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as a surprige, and are unlikely to en-
counter opposition. As a matter of fact,
they are legs than people would be ready
to shoulder under the prevailing circum-
stances, and perhaps less than they will
have to in course of time,

The Government has probably not yet
made up its mind concerning the amount
of additional revenue required to meet
the increased expenditure, and did not
wish at its meeting yesterday to com-
mit itself in so ‘controversial a matter
as additional taxation since the Minis-
ter of Finance is now abroad. On the
other hand, it felt — and rightly so —
that the pretence of “business as usual
cannot, and neéed not, be upheld any-
more, and that some urgent steps must
not be delayed.

The first of them is the issue of an-
other. Independence Loan of $500m. at
terms sumlar to those of the previous
loan (i.e. 4 per cent interest and re-
payment after 15 years) to be offered
to world Jewry and ‘other .overseas
friends “of Israel While unprecedented
amounts. of donatxons are pouring in in
response . to ‘the “emergency appeals
launched in many. countries, they can-
not, of course, cover the huge cost of
nor can they be used
for this purpose. These funds are m-
deed urgently ‘needed for social ~and
economic relief, but the basic strategic
needs must ‘be met by the State, and
it is to provide'means to that end that
the new loan -will- serve. ‘Needless - to
say that while the loan terms are re-
latively easy — when . compared with
‘the terms prévailing in the world mo-
ney market — they involve a heavy
burden for the Israel economy, which
will have to carry. the cost of servicing
the capital in foreign currency.

" But people in. this country will be
called to contribute. to the defence ef-
fort more directly, and this in two ways:
through a special levy, am amounting to 10
per cent of personal inceme tax and se-
ven per cent of the company .tax and
through the. voluntary purchase of de-
fence loan certlflcates. The levy is ex-
pected to bring in TL:100m. during the
current fiscal year, while the loan target
has been set at IL250m., of which
11L.150m..are to be absorbed. by the public
— including “institutional .investors —
the rest being pledged by the banks.

The. primary.intention of these mea-
sures is-to rédice the ‘people’s purchas-
ing power, in order to lessen the inevit-.
able inflationary impact of current de-
fence~ 'spending which . is now: taking.
place.on & vast scale — vital, ‘though
obviousty™ un_prodncuve At the game
time, the social effect ‘of the mew levy
should not be overlooked. While the: in-
come-tax payers will- have to pay more,
the lower inéome brackets will be exempt
(including ‘probably many- of the wage-
earners who have been called up). On
the other hand, people receiving divid-
ends from "companies will be doubly af-
fected — first by the company tax and
second by the personal levy.

The révenue expected from the levy and
the defence loan will amount to 10 per
cent of the current ordinary budget, or
about one-third of the budgetted defence

Israel’s defence.

expendxture That is 8 good deal, of course,

but there is no way of knowing whether
that will be enough. As a mattér of fact,
the Government has also decided to carry
out various retrenchments in development
spending — which. are in any case une
timely under the present circumstance of
labour shortage and transport bottlenecks
— and other low-priority items.

On the other hand, the defence orders
themselves are likely to generate not only
additional income, but also higher tax re-

venue. Indeed, the entire pattern of econo- |

mic activity has- cha.nged out of recognition

within a fortnight, and some of the changes

have heen decidedly positive. There is no
gquestion but that the nation will be able
to take the additional fiscal burden In its
stride and will do so more than willingly.

M sovereignty.” Washington plans, according.

TALKS OPENING ON
ROCK’S AIR CORRIDOR

MADRID (UPI). — Six British technical
experts arrived here yesterday from Lon-
don for ftalks on Spain’s prohibited air zone
pear Gibraltar. The talks will start today.

The experts, from the Board of Trade,
thz  Foreign Office and British European
Airways were headed by British Embassy
Minister Nicholas Henderson.

Spain mvxted Britain to open the tfalks
to “listeri” to Brifain’s cgse against the
prohibited area which has forced planes
flying in and out of Gibraltar’s small air-
field to fly a!ong a narrow air corridor.

SHAH VISITING PARIS

PARIS (Reuter). — The Shah of Iran and
Empress - Farah arrived here by air yes-
terday from West Germay for a two-
day visit, during which they will be re-
ceived by President de Gaulle. The Shah
and the President are expected to discuss
the Middie East crisis and other world
problemg tomorrow.

