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Iraq attacks US

plan to extend
oil deal with UN

BAGHDAD, May 16: Irag on
Saturday criticised US eflorts
to triple the duration of a six-
muntg oil-for-food deal with
the United Nations, reports AP.

State-run al-lraq newspaper
called 1i.hm-: atﬂempt “E} new Amer-
ican ploy an of an aggres-
sive %u¥5uit.'P&tgt prolong UN
' trade sanctions on Iraq.

Under a December 1996 deal
with the UN Security Council,
the Iraqi government is allowed
to sell a limited amount of oil
worth two billion dollars every
six months. Proceeds from the
sales, which are now in their
third six-month phase, are to be
used to buy f and medicine
for the Iraqi people.

The Security Council ex-
panded the deal earlier this
year by lr.-tttnF Iraq increase the
value of its oil exports to 5.2 bil-
lion dollars during the fourth
phase. The current phase ex-
pires on June 3.

The United States has lob-
bied to extend each phase of the
programme to a period of 18
months, in an effort to boost ef-
ficiency and reduce the risk
that exports might be inter-
rupted.

Al-lIraq said Baghdad viewed
its oil deal with the United Na-
tions as a tempurar%r step and
that an extension of its dura-
tion could turn it into a perma-
nent measure — "something we
cannot accept under any cir-
cumstances.”

"Such a dubious move by the
United States ... will be totally
rejected,” the daily said.

The oil-for-food deal grew
out of economic sanctions the
United Nations imposed on
Iraq after it invaded neighbour-

uwait in 1990, a move that
triggered the Gulf War.

Unrest undermines
investors’ confidence

in Indonesia

WASHINGTON, May 16: The
International Monetary Fund
is ‘concerned that deepenin
civil unrest in Indonesia coul
slow down the country's eco-
nomic reforms and delay the re-
turn of investor confidence, re-
ports AP.

John Borrman, director of
the .IME's Policy Development
and Review Department, said
Friday it was too soon to talk
about any further delays in IMF
lending to Indonesia, whose
capital Jakarta has been torn
by rioting.

"We are anxious to see the re-
forms continue and we want to
continue our support,” Boorman
said.

‘Amid the mounting vio-
lence, the IMF and its sister in-
stitution the World Bank evac-
uated most of their resident
staffers to Singapore Thursday.

"A lot of damage to investor
confidence has cl:arl:,r been
done.” Boorman said. "It's re-
ally an unfortunate turn of
events.”

As the Asian financial crisis
hit last year. Indonesia’'s cur-
rency. the rupiah, lost 70 per
cent of its value against the dol-
lar and international investors
began pulling their money out

_of the world's fourth most popu-
lous nation. The IMF stepped in
with a 43 billion dollars rescue
package that included strict
austerity measures.

Some analysts have tied the
unrest to the IMF reform pro-
gramme which included provi-
sion that reduced or ended gov-
ernment subsidies of fuel and
food products. Others have
linked the wave of rioting and
destruction to mounting pres-
sure on President Suharto,
Asia's longest serving ruler, to
step down after 32 years in
power.

IMF officials said they
would not comment on the po-
litical situati~m or how they
thought events will play out.

They are not suggesting any
major revisions in the IMF re-
form programme even though
they might have to be more flex-
ible because conditions in the
country have taken a turn for
the worse.

Indonesian Energy Minister
Kuntoro Mangkusubroto said
Friday Indonesia would roll
back prices of various fuels fol-
lowing widespread protests over
price increases announced last
week that are part of the IMF
programme.

Thai rice shipment
to Indonesia
unlikely

BANGKOK, May 16: Rioting
and political uncertainty in In-
donesia is forcing Thali rice ex-
porters to re-evaluate their
risks in Ehif ing next month's

r

scheduled 000 tons to the
country, says AP.

Vorapong Pichpongsa, pres-
ident of the Thai Rice Exporters

Association, was cited by Thal
newspapers Saturday as saying
that rters had still not re-
ceived letters of credit from In-
donesia.

The rice was unlikely to be
sent unless commercial banks
in Singapore confirm the let-
ters, Vorapong was cited as say-
ing.
l-lgT'hun': shipment would be the
last of a contracted one million
tons of mostly low-grade rice to
be shipped to Indonesia for the
first four months of 1997, Thai-
land is the world's leading rice
exporter,
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Footwear manufacturers
do not want to pay VA1

Star Business Report

Finance Minister SAMS
Kibria has said the government

will not bow to any threat while
taking actions against bank
loan defaulters.

