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(1) Based on existing salaries plus expatriation allovance,
(11) Besed on en everage monthly salary of 160.

(11) Based on en aversge monthly salary of L30.

. (11) Dased on 63 x L20.

(111) '&,e‘é_(.on~67'x ap’pr‘oxinaﬁo}; 10/ - = aay.
(1v) Besed on maintenance of 3 vehicles taken from Palestine, -
1 for 1 momth, and 2 for 3 months, which would
probably be chesper than hiring local trensport.
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um?sn HATIOES PALESTIRE COMMISSION
Coxmmication Received from United Kingdom

‘Delegation Concerning Food Supply Position
in Palestine -

The following comnication, concerning the food supply position in
Palostine and with partiocular fcr‘mce'eo (a) the subsidisation of cereals;
(v) t&a'n‘nalumion of mavgarine; end (c) termination of the Agreement
betwsen the Govm of l'd.utim and. Hesars. Steel Ercthers & Co. Ltd., .

Coremr

has bees rueeived. from ir. Fletoher-Cocke of the United Kingdom Delegation.
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' mmmmmmmmmm UHITED NATIONS
Fapire State Bullding
Rew York 1, H.Y.

IR . : 15t , 1948.

Ry dear Bnnc-he,_

May I refer you to the carrespondence ending with yowr letter of the 1lth
Harch on the subject of the Food Supply position in Palestine.

:Ihavedn];connndtomsmwucovmntmatcthecovmtor
Palestine the proposals maie by the Commission in your letters of the 5th and
mnm and I vill comomicate to you the repliss as soon as I receive them.

In the meamtille, I have received certain further information from Palestine

_on the subject of the food ewpply position there which ¥will mo doubt be of interest

to the Commission. I emclose:-
(1) A note on the Sudatdisation of Cereals.
(2) A vote on the Subsidisation of Hargnrxno.
(3) A letter from Sir Henvy Gn'new to the Govermment Agents, Messre. Stesl
Brothers and Company, Limited, giving the Company formal notice in view of the
termination of the present Mandatory Administration on ths 15th May.
(¥) Messrs. stcol Brothers end Company, Limited's reply.

" As regards Fnolosurs I {ote cn the Subsidisation of Cereals), the first eeven

. paragrapbhs indicate the position wp to the end of Februsry, 1948, For the reasorps

set out in parsgraphs 3 and b of ay Noto on Food Supplies which was semt to you
mder cover of my letter of the 3rd Fetruary (Anmyers to Questions B 10 and 11), 1t
bas been considerel desirable in the general f{ntsrect of consmmsrs to introduce
revised arrangements with effect from lst March, 1948 for the distribdution of cereals.
‘!hue revised mangmntn are set ont in paragraph 8 of Enclosure I.

- At.the same time the cercals subsidy was rednced from LP19 per ton to LP9 per
$on with effect from lst Merch; this was necessary in order to keep within the total
of LP2,750,000 provided for sudsidisation wmder Esced XLIT, item 7 of the 1947/48
mo&o)('nmmammxmorm,m,ooo was gupplemented by a further

] »

~ 'The reason vhy action was mot taken esrlier to-reduce this gubsldy vas that

roughout the last twelve months there was a hope that peak prices for imported
rood.ltutfa hal been reached and that if the Covermment of Palegtine could succeed
in keeping down the officisl cost-of-1iving {ndex to which wage rates and the
Covermment high cost-of-1llving compensatory allovances ere linked, there was a good
chance of crystallising the tendency for aell prices to move dovmrarda. So long as
thers was a chence of this, it was falt that a cut in the sudbsidieation of cereals
would be fmpolitic. It Aas siow been found necesssxry to meke this eut, firstly in
view of the high prices of vheat flowr consigmments requested by the Govermment of
Palestine to meoct the speolal conditions nov prevailing in Palestine end eecondly
in.oxder to keep within the financiel provision made for the cost of subsidisation.
It 1s Delloved that owing to peculiar local conditione, the price of white bread
will siow fall emd that there will only bde a #light overall increase in the cost-of-
1iving index &8 a result of this reduction in the emdoidy. It has, moreover, been
necmary to peg the cost-of-1living !.n&ex at 281 (the rigure at the end of Hovember)

Dr. Ralph J. Bunthe,
Principal Sm-tm to the United Bations
.Commission on Palestine,
~ United Natioms,
Lake Success.
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oving to the fact that it has been fmpossible to caleulate a figure applicadble
to the vhole country (in view of the artificial prices - usually mmch higher,
sometines lower, - ¥hich hae been created through the strangling of chamnels
of distritution by inter-commmal strife).

