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The justralian delegn tion in its stotewent 2t the first meeting of the Sub-Group
on Dairy Froducts (MTN L/D“/E/’ of 24 June 1975) coninted upon the objectives of the
Sub-Group 2nd relstzd thw=: to the ccaplexities and anterrclstionships within the dciry
sector and the problens confronting world production and trade in deiry products. We
s0id™Mhat the rarket hal undor. SONe o u stantial change in the previcus year, fron a
situaticn of shortage of sup;llv s hizh prices anl low stecks to one of slackening
defvar & felling »rices oad high stock Tlevils Tor sow nojnr products. '

e that beesuse of the Leossons learned fron the pest an? becouse
of the anrkot situstion, onoextensive prograxie of industry cdjust-
nent hed baon underts L.,u. in Luetralia, o The objoctives of the now approach wers tc
inprove tha ;ffic¢,nc~ of the industry ond its norkets operztiens cnd to agke it
ceapable of ing oon its oun feot, drowing its roturns fros lﬂrthwhila, i.e.
reclistic, ;xrk;t opgertunitizg,  The mrpose wes in offiet to oaske the industry
essenticlly suorket-oriontotel. -

Tha procsss of adjustront ds, of eovursc, still .oing on and indecd the Industries
wSsistencs Cumidiseicn 1 wxpects:ld to repert scon to the Gevernont ‘1lowing = scrics
of public hezrings i whet further eosurcs, if oy, -ro noc' d 1in the new circw-

\.;\
stafees.,  Whet hos bown achievel so £ ic the withdrowsl of =11 Governront pruductlm
and export bountics, taxation conccasiocns ~nd invostoient fllum nees, fertilizeor bounty,
snd the undervriting - for bonking rurposcn - of returns for farners for ony scemson.

Scie othur changes have also beon ks on thcru im, therofore, - ne-d to rovisc
significently sccrutarist «ccw.ont W/Q ‘

This ncticn h‘n bvbn wnlortoken Juring o tine whon reny othor. govermnents hove
been inereasing the various support ncasures and forms of cssistinec seeodrded to
their dairy industrics. It hes elsc boon pursuced buywnd the rocont poeriod when
sullors! niark.t coenditions provadlod, with the result thot whoross nweny osthor
industrizs, zspecinlly thos. Of the 380 =al until rocontly the United States have
been rumning ohce cgmin inte scrious problens of surplus, .ustralis is rolatively
well plrccl,  This isnot to ddsc wnt the Jifficuliius sur industry f-cos in selling
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its products. Howcvir, the clusr message is that the australisn industry is now
susccptible and rosponsive to  signsls eoming clearly from the market ploce.

The industrius of some other countri.s, cn the other haind, aro suscuntibli and
rosponsive to the signals thoy continu. to reccive from their governmenta, by way
of incruasing domestic pric. support ~rrangumcnts, inturvention buying, import
barri.rs, txport subsidiis and - whole nrray of indiruet forms »f -overnment
assistznee. '

At the very time thot Llustralin, on: of the two mest .fficicnt driry
producing ~nd oxporting countri.s, r.cognivus tho n;gd to rustructure and scnl.
down its industry, luss officicnt. industrics such as thos. in the EEC ond thu
Unit.d Statcs which depend for thuir continusd v1"b111ty s0 honvily on Governmont
intcervention nnd insurmountable trad. barricrs, nre gonorating now burdcensonc
swrpluses far buyond the eapacity of morkots to sbsorb. Thoge surpluscs do
nothing to hilp Austrnlia -~ ind.ocd, they only ndd to our difficultics both in
the eoursc of the driry ndjustmont progromuc ond 2lso in that 2t this very moment,
Justrnlian dairy farmers fhce thoe prospect of o ruductlun of possibly 25 por cent
in the rclotively modest pry ratus they ~r. reeciving.

