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Draft Report

Introduction

1. The Committee of the Protocol Regarding Milk Fat held its third session on
25 and 26 September 1980.

Adoption of the agenda

2. The Committee adopted the following draft agenda:

1. Adoption of the agenda
2. Adoption of report on the second session
3. Information required by the Committee:
(a) Replies to Questionnaire 2
(b) Summary tables
(c) Other information
4, Review of the market situation for products covered by the protocol.

5. Review of the level of the minimum prices for products covered by
® the protocol

6. Other business.

Adoption of report on the second session

3. The Committee adopted the report on its second session., The report will be
circulated as document DPC/F/3.

Information required by the Committee

(a) Replies to Questionnaire 2

4. The Committee reviewed the replies to Questionnaire 2 and requested members
which had not yet communicated information for the second quarter of 1980 to do so
without delay. In addition, it was pointed out that the replies to Questionnaire 2
relating to the third quarter of 1980 should reach the secretariat not later than
15 December 1980.
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5. The representative of New Zealand said that in his country's replies to
the questionnaires the figures communicated in respect of stocks concerned
exportable commercial stocks. It might be useful if other participants could
indicate the nature of their dairy stocks when replying to questionnaires.
Variations in the level of stocks were an important element for evaluating
the situation in and outlook for the world market for dairy products. In an
endeavour to make the questionnaires and the summary tables more useful, the
participants could provide more information concerning the stock figures

communicated to the secretariat.

6. Several participants supported the proposal made by the New Zealand

representative. One participant pointed out that if the Committee were to €
request too many details and particulars it would be very difficult to reply
fully to the questionnaires,
(b) Summary tables
7. The Committee was informed that in accordance with Rule 28 of the rules
of procedure the secretariat had prepared, summary tables incorporating
the data provided in Table A of questionnaire 2 in respect of anhydrous
milk fat and butter. The Committee had before it a document containing
revised summary tables (DPC/F/W/1/Rev.2). The Committee took note of that
document.
(c) Other information
8. The Committee took note of the remarks made concerning the need to &)

improve information regarding food aid in respect of products covered by the

protocol.

Review of the market situation for products covered by the protocol

9. The representative of New Zealand said that during the past year there
had been a welcome improvement in the market for milk fat products. There had
been strong demand for butter from the Soviet Union and Eastern Europe in 1979

and trends in import demand so far in 1980 suggested that that region's import
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requirements would remain substantial in the short term., Reductions in EEC
stocks and export restitutions had helped to move market price for butter
to range US$1,600 to 1,800 per metric ton as compared with US$1,100 to 1,300
per metric ton same time last year. His delegation's outlook was coloured
by some uncertainty about actions by some other major exporters, but in
general his delegation expected the market to continue to firm and prices
therefore might well improve still further. Likewise, anhydrous milk fat
market prices had moved well above year earlier levels. There was some
concern that the current high prices could encourage milk reconstitution
plants to switch to cheaper vegetable oils substitutes, Market prices were
currently in the range of US$2,000 to 2,300 per metric ton. Considering all
that, prices could be expected to remain firm,

10. The representative of the United States said that the continuing increase
in milk production in the first half of 1980 had been reflected in butter out-

put which had also risen in that period. Stocks of butter had increased very
substantially, reaching 131,000 tons at 1 July 1980, as against 81,000 tons
at the beginning of the year. Sales of butter had dropped substantially in
the first months of 1980. An increase in unemployment, a reduction in con=
sumer purchasing power were among the factors which had contributed to the
decline in butter sales,

11. The representative of Australia said that the decline in milk production
had caused a sharp reduction in output of butter and skimmed milk powder. In
the first six months of 1980 his country's butter production had declined
considerably, to 20,000 tons as compared with some 27,000 tons in the corres-
ponding period of 1979. The continuing decline in milk production had also
affected the quantities available for export. The downward trend in butter
exports was continuing and for the current 1980/81 season they were expected
to drop back to around 13,000 tons. According to some estimates, domestic
consumption of butter in Australia was currently rising. Stocks at the end

of June 1980, at around 5,700 tons, were down to minimal proportions.
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12. The representative of the EEC said that according to some estimates,
butter production in the first eight months of 1980 had declined by about

1.9 per cent in comparison with the corresponding period of 1979. The fore-
cast was that for the year 1980 as a whole, butter production would probably
show a marginal increase of the order of 0.3 per cent in relation to 1979.
Public and private stocks of butter had stood at approximately 400,000 tons
at 11 September 1980, i.e. 200,000 tons below the level recorded in mid-
September of the preceding year (approximately 600,000 tons). With respect
to sales to third countries, the export situation in 1980 could be considered
satisfactory in general. Butter exports in 1980 were expected to be con- ('
siderably above the level of 302,000 tons recorded in 1979.