-The royal couple arrived from Germany
where they were the target of demonstra-
;ionke in West Berlin, Hamburg and Lue-
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Paymg .'the cost
THE new fiscal measures to be tabled
in the Knesset today will not come

mop u
_the méans of ‘payment- are going- up in:the .
_country. They will mobilize IL160m. of
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The new Mousters, Megsrs, Dayan, léegin and Saphir, at the first session of the °
national unity government, in Jerusalem yesterday. Mr, Ze’ev Sharef, Minister
of Commerce and Industry and Acting Finance Minister, is seated between Mr.

Dayan and Mr, Saphn'._ '

(Photo by Goren)

Cabinet "«'cfoncerned over

‘slowness’

of action

Jerusalem Post Political Reporter
The Cabinet yesterday voiced “concern over the slowness with which the
Powers are acting to 1ift the blockade” of the Tiran Straits, and “decidéd on
the lines along which diplomatic sttion will be intensified in the capitals of the
maritime powers.” This was. announced yesterday by the Cabinet spokesman

_ aftter its regular weekly session in Jerusalem.

 INCOME TAX
PAYMENTS T0
~ 60 UP BY 10%

Jerusalem Post Reporter

Income tax will be. mcreased by 10
‘per_cent for the remaining months of
the present ﬁscal year.. Called the De-
-fence Levy, it will raise the total an-
'nual return for 1967/63 by 8l: per
cent (since two months, April and May,
‘have already passed). This -decision,
‘adepted by the Cabinet yesterday, will

suhtmtted for Knesset approval tfo-

'i‘he levy also includes an increase of
company tax from 30 to 32 per cent, and
an increase of the capital gains tax (though
net the- land betterment tax) from 25 I:o
.30 per cent.

These~ higher. ‘imposts “are mtended to
_purchaging power at a time- when

revenue in the -current fiscal year.
At the Cabinet press. briefing in Jeru-

.salem yesterday, Dr. Ya'acov Arnon, Direc-
tor-General’ of: - the" “Treasury,

annbinced
another two ‘measures approved for Sub-

mission to the Knesset:
& A second- Independence ‘Bopd issue for

sale ‘abroad, on the -same terms as the
present issue — which is running out as

sales increase in the U.S. in the wake of. .

popular support for Israel.
The new issune will comprise - $500m. of

‘debentures, yielding four per cent for 15
.years. The object is to- raise money  for

“special purchases,” Dr. Arnon said.
e A IL250m. Defence Loan will .mobilize
funds in the local market. It ‘carries
the same terms. as the -existing Develop-
ment Loan, . which ylelds JL50 net of tax
after five years on‘every IL160 invested.
The banks LK have undertaken: to buy
IL100m. of the loan, within the next six
.months, Dr." Arnon' said.

Moscow blasts
Western plans

MOSCO_W (UPD). — “Pravda,” the organ
of the Communist Party, accused the U.S.
and Britain yesterday of trying to organize

2 “Holy Alliance of capitalist .countries
against’ the Arab states defending their

to Viktor Mayevsky, Moscow’s most vitrio-

lic diplomatic commentator, consxst of three

points:

Summon a conference of Western mari-
time powers to adopt a declaration on
freedom of navigation; apply political,

economi¢c and financial pressure -against
“naval -

the Arab countries; organize a
operational group . to resort to -military

intervention when Washington and-London -

demand it.”

The Soviet press, all week long, has con-
tinued its one-sided report on' the Middle
Eastern crisis, based mostly on dispatches
from Cairo. Boasts by Arab leaders that
they will destroy Israel remain consplcu-
ously un!eported here.. - - -

. 149-seat. assémbly,
+ tained-

o ;;‘earher smry, Page-,,)

The newly co-opted Ministers attended
the meeting, during which it was decided
to add Mr. Yosef Saphir as Minister with-
aut Portfolio.. (The appointment of Mr. Mo-
she Dayan as Defence Minister and of Mr.
Menahem Begin as Minister - -without Port-
folio wag decided on' at-a special sefsion
last Thursday).

The three new Ministers will make their
declarations of loyalty in the Knesset this
evening, after the Houge has given its ap-
proval to their co-optxon

The Cabinet spokesman said all' three
new Ministers would join the Ministerial
Security Committee (which . now therefore
has 13 members), but Mr. Begin and Mr.
Saphir were not given any specific duties
at yesterday’s session. The spokesman said
nothing was. decided with regard ‘to-a De-
puty Minister of Defence.

With regard to diplomatic action, the
Cahinet spokesman said the Ministers’ view
was summed up after Mr. Eshkol and Mr.
Dayan had reported on the security situa-
tion and Mr. Eban surveyed political deve-
Jopments. Mr. Avraham Harman, the Am-

bassagfor to:the U.S; reported on his recent -
,convex:satxons in Washmgton.

