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Working Party on Dairy Products 

NOTE BY THE CHAIRMAN 

Attached is a communication from the Government of New Zealand to the 
secretariat, dated 24. July 1969. I wish to draw the particular attention of the 
members of the Working Party to the last paragraph on page 3, containing a request by 
the New Zealand Government for the Working Party to be reconvened as soon as possible 
with a view to proceeding with substantive negotiations. 

The date on which the Working Party could reconvene will be announced later. 
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• The"New Zealand Government-has -given most careful consideration to the 
proposals circulated by the GATT secretariat in document Spec(69)45 and to the 
views which were expressed at the February meeting of the Wording Party on 'Da-ipy.--. • 
Products. It is convinced that conditions of international trade in dairy 
products are such that the conclusion of an arrangement designed to stabilize 
prices has now taken on additional urgency. The stock situation for butterfat 
products and for milk powders, particularly in Western Europe, has become so 
serious that the circumstances of trade in dairy products will become increasingly 
intolerable in the absence of collective international action. The stage has now 
been reached when even the most efficient of producers cannot avoid incurring 
serious losses in markets which do not offer any protection against subsidized 
imports. 

The New Zealand Government believes, in the light of its examination of the 
results of the February meeting, and following detailed discussions with the 
Australian Government, that substantial progress could be made towards the 
conclusion of an international arrangement on dairy products if the proposals 
relating to the establishment of minimum prices were to be revised in order to 
meet some of the considerations raised during the last round of discussion. 

Accordingly a revision of paragraph 1 of Article II of the draft arrangement 
circulated in Spec(69)4-5 has been prepared in consultation with Australia, which 
is in broad agreement with the proposal. 

The revised proposals envisage the establishment of five import zones based 
on what are, for the most part, geographically distinct trading areas, and three 
export regions. Basing points would be established in each of the import regions. 
The c.& f. prices established for these individual basing points should be regarded 
as indicative and not necessarily prices which might be achieved in the actual 
market conditions. Their purpose is to provide a point of reference from which 
f.o.b. prices for the various export regions can be derived. It is envisaged that 
many of the terms used in the redraft, and elsewhere in the text, will need to be 
defined in a separate Article. 

There are t\ro additional points to which the attention of members of the 
Working Party might be drawn. First, it is intended that the composition of zones, 
the f.o.o. prices for each region of origin to each marketing zone and the basing 
points to be included in the proposed Annex to the arrangement should be the 
subject of negotiation. Second, the revised basis for establishing appropriate 
minimum prices for butter, butterfat and skim milk powder has been carefully 
designed to meet the known positions of many of the countries which have expressed 
themselves as having difficulties with the original proposals circulated by 
New Zealand. 

The reformulation of Article II has been undertaken in an effort to reach 
common ground with other participants. Both the New Zealand and the Australian 
Governments believe that it forms a basis on which negotiation should speedily be 
resumed. They hope that other participants will react in the spirit of compromise 
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on which it has been based in recognition that participating countries would all 
stand to gain from the restoration of order to conditions of trade in dairy 
products. 

The New Zealand Government would be glad if the Director-General would, in 
circulating the revised proposals, take steps to arrange for the Working Party to 
be reconvened as soon as possible with a view to proceeding with substantive 
negotiations. 
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PROPOSED REDRAFT OF ARTICLE II 

Delete paragraph 1 and substitute the following paragraphs: 

1. Subject to the provisions of paragraphs 7 and 10 of this Article and 
Article VI, participating countries agree that the following c.& f. price 
objectives should be established in respect of the designated import basing point 
specified in Annex A: 

Product Type A(l) Butter - U3$ per 100 legs. 

Product Type A(2) Anhydrous milk fat - US$ per 100 kgs. 

Product Type B Skimmed milk powder - USf per 100 kgs. 

2. In order to achieve the price objectives for the products listed in 
paragraph 1 of this Article, participating countries agree to ensure that their 
exporters will refrain from offering such products for sale at less than the 
f.o.b. prices specified in Annex A. 

3. The minimum f.o.b. price established in Annex A for each region of origin 
shall be obtained by deducting freight costs (to be negotiated) for each product, 
from the region of origin to a designated import basing point in each import zone, 
from the price objectives established in paragraph 1 of this Article. 

U' If any of the products listed in paragraph 1 should be offered for sale on 
other than an f.o.b. basis, the price shall be determined by adding the currently 
prevailing transportation costs to the appropriate minimum f.o.b. price designated 
in Annex A, together with any surcharges, port dues, consular costs, loading 
charges or any other charges which are incurred in moving the product from free 
aboard ship in the export country to free alongside ship in the importing country, 
including any costs involved in trans-shipment from an intermediate port. 

NOTE; 

1. Paragraphs 2-8 of draft Article II in Spec(69)45 should be 
renumbered 4-10. 

2. A draft Annex is attached proposing a scheme for the establishment of 
regions of origin, import zones and basing points. It is emphasized that the 
Annex has been prepared on a tentative basis, in order to provide an illustration 
of how the revised provisions of Article II of the draft arrangement might be 
implemented and would be subject to amendment in the light of further negotiations 
in the Working Party. 
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3. It is envisaged that many of the terms used in the above paragraphs 
would need to be spelt out in a separate 'j?ticla which would be drafted at the 
negotiating stage. 

4. It is intended that the above paragraphs should apply to all the 
products listed in Article I of Spec(69)4-5 except Product Type B(2) - Skimmed 
milk powder sold for other purposes than human consumption. New Zealand and 
Australia now envisage that a minimum price should be established for Product 
Type B(l) only, but that the- arrangement should be appropriately amended to 
provide that all skimmed milk powder sold for purposes other than human use should 
be packed in containers marked in such a way as would readily distinguish them 
from powder certified for human consumption. 



Spec(69)108 
Page 6 

PROPOSED ANNEX TO PARAGRAPH 2 OF ARTICLE II 

Exporting countries in each of the three following re0ions: 

1. Europe 

2. North America 

3. Oceania 

'agree to ensure that skim milk powder (butter) (anhydrous milk fat) is not 
offered for sale, free on board, at less than the prices set out below to all 
destinations in each of the following zones: 

Import zone 

A. The Western Hemisphere: 
including Europe, countries bordering the 
Mediterranean, and West Africa 
(Import basing point - Barcelona) 

B. The Indian Ocean: 
including the Persian Gulf, East Africa, 
India, Pakistan, Burma and Ceylon 
(Import basing point - Bombay) 

C. Asia: 
including all countries bordering the Pacific 
between Singapore - Malaysia and Japan, 
including Indonesia and the Philippines 
(import basing point - Singapore) 

D. The Caribbean and Eastern South America: 
including all countries in and bordering 
the Caribbean and the Atlantic coast of 
South America 
(Import basing point - Trinidad) 

E. Western South America: 
including all countries bordering the 
Pacific Coast of South America 
(Import basing point - Callao) 

Region of 

Europe 
North America 
Oceania 

Europe 
North America 
Oceania 

Europe 
North America 
Oceania 

Europe 
North America 
Oceania 

Europe 
North America 
Oceania 

USjjper 
100 kgs. 