“Some of them are threaten-
ing us but the government
would continue its own course
of action against the defaulted
bank loan borrowers,” he told
the annual general meeting nf
the Bangladesh Paduka Pras-
tutkarak Samity (Bangladesh
footwear manufacturers asso-
ciation) yesterday in the city.

He said that many of the de-
faulters used their political
connections and influences to
draw banks loans which could
not kbe recovered, leaving the
banks in jeopardy, groanin
under the ﬁiurgt':n of ‘l% 13.005
crore defaulted loans.

The meeting was addressed
among others by local ruling

arty MP, Hazi Mohammad Se-
im , FBCCI president Yussuf

Abdullah Harun, DCCI presi-
dent Rashed Maksud Khan and
BPPS president Sirajuddin Ma-
lik. It was held at Shayesta
Khan Welfare Centre, Lalbagh,
in the old city, the hub of small
entrepreneurs, including the
footwear manufacturers.

The association invited the
minister as the chief guest
mainly to draw his attention to
exempt footwear manufactur-
ing from VAT,

Kibria said he would soon
give directives to the concerned
authority to issue identity cards
to the local footwear manufac-
turers so that no tax official
would come and demand bribes.

The minister said it was re-
ally difficult for the govern-
ment to resolve all the prob-
lems in the financial sector ac-
cumulated in the last 21 years
when AL was not in the :

Kibria said he could not say

anything in advance about the
upcoming budget but assured
the footwear T};ﬁufacturcrs
saying : "Keep coniidence in me,
I will not do anything harmful
for you.”

e finance minister said
the Awami League government
was a pro-people government
and it would continue to serve
the masses. “The party (AL) was
not created by any martial law
administrator to put any gen-
eral in r," he said.

_ He lauded the farmers and
the industrial workers for their
contributions to keep the na-
tion fed and rolling its wheels
forward.

Referring to the problems of
the sick industries, he said the
government was working to re-
solve their woes although it was
not responsible for them.

Earlier, Yussuf Abdullah
Harun, the FBCCI president,
said the government should try

to rehabilitate the sick indus-
tries, whose owners were vic-
tims of quick trade liberalisa-
tion process that in 1992.

arun observed that some of
them became sick due to lack of
managerial skills and inappro-
priate policies adopted by the
previous governments.

He said owners of the sick
industries, who did not de-
faulted their bank loans will-
ingly. want relief from the
strangle-hold of the high inter-
ests and accumulated bank
loans.

“We do not want undue pro-
tection,” Harun said adding
some local small industries
were doing good who needed

t's policy support.

“But introduction of VAT
would harm them,"” the FBCCI
president said, backing up the
demand from footwear manu-
facturers.

HYUNDAI

CARS THAT MAKE SENSE

Specialised textile assoc urges govt

Help rehabilitate “sick’

units before budget

Leaders of Bangladesh Spe-
cialised Textile Mills and Pow-
erloom Industries yesterday
called upon the political leader-
ship of the government to help
implement its earlier decision
of rehabilitating the ‘sick’
member units of the associa-
tion before the forthcoming
budget announcement, reports
BSS.

Addressing a press confer-
ence arranged by the associa-
tion, its President Mohammad
Shahjada Mia alleged that the
officials of the ministries con-
cerned and related banks are
not sincere to execute the politi-
cal commitment of the

ment by adopting a d dall;v
process.
"We want to the po-

litical leadership of the gov-
ernment informed about this.”
he told a questioner, who asked
why the association has called
a press conference despite clear
assurance of the government to
hclE solve the issue soon.

arlier, the finance minister
and the commerce and indus-
tries minister had told the lead-
ers of the Federation of
Bangladesh Chambers of Com-

merce and Industries recentlﬁ
that the issue of the 361 sic
units would be solved amicably

SOOT.

esident of the association
Shahjada Mia said all the iden-
tified sick industries are belo
to the specialised textiles an
powerloom industries sector.

The units owe to different
banks an amount of over Taka
300 crore, he said. It needs at
least Taka 1500 crore for the
first phase of rehabilitation,
while the total rehabilitation
will need an estimated Taka
4000 crore, he added.

Among others, Senior Vice
President Liaquat Ali Bhuiyan
Milon and Vice President of the
association Abdus Sattar were
present on the occasion.

In n:gl‘f to a question, Mo--
hammad Shahjada Mia in-

formed the newsmen that no
owner of the sick units has any
other industry and they are

solely dependent on those units.