I st point out that the existing Agreemont bstween the Govermment of
Palestins asd Mesers. Steel Brothers and Company, Limited (my letter of the
20th Fetruary refers) vill expire on the 15th Hay, 1948. As yom will mo doubt
apypreciste, the Govermmemt Agents have taken a major part $n conjunction with
the Food Controller in glving effest to the machinery for import, supply aad
distribution of dasic foodstutfs. Enclosures IIT and IV rafer to the termina-
tion of thls Agresmant end from pavegraph b of Enclosmurs IV, it would appeer
that Mesars. Steel Brothers and Company, Limited would be interezted in con-
maing to famction es the Agints of the Commission should the latter #o desire.

Youwrs cincerely,

(signed) J. FLETCHER-COORY
. (3. Fietcher-Cooke)
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 ENCLOSURE I.
NOTE ON SUBSIDISATION - CEREALS

A general outline of subsidigation policy is given at pags 831 of the Swrvey
of Palestine prepared for the Anglo-American Commitine of Faquiry. A%t the present
tine the principal odjective of the policy iz to enmure a cheap supply of bread and
flowr to the consuxing public to which end {mported cereals received in Palesiine
agalust LE.F.C. allocations are o0ld at subsidised prices to flour mills engaged
in the production of Palestine Standard Flowr vhich is the term spplied to flour
rroduced under Govermment supervision Irom cereals imported on Covermment accownt.

“These mills are thus smabled to cell flowr to wholesalers and bakers who in turn

distritute to the consmer in the form of flour and bhrsad et fixed prices regardless
of fluctuatione in the purchase price of the tmported cereals.

EEN . |

2, The cost of the subsldy to Govermment varles with the price, type and guantity
of cereals ussd in the prodnction of Palestine Standerd Flowr. Ths quentity of this
flour produced varies according to the time of year ard with the availability or
otherwise of indigenons graln vhich in a good cxrop year gnes a long way to supply
the requirements of the rural areas of the comntry. The situation at present,
however, 1s that thers are virtually mo stocks of indigmons cereals oving to the
fallure of last year's harvest and the population is emtirsly dependent on imported
supplies until the new crop is hervested abowt July to Awgust 1948. Produotion of
Palestine Standard Flowr 1s now proceeding at the rate of 13,000 tons per month and
1ts constituents are Australisn whost flowr as to T0% and barley flowr milled from
Argentine barley as to 30%.

3. The following c,a,lc\il‘atioa ehovs tﬁc expenditure now being incwrred by
Govermment on the production of Palestine Stanterd Flowr:

To produce 1000 kge. Palestine Standerd Flowr the wndernoted ceresls are
smudbyﬁom:, : '

T00 kgs. Austrglien vheat flour costing P42 per ton ex store LP29.400
500 ‘kgs. g.'gtino barley costing LF35 per ton ex store, which

extraction produces 300 kge. of flour LP17.500

Cost of ;om,m; Palestine Steandard Flowr 1.P46.900

» The al;dve zeveals ar'aj_~1n fast 0014 to the mills at the followlng prices:
700 kgs. Australimn vhest flour @ LP27 per ton LP18.900
500 kgs. Argentine barley 8 LP2L. per ton LP10.500

| £729.400

k. Consequently a subsidy of LP17,500 1s being patd for each ton of Palestine
Standard Flowr, the effect of vhich {3 to maintain a selling price ex mill of
EP28.500 per ton and retatl prices to the comswmer of 32 mils per kg. for flowr

and from 3% to 4l mils per kg. for breed. The price of lread varies im accordance
with the type of loaf and produstion conditions in diffevent paris of the cowntry.

5. In addition to the loss of iPi'I,‘de per ton on sales of cersals, srpenditure

/ on transport s also borme by Govermment. This 1s incwrred in moving flowmr from

mills to distridution centres ottsids production areas. The smownt imwvolved is
variable dut smay be estimated &t an additional LF1,500 on total production.

6. It {s thus seen that Coverrmmt's total outlay on the subsidisation of hread

 eand flour emounts at the present time to LP)9 per ton, which on a production of
13,000 tons per month equals LP2L7,000 or m.g@;,ooo per armum.
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7. Ahoution of the pubaidy would cotws an increnss in the price of PFalestine
Standard Flowr of LP19 par tom to LPLT7.500 and a consequent increase in the price
of treed of 1% mils per kilogrssms. This would increaze the Wages Committee Index
by approximately 104 pointa.

