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

- +o generate o sufficient level of savings to m2et the investment
requirements for development;

- to maintein internal price stability so that the process of steady growth
:s not endangered by inflaticnary pressures;

-~ to mointain close surveillance over its balance of poyments in view cf
the lLimited volume of avallable foreign exchanze earnings.

Tn Tnct, the stoamp duty legislation in Turkey should be viewed as an
instrument which has been introduced and is preserved as an integrel part of
these policy considerctions.

In ihis ccntext, the stamp duty schene,

- welrs fecilitate the implementation and increase the effectiveness of a
sclective inport régime;

~rovides the Government with some flexibility in the implcerentntion of
‘ts policies in case it canhot easily and quickly revise and restructure
its foreign trade répime as and when cyclical changes occur in its
ralance-cf-paynents situastion;
- -3 a fiscal measure to generate budrsetary revenues.

mherefore, the Turkish Stamp Duty should not necessarily be considered as
an cbstecle to increasing access by contracting parties to Turkey's domestic
mirkets, but rather as an instrument fcor balonced economic development.
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In conformity with the world economic conditions Turkey continued
faeing o serious slowdown in its economic aetivity and = deterioraticn in
its balance-cf-peyments situation. A major problem has been to sccurc the
necessary means te  finesnce imports needed mestly for its development
purpcses. Exports could cover only part of the imports set forth in the
annual programaes under the five-year cdevelopment plans.

Athough the measures which had been taken have had some positive
effects on external trade, 1978 was & year when price increases were hizher
than in prgvicus years and balence-of-payments difficulties exceedinsly

serious.

. The total value of imports which was progranmed as $20.3 billisn for
the Third Five-Year Development Plan crlod (1973-1977) reoched the level
of $£22.5 villicon. The averszge nnu,l ineresse during the sald pericd wes

approximately 3C per cent. The tarset set forth for exports of $10 billion
in the Third Five-Year Plan could not be realized and the total value of
experts of $8.5 billicn attained during this five-yecr period was 14,6 per
cent behind the prosrammed figures. is a result, the foreign 2eficit
reached the level of 81b billicon at the end the afc srementioned period.

The new exchanse rate adjustment in the berinning of 1978 has
contributed to r'quce foreirn trade deficit. Therefore, the balance-of-
payments deficit which had grown substantially during the previcus years,

narrowed somewhat in 1978.

In 1978, priority weas continued to be given to the imports of raw
naterinls and spare parts needed to keep the ex1st1n{ industries operating
as close to full capacity ns possible. The necessary mneasures were alss
taken to meet. inpert requirements for capital 5oods, beoring in mind the
investmcnt prlcrlties of the developnent plens.

Both the absolute amount of libernlized imports and their share in
total impcrts have alsc been increasing over the years in Turkcy. . The t-tal
value of liberalized imports was 70 per cent of total imports in 1977.

(Table III.) In view of the rrevaeiling @difficulties in the balonce-of-
veyments situation, further steps +t5 liberalize the import régime con only

be expected thcr the oxisting irbalance is reduced.

As regards the budsetary policy, the Government cf Turkey has been
endeavouring to meet its financial rcquirements with revenue rencrated
throush non-inflationary resources in order to meintain price stability ond

to brini; the value and volume of imports into conformity with the develnpment

stratery. During the recent years, however, budzetary revenue has tended

to lag behind expenditure. Therefcre, the stamp duty which contributes
sutstantially to the Turkish budpet could not eo s1ly be abandoned unless
scrme other fiscal mensures were intrcduced as & 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 fiscel years 1978 and 1979. This
accounts for about 6 per cent of total tax revenue, which corresponds to @
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 o temporary basis and believes that
this measure should be substituted by alternative and more agpropriate
measures. The Government does presently eim at replecing the stamy duty es
a fiscal measure by o system of value~added tax. The draft legislaticn for
the value-added tax is practically ready 2nd is likely to be submitted to
Porlianment in 1979. Nevertheless, until the draft legislaticn of the velue-
.added tax is enected into lew and technical preparations for its implemen-—
tation are finalized, the revenue raised through the existing stemp duty
scheme 1s also needed for budgetary purposes.

It is also worth nentioning that:

- Turkey has been granting non-reciprocel tax exemptions and reducticns
to contracting portics, the impact of which is higher than the yield
of the stanp duty.

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

These very facts clearly show that Turkey's main purpcse in maintoining
the stamp duty is by nc means to curb imports; it should rather be regsarded
as cne 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 existinsg scheme and the rate of the stoump duty
wnich dces not exceed 25 per cent of the value of imperted ools by other
eppropriate measures and taking into account the prevailina budrmetary and
balance-of-payments difficulties it secems unlikely to have any substontia
chanses in the system during 1979.
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