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The most important characteristic of Turkey which should be taken into
consideration in the context of its stamp duty application is the fact that it is
a developing country which has, in the process of development, been tackling
three fundamental problems:

- togenerate a sufficient level of savings to meet the investment
requirements for development;

- tomaintain internal price stability so that the process of steady growth
is not endangered by inflationary pressures;

- to maintain close surveillance over its balance of payments in view of
the limited volume of available foreign exchange earnings.

In fact,the stamp duty legislation in Turkey should be viewed as an
instrument which has been introduced and is preserved as an integral part of
these policy considerations.

In this context, the stamp duty scheme,

- helps facilitate the implementation and increase the effectiveness of a
selective import regime;

- provides the Government with some flexibility in the implementation of
its policies in case it cannot easily and quickly revise and restructure
its foreign trade régime as and when cyclical changes occur in its
balance-of-payments situation;

-is a fiscal measure to generate budgetary revenues.

Therefore, the Turkish Stamp Duty should not necessarily be considered as
an obstacle to increasing access by contracting parties to Turkey's domestic
markets, but rather as an instrument for balanced economic development.
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In conformity with the world economic conditions Turkey continued
facing a serious slowdown in its economic activity and a deterioration in
its balance-of-payments situation. A major problem has been to secure the
necessary means to finance imports needed mostly for its development
purposes. Experts could cover only part of the imports set forth in the
annual programmes under the five-year development plans.

Althouh the measures which had been taken have had some positive
effects on external trade, 1978 was a year when price increases were higher
than in previous years and balance-of-payments difficulties exceedingly
serious.

The total value of imports which was programmed as $20.3 billion for
the Third Five-Year Development Plan period (1973-1977) reached the level
of $22.5 billion. The average annual increase during the said period was
approximately 30 per cent. The target set forth for exports of $10 billion
in the Third Five-Year Plan could not be realized and the total value of
exports of $8.5 billion attained during this five-year period was 14.6 per
cent behind the programmed figures. As a result, the foreign deficit
reached the level of $14 billion at the end the aforementioned period.

The new exchange rate adjustment in the beginning of 1978 has
contributed to reduce foreign trade deficit. Therefore, the balance-of-
payments deficit which had grown substantially during the previous years ,

narrowed somewhat in 1978.

In 1973, priority was continued to be given to the imports of raw

materials and spare parts needed to keep the existing industries operating
as close to full capacity as possible. The necessary measures were also
taken to meet import requirements for capital goods, bearing in mind the

investment pricrities of the development plans.

Both the absolute amount of liberalized imports and their share in
total imports have also been increasing over the years in Turkey. The total
value of liberalized imports was 70 per cent of total imports in 1977.
(Table III. ) In view of, the prevailing difficulties in the balance-of-
payments situation, further steps to liberalize the import régime can only
be expected after the existing imobalance is reduced.

As regards the budgetary policy, the Government of Turkey has been
endeavouring to meet its financial requirements with revenue generated
through non--inflationary resources in order to maintain price stability and

to bring, the value and volume of imports into conformity with the development
strategy.During the recent years, however, budgetary revenue has tended

to lag behind expenditure. Therefore, the stamp duty which contributes
substantially to the Turkish budget could not easily be abandoned unless

some other fiscal measures were introduced as a substitute. Revenue from
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the stamp duty is expected to amount to LT 14.300 million and
LT 16.260 million respectively in the fiscal years 1978 and 1979. This
accounts for about 6 per cent of total tax revenue, which corresponds to a
significant amount in view of the Government's effort to reduce the public
sector deficit. However, the Turkish Government is aware of the fact that
the stamp duty is justified only on a temporary basis and believes that
this measure should be substituted by alternative and more appropriate
measures. The Government does presently aim at replacing the stamp duty as
a fiscal measure by a system of value-added tax. The draft legislation for
the value-added tax is practically ready and is likely to be submitted to
Parliament in 1979. Nevertheless., until the draft legislation of the value-
added tax is enacted into law and technical preparations for its implemen-
tation are finalized, the revenue raised through the existing stamp duty
scheme is also needed for budgetary purposes.

It is also worth mentioning that:

- Turkey has been granting non-reciprocal tax exemptions and reductions
to contracting parties, the impact of which is higher than the yield
of the stamp duty.

- The stamp duty dees not, practically, cause any increase in prices of
imported goods, but rather has the effect of reducing the high
profit margins of importers.

These very facts clearly show that Turkey's main purpose in maintaining
the stamp duty is by no means to curb imports; it should rather be regarded
as one of the instruments of balanced economic growth and part of a
comprehensive fiscal effort directed towards achieving an overall stability
in the economy.

As a result, the Turkish Government was not able, during the last twelve
months, to substitute the existing scheme and the rate of the stamp duty
which does not exceed 25 per cent of the value of imported goods by other
appropriate measures and taking into account the provailing budgetary and
balance-of-payments difficulties it seems unlikely to have any substantial
changes in the system during 1979.
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