1 units of specialised tex-

tile mills and powerloom in-

dustries are located all over the
country, except the city's and

towns, sources said.

Geoff Williams, Chief Executive-Bangladesh,

and Allan

Perry, Senior Credit Officer for the Middle East and
South Asia Region of Standard Chartered Bank, inaugu-
rated the DADA Cap Manufacturing Factory at Savar on
Wednesday. DADA is the world's single largest cap manu-
facturing factory built on an area of 204,000 square feet.
There are 2600 employees working in the factory, produc-

ing 60,000 caps per day.

o DEALERS CONFERENCE '98
B TAZIN INDUSTRIAL E?__’IERPFHSEE LTD.

The dealers’ conference '98 of Tazin Industrial Enterprises
Ltd was held at a city hotel recently. Nazmul Hossain
Chowdhury, Chairman and Managing Director of the
company, presided over the conference while Faezul Hugq,
State Minister for Jute, was the chief guest.
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~ Pakistan faces serious challenges in

sustaining economic reforms: WB

ISLAMABAD, May 16: Pak-
istan has made good progress in

_implementing structural eco-

nomic reforms but faces "seri-
ous" challenges in keeping u
the momentum. the World Ban
said, reports AFP.

"The government has made
good progress over the past year
in implementing structural re-
forms and stabilisation but
faces serious challenges in sus-
taining them in the future,” the
World Bank said in a report.

It said Pakistan's "prudent
fiscal and monetary polices and
an exchange rate adjustment
have worked to reduce Pak-
istan's fiscal and current ac-
count deficits and pulled infla-
tion down to the single digit
range.”

“Moreover there has been a
modest recovery of economic
growth,” the report said.

The observation came a day

after the Pakistan Development
Forum (PDF), formerly the aid
consortium of donor countries,
ended a two-day meeting. the
first in Pakistan, here on
Wednesday previously the fo-
rum met in Paris.

Despite these "positive” de-
velopment, Pakistan's large ex-
ternal debt, estimated at more
than 30 billion dollars, has
kept the economy "vulnerable
on the external front,” the
World Bank said.

The capital account has "de-
teriorated” in the aftermath of
the recent financial crisis in
Asia. There is "continuing weak
market confidence” due to the
"policy uncertainties and law
and order problems" in the
country.

"The shrinka?: of the tax
base due to a decline in imports
has prevented tax revenue tar-
gets from being met," the re-

ports noted.

Pinpointing other areas of
concern, the World Bank said
currently favourable factors —
lower international wheat and
oil prices and the increase re-
mittances by overseas Pak-
istani workers — "may not con-
tinue overtime”

It said expenditure cutbacks,
including development outlays,
the main source of recent fiscal
deficit reduction, cannot be re-
lied upon to hrlnF the fiscal
deficit down much further.

The report suggested four
key's priorities for stabilisa-
tion" — maintaining and fur-
ther tightening fiscal disci-
Eline. increasing resource mo-

ilisation, revamping state
power utilities and containing
and reducing reliance on short-
term loans.

The World Bank also advised
strengthening of administra-

tion and "effective” implemen-
tation of income tax in the low-
taxed agricultural sector and
increased efforts for recovery of
bad bank loans estimat at
more than 124 billion rupees
(2.7 billion dollars).

It called for improving tech-
nical capacity, removing labour
related impediments fo privati-
sation and strengthening regu-
latory frameworks.

The government of Prime
Minister Nawaz Sharif, which
took office in February last
year, says it has put the econ-
omy on the path of recovery af-
ter a record low growth of
around three per cent in the
previous year.

The government has said its
policies, including revamping
the banking sector and pruning
expenditure, were working.

==

Short supply of gas

CUFL production may
fall short of target

The Chittagong Urea Fer-
tiliser Limited (C , @ major
urea producing factory in the
country, will not be able to meet
its production et this year
due to short supply of gas, re-
ports UNB.

The target is likely to fall
short of 30, metric tons, fac-
tory sources said.

The CUFL has fixed its urea
production target at 4.60 lakh
metric tons for fiscal 1997-98.
It produced 3.60 lakh metric
tons till May 11.

The annual capacity of the
factory is 5.61 lakh tons of
urea.

The short supply of gas
forced the state-owned CUFL to
lower its production target from
1700 metric tons to 1400 tons
per day. the CUFL sources said.

The factory is running with
15 per cent less load capacity
for gas shortage.