13. The representative of Switzerland said that butter production had
increased by about 6 per cent in the first six months of 1980 but a decline
had been forecast for the second half of the year. Imports of butter in the
first half of 1980 totalled approximately 4,000 tons, as against 3,000 tons

in the corresponding period of 1979. Imports could be expected to reach

3,000 tons in the autumn and several thousand tons in the course of the winter.

14. The representative of Canada said that in the first six months of 1980
production of creamery butter had risen by 6 per cent and over the same period
domestic consumption of butter had increased by 7 per cent. Butter stocks

had been at the level of 24,200 tons at 1 August 1980, i.e. 26 per cent below

the level at 1 August 1979. Canadian consumption of the principal dairy w
products had risen in the first half of 1980 in comparison with the corres=

ponding period of 1979.

15. The representative of Hungary said that butter production had increased
in the first half of 1980. A part of the increased production had been sold
for home consumption. Exports had also risen over the same period, reaching
3,300 tons, as against 200 tons exported in the first six months of 1979.
Total exports of butter in 1980 were expected to reach 5,000 to 6,000 tons.
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16. The representative of Norway said that butter consumption had been
increasing in his country in the past two years and the rate of increase in

the current year was expected to be around 6 per cent.

17. The representative of Sweden said that butter consumption had increased
in the first six months of the year and the growth rate of butter sales in
the domestic market had exceeded estimates. He expressed.the view that the
downward trend recorded in Sweden's butter exports in the first half of 1980

might continue in the remainder of the year.

18. The representative of Finland said that butter exports had declined in
the first half of 1980 in relation to the corresponding six months of 1979.
Taking into account a possible decline in butter production by 1 per cent,
exports might drop back to around 14,000 tons in 1980 as against 19,000 tons
in 1979.

19. The representative of Bulgaria said that both production and consumption
of butter had increased appreciably in his country, to reach 10,500 tons and
9,800 tons respectively in the first quarter of 1980. Butter production for
the year as a whole was expected to be in the region of 21,000 tons.

20. Referring to competition of vegetable oils with milk fat, the represen-
tative of Australia noted that an increase could be expected in vegetable oil
prices. No doubt prices of milk fat had continued to strengthen, but a
parallel movement might develop in the market for substitute products.

21. The representative of the EEC noted that the average price of certain
vegetable oils in competition with milk fat had recently dropped back slightly.
Nevertheless, in the view of his delegation the Committee should take account
of an important element in respect of competition between vegetable oils and
milk fat, namely increment value. Thus, a product made with milk fat could

be sold at a much higher price than a product made with vegetable oil.

Furthermore, too many elements were involved to allow a comparison of
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competitiveness between vegetable oils and milk fat; one such element was
legislation that could encourage use of one kind of fat rather than another.

Review of the Level of the minimum prices for products covered by the protocol

22. In terms of Article 3:3 of the protocol, the Committee reviewed the
Level of the minimum prices for products covered by the protocol.

23. The Committee decided, under Article 3:3 of the Protocol Regarding

Milk Fat, that the level of the minimum prices specified in that Article

would be modified to US$1,200 per metric ton for anhydrous milk fat and
US$1,000 per metric ton for butter. The schedule of price differentials
according to milk fat content set forth in Annex IIb to the Protocol Regarding
Milk Fat was consequently modified. It was agreed that the decision would
take effect at noon on 1 October 1980.

24. The Committee agreed that the decision would be recorded in the report
and would be the subject of a procés-verbal signed by the Director-General
of the CONTRACTING PARTIES to the General Agreement, certifying the entry

into force of the new minimum prices.