* WONT" Eﬁmm B

.The: spnkesman -declined .to:expand on
*vhat was meant by “intensifying” pohtxcal

“activities and would not even say whether

special envoys are being sent to the mari-
time states.
- (Mr., Harman,

who arrived on Satur-

- day night to make his report, left for Wa-

shington last night. He was accompanied
by Mrx. Michael Comay, Ambassador-at-
large, who also returned on Saturday night
from a specxal mission to The Hague. Mr,
Harman is expected to spend a few hours
in London on his way to the U.S).

The official commanique stated:

The Cabinet at its weekly session 3e<terday
heard reports on the security situation by the
Prime Minister and the Defence Minister-
designate, and a survey of political develop-
ments by the Foreign Minister;

Decided to co-opt Mr. Yosef Saphir, M.K.,
to the Cabinet;

Approved the following draft laws:

(a) State of 1Israel Bond Issue (Second

Development Loan — 1967),

(b) Defence tax — 1967,

(¢} Defence Loan — 1967.

Approved an amendment to the Employment
Services Regulations, extending the period dur-
ing which immigrants and discharged service-
men enjoy priority in obtaining employment;

Ratified the following treaties:

(a) An accord on technical and scientific

cooperation between -the Israel Atomic
Energy Commission and the Peruvian

Committee for Control over Atomic
Energy.
{b) A cultural accord between Israel and

Belgium.

A convention between Israel and Britain
on legal procedures in civil and com-
mercial matters.

AFTER MIDNIGHT

The Vaoice of Palestina ealled on Jordanians
last night frem Caire to “turn Mandelbaum
Gate into a sccond Tiran’’ when the convoy
goes up to Mt, Scopus en Wednesday morning.

x

West Germany’s extreme right-wing National
Democratic Party purged of its relatively
moderate wing, yesterday won seats in the
Lower ; Baxony- State. Assembly. Television com-
paters “gavé -the- National:: Democrats & seven
per cent share: of the poll and 10 seats’in the

The." Soelal Democmts re-
‘the ‘eyersil-leadership; . .

x

Mayor James Tate of Philadelphia said at
Lydda Airport. en arrival last night that he
wonld ask. the Mayor of Philadelphia’s twin city,
Mordecai Namir of Tel Aviv, what Philadelphia
could do to help out in this honr of crisis. The
Mayor and his wife came by Ahta)m (See

{c)
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Soloxsts

' Programme :

The Israel Philharmonic Orchestra ig giving a
SPECIAL CONCERT
the proceeds‘ of which are dedicated to the activities of

THE VA’AD LEMA’AN HAHAYAL

for our sons and- daughters m Israel’s Defence Forces.-

TEL AV1V, today, Monday, June 5,
Mann Auditorium, 8.30 p.m.

Conducim' : DANIEL BARENBOIM

JACQUEIJNE DU PRE (cello)

DANIEL BARENBOIM (piano)

‘ MOZART = -Piano Concerto in D-minor

a0 et ©n . SAINT-SAENS - Cello Concerto

BEETHOVEN —.Fifth Symphony

Tickets:at the Mann -Auditorium' Box Office daily 10-1, 4-6;
¥ri. 10-1 and. at- Beit Hahayal, 60: Rehov Weizmann, Tel Aviv.

Machineguns fired
m Jerusalem area

Jerusalem Post Reporter T
Jordanian positions in the Jerusa}em,
ares fired several bursts’ - of .machinegun
fire into Israel territory at. mldday Yeser-:
day. There were no casualﬁes and the fire.
wag not returned.

The Army spokesman announced that at
about 12.40, a number of bursts were aimed
at an Israel position froma Jordaman post
in the Musrara digtrict. '

Prior to that Jordanian positxons gduth
of the city (it is believed facing. Raiat
Rahel and Bar-Giora) fired three machine-
gun bursts at a light Israel plane flying
over - Israel territory., At 12.45, shotg: were
again fired at the plane, the spokesman
said.

This reporter was driving through Ma-
hane Yehude at 12.45 p.m. when a sharp
rattle of machinegun fire was heard. An
old lady to whom he had given a lift
asked shyly, “Shoul‘d one go home?” She
was reassured, since no<ome else in- the
crowded market area seemed to take any
notice of the noise. :

Syrians refuse
to take body

] Jerusalem Post Reporter )
TIBERIAS. — The Syrian marauder who
was killed by an Israel Army patro] near
Kfar Hanassi on Friday morning will- be
buried in an Arab village after the ‘Syrians
have refused to accept the body..