A study of production «nd wxports of throc mrjor dustrolian dairy products
Puvenls some interesting tronds in the n,riod 1965 to 1973, Buttcr production
and cxports both foll by son. 40,000 tons; chuuse production and cxports posc
by 20,020 tons and 2,020 tons rugpbctlvul/ with now bich—throughput complcxces
‘rccvntly installed, skimmed milk powdoer production rosc 50,300 tons nnd .xposts
inercascd by 40,000 tons, rofluculng th.. shift in dopundince of the industry from
the butter-fot to the non-fot portion of milk. Thoere hove, of cource, been
subscquent changus.  In the last two yuers (1973/74 =nd 1074/75) Australian butter
cxports woer.s 38,500 tons ~.nd 19,700 tons rospectively.  The comprrable figures
for chocsce ore 38,000 tons -nd 34,700 tons and those for siimmed milk powder arc
Q4,00 tons and 67,CU. tons.

In the BEC(A)  ond the now mumbor 3titos ccording to figur.s cor ostimates
we have, butter production incrons.d by 107,000 tons ~nd n.t cxports roso sharply.
Chesse production £oll by cbout 155,000 tons but not oxports incrensed. The most
potablc inero-sc wos in Urﬁduﬂtion of skimm.d mill pawdur (uk .3‘” U0 tons )
while cxports incr.s.d by 100,000 tons. The United Stotes reduccd its output of
buttor by 82,000 tons and fudﬂd it neeosscry to open 2 tumpornry morgoncy,
additionnl i uloxt quots Lo muot = .shertf-ll situntion. . The United Stotes skimmed
milk powder situstion chonged in perellsl with thot for buttor, whilce chousce
production .xpanded by more then 300,500 tens. The immodisto problu which must
be freod is thot of how to dispose of world stocks Wf 2t Tunst 1.5 million tons
of skimmed mill: powder. This roproc.nts about twe yenrs' production and the

vator phwrt of it 1s hold by the D80 wnd the Unitvd Stotes (we undorste ndAhowpvbr,
some¢ inturcsting now dgv;lopmunt“ ~re talkiog plece in the Undted Stotes “market and
we howe thu United Stotes lelogmtion will bo able to commept)s
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The offccts of the swplus are being felt throughout the world dairy
economy and there is apprehension and uncertainty about the future. Clearly,
there is a nced for a ncw approach in the dairy scetor. We agree that there is
a role for stabilization but we think that much more than that is necessary.
We believe we in Australia have leoarned some very cloar lessons from the past and
we would hope that our actions in the dairy sector could help to point the way
out of the short term difficulty and towards an enduring, more satisfactory
framework for world dairy production and trade.

We sec o nced for moderation in domestic support and other arrangements which
stimulate uncconomic production even to the extent of chronic surpluses and which
also scriously inhibit consumption. We fecl there is a neced for a number of
major produccrs and importers to reflect more closely upon the costs of their
domestic programmes, their conscquences for their own citizens and for the dairy
industries of countries such as Australia.

We believe that some reasscssment will be incvitable on the part of these
other produccrs, just as it has bceon neccssary for Australia. We belicve that
the MIN and cspecially the work of this Sub-Group provide the opportunity to
trigger 2 realistic rcassessment, which would be fully consistent with the
objectives spellcd out in the Tokyo Declaration.

The Sub-Group thls week will be qnhlyzmg the world deoiry tradc and its
problems and the dircet and indircct impact of trade barriers and trade distorting
practices. So far as pessiblc solutions arc concerncd we share the view that
there is a joint rcsponsibility among importers and exporters to develop proposals
for dismantling tradc borriers and tradce distorting practices. For our part, we
think therc arc various possibilitics for international action and we would wish
to revert to thesc later.

We would consider it essential for this Sub-Group to cxplore urgently what
might be done to eliminatc quantitative restrictions on imports of dairy products.
We note that the United States has said that liberalisation could be cxpected to
brlng about more stable market conditions and =z more cfficicnt allocation of
roesources in the world's asgriculture. We agrec but we must question the caveat
placed by the United States on its willingness to explorc thoe scope for
liberalization provided, of coursc, that others do likewise.

