strategy on November 13th, 2003.
Pursuant to this Decree, at least 51% of the shares of the company shall be sold in
block and following the block sale the remaining shares shall be offered to the
public in a process to be determined by the Council of Ministers. However, with
the Decree of Council of Ministers no.2004/7931 promulgated in the Official
Gazette of 15 October 2004, the amount of shares to be sold in block was
increased to 55% and the tender announcement was to be made by the end of
2004. Prior to the tender relating to the block sale of Turkish Telecom shares, an
information process was initiated to inform the potential investors on the legal,
operational and financial state of the company and the sales process and consult
their views on the privatization process, and this process was completed on July
31st, 2004. Also, the legislation which went to effect on July 2nd, 2004 repealed
the provision of the Telegraph and Telephone Law which restricts the amount of
shares that could be sold to foreigners to 45%26.
•

The High Planning Council

decision no.2004/3 dated March 17th, 2004

determined the reform and privatization strategy for the electric energy sector.
Within this strategy Turkish Electric Distribution Inc. (TEDAS) was included in
the scope and program of privatization on April 2nd, 2004 and it is planned that
the tender process will be started for distribution companies / regions by March
31st, 2005, the privatization of electricity distribution will

be completed by

December 31st, 2006 and the process of privatizing generation facilities will be
started by July 1st, 2006.
•

Necessary applications were filed to the Capital Markets Board for public offering
of the Turkish Airlines (THY) and it is expected that THY shares will be offered
to the public by the end of 2004. Tenders will be announced for privatization of
Cigarette Industry Enterprises and Trade Inc. of TEKEL’s affiliated partnership
before the end of 2004, and for the National Lottery after completing the legal
infrastructure works.

26 Law no.5189 dated 16.06.2004 on Making Amendments in Various Laws (Official Gazette 02.07.2004 /
25510)
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