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1. The International Dairy Products Council held its f i f t h session on 

1 October 1981. 

2. The Council adopted the following agenda: 

A. Admission of observers under Rules 11 and 14 of the Rules of 

Procedure. 

B. Review of the funct ioning of the Arrangement: 

- Reports on the sessions of the Committees of the Protocols; 

- Report on meeting at the level of exper ts ; 

- Replies to questionnaires 4 and 5. 

C. Evaluation of the situation in and outlook for the world market for dai ry 

products . 

D. Other business. 

A. Admission of observers under Rules 11 and 14 of the Rules of Procedure 

3. In pursuance of Rule 11 of the Rules of Procedure and as at earl ier sessions, 

the Council invi ted representatives of Mexico and Panama to follow the discussions 

at the cur rent session as observers. 
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H. In accordance wi th Rule 14 of the Rules of Procedure and as at earl ier 

sessions, the Council was informed of the requests made by OECD, 

UNCTAD, FAO and the Economic Commission for Europe and invi ted 

representatives of those organizations to follow the discussions at the 

cu r ren t session as observers. 

B. Review of the funct ioning of the Arrangement 

Reports on the s ix th and seventh sessions of the Committees of the Protocols 

5. The Council had before i t reports from the Committee of the Protocol 

Regarding Certain Milk Powders, the Committee of the Protocol Regarding 

Milk Fat and the Committee of the Protocol Regarding Certain Cheeses on 

the i r s ix th sessions, which had been circulated as documents DPC/P/7, 

DPC/F/7 and DPC/C/7 respect ively. An oral report was made by the 

Chairman of the Committees of the Protocols on the i r seventh sessions, held 

consecutively on 28, 29 and 30 September 1981. 

6. In that repor t i t was noted that the Committees had engaged in an 

exchange of information and views concerning the market si tuation for the 

products covered by each of the Protocols. Among the important features 

of the cur ren t market s i tuat ion, the Committee of the Protocol Regarding 

Certain Cheeses had noted that world production had been up about 3 per 

cent in 1980, wi th a substantial increase in part icu lar in the EEC, the United 

States and Canada. Overall ou tput had continued to expand in the f i r s t six 

months of 1981 and for the year as a whole an increase by 2 to 3 per cent 

could be recorded. Cheese exports had increased appreciably in 1980 and 

seemed to have continued to progress in the f i r s t six months of 1981. 
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Nevertheless, deliveries by certain part ic ipants were tending downward. 

According to stat ist ics available most par t ic ipants , and in part icular the 

United States, had increased the i r imports in the f i r s t half of 1981. With 

respect to stocks, fa i r ly d ivergent t rends had been noted. There had been 

a fu r the r increase in United States stocks and the upward t rend was 

cont inu ing. Cheese consumption seemed to have been developing in 1980 and 

the f i r s t half of 1981 in line wi th r is ing product ion and t rade in that 

p roduct . Nevertheless, the increase was tending to slow down in the case 

of some par t ic ipants. 

7. The Committee of the Protocol Regarding Certain Milk Powders had 

noted tha t , according to the information furn ished to i t , total output of 

skimmed milk powder had increased by nearly 3 per cent in 1980 and had 

dropped back s l ight ly in the f i r s t six months of 1981. Output in the EEC in 

par t icu lar , af ter decl ining in 1980, had dropped back fu r the r in the f i r s t 

hal f of 1981 and for the year as a whole was not l ikely to be above the 

preceding year 's level . United States product ion, af ter a considerable 

increase in 1980, had continued to rise in the f i r s t half of 1981 but could 

slow down in the second half of the year. In other producing countr ies, 

d iverg ing t rends had been recorded. According to the information furn ished 

to the Committee, exports of skimmed milk powder had dropped back in 1980. 