The police are still detaining 19 villagers
of the Beduin village .of  Touba, where
tracks of the Syrian commando group were
found. The villagers deny any connection
with the Syrian infiltrators.

Police investigators believe that there
might be only one vilager who had been'
in touch with the Syrians. But they do not
exclude the possibility that the Syrians
have passed through the village to incrim-
inate the inhabitants.

Johnson ‘determined’
to preserve peace

NEW YORK. - Presxdent Johnson: de=
clared here on Saturday night that he was
“determined” to preserve peace in the Mid-
dle East and, “determined. to . -preserve the
territorial . intégrity of. nations ‘involved.”
The President ingerted the declaration in a
speech that was otherwise . confined to
domestic matters.

The declaration may be made public to-
morrow or° Wednesday. This presumably

would give ‘time for the UN. Security.

‘Council to approve or reject a resolution
calling on both sides in the crisis for re-
straint.’ Diplomatic sources said ‘that Bri-
tain and the U.S, its sponsors, hoépe to
collect the signatures of 12 to 15 maritime
nations in all, and’ perhaps more. =
Opinion in Washington is that test of the
blockade may be delayed for some 10 days
or so and' that eventually it will be by a
ship carrying a_flag of convemence '

The New Zealand Pmme ‘Minister, Mr.
Kenneth - Holyoake arinounced’ in Welhng-
ton-on.Saturday . night .that . his. Governs
‘ment has agreedl to- joir ‘the V.S, Britaln,
the. Netherlands and Israel in 2 declara-
tiori .asserting -the rlght &f free passdge
throuo'h the Straits of Txran. :

“The - declaration , ig: in “line -with New
Zealand policy because it reaffirms the
view that -the Gulf is an international
waterway into and through which vessels
of all nations. have a right of passage." ‘the
Prime Mimster .aaid. .

But he added that there was no question
of New Zealand taking part in any action
to test the-Egyptian' blockade of the Gulf.

In Tokyo, Foreign Ministry sources said
Japan will not make a decision immediately
on whether to join the U.S. and Britain in
a declaration calling- for freedom of navi-
gation in the Gulf of 'Akaba. “They said the
Japanese Government ‘has not made any
dedision, pendmg a forimal action by the
Us. (INA Reufter, UPI)

SOLDIER KILLED
SAFAD, . — Ya'scov: ‘Bizam, 32, a soldier
who fell:in the line of. duty_.on Saturday,

was laid to rest here yesterda.y with full
military honours

Nasser proclaims

to

1e will not agree

Iraq ]oms defence pact

The Jerusalem Post Arabxc Radio Monitor

lraq yesterday adhered to the Egypto-Jordaman defence pact Iraqx Vice=
Premier Taher. Yihye signed the treaty at a ceremony at the Kubbeh Palzwe in
Cairo which was. broadcast live over Cairo Radio.

In a 15-mihute speech at the ceremiony, President Nasser declared that he
would not recognize any decldaration by any group of ‘maritime powers that the..
Gulf of Akaba must be open to all ships. Such a ‘declaration, he said, “would be
regarded as an act of hostility against our rights in the Gulf of Akaba and the,\

prelude to war with the entire Arab world _”

Nasser said that in the past 10 days “we
have regained our rights as- of 1958.” He
went, on: “It is now high time that the
UN. resolutxons in favour of the Arabs of
Palestine be implemented, those decisions
which Israel so insolently refused to imple-
ment. The time is ripe for the rights of
the Palestine people to be granted recogni-
tion so that peace may finally return to
the Middle East.”

Ptesldent Nasser said all American state-
ments were biased in favour of Israel and
the Arabs now knew their friends from their
enemies,

Yihye arrived in. Cauro yesterday morn-
ing at the head of a strong delegation
which * included. Defence Minister Shaker
Mahmoud : Shukry.

It ‘was ahnounced in Baghdad yesterday
that “large contingents” of Iragi troops
had left for Jordan to take up prepared
positions. An authoritative source quoted
by Reuter said more Iragi troops would be
sent during this week te Jordan and to
Syria.

SYRIA IGNORED

‘Araman Radio in.its" report on tae Iraai
signing did not mention Syria, which is
linked tovEgypt by a defence pact signed
last November, . Syna -currently ig. virtually
without . diplomatic-‘refations’ ‘with. Jordan.

King Hussein told a press conference
in Amman yesterday that. “Israel may
chodseé "to ~strilké in . the next few: days »
Hussein interrupted - the ~meeting ' melo-
dramatically when he was called to the
telephone, He returned to say that he had

‘spoken to Colonel Nasser who told ‘him

that Iraq had decided to join the Jordan~
Egypt defence pact.

