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1. In September 1973, Ministers mceting in Tokyo agreed that trade liberalization
should be the principal objective of these multilateral trade negotiations.
Consistent with its general position the United States supports trade liberalization
in the dairy scctor as it does for agrisultural products generally. Trade
liberalization in this sector should be a major objective of our work.

2. The world's dairy trade is particularly encumbered by trade restricting and
trade distorting mcasurcs. Liboralization could be cxpected to bring about more
stablc market conditions and a more efficicent allocatlon of resourccs in the world's
agriculturc. '

3. The distortion of current trade, duc to export sub31dlos, import restrictions
and other measures, is substantial and clcarly has a profound impact on the
international allocation of rcsourccs in agriculturc. Most dairy producing countries
hove substantial import rostrictions. The European Cormunitics, for examplc,
maintains a high lovel of protcction through variablc levics on dairy products
imported from third countrics. Scveral other major dairy producing countrics restrict
‘dairy product imports through mininun inport prices, quotws and liccnsing. Morcover,
in rocent years, a vory largce sharc of world cxports of dairy products havc
benefitted from both dircet end indlruct subsidics in various forms.

4. The United Statcs rcadily acknowledges that its Scction 22 quotas constitute
quantitative restrictions on dairy imports. We have alrcady agreed to consult on any
quantitative restrictions notificd against us according to the procedurc agrced in tho
NTM Sub-Group on Quantitative Restrictions. We arc preparcd to cxplorc possibilitics
for liberalizing dairy quotas in the context of multilatcral solutions, provided, of
coursce, that other countrics arc also willing to liberalize their trading practices

S0 th“t our own deiry 1ndustry is not put at an unfair compctitive dlgadvonttgc.

5. To thls cnd, the United Statcs has zlso proposbd an overall solution to thc
problem of cxport subsidics and counterva 111ng dutics in the NIM Sub-Group. It
considurs that a succossful ncgotiation thore could make a significant contribution
to our objcetive of cxpanding and liberalizing world dairy trade.
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6. In March 1955, a GATT waiver was granted to the United States with rcspect to
~its obligetions under Articles 2and 11 so that it could imposc Scetion 22 inport
rcstrlctlons to prevent intorfercnce with United States Government price support
programmes for various cormoditics, including dairy products. The general question
of the continuation of the GATT waiver for application of Seetion 22 falls outside
the terms of roference of this Group. If we arc successful in agrceing to mutunl
libernlization of dairy trade ‘practices, the question of the applicability of the
GATT waiver to Section 22 quotas could be resolvad.

7. In’ 51gn1fy1ng its rcadLness to discuss more liberal access to its own markets,
thu Unitcd States expects that its trading partners wmll do tho samec.

8,»' Exporlcnco has shown that protcctionisn breeds distortions in trade and
‘production. The objectives of the negotiations should includc reduction, if not
cllnlnatlon, of the various forms of protection and trade distorting measurcs
‘whether thesc be subsidiecs, variable levies, quotas, nixing rcgulations, import
licinsing, minimun import priccs, unwarranted sanitary controls, or other types of
bord er restrictions. Trade liberalization will contribute to the cfficient usc of
rbsourccs and suhstantlal gains in the volume of world trade.

9'~ .In 1ts nnaly81s of the nced for trade llburalizutlon in deiry products, the
Unitud States has concluded that export subsidies and countervailing duties °
rcprosent a priority category of measurcs that requircs urgent attention. In this
regard, the NIM Sub-Group on Subsidies and Countervailing Duties has agreced thaﬁ
par*iulpants should sulmit proposals, including draft texts on subsidies and
countervailing problems, in October. The United States hopes to submit draft
language for subsidies and countorvalllng rules for both industrial.and
agrlcultural products. :

10.: o belicve that, in addltlon to problems already 1dontiflod, this group should
identify the major problems in world dairy trade and examine the possible techniques
and nodalities for dealing with these problcms. To this end, the secretariat should
be asked to prepare documentation swamerizing country practices, with the under-
qtandlng that participating delegatlons could subnit additional relevant material.

‘11. As far as product coverage 1s ccncornod, we belicve the terms of refcrence
need not be limited at this stage and thet countries should remain free to raise
issues relating to any deiry product category they deem to be important.

12. Mr. Chairman, to get the work of this oubéGroup under way rapidly and’
efficiently,; wo suggest that.at the next mceting the Sub-Group dcal with .each
measure thus identified in the following monner:
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(a) ascertain its economic impact on both imrowting end exporting countries; azd

(b) consider specific propnanls frem countwies regarding the measure. in each vase
communicating the resulis to other groups concerned, including the tariff and
non-tariff measures groups.

13. We expect that mcasures affectlng dairy products will also be discussed in
other appropriate groups such as the tariff and non-tariff measures groups or otiwe:
groups in accordance with the Tokyo Decleration and in particular in accordance
with the summing up by the Chairman of the Aariculture Group on 8 May.

14. Consistent with our Trade Act of 19'74,, we intend to seck cormon tre,d:l.ng rules
for agriculture and irdustry to the maximuw extent possible in the appropriate
functional group.