25. The representative of Argentina said that his delegation had hoped for
new minimum prices higher than those on which a consensus had been reached.
While his delegation had not opposed the consensus, it was not entirely
satisfied. The matter would need to be examined afresh in the near future

if circumstances so required.

26. The representative of the United States said that his delegation, in

accepting the new minimum prices, wished at the same time to express its
opinion on the justification for minimum prices, which it considered to be
safeguard prices. They should not be considered as being international
support prices, nor should they be subject to any automatic indexation or
increase. Lastly, his delegation considered that agreed minimum prices
reflected the concept of a safeguard.

L ¥
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Other business

Report to the Council

27. The Committee requested its Chairman to make an oral report to the
Council at the latter's next meeting.

Date of the next session

28. The Committee decided to hold its next session on 18 December 1980,

subject to confirmation by the secretariat.
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ANNEX/ANNEXE/ANEXO

LIST OF REPRESENTATIVES - LISTE DES REPRESENTANTS

LISTA DE REPRESENTANTES

Chairman:
Président:

Presidente:
Vice-ghairman:
Vice-Président:
Vicepresidente:

PARTICIPANTS
PARTICIPANTES

ARGENTINA

Representante

AUSTRALIA

Representatives

Mr. J.-M. Lucq (Secretariat)

Mrs. F. Hubert (Secretariat)

Sr. J.C. Raimondi

Ministro (Asuntos Economicos),

Mision Permanente ante la Oficina de las
Naciones Unidas en Ginebra ;

Mr. J.K. Baker

Assistant Secretary

(Sugar, Dairy, Fruit and Tropical

Products Branch),

Department of Trade and Resources )
L)/

Mr. J. Nicholls

Assistant Secretary,

(Dairy Marketing and Stabilization),

Department of Primary Industry

Mr. B. Norwood
General Manager,
Dairy Corporation

Mr. Charles 0'Hanlon

Counsellor (Commercial),

Permanent Mission to the Office of the
United Nations at Geneva

Secretary: Mr. L. Apalaci, CWR, Tel. Ext. 2150
Conference Officer: Miss S. Niklaus, CWR, Tel. Ext. 2350




AUSTRIA

Representative

BULGARIE

Représentant

COMMUNAUTES EUROPEENNES
COMMISSION

Représentants

LUXEMBOURG

PAYS-BAS

ROYAUME-UNI DE

GRANDE-BRETAGNE
ET DE L'IRLANDE
DU NORD
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Mr. Viktor Segalla

Counsellor,

Permanent Mission to the Office of the
United Nations at Geneva

M. D. Dimitrov

Deuxiéme Secrétaire,

Mission permanente auprés de L'Office
des Nations Unies a Genéve

M. Vittorio Allocco
Conseiller agricole,
Délégation permanente & Genéve

M. Alberto Barsuglia
Administrateur principal,
Direction générale de L'Agriculture

M. Hector de Baere
Administrateur principal,
Direction générale de L'Agriculture

Mme Jacqueline Ancel-Lenners
Représentant permanent adjoint auprés
de L'Office des Nations Unies a Genéve

M. J.C. Logger
Ministére de L'Agriculture

M. M. Hoogesteger
Ministére de L'Agriculture

Mr. P.K. Williams

Counsellor,

Permanent Mission to the Office of the
United Nations at Geneva

Mr. L.C. Mitchell
Senior Executive Officer,
Ministry of Agriculture, Fisheries and Food

Mr. R. Gwen

Second Secretary,

Permanent Mission to the O0ffice of the
United Nations at Geneva
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COMMUNAUTES EUROPEENNES (suite)

