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A. Introduction 

1. The Working Party met on ±U and 15 May 1968 in order to discuss technical 
issues relating to international trade in skimmed-milk powder, and to measures 
for' increasing consumption of dairy products in particular through food aid. In 
its discussion it was guided by the list of technical issues (Spec(68)10) and the 
list of points to be considered in this connexion, set out in paragraphs 8 and 9 
of document Spec(68)11. It also had before it statistics on exports of skimmed 
milk powder, prepared by the secretariat (Spec(68)37)i 

2. Opening the discussion, a member of the Working Party said that the problems' 
in world dairy trade, which had already been urgent when the Working Party had 
been set up a considerable time ago, had since become rapidly aggravated. The 
situation was ruinous for the countries which depended for their livelihood on 
exports of dairy products and increasingly costly for those that subsidized exports. 
He regretted that no action had been taken so far, not even by way of restraint on 
a unilateral basis. He recognized that progress had been made on certain technical 
issues, but stressed that the technical work must be completed rapidly so as to 
enable the Working Party to move to the decisive stage of arriving at mutually 
acceptable solutions the moment a concerted attempt became possible. Considera
tion should also be given to the speed with which a scheme, once it was agreed, 
could be brought into effect. The Working Party could leave the longer term 
structural problems to the Agriculture Committee, but must deal with the effects 
of these problems in the immediate future. Action taken by the Working Party 
could lead to an orderly expansion of trade and the creation of new markets. The 
alternative was a continuation of a senseless price war to the benefit of no one. 

3. A member of the Working Party agreed that the examination of the technical 
issues should be as complete as possible so as to enable the Working Party to pass 
to the decisive stage at its next meeting, which should be timed accordingly. 
Other members also expressed their agreement that the work should, in the next 
instance, move into the decisive stage, and hoped that, in view of the worsening 
dairy situation, this would happen at the earliest possible moment. One of these 
members observed that the situation would continue to worsen as long as exports 
continued to be sold at cut prices in commercial markets; he therefore called 
for a reduction in subsidy payments. 
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B. Technical issues relating to trade in skimmed milk powder 
Characteristics of trade 

4* The Working Party discussed the characteristics of trade in skimmed-milk 
powder, in particular as compared with those of the butter trade. A number of 
differences between the two types of trade were noted. There was a difference in 
the trade patternj while butter imports were largely concentrated in one market, 
numerous markets existed for skimmed-iriilk powder. Three major suppliers accounted 
for two thirds of world exports of-butter, while the number of actual or poten
tial suppliers of skimmed-milk powder vas substantially greater. Trade in 
skimmed milk powder, which in the past had been regarded as merely a by-product 
of butter making, did not have the same history as trade in butter. The volume 
of trade was also different. Butter was mainly sold directly to the final con
sumer, and in contrast to skimmed-milk powder had only a limited number of uses. 
There was' à strong non-commercial demand in addition to a substantial commercial 
demand in the case of skimmed-milk powder, the market for which was expanding. 

Definition and terminology 

5. There was consensus in the Working Party that the definition of skimmed-
milk powder contained in the FAO/WHO Code of Principles Concerning Milk and Mil; 
Products was useful for the purposes of the Working Party, in particular as it 
coincided fairly closely with that applied by a number of countries represented 
in the Working Party. According to the FAO/TWHO Code, skimmed-milk powder shall 
hot contain more than 1.5 per cent of fat by weight of product and not more than 
5 per cent of water by weight of product. 

6. It was noted that this definition might not cover certain types of non-
whole milk powder, such as butterailk po\*der. In view of the fact that these 
products entered world trade only in relatively small quantities and at prices 
similar to those of skimmed-milk powder, it was considered that evasion of a 
price scheme for skimmed-milk powder by means of these products was not very 
likely. Should it occur, the authority administering the price scheme should 
be able to take the necessary action. The problem of definition as regards 
these products could therefore be set aside for the purposes of the current 
discussion. 

7. A member of the Working Party stated that in discussing price schemes, he 
could accept the use of the term "minimum price scheme", provided it was inter
preted broadly so as to include various possible forms of price discipline, 
including reference prices. 

Use of f.o.b. or c.i.f. basis 

8. Several members of the Working Party supported the use of a f.o.b. basis 
in a minimum or reference price scheme, on the grounds of greater simplicity of 
operationj the view was also expressed that a limitation and control of export 
subsidies could more easily be implemented on such a basis. Some members 
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supported a c.i.f. basis on the grounds that the problems existed in import 
markets, whose situation was more closely reflected by Ciiif. prices. A number 
of members found either basis acceptable, provided it made the system effective; 
some of these members nevertheless expressed a preference for one or the other. 

Number of minimum or reference prices 

9. The Working Party considered whether a price scheme for skimmed-milk 
powder should be based on a single price, or on a set of prices fixed country 
by country, or by zones. A member of the Working Party pointed out that this 
question was linked to the structure of participation in the scheme, and to the 
obligations respectively assumed by exporters and importers. If, for instance, 
the obligations assumed by importing countries were only in the nature of 
reporting procedures, so that the responsibility of price observance would rest 
on the exporters, the question would have to be solved in that light. On the 
other hand, importers had an interest in the levels at: which prices would be 
negotiated and might therefore be ready to assume certain other obligations; 
this would correspondingly influence the choice between a single price or a set 
of prices. 

10. Some members of the Working Party considered that in the interest of 
simplicity, preference should be given to a single minimum or reference price. 
One of these members considered that possible demands by importing countries for. 
several prices might, however, have to be met at the negotiating stage. 