We find it somcwhat difficult to comprehend that condition, given that the
United States Scetion 22 quotas arce extromely restrictive, are mointained under
the terms of a GATT waiver granted twenty years ago and have become progressively
more restrictive and incquitable over the years.. Thesc rustrictions arc, of
course, quite apart from the actions being pursucd with nuw vigour by the United
States in the application of their counterveiling law. o think that law is ocut-
nodled =nd its iapzet inconsistont. We think the quustlon of countervallnng duties
will need to be covered in these nerotiations,
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We would like to hear mere in due course from the EEC in elaboration of the
proposal it put forward at the first meeting of the Sub-Group., In particular,
we would like to know of any refinenents which the EEC now considers would be
desirable and appropriate in order to achieve wcrkable arrangements. We would
above all, wish to hear proposals from the EEC designed to liberalize trade
through the noderation or removal of frontier measures. We would also be inter-
ested to know whether the EEC sees any need and scope for altering its own open-
ended support arrangemnents which we feel have helped to generate at various
times a bulter nountain and an even larger skimmed milk powder mountain.

We look to Japan to liberalize its inport arrangenents in such a way as to
afford to cxporters a nore adequate and rewarding opportunity to develop the
total Japgnesa rniarket for dairy products. We would hope thau Japan's consumers
could exercise a groator influence than they presently have on the volume,
range and prices of dairy products entering the Japanese market.

We arc o¢sapp01nte1that Ghnad has seen it appropriate to increase prices
to consumers and to limit imports of butter, cheese and preserved nilk..

We consider that in the light of cxperience in the Meat Sub-Group, the
situation of each inporting and exporting country should be discussed in this
Sub-Groupa :

Ais in the case of last wecl!s nceting, we consider that any discussion of
trade barriers in this Sub-Group is without prejudice to the position we have
maintained in the Agriculture Group and elsewhere i.e. that it nay be advantageous
and sensible te discuss trade barriers on dairy products in this Sub-Group but
thot does not preclude their being discussed in some more general context in
other functional Groups or Sub-G OL.1 or in the fAgriculture Group. Naturally,
ve want to relate the work of this Sub-Group back to other Groups and vice-versa
so that a balanced and haruonloas result can be achieved.

Later and at an appropriate time, the secretariat's information document on
the international or regional co-opcra+4on devices already existing in GATT or
other bodies would be helpful in a discussion of p0531b10 new, lnproved neasures
of international co-operation in dairy matters

It seems to us that the dairy situation provides very clear lessons for
anyone concerned with world trade. £Ls we sce it, the situation broadly is that
high support prices adopted by the governnents in potentially large narkets
such as the EEC, the United States and Japan and which are aimed at ensuring a
reasonable level of farmer incomes heve very costly consequences. They result
in high donestic market prices which irhibit growth in world consumption of
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dairy products., They also result in the frequent and, for the dairy sector,
shifting accunulation of unmanageable surpluses. These surpluses and the internal
policies nake it neccssary for countries to resort to the use of export subsidies
and other devices. Efficient producers such as iAustralia feel the effects of

all these measures in the market place which, except for a short period up till
late 1974, has been characterised Ly chronic surpluses and narket instability.

The internal market régimes which arc of concern to us are sustained by
‘non~-tariff neasures, restrictions on access, rurisble levies and threshhold
prices, quantitative restrictions and State-trading practices. We have always
recognized the right of countries to protect their producers and we do not expect
then to allow their industries to be disrupted. What we do ask for is a reasonable
opportunity to compete on fair terms with cther indushries for a share of the
availsble markets. We beligve that this objective is fully consistent with and
indeed 1s at the base of the Tokyo Declaration. We believe, therefore, that
there 1s a responsibility on major trading nations especially those of the EEC,
the United Stetes and Japan to phase dewn and generally to moderate their trade
barriers in order to afford to exporters such as sustralia inproved, reasonable
and falr opportunities of access to their narkets, .

~

present fromewerk Tor trade in dairy ) ~Ls as one
nier-

In sumnmary, we see the
which has resulted in a situation which can no longer be afforded vy ishe 1
national comaunity, We do not sce how najor world traders can continuc %o
insulate their domegtic narkets for dairy products and still operate consistently
with their internationzl rosponsibilities. We therefore concider that one of th2
urgent tasks for this Sut-Group should be to devise 2 framework for liberaliszing
world trade in basic dairy products, for stabilizing the trade at a higher level
of trade, for the benefit not only of efficient producers and exporters but also
in the interests of consumers in both inporting and cxporting countries.