According to available fig-
ures, the factory has already
sold nearly 2.58 lakh tons of

urea till May 11 against its tar-
get of 3.18 lakh tons for this fis-
cal year.

ccording to Bangladesh
Chemical Industries Corpora-
tion (BCIC), as in the last year
the CUFL also has no chance of

rting urea this year.

R:spnndln%tﬂ a query, BCIC
sources said the factory had in-
curred a loss of about Tk 296
crore in fiscal 1996-97.

The loss may be less this

ear as the price of urea has
{l‘t‘n raised to Tk 4.800 per met-
ric ton from Tk 3.725.

BCIC sources put the coun-
try's total demand of urea at
about 21 lakh tons for the cur-
rent, fiscal year, Tor meet the
demand, some 3.5 lakh tons of
urea have been imported.

The CUFL was established in
1987 as an export oriented fac-
tory. But due to growing demand
of urea fertiliser in the country,
the government decided to sale
all its production in the local
market. _
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M A Mannan (3rd-L), Chairman and MD of Butterfly
Marketing Ltd, speaking at a marketing seminar of the
company at Dhaka Sheraton Hotel on Friday. Jeff Hong,
General Manager of LG Liasion Office, BML Directors

Sajeedur Rahman and Asaduzzaman, and

Manager

(Admn) M M Ferdous are also seen.

It is discussed eve here
that evasion of tax in
Bangladesh is rampant. The
Chairman of National Board of
Revenue has disclosed that
about 250,000 assessees had
submitted returms showing tax-
able income out of which only
49 000 assessees showed in-
come above Tk 100,000 during
the assessment year 1997-98.

According to the World
Bank, only 0.1 per cent of peo-
ple having agricultural income
admits that their income is
taxable. A former finance min-
ister recently lamented at a
seminar that it was very disap-
pointing that people did not
come forward to disclose their
real income although rate of
taxation is the lowest amon
developing and develope
countries.

Tax evasion is not a new
problem. It existed not only in
undivided India but also during
pre-Liberation days. This is
why several measures were
taken to combat the evasion of
tax. After liberation. the gov-
ernment has taken wvarious
steps including the withdrawal
of high denomination notes
(Taka 500) from circulation in
order to combat evasion and the
circulation of black money
which has created a parallel
economy.

The IMF says that inflation
has increased to 7.6 per cent
both in food and non-food areas
whereas the government dis-
putes the figure claiming that
the rate of inflation will be
around four to five per cent.
Similarly the foreign exchange
reserve, at one point this fiscal

ear, went down to USS 1.587

illion, lowest since 1991, The
foreign exchange reserves fell
despite rise in export earni
as much as 23 per cent at that
time. The currency was deval-
ued 11 times in one year to
boost rts. It was estimated
that black money amounting to
Taka 1200 crore exists in the

Dealing with tax dodgers

It is believed that a sizable portion of black money is in the hands of bureaucrats.
The amount of black money will be nearly 100 per cent of the economy, writes lax
consultant Altaf Hossain. Tax evasion not only leads to inflation but also

system. But other estimates
show a much higher black
money figure. It is also claimed
that sizable portion of black
money is in the hands of bu-
reaucrats. The amount of black
money will be nearly 100 per
cent of the economy. Black
money always creates a parallel
economy detrimental to devel-
npment and against the interest
of the economy. There is a ten-
dency among the assessees not
to part with their hard-earned
money avoiding the payment of
tax which is legitimately im-
thablc upon them. There is a
ear among the assessees that
they will be harassed if they
show higher income. The tax
authorities used to treat the
files of higher income group as
core ones leading to the more
scrutiny and investigation of
the files. Moreover, these days.
the inquiry reports of inspec-
tors cannot be considered
trustworthy. Law provides that
such report should be disclosed
to the assessee for his rebuttal.
Otherwise natural justice is
denied.

It was estimated that direct
taxes contributed Tk 2,723
crore which contribute 19.34
per cent of total tax. The eva-
sion which is within the four
walls of the law is regarded as
avoidance. It is always accepted
fact that the country’s tax sys-
tem is such that people are
compelled to adopt these mea-
sures for evading tax. There are
certain provisions to check the

avoidance of tax, even through
transfer of assets, transfer of
securities and through non res-

idents. There is also a provision

for imposition of penalty for

concealment. Sections 164 to

171 of the Income Tax Ordi-

nance 1984 also provide for

criminal sanction. But all these
provisions are not enough to

check the evasion.

