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The Philippine Supreme Court
threw out the last challenges to a
broader sales tax yesterday, provid-
ing a further boost to the govern-
ment’s attempts to wipe out a bud-
get deficit that has plagued the
economy for years.

The expanded tax is expected to
help the government slash the def-
icit next year, boosting its creden-
tials with ratings agencies and in-
vestors, but will make life harder for
millions of Filipinos already strug-
gling with high oil prices.

The ruling came shortly after the
government announced a Septem-
ber budget deficit of 27.7 billion pe-
sos ($3.95 billion), slightly lower
than 30.8 billion pesos a year earli-
er, underlining an improved fiscal
performance that should see it beat
its deficit goal for this year.

The court upheld the constitu-
tionality of the new tax and turned
down an appeal filed last month by
opposition legislators.

The opposition claimed that the
implementation of the new VAT
law would lead to rapid price rises
and was unconstitutional in that it
allowed President Gloria Macapa-
gal-Arroyo subsequent authority to
increase the tax without recourse to
Congress. “We are about to witness
the marriage of two crises – the
political and economic,” said Rolex
Suplico, an opposition leader in the
lower house of Congress. “This is a
deadly combination. This is a sad
day for all Filipinos.”

Mrs Arroyo’s chief aide, Eduar-
do Ermita, hailed the decision, say-
ing: “Definitely we are glad the
temporary restraining order has
been lifted because this is what our
international financial [monitors]
have been waiting for.”

With the court’s decision, the
government is expected to collect
between 4 billion and 5 billion pe-
sos a month in additional revenue.

The law expands the sales tax
base to include the electricity, fuel
and transport sectors and other
previously exempt industries. The
rate is kept at 10 per cent but it gives
the president unprecedented pow-
ers to bypass Congress and raise it
to 12 per cent by next year under
certain conditions.
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Wider taxes
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court move
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After passing under concrete em-
placements designed to be blown
up at an instant’s notice to block
the road, foreign journalists visiting
the North Korean side of the
world’s tensest border last week
were pleasantly surprised by the
demeanour of their host.

A far cry from the grim fanatics
some believe fill the ranks of North
Korea’s million-strong army, Lieu-
tenant-Colonel Kim Kwang-il was
relaxed and humorous in briefings.
Spotting a journalist who had vis-
ited previously, he called her up for
a photo, joking that he hoped she
had not reported anything nega-
tive, and asked about reunification
moves in the South. 

Indeed, the whole atmosphere
at North Korea’s zone in the truce
village of Panmunjom is laid back
compared with the corresponding
zone in the South. In the North,
after driving through sleepy farm-
ing areas and passing two skimpy
military checkpoints, suddenly you
are at the 4km-wide demilitarised
zone, the inter-Korean border. 

On the other side of the line, the
border zone resembles a war-
movie set. Nobody can fail to notice
bases, bunkers, artillery emplace-
ments and tank traps. Visitors to
the area, dubbed “Warrior Coun-
try” by South Korean-based US

troops, are shepherded from place
to place in strict military fashion. 

Although he said the withdrawal
of US troops from the border this
year and annual “Ulchi Focus”
exercises had raised tensions, when
asked about recent “provocations”
Colonel Kim admitted they were lit-
tle more than South Korean guards
opening the door to huts on the
northern side and peeping out. The
only signs of any tension were
southern military police photo-
graphing visitors on the northern
side.

Questions about the apparently
peaceful nature of North Korea’s
border – which suggests underde-
ployment of troops, no fear of inva-
sion, or simply a masterly com-
mand of camouflage and under-
ground emplacement – were
brushed off.

Back in North Korea’s show-
piece capital, foreign diplomatic
and business sources are unani-
mous that the North wants im-
proved ties with the United States
so it can prioritise economic
growth. Outside the Victorious
Fatherland Liberation War Muse-
um – where exhibits allege biologi-
cal warfare, and where an illustra-
tion of the North Korean story of a
US missionary torturing a little boy
with acid is hung – there is little sign

of the regime’s notorious anti-
Americanism. 

Even so, in a nation comprehen-
sively devastated by US bombs dur-
ing the 1950-1953 Korean war, anti-
American paranoia simmers.

Kim Jong-il’s “military first”
policy implies insecurity in the face
of Washington’s “hostile policy”.
UN World Food Programme head
Richard Ragan estimated that 13
per cent of discretionary budget
spending goes to the military. 

US visitors to Pyongyang were
left with no doubt about anti-
Americanism. “They hate Ameri-
cans worse than the Jews hate Na-
zis,” said Bill Altaffer, a retired geo-
graphy teacher. 

