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Fiscal discipline has been playing very essential role in the program pursued since 2000. It helps to reduce public borrowing requirement and inflation, in other words, assists to monetary policy. When we recall our recent economic memory, it can be easily remembered that populist expenditure and revenue policies have been a most important source for heavy domestic and external borrowing.

Different governments have targeted 5,0 – 5,5 percent of GNP on primary surplus in the central government budgets by implementing fiscal discipline. Targets have generally been achieved. To achieve the target, non-tax revenues have been preferred to taxes and indirect taxes have been chosen to direct ones. On the expenditure side, public investments have played main role for realization of the target. These developments shaped some concerns for the quality of fiscal adjustments. 

	JUNE BUDGET DATA
	Billion 
	YTL
	Difference
	% of
	Total

	REVENUES
	2004
	2005
	%
	2004
	2005

	Tax Revenues
	39,8
	48,6
	22,1
	79,9
	79,0

	     Taxes on Income
	12,1
	13,5
	11,6
	24,3
	22,0

	     Taxes on Goods &  Services
	23,3
	28,4
	21,9
	46,8
	46,2

	           Domestic VAT
	5,0
	5,7
	14,0
	10,0
	9,3

	           Special Consumption Tax
	11,2
	14,6
	30,4
	22,5
	23,7

	           Taxes on Imports
	7,1
	8,1
	14,1
	14,3
	13,2

	     Others
	4,4
	6,7
	52,3
	8,8
	10,9

	Non-Tax Revenues
	8,3
	11,1
	33,7
	16,7
	18,0

	Annexed Budget Revenues
	1,0
	1,1
	10,0
	2,0
	1,8

	TOTAL REVENUES
	49,8
	61,5
	23,5
	100,0
	100,0

	NON-INT. EXPENDS.
	
	
	
	
	

	Personnel
	14,6
	15,7
	7,5
	42,0
	37,4

	Premiums to Social Sec. Inst.
	1,8
	2,1
	16,7
	5,2
	5,0

	Goods & Services Procurement
	2,9
	4,1
	41,4
	8,3
	9,8

	           Of which health expenses
	0,8
	1,5
	87,5
	2,3
	3,6

	 Investment
	1,6
	2,4
	50,0
	1,6
	5,7

	Transfers to SEE’s
	0,6
	0,6
	0,0
	1,7
	1,4

	Transfers to Social Security Inst.
	9,4
	11,6
	23,4
	27,0
	27,6

	Agricultural Subsidy
	1,5
	2,3
	53,3
	4,3
	5,5

	Others
	2,4
	3,2
	33,3
	6,9
	7,6

	TOTAL NON-INTEREST EXPENDS.
	34,8
	42,0
	20,7
	100,0
	100,0

	Primary Surplus (Billion YTL) 
	15,0
	19,5
	30,0
	
	



Ministry of Finance has disseminated June budget data this week. The table above is prepared to show developments of first half of the 2004 and 05. Total revenues increased 23,5 percent for the first half of the 2005 when it is compared with 2004. However, it is interesting to see that non-tax revenues have increased almost 34 %. Nevertheless, income taxes’ increase is almost 12 percent. Taxes collected from goods and services increased 22 % in which special consumption tax enlarge remarkably. Increase in domestic VAT has slowed down. 

In other word, tax revenues come from mainly daily economic activities which generally affect all sectors of the society. When we look at the structure of the taxes for first half’s of two years it is obvious that share of the income taxes has declined while share of non-tax revenues has enlarged. Taxes on goods and services and big portion of the non-tax revenues have been collected from the people on the street although income distribution is widely negative in Turkey. These types of revenues have also an unhelpfully effect on price level.

Picture is more or less same on the expenditure side.  Health expenses and transfers to social security institutions, as well as, agricultural support payments are bigger than total non- interest expenditures, which is 21 percent. This is a tiny indication for the emerging necessity of social security reform. 

Primary surplus increased 30 percent for June 2005. Nevertheless, this is the local authorities’ definition. IMF definition does not take account of some non-tax revenues therefore this figure turned down in May data.

However, when we look at the details of revenues it can be calculated that import figures for June will be approximately 10 billion US $. Monthly export estimate for this month of Turkish Exporters Association is 6 billion US $. This means that monthly trade deficit figure will be around 3,8 – 4 billion US $ which is rarely seen figure for balance of payment data of Turkey. It is obvious that this would negatively affect the current account deficit. If it would be a must to take some fiscal measures to overcome current account deficit problem, I believe that, it would be a difficult task within this budget structure. It is not always easy to make open choice concerning education, health, social security, agricultural subsidies and juridical system.



“He is gone on the mountain,

He is lost to the forest,

Like a summer-dried fountain,

When our need was the sorest”

 For  excellent friend, Ömer TARKAN