11. The point was raised how account would be taken of the interest of develop
ing countries, in particular if there were only a single minimum or reference 
price. Commenting, a member of the Working Party explained that, firstly, in 
setting the price level account would have to be taken of the interests of 
consumers. Secondly, a large number of developing countries were not yet in a 
position to purchase skimmed-milk powder almost at any price, and these would 
benefit from the food aid scheme. Another member added that countries that 
were able to cover at least some of their requirements at present prices, might 
not be able to do so if prices were raised, and would become more dependent on 
food aid as a result. 

Quality differentials 

12. In addressing itself to the desirability of incorporating a system of price 
differentials in the scheme for skimmed-milk powder, the Working Party noted . 
that while price differences actually observed in the market might reflect 
differences in quality, they tended more to reflect the process by which the 
powder was produced (i.e. spray-drying versus roller-drying), the end-uses for 
which it was destined, as well as the terms of the sales contract. It was 
further noted, however, that in practice the price differences would in general 
not be very largej end-uses could be difficult to establish and might thus not 
provide a basis for implementing price differentials; and any scheme involving 
such differentials would be difficult to supervise effectively. 
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13. The consensus of the Working Party was, therefore, that a price scheme for 
skimmed-milk powder should probably not contain provisions for price differentials. 

Observance of minimum prices: question of non-member exporters 

14. A member of the Working Party, noting the relatively large number of 
countries engaged in trade in skimmed-milk powder, expressed the view that non-
participation in the scheme by some inporters would not prove as serious as non-
participation by some exporters, and particularly new exporters. Another member 
observed that the aim should, obviously, be the widest participation possible; 
the fulfilment of this aim as regards importing countries would imply a process 
of consultation with them on price levels. The obligations importers should be 
asked to undertake should probably not go beyond reporting procedures. New 
exporters should be invited to join in the scheme; at the same time the authority 
administering it could look into any matters and decide whether or what action 
was to be taken. Other members of the Working Party considered that there was a 
wide range of possible obligations by importers, from a mere reporting;procedure 
to an outright prohibition of imports at prices inconsistent with the scheme; 
other possibilities were not to import below a given price, or an undertaking to 
purchase only from other participants. The last-named possibility might, for. 
instance, be applicable to importing countries which could not supervise the 
prices of imports because these were exempt from duty or subject to a specific 
duty, and*in the hands of private importers. 

15. Some members representing importing countries stated that it would be 
difficult for them to assume obligations beyond reporting. Doubts were also 
expressed as to the ability of developing countries to assume obligations beyond 
reporting. 

16. As regards the possibilities of implementation, a member of the Working 
Party stated that in a number of countries - as- in his - the export trade was 
in the hands of a single agency, so that it would not be difficult to operate 
a scheme based essentially on exporters' obligations. Several other members 
confirmed this view. 

Administering authority 

17. The Working Party briefly discussed the possible structure of the body that 
would be charged with administering a minimum or reference price scheme for 
skimmed-milk powder. A member of the Working Party felt that such a body should 
comprise all actively participating members of the scheme. Another member won
dered whether in view of the short-term nature of the scheme, the administering 
body could not be set up within the framework of the GATT, possibly in the form 
of a committee such as the present Working Party. In this connexion, the view 
was. also expressed that this was a question to which the CONTRACTING PARTIES 
would no doubt be able to find an appropriate solution. 



Spec(68)52 
Page 5 

Criteria for fixing prices 

18. Most of the points under this heading were felt to be of a nature that 
would make their discussion more fruitful during the subsequent stage of work. 

C. Measures for increasing consumption through food aid 

19» At the request of the Working Party, the representative of the 
Food and Agriculture Organization made a statement on the work of his organiza
tion in respect of the use of dairy products in food aid. He informed the 
Working Party on the study being carried out by the FAO on this subject, which 
was now nearing completion. 

20. At the request of the Working Party, the representative of the World Food 
Programme addressed the Working Party on the aims, methods and work of his 
organization, and the practical problems encountered. 

21. The Working Party welcomed the statements by the representatives of the 
FAO and WFP, and expressed its gratitude for the most valuable contributions 
that these statements had made to the work of the Working Party. At the 
Working Party's request, the texts of the two statements are being reproduced 
as documents Spec(68)48 and 4-9, respectively. 

22. A member of the Working Party wished to underline two points which emerged 
from these statements: firstly, that food aid could lead to the creation of 
new commercial markets and, secondly, that butter fat and butter oil were also 
important for food aid, in addition to skimmed-milk powder. His delegation 
envisaged a two-pronged approach to the present dairy problem. This consisted, 
firstly, in the establishment of a price discipline in commercial markets and, 
secondly, in the rapid launching of a food-aid programme in order to reduce 
surplus stocks and thus relieve the pressure on commercial markets. The 
administrative problems involved would probably not present major difficulties; 
institutions existed with experience in handling and distributing commodities 
without adversely affecting commercial trade channels. 

23. A member of the Working Party indicated his delegation's readiness to 
participate in a food-aid programme as part of a minimum price scheme, although 
a certain amount of work remained to be done with respect to the proposal as a 
whole. Other members agreed that work should proceed rapidly on both parts of 
the proposal, but pointed out that progress on price discipline should not be 
made dependent on progress in respect of the food-aid programme. 

D. Future work and date of next meeting 

24.. Members of the Working Party agreed that the technical work could be 
regarded as completed, and that the next task before the Working Party was 
a concerted attempt to arrive at mutually acceptable solutions to the urgent 
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problems facing international trade in dairy products. In this connexion 
mention was made of certain decisions in respect of dairy products that still 
remained to be taken in certain countries and which were relevant to the 
activities of the Working Party. 

25. It was agreed that the date for the next meeting of the Working Party 
would be set by the Chairman in consultation with members, in the light of 
developments in the matters under consideration. Bearing in mind the urgency 
of the problem, the aim should be to hold this meeting before the summer recess. 