The journalists’ minder, Choe
Jong-hun, admitted there were
“some” good Americans, such as
Gone with the Wind author Marga-
ret Mitchell, ex-secretary of state
Madeleine Albright and Roger Clin-
ton; the latter two had both visited
Pyongyang. 

But spouting regime rhetoric, he
described Americans solely as “evil
Americans”. All problems, such as
the famines of the mid-1990s (“evil
Americans’ blockade”) and the
slow process of North-South en-
gagement (“evil Americans’ inter-
ference”) – were laid at the US door.

After explaining that he had lost
seven family members during the
Korean war, Mr Choe, 50, described
how his mother’s three-year-old
sister was hurled into a burning
ruin by US troops. “Who could do
that?” he spat. “They are mon-
sters.” 

■ Tomorrow: North Korea’s economy

Laid-back attitude masks paranoia

Lieutenant-Colonel Kim Kwang-il beside the South Korean zone of the truce village. Photo: Andrew Salmon

Andrew Salmon discovers an
unexpectedly relaxed mood in
Panmunjom, on North Korea’s
side of the DMZ, but anti-US
sentiment is simmering 

The last Australian veteran, or Dig-
ger, to see active service in the first
world war has died at the age of 106.

William Evan Allan enlisted in
the Royal Australian Navy at the
outbreak of the war when he was
just 14, and he went on to serve as a
seaman on HMAS Encounter from
1915 to 1918.

“With his passing, we have lost
an entire generation who left Aus-
tralia to defend our nation, the Brit-
ish empire and other nations in the
cause of freedom and democracy,”
Veteran Affairs Minister De-Anne
Kelly said.

“Mr Allan was just a boy when
he went to war, much younger than
most. His sacrifice is remembered
and we honour him for his service.”

Allan, born in the southeastern
town of Bega in July 1899 and a resi-
dent of Melbourne, also served in
the second world war. He died on
Monday night, Ms Kelly said, but
she did not disclose the cause of
death.

Prime Minister John Howard
also praised Allan, saying he took
with him a piece of Australia’s
history.

“He lived a long life, he lived a
very good life and we extend our
love and sympathy to his family,”
Mr Howard said. “But more than

that, we honour that extraordinary
cohort of a remarkable generation
of Australians.”

Allan sailed in the Pacific and In-
dian oceans escorting troop ship
convoys. His ship, the Encounter,

also took part in the search for the
German raider Wolf, which caused
havoc with Allied shipping in the
region, Ms Kelly said.

He served in the Royal Austra-
lian Navy for 34 years, retiring in
1947 with the rank of lieutenant,
before becoming a farmer.

“Mr Allan and his fellow service-
men were a vital part of the Austra-
lian forces during World War I.
Their tireless devotion to duty was
a credit to them and Australia,” Ms
Kelly said. “Our World War I veter-
ans helped to build this nation that
we love.”

Allan is survived by his daughter
and two grandchildren. The Vic-
torian government said he would

be given a state funeral, but no date
was immediately set.

Premier Steve Bracks also paid
tribute to Allan. “There’s not many
people now who have survived
from that period and not many
people who have served in both
world wars,” he told Southern
Cross Radio.

“Of course he’s seen three cen-
turies and it’s an extraordinary pe-
riod, extraordinary service and
something which will be honoured
here in Victoria.”

Wireless operator John Camp-
bell Ross, 106, of Bendigo, Victoria,
enlisted in the Australian Imperial
Force in February 1918 but the war
ended before he saw active service.

The last first world war Digger passes away, aged 106
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William Evan Allan: an incredible journey through three centuries

Indonesia’s high-profile war on en-
demic graft was a shambles, with
little effort being made to stamp
out corruption in government in-
stitutions, the country’s top anti-
graft official said yesterday. 

Taufiqurahman Ruki, who
heads the independent anti-cor-

ruption commission KPK, said the
latest survey by Berlin-based
Transparency International which
put Indonesia near the bottom of
this year’s Corruption Perceptions
Index was proof there had been lit-
tle progress.

Indonesia and six other coun-
tries including Iraq and Ethiopia
shared the sixth-bottom position
on the list, which was released yes-

terday. Indonesia’s spot was one
better than last year.

“The legislation and law en-
forcement conditions are still in a
shambles. KPK has not seen any
comprehensive move to eliminate
corruption among government in-
stitutions,” Mr Ruki said.

Foreign investors cite graft as
one of the key impediments to do-
ing business in Indonesia.

Corruption figures leave officials red-faced
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