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GENERAL AGREEMENT ON 12 er 1969
TARIFFS AND TRADE Limited Distribution

WORKING PARTY OF DAIRY PRODUCTS

Report by Chairman of Working Party

1. The terms of reference of the Working Party are, "to conduct, on behalf of the
CONTRACTING PARTIES, consultations under Article XXII:2 on urzent problems in
international trade in dairy products with a view to arriving at mutually acceptable

solutions and to report to the Council".

2.  The Working Party has held a number of meetings as a result of which I have been
able to draw up the textof an Arrangement which is contained in 1/3296. Some
individual members of the Working Party hacd problems with certain points in the text
but agreed, with the Working Party, that the Arranzement should be open for acceptance
in its present form; it would then be for their authorities to consider acceptance

of the Arrangement.

3. The representative of fAustralia pointed out that, in Australia's view, the
operation of the .rrangement would give rise to a situation in which reconstituted
da’ry products using skimmed milk powder as a raw material were adverse.y affecied by
competition from similar procducts exported in their finished form and that this
problem should be dealt with in the text of the Lrrangement by the inclusion of a
specific provision to allow action to safeguard the competitive position of these
reconstituted products. The representative of the Furopean Communities pointed out
that this was a specific case of the more general problem of competition between
products covered by the .irrangement and products not covered by the Arrangement. It
was the concensus of the Working Party that this problem should not be dealt with in
the text of the .rrangement itself but by recordin; the recoznition of the Working
Party that the operation of the ‘irranzement could jive risc to a situation in which
skimmed milikk powder put on the market in the form of reconstituted dairy products was
adversely affected by competition from similar products sxported in their finished
form or; in more general tcerms, in which a prochU covered by the present frrangement
was adversely affected by competition from products not covered by this /[rrangement.
Thus it was to be understood that if any participant belisves that its commerical
interests are, or are likely to be, seriously endan;cred as a result of such
competition from similar products exported in their finished form or in general terms
from products not covered by this fLrrangement from participating countries, thc

~ramntlr

oartJCJnanfc concerned shall enter inte consultations promptly in order to find ways
and means to remedy the stated difficulty. Those participants shall notify and report

to the iManagement Committec on such coasultatlous.
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4y It was also the undorstanding of the Workiug Party thot::

there is no conflict between the first sentence of Irticle III:5 and
trticle VII:5;

the adoption of the rules of the Management Committee will be left to the
first meeting of the Committce on -the undorstanding that the method used in
arriving at a decision on the rules woulc be the samc as that used in
agreeing on the text of the rrangement itself; .

‘one method of forming a judgment on the adjustment tc be made for the
additional cost of packing for retail sale foreseen in paragraph 4 of
Article ITI would be by means of a comparison of prices on the internal
market of the exporting country; .

if the active finishing trade creates problems in the management of the
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srrangement these will be discussed in the ianagement Committee; and
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the Japanesc and Danish control systems described 4 ; the negotiation of
the ‘rrangement seem to provide an acceptable way to deal with these problems
and formal confirmation will be given at the first mecting of the Management
Comaittee. ‘

5. The represcntative of Finland said that he reserved his position on the use

of an f.0.b. price as the basis for the minimum price. The representatives of
Sweden and Norway said that the use of an f.o.b. price should not be regarded as

a precedent for other products and expressced the hope that tihe spirit of compromise
which had been shown in the negctiation of the rrangement would also be shown in
the enagement Committee if their zovernments should find 1t nccessary to ask for

a derogation. '

6. The representative of the United States saidthat, bzcause of the derozation
for skimmed milk powder for animal feed contained in the lrraagement, the United
States found it impossible to participate inm the rrangemeat. He said that the
United States would, howecver, be willing to participate on the Monagement
Committec 2s an obscrver if this was deemed desirable by the participants in the
Lirrangemcnt. ‘

7.  The Working Party agrced to hold its next mseting on 12 Januwery 1970. is
provided in the lrrangenent, this meeting would enable participants to judge
whether, in their view, participation iu the ‘rranscment wis sulficient to put
irrangement into force. It was alsc sgreed thelt at that meztin: there should b
preliminary exchanze of views regarding arrangements for the supply of dairy
procucts as food zid in 1970.
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also agree? that it was the intention of the Working Porty as a whols
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to go aheed as soon as possible with its work on butter and sutter fat.