Re®enue collection during
the first half of 1997-98 was
running short by about 550
crore against the target of Tk
6,803.29 crore. This shortfall
has affected the financing of
ADP projects. The income tax
collection also fell short by Tk
29.90 crore and other tax and
duties by 5.48 crore. The short-
fall has n attributed to eva-
sion of duties by importers and
also car importers.

The evils of evasion are
many. The honest taxpayers
have to bear and shoulder the
heavy burden of dishonest tax
payers who practice unfair
means in payment of just and
due share of taxes. Tax evasion
not only leads to inflation but
also Increase the cost of essen-
tial goods. The bysinessmen
always Invest their black
money in trading and in land
creating an artificial scarcity.

The evaders come not only
from the higher income group
but also from the lower income
group. The price of essential
commodities and rent of
premises in municipal areas
are rising so high that the peo-

increases the cost of essential goods, he says.

ple have hardly money to pay
tax after meeting day to day ex-
penses. There is demand from
all quarters to increase the ex-
emption limit to Tk 1 lakh. The
1997 Finance Act has brought
certain changes to bring more
assessee under the tax net as
has been done by the Indian Ieg—
islatures. The provision regard-
ing owning a building more
than one storey with 1600
square feet has kept a large
number of building owners and
flat owners outside the provi-
sion of compulsory submission
of tax returns, 1 strongly feel
that these provisions should be
redrafted for bringing more
people under the tax net,

Tax evasion always lead to
corruption. An unscrupulous
tax dodger always utilises the
untaxe mumi]v for curwung
tax officers and other stafl. The
untaxed money is also utilized
for doing something so that
untaxed money are not brought
into market and caught. It is
very unfortunate that the entire
black money could not be uti-
lized for development of the
economy, particularly when the
nation is in search of foreign
investment.

Evasion requires secrel ac-
count, manigulatlun of in-
voices, vouchers, bills, ac-
counts, secret hiding place, se-
cret investment in immovable

roperties and also having a
oreign account. Once tax eva-
sion becomes national sport
with or without secrecy, it be-

comes extremely difficult to re-
build tax compliance.

Criminal proceeding is not a
weapon to unearth the evasion
under %uisf: of tax raid and
criminal prosecution. An hon-
est businessman can be branded
as tax evader. He loses his im-
age for the honesty if an at-
tempt has been made to unearth
untaxed income wrongfully.

The ggvernmtnl. rom time
to time, has offered amnesty to
tax evaders to disclose their

true untaxed munely and to pay
tax at a lower rate for starting a
fresh life. But these attempts
have failed to make much
headway. In pre-1971 days, tax
amnesty was also given in 1958
and 1969. In undivided India,
the government tried to combat
inflation and also black money
by withdrawing higher denom-
ination note of Rs 1000. A simi-
lar measure was also adopted in
1972 by withdrawing 500-taka
notes.
Tax evasion exists both in
developed and developing
countries. In India, the gov-
ernment launched a voluntary
scheme known as Tyagi to facil-
itate the disclosure of sup-
pressed income by announcing
certain immunities from
enalty and prosecution. The
ndian government was able to
collect 110 crores rupees. This
scheme was similar to the con-
fessional method of the United
Kingdom in 1970 and a similar
method of compromise under
the internal revenue code of the

United States of America. Alter
a gap of 14 years, the Indian
government introduced two
voluntary schemes similar to
that of 1951 in 1965. India in-
troduced another voluntary
disclosure in 1975 and then
again in 1980. Amnesty was
given if untaxed income is con-
verted into national gold bond.

Thereafter, the Remittance
of F‘nrf:ign Exchange Immuni-
ties and Development Bond
Scheme in 1991, the Voluntary
Deposit (Immunities and Ex-
emption) Act 1991, the National
Housing Bank (Voluntary De-
posit) Scheme 1991, the Gold
Bond (Immunities and Exemp-
tion) Act 1993 were introduced.
But the voluntary disclosure In-
come Tax Scheme introduced in
1997 was probably most suc-
cessful, which generated USS
2.6 billion. Previously. tax eva-
sion in India used to be pun-
ished by fines. But following the
end of the latest amnesty, jail
term was to be introduced. An-
other distinct feature of this
disclosure scheme is that it re-
lates to all other periods includ-
ing the assessment year 1997-
98. The income shown in this
scheme will not from a part of
total income as required to
show in the return to be submit-

ted under section 139 (1) of In-
come Tax Act 1961.
India has also introduced

'Scheme of Advanced Ruling

which resulted in the largest
number of non-residents taking
shelter under this scheme.