BELGIQUE

DANEMARK

REPUBLIQUE FEDERALE

D 'ALLEMAGNE

FRANCE

IRLANDE

ITALIE

CONSEIL DE MINISTRES

Secrétariat ggnéral

FINLAND

Representatives

M. Herman Hooyberghs
Ingénieur agronome,
Ministére de L'Agriculture

M. Maurice Malbrecq
Ministére des affaires étrangéres

M. Viggo Plougmann
Chef de Section,
Ministére de L'Agriculture

M. R. Pfeiffer
Ministére fédéral de L'Alimentation,
de L'Agriculture et des Foréts

M. J. Wenzel
Mission permanente auprés de L'0Office
des Nations Unies & Genéve

Mlle Sylvie Bouruet Aubertot
Attaché d'Administration,
Ministére de L'Economie

Miss Brid Cannon
Department of Agriculture

M. R. Trioli

Directeur général,

Mission permanente auprés de L'Office
des Nations Unies 3 Genéve

M. A. Seguso
Administrateur principal

Mr. Matti Pullinen

First Secretary,

Permanent Mission to the Office
of the United Nations at Geneva

Mr. Antti Kuosmanen

Attaché,

Permanent Mission to the Office
of the United Nations at Geneva

Dr. Juhani Rouhiainen

Economic Research Centre for Agriculture

L3
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Representative

JAPAN

Representatives

NEW ZEALAND

Representatives

NORWAY

Representative
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Mr. P. Naray

First Secretary,

Permanent Mission to the Office of the
United Nations at Geneva

Mr. M. Iwamura

First Secretary,

Permanent Mission to the Office of the
United Nations at Geneva

Mr. 0. Nozaki

First Secretary,

. Permanent Mission to the Office of the
United Nations at Geneva

Mr. S. Miyamoto

Deputy Director,

Milk and Dairy Products Division,
Ministry of Agriculture

Mr. J. Yeabsley

Counsellor (Economic),

Permanent Mission to the Office of the
United Nations at Geneva

Mr. S. Rajasekar
Senior Agricultural Economist,
Ministry of Agriculture and Fisheries

Mr. E. Rogerson

Second Secretary,

Permanent Mission to the European
Communities in Brussels

Mr. Charles Patrick
Assistant General Manager,
Dairy Board

Mr. S. Kvakkestad
Counsellor,
Ministry of Agriculture
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SOUTH AFRICA

Representatives

SUISSE

Représentants

SWEDEN

Representatives

UNITED STATES OF AMERICA

Representatives

URUGUAY

Representante

Mr. D.J. Bezuidenhout

"Counsel lor (Economic),

Permanent Mission to the Office of the
United Nations at Geneva

Mr. H. Steynberg

Counsellor (Agricultural Economics),
Mission to the European Communities
in Brussels

M. Michel Besson

Chef de Section,

Office fédéral des affaires économiques
extérieures

M. G.-A. StUnzi

Adjoint scientifique,

Office fédéral des affaires économiques
extérieures

M. V. Herrmann
Chef de Section,
Office fédéral de L'Agriculture

Mr. B. Nilsson
Assistant Head of Section,
National Agriculture Marketing Board

Mr. H. Ander

First Secretary,

Permanent Mission to the Office of the
United Nations at Geneva

Mr. Anthony Cruit
Agricultural Attache,
Office of the Trade Representative

Mr. Ernest Koenig
Senior Staff Economist,
Department of Agriculture

Sr. A. Moerzinger

Primgr Secretario,

Mision Permanente ante la Oficina de
Las Naciones Unidas en Ginebra

U
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OBSERVERS/OBSERVATEURS/0OBSERVADORES

CANADA
Representative Mr. Phillip G. Douglas
First Secretary,
Permanent Mission to the Office of the
United Nations at Geneva
EGYPT
Representatives Dr. Adel EL Gowhari

Minister Plenipotentiary (Economic and
Commercial Affairs),

Permanent Mission to the Office of the
United Nations at Geneva

Mr. Mohsen Farid
‘® Third Secretary (Commercial Affairs),
‘ Permanent Mission to the 0ffice of the
United Nations at Geneva

- ’
ESPANA

Representante Sr. Miguel Angel D{az Mier

Consgjero Comercial,

Mision permanente ante la Oficina de
las Naciones Unidas en Ginebra

NIGERIA

Representative Mr. J.0.H. Ume
First Secretary,
Permanent Mission to the Office of the
United Nations at Geneva

ROUMANIE

Représentants M. L. Paunescu

Premier Secrétaire (Economique),
Mission permanente auprés de L'Office
des Nations Unies a Genéve

M. G. Dumitru

Conseiller,

Ministére de L'Agriculture et
L'industrie alimentaire

Mme A. Motiu

Conseiller,

"PRODEXPORT" - Entreprise de
commerce extérieur

"TURQUIE

Représentant M. R. Erk

Conseiller,

Mission permanente auprés de L'Office
des Nations Unies a Genéve




