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It was agreed at our first meeting in June that the Dairy Sub-Group would carry
out an analysis of the specific characteristics of the structurc and problems of
world dairy trade including the direet or indirect impact of trade barriers and trade
distorting practices. To assist in our task, my delegation would like to outline the
problems confronting trade in dairy producLs.

WOrld tr ade in dairy products tukes place largoly between four major trading
arcas:  the European Community, other Western European countries, North America, and
Occania. & number of factors have influenced, cither directly or indircctly, the
structure of trade in dairy products tha® is today characterized primarily by .an
cxtraordinary degrec of govermment intervention. Most of thesc factors are well
known. A not accessarily cxhoustive list would include:

~ tho concentration of production and consumption in only a few developed
countrics; '

- the small percentage (about 4 per cent) of world milk production entering
into world trade (as dairy products) and the conscquunt extreme fluctuations
of uxport supplics resulting from sm111 shifts in domcatlc production and/or
dcm“nd in major produc:.n° countrics

- the solx-suLflclcncy OOJoctives of major importing countrics, particularly in
relation to frosh fluid milk which is too porishable to be traded videly, and
concerning which there ars special domestic hygicnic concerns;

- the fact that butter and non-fat dry milk arc joint products with diffcerent
short-torm and soculnr demand charactoristics;
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- the link botween beef and milk production in Western Europe where duale
purposc breeds constluuto the basis for both 1nduutrles,

- the proferential trading pattorns that developed as part of the political
history of key major trdading countrics, and rccent changés in those
puatterns,

Countrics have cited many of these factors in justifying the trode measurcs
they hove adopted in order to maintain stoble markets and adequate supplics.
These measures have proliforated to the point that it would now be difficult to
identify a commodity group where the structurce of world trade is more heavily
influenced by goverrment measurcs than dairy products. Exports arc often
govorned more by the dégrec of direet and indirect govermment subsidization than
by consideratioas or economic . cfficicney or comparative advantage. Imports arc
generally allocated by quotas or licensing, rather than by the operation of the
market. Somc countrics' import restrictions sérve primarily to afford protection
from sub51d1zcd importe whilce other countries' restrictions would protect high
domestic pricc support prograrmes coven in the abscnce of subsidized competition.
Some countrics limit imports but, at the same time, cllow a rclatively stable
degree of market access while pursuing policics which allow domestic production
to adjust to changing market necds; othor countries have variable import levies
which provide unlimited protection to domestic production.

Concurrent with this extraordinary degree of govermment intervention,
interrational co-operative efforts have been uwadertzken by certein countries, and
these efforts, too, have influenced ~ indecd have become part of - the siructure
of intcernationcl dairy trade. Instead of allowing world prices of ‘dairy products
to adjust significantly downward as conditions of oversupply occurred, and
thereby cncourage trade and consumption increascs, these countries have attampted
to sct minimum o:pport prices. The predictable results have been that surpluscs
continucd (cxcept when affected by cconomic developments largely outside the
deiry sector) and subgtantial amounts of dairy products were diverted into
domestic livestock feeding, soclal programmes and forcign food aid.

One aspect of the surplus problem can be 1llugurauod in the case of butter,
Historically, the United Kingdom accounted for two thirds of world butter imports,
virtuelly all of which Orlglﬂﬁtud from the rclatively low-cost, pasturc-based
producticn of the Oceania rogion. Periodic butter surplusecs 'in other countries
wore generally managed (through domestic programmes and foreign food aid) without
major disruption of this major sogment of world trade. However, with the
accession of the United Kingdom into the European Leonomic Community, EC butter
surpluses arc being channelled into the United Kingdom while Occania suppliers arc
.left to scek alternative outlets or to otherwise adjust to the gradual loss of
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the principal world export maritet. Except where offset by protective measures,
this devclopment means increased import competition pressurcs on other major
trading countries., The current special arrangements pormitting UK imports from
non-EC sourccs arce due to be phased out by 1977 or 1978.

In_general, the factory utilization of milk is an important factor in the
world oversupply problem of certain dairy products. The following table
sunmarizes percentage changes in milk production and utilization in major
producing reglons between 1964 :nd. 1975:

;  Production Utilization as
% ; |  Fluid Factory | Fecd
% North imerica } - 5.1% ; - 5.,0% ; - 4.2% i -28.2%
; Western Europe i +13.2 i - 0.9 g +27.2 } -13.4
| Occanic L0l 4T = 3u ‘ +£46.8
TOTAL f + 5.5 L= 244 +13.3 . =14.0

i

This table shows that since 1964 milk production has declined by about
5 per cent in North America, incrensed only slightly in Oceania but was over
13 per cent higher in Western Europe. It should also be noted that factory
production of dairy products declined by 3-4 per cent in North America and
Oceania while increasing cbout 27 per cent in Western Europe during this same
tvelve-year period.

In sumary, the United States ibCla that our discussion this weel: should
focus on the disruptive trade practices of' countrics, rather than the domestic
programes that lic behind thesc practices. My delegation feels that it is the
degrec to which most major trading countries interfere with international trade

in dairy products, and the adversc combined comnsequcnces of this interference,
which is distorting world dairy trade. :