In Bangladesh, similar mea-
sures are required to unearth
black money, either by amnesty
or by withdrawal of currency of
high denomination notes of
Taﬁ(a 500. Like VDIS of India,
the Bangladesh government
must also advertise regardin
the amnesty and the results o
not furnishing such returns. We
must ensure that the declarants
feel confident that they will not
be harassed.

Russian central
bank raises
interest rates

MOSCOW, May 16: Russia's
central bank decided yesterday
to raise its lombard rate, but
left its benchmark repo rate un-

changed at 30 cent, the cen-
tral bank said in a statement,
reports AFP.

With effect from next Mon-
day, the bank hiked the lom-
bard rate for 3-14 day credits to
36 cent from per cent,
and the rate for 15-30 da; cred-
its to 40 per cent from 36 per
cent, the bank said.

Changes in interest rates
had been in the market
given investor flight out of Rus-
sia's fixed income markets due

to increasing nervousness over
emerging markets.

Jute mill workers,
officials urged to
work unitedly

KHULNA, May 16: Chairman

of Bangladesh Jute Mills Cor-
oration (BJMC) Lt Colonel
B':td] Abu Osman Choudhury
called upon the jute mill work-
ers and officials to work unit-

edly and selflessly to regain the
lost glory of the golden fibre,
rts ;

The BJMC Chairman while
visiting different jute mills of
Khulna zone was speaking at a
meeting of the CBA leaders and
officials of Crescent Jute Mills,
Daulatpur Jute Mills, Alim Jute
Mills and Eastern Jute Mills
Friday. He stressed the need for
increasing production, main-
tain quality of jute goods and
lower production cost in order
to improve the present condi-
tions of the jute mills.

During his three-day visit to
different jute mills of Khulna
zone the Chairman of BJMC
was accompanied by Director
Production and Research
Mozirul Islam. Zonal Coordi-
nator Malmr (retd) Khairul
Alam and local chiefs of differ-
ent jute mills and CBA leaders.

Nepal gets $ 14.5m
US grant

KATHMANDU, May 16: The
US government has provided
Nepal with 14.5 million dollars
for ongoing health and agricul-
ture.related p mmes, state-;,
run radio announced yesterday,
says AFP. S
The grant assistance will
provided to Nepal through the
United States Agency for Inter-
national Development (USAID)
in Nepal, the radio said.

"Four agreements were
signed by respective officials of
the Nepalese Ministry of Fi-
nance and the USAID for the
amount of 14.5 million dollars
in support of ongoing pro-
grammes in Nepal,” it said

"These agreements demon-
strate USAID/Nepal's continu-
ing commitment to support in-
creased production of forest and
high-value agricultural prod-
ucts, the reduce fertility and
improve maternal and child
health, the empower women,
and to increase investment in
hydropower,” a US Information
Service (USIS) press release
said. '

"While in the field of hy-
dropower. USAID is helping
Nepal consolidate the gains
achieved to date by strengthen-
ing the capacity ol the electric-
ity development centre of the
ministry of water resources to
altract increased private partic-

‘ipation and investment in en-

vironmentally and socially
sound hydropower," it added.

Norwegian govt
presents revised
budget

OSLO, May 16: Norway's mi-
nority coalition government on
Friday presented a revised bud-
get to parliament, proposing to
reduce 1998 net oil revenues by
27 billion kroner (3.62 billion
dollars) in a bid to cool down
the economy, reports AFP.

In December, Prime Minis-
ter Kjell Magne Bondevik's
three party coalition won ap-
proval for a 1998 budget surplus
of 87 billion kroner, but the
surplus has been reduced to 60
billion kroner in the revised
budget proposal.

The government also pro-
posed putting 46.9 billion Kro-
ner into the petroleum fund, to
be invested in bonds abroad.
That is 21 billion kroner less
than in the December budget,
the fund is designed to secure
the future for coming genera-
tions of Norwegians when the
oil wells run dry.

In order to avoid higher in-
terest rates and inflation, the
overnment also proposed tax
ikes.

The government, which
holds only 42 of 165 seats in
parliament, attributed the mea-
sures to lower oil prices, citing
an averaFe price of 110 kroner
per barrel in 1998,

But opposition to the budget
revisions was fierce.

The opposition Labour
Party, forced out of power by the
coalition, accused the prime
minister of gamblising with the
fact that there is no majority in
parliament interested in top-
pling the government.

The conservatives view the
budget proposal as a declara-
tion of war because of the nu-
merous tax increases.