8,  With effect mmomm. 1948, revised arrangements as set out below
hare been introdxced with a vier to mmina more sffective distridution of supplies,
having regard to the prezent disturded conditionz in the country. At the mame time
the n‘bn&d:hasbeeumdnmms per ton to LF9 per ton #0 that the cost of
mmmmum mmmmm, 1048 will be spproxzimately LP120.000 per

(=) mmmwoovmtwmuaebmmnou nppuu
during the remalning period of the prezent Administration, i.e. wp to
the 15t Hay, 1948 inclule the purchase of some 3%,000 tons of Australians
svheat flomr, This guantity together with approximately 10,000 toms of
Yarley flowr which will De prodnced from stocks of Argentine darley now
on hand and one fwrthier shipment sohedeled to srrive is sufficlent to ‘
ooTer the mﬁ. flour requirements of the population wp to 15th May,
1948, end for a thort period thereafter at a conswmption figmre of
13,000 tons troed and flowr, per momth. An ragards the period immsdlatel;
sebseguent to (he termination of the Mandate conmeltations are at present
fn train to enture comtimuity of swpplies to Palestine.

gg

(d) It has been declded that the igtererts of the population will bs better
served 1f thees supplies are {ooned tirowgh the poymal chammels of dis-
tribution viz. to sholesalers, retallers and bakers, in thelr original
fora 1.¢. white flowr and barley instead of as hitherto i the form of
an ednlterated Palestine Standard flowr. The reasons for this decision
.are firstly, that the remalting ecoromies in handling and processing of
cereals vill, mnder prosent comditionsn, reducs delays in production and
consequent non-delivery of allocaticne. Secondly, thke preponderzuce of
wheat flour over barley flowr will ellow for the greater proportionm of
the pudlic's requiremsats to be supplied in the form of white flowr and
vhite btreald thich are mors ecceptable to the public than the adulterated
produncts.

~ {e) Tt omst bo realised, however, that a certain proportion of the future

‘ owpply of tread and flowr mmst be produced from ths availadle barley if
everyone 13 to receive his fall entitlament. Govermmenmt gtocks of
barley, suffiolent to prodmce 10,000 tons of flowr, will bs sold to
vholesalers and bekers who will be et liberiy to make their cwn arrangs-
nents for the milling thereof; eince 1t is essential that this flouwr
shonld be mads available for hummm consumption and not diverted to other
purposes, it 1s hoped that the trade =nd all local anthorities will
cooperate, through any means which cac de devized, to suit the varying
Jncal conditionn, towesrds comring that supplies reech the consumer.

{2) The barley to be mmpplied iz of very good quality and the flowr produced
therefyon vill be swparior to mich of the flowr produced irn Palestine

‘\‘ during the var years., While the facht thst these axrangements will

fnvolve temporary herdship fn the milling industyy is appreciated and
regretted, it 1is nevertheless necestary for the remsons already stated
hm&onuatmumsmunmemnc interest,
tvhich must be paramowst.

{e) Haring regard to the uonotmeut consioments of cearsals and 1o kesp
vithin the exownt provided for ewdsidisation (1.e. LP1,750,000 as esti-
mntad together with a supplementary 5LP1,000,000) the prices of RP40 per
ton and LP2h per ton have besa fired for wheat flowr and derley respec-
tively ex Govermuont Agenta' stores, with effect from the lst March,
1948. It s estimatold that the corresponding rstail pz'ices to the
contwmer will work out mmnutol; as follows:

mtinr‘ew. - mils per Xg.
Baxley Flomr - 34 mils par kg.
- Mnmpwka

- Barley Bx‘eazz
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EUCLOSURE IT.
EOTE ON: SUBSIDISATION - MARGARTHE

The cdjoct of the marparine sbsidlsation fund 1s to maintain the price
of margarine to the consumer at. the present level of 20 mils per 100 grs. packst
dempite fluctuations in the cort of raw materinle.

Margarine 19 a dlend of hard and eoft oils and vheresas hard oil in the form
of coconut 01l has beex in stealdy supply at a fairly stadle price for an sppreciable
pexriod, soft olls have been vory d1fficult to procwre and then only in small parcels
at widely varyling prices. As a result the production cost of margamrine during the
past year has invariadly exceeled the maxisem eelling price authorised by Govermmont.

. In oxder, therefore, to enable tho factories engaged in the manmfasture of margarine

%o contimms in production &nd at the szme time rotall ths margsrine to the public

at the permitted selling prico, losses incwrred im the process have been refunded
by Coversment, » ’

The cost of the olls sead par tor of margavine to purmit sale of the product
, at 200 wils per kg. mmet nol exceed LP12%.450 vhareas actual cost of thess ofls 1=
'now in the reglion of LP1X0, - = . ‘
S Covernuent has outhorisel a sabsidy on margerine of wp to RP6,600 per momth
-which 15 sore than adequats at the present tims to cover refunds to the margarine
fastories on the monthly production fignre of shout LOO toms.