The King said the Aiabs could “not be

‘thankful enough” for the support of the

Soviet Union in the present crisis. He also
praised France. But referring to British
proposals that the maritime powers declare
the Gulf of Akaba an international water-
way, Hussein said:

“I cannot -find Words to express my gis-
appointment over the attitude.. the British
Government has taken in this ecrisis. If
Britain chooses to fight Israel's battle; then
it will: be fighting all of us.” He said, the
least the Araby. expected of Britain is that
she rémain neutral or sloof.

. HUSSEIN ON U.S,

Wzth regard to the U8, he said “There
i8 nb clear evidence :that the U.S. Govern-
ment has yet adopted an. attitude.of fight-
ing: IsraeVs: battle..- We hope sincerely: that
most: responsible U.S: leaders will -look very
closely at the problem and understand what
is happening in the best interests of the
U.s.”

Asked if ‘there might" be some change in
Jordan's new relationship with Egypt after
the present tension eased, - Hussein said,
“The differences are gone-and ‘will never
return.”

Questxoned about Shukexrys “Palestine
Liberation Organization” which Jordan
banned until last week, he said, “We hope
our brethren with the P.L.O, will carrry out
their duties in the presént crisis. We ex-
pectéd from them all support and coopera-
tion towards the common aim.”

Iragi President Abdul Rahman Aref said
last night that foreign oil companies ope-
rating in Arsb countries must now make
up their minds whether they wish. to sur-
render their concessions or come out clearly
on the'Arab side and refuse to sell oil to
Israel. He wag speaking at a conference
of 11 Arab’ and non-Arab countries. which
produce oil or over whose territory oil Is

i (Contmued on Page 2, Col. 2)
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Egypt-U S..
talks sald
) ’uﬂder’ study.'

CAIRO (UPI). -— Egypt and the US. are
considering' the .possibility of haldmg talks
concerning the Middle East crisis, informed
sources said here yesterday. It was stated
that’ part; of . the” diplomatic move might be
a visit ~by - US. .'Vice-President Hubert
Humphrey to Cairo, or alternatively, a trip
by Egyptian Vice-President Zakaria Mohi-
eddin to Washington,

However, no official comment was forth-
coming and the sources pointed out that no
decision has yet been taken. The disclosure
of the possibility of talks came after U.S.
Middle East expert Charles Yost left Cairo
for. Washington yesterday following a
week-long visit “bmefmg himself” on the
crisis.

However, it was learned .the suggestion
for tpp-level: talks: was not connected with
Mr. Yost's stay. Hig only official ¢ontact
was with Foreign Minister Mahmoud Riad.

(In Washington, -a. .State Department
spokesman said he had no knowledge about
talks “with” Egypt.” The Whlte House said it
had no commeént.)

Nasser -is. scheduled to- receive U.S. Am-
bassador Richard. Nolte’s credentials today,
in what ‘would be his -first meeting - with
any American "official: since the . present
flare-up began. The relatively quick sche-
duling of - the aeccreditation ceremony
strengthened the belief here that Egypt is
anxious te keep- all lines open to Washing-
ton at present. .

The - American. destroyer U.S.8. . Dyess,
meanwhile, was met by more than 600
Egyptian  demonstrators. at Suez when it
prepared to enter the Red - Sea after tran-
siting the-canal.- The demonstrators waved
pictures  of Nasser and chanted ‘Nasser,
Nasser — down with Israel”

Nasser  tones down
m mterVIeW

CAIRO (IN.A). — In an mterv1ew mth
former. Conservative Minister Anthony Nut-
ting in Cairo .on Saturday night,. . Abdul
Nasser seid that as far .as. Egypt is.con-
cerned. the -Middle East. crisis had. eased
and he- planned no further escalation,

He gave a. strong impression, says’ the
“Sunday Times”, that he was reflecting the
Russian view that war should deflmte]y be
a.vmded

NO WITHDRAWALS FROM
YEMEN — CAIRO REPORTS

CATRO (AP). — Authoritative ¥emen and
Egyptian sources here said yesterday that
no Egyptian troops have been withdrawn
from Yemén since the current Middle East
crisis. An Egyptian official pointed ‘out that
“not one single Egyptian soldier hag been
called from Yemen over the past ‘three
months.”

" The official sald tha’c Egypt does: not con=
gider that- it can abandon one front. to
bolster another at thistime. The ‘report
canflicted with rumours that Egypt’s:forces
in Yemen have been cut to permita shift
to the Sma.x front.
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