Abolitlon of thie subsidy would involve ‘an increzse in the sslling rxice of

. mavgarine of P15 - 20 per ton or 15 - 20 mils per kar. and an alditional wndesirable

featwrs would be a continually fiuctuating selling mrice of the product. This would
fncrease the Wages Commities Index dy & point. It hes deen decided to comtimme this
rats of subsidisation for margarine wp to 3let Merch, 1948,

of3ns

M.
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COPY. | ‘ - ENCLOSURE ITI.
- Er/68/48. ' : 12¢h February, 1948.

I wn directed by the Nigh Commissioner ¢o refer to Clause L(iv) of the
- Agreemant made in 19%3 bLetween His Fxcellency the High Commimsioner for Palestine
on-behalf of the Palestine Govermeent and yowr Compeny, inting yowr Company
the agente of Government for the: purposé of purchase and/cr receipt and distribution
of commdities, etc., and to inform you that in accordsnce with the Clswse cited
above, three monthe notice 15 heredby given of the termination of this Agreemsct on

the 15th ﬁm 1948.

2. Yowr Company will eppreciate thst formal motice in accordance with the teams
of the Agroement 15 deing glven now in view of tarmination of the present Mandatory
‘administration on the 15th May (whereupon one party to the agreement would dismppear)
end 1ot on account of any diwsatisfaction with the mammer in which yowr Company has
carrled out its obligations as agemts of this Covernment. Indeed I em to take this
opportmnity to convey &n expression of the High Cormisaioner's sppreciation of the
efficlent yuy in vhick yowr Company has discharged its duties wunder the agreement,
especially undexr the prezent iacrearingly d4ifficnlt conmditions, and the spirit of
ourtefy and cooperation which has existed tirowghout. Yowr Compeny has reacon to
be satisfied with the part played n successfully mmintaining essential food
supplies for Palestine over an extended period end often in face of difficulties
such as those arising from hipping delays.

3.  With regaxd to the pericd after the 15th May, it is assumed that the United
Nations Commission will wish to conslder contlnuation of existing methods of pro-
curement and distribution and @y therefors wish to exrrangs for an extensicn of .
your egemncy. Steps are &ms being taken fmmsdiately to bring the matter to
the notice of the United Nations through the United Kingiom Delegrtion in Kew York.

I am, Gm,

Your obedlent servant,

-Egl. H. L. G. Gurney
CHIEF SECHETARY

"'3:‘ nnﬁ‘ Way, )
P.0.8. 1412, HAIFA.

Messrs. Steel Bros. & Co. Ltd.,

7

Copy to: Food Comtroller -
Comlesioner on Special Duty (Mr. Mills).
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corr.  ICLOSURE IV.

STEEL BROS. & CO., LID.,
?.0,B. 1412,
FATPA.

' 18tk metruary, 1548.

'.Bn md‘ Bauotcy,
Government 6f Palestine,

str,.

We have the honowr to acknowledge receipt of yowr letter SF/68/L8 dated
12th: instant conveying to this Company formal wotice terminating on the 15th
May 1948 the Agreemont msdo in 1943 between Hiw Excellency The High Commissioner
;‘Sm ﬂmholvel, mnrug the mhma, receipt erd dtstridution of commodities in

0.

The reason vhich hes: accmond. the tanination of this Agreement is fully
wmdarstood, and we are aure that the Directors of the Company would wish to de

. uﬁchﬁdﬂth&emm:mu@tbemgma.aatoqutomaxx-

cellency the High Comsissionsr for Palestine, omr asppreclation of the generous
ecognition of owr work whick His Excellency hao ‘bmmkind.altoaakmto

mh"o

Itm‘hmaplmmtoruﬁoboof-erucotomcomt, and we
nﬂ&lihtophcemrmﬂourm:'mmme friendly, considerate end
g treatment end support vhich we have at all times recelved at the
hands of tho Officials of the Palastine Govermeent, with whom 1t has Deen our

‘pmmtocmtomhgmemtei@t:m.

The u‘b:cct'mtta; mtnuil in the concleding paragrarh of your letter a2
recéliving our interested atiemtion, aud we &re pleased to note that you consider
the United Nations Commission may wish to exrrange for an extension of our Agency.

Wo thank you for the steps which are being takem to hring this matter to tke notice

of the United l!atloﬁl , throngh tho United Kinglom Delegation in New York.
We have the homowr to Dde,
stz ‘
Your _o‘b-uené sarvents,

per pro OTEEL BROTHERS & CO. LED.
 (sar)
NARAGER.