In par t icu lar , exports by the EEC had been decl ining in that year and in 

1981 might not reach the preceding year 's level . Despite some increase in 

other countr ies in the f i r s t six months of 1981, exports in 1981 could be 

below the preceding year's level i f the cu r ren t t rend cont inued. I t should 

be noted that Japan had continued to reduce its imports. Nevertheless, 
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demand by Mexico, Poland, the OPEC countries and South-East Asia seemed 

to have remained s t rong . The importance of domestic consumption in 

producing countr ies was under l ined. Because of the cont inuing accumulation 

of United States stocks together wi th an increase in Community stocks, it 

would seem that stocks held by the major part ic ipants at 1 July 1981 were 

well above the i r level one year ear l ier ; in the t h i r d quar ter of 1981, United 

States and EEC stocks had continued to r ise. With respect to whole milk 

powder, product ion had increased appreciably in 1980 in most part ic ipat ing 

countr ies. The general upward t rend in output seemed to have continued in 

the f i r s t half of 1981 and t rade in whole milk powder was cont inuing to 

progress. International prices of skimmed milk powder, which had remained 

stable in the f i r s t quar ter of 1981, weakened somewhat thereafter and toward 

the end of the second quar ter of the year were between US$1,040 and 

US$1,060 per ton f . o . b . In the t h i r d quar ter of the year they had been 

f luctuat ing between US$1,000 and US$1,100 per ton f . o . b . International 

prices of whole milk powder had remained stable in the f i r s t quar ter of 1981 

and had sl ipped back somewhat in the second quar ter to between US$1,420 

and US$1,450 per ton f . o . b . In the t h i r d quar ter they had been f luctuat ing 

between US$1,400 and US$1,500 per ton f . o . b . 

8. The Committee of the Protocol Regarding Milk Fat had noted that 

aggregate bu t te r production by major par t ic ipants , which had been stable in 

1980, seemed to have remained relat ively stat ionary in the f i r s t six months of 

1981, though wi th vary ing t rends from one count ry to another. In parallel 

wi th product ion , total exports of bu t te r by major part ic ipants had remained 

stat ionary in 1980. Some increase had been recorded in the f i r s t six months 
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of 1981, again wi th vary ing t rends from one count ry to another. Imports of 

bu t te r and anhydrous milk fat by the USSR, certain East European 

countr ies, the OPEC countries and certain Mediterranean countr ies had 

continued to develop in the f i r s t six months of 1981. According to 

prel iminary f igures f o r 1980 and the f i r s t half of 1981, the decline in bu t te r 

consumption seemed to have been checked. Nevertheless, according to 

certain recent indications that t rend did not seem ent i re ly general . Despite 

the considerable increase in United States stocks, aggregate but ter stocks 

held by the major part ic ipants at the end of the f i r s t six months of 1981 

were below the i r level one year ear l ier . In the EEC in par t icu lar , publ ic 

stocks and contracted quanti t ies of pr ivate stocks had declined substant ia l ly . 

United States but ter stocks had totalled 200,000 tons at 24 July 1981. The 

problems ar is ing from high stock levels had been under l ined. The Committee 

had been informed that on 5 August 1981 the United States Commodity Credi t 

Corporation (CCC) had signed a contract wi th the New Zealand Dairy Board 

for the sale by the CCC of 100,000 tons of bu t te r at US$1,550 per ton ex 

United States inland warehouses, del iveries to be spread over a period up to 

July 1982. The hope had been expressed that the transaction would not 

cause any market d isrupt ion and the Committee had been assured that on the 

cont rary i t was designed to preserve market s tab i l i ty . International prices 

of but ter and anhydrous milk f a t , which had been respectively between 

US$2,200-2,360 per ton f . o . b . and between US$2,500-2,900 per ton f . o . b . 

respectively at the end of the f i r s t six months of 1981, seemed to have 

continued to r ise. 
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9. The Committees had discussed the agenda item regarding examination of 

the level of the minimum pr ice(s) of the products covered by each of the 

Protocols. They had decided, in pursuance of Ar t ic le 3:3 of each of the 

Protocols that the levels of the minimum prices specified in that provision 

would be raised as from 1 October ( f . o . b . per metric ton) to US$600 for 

skimmed milk powder, US$950 for whole milk powder, US$600 for but termi lk 

powder, US$1,440 for anhydrous milk fa t , US$1,200 for bu t te r and US$1,000 

for certain cheeses. The schedules of pr ice di f ferent ia ls according to milk 

fat content had consequently been modif ied. 

10. The Council took note of those repor ts . 

Report on meeting at the level of experts 

11 . A note on the meeting of experts held on 17 and 19 June 1981 was 

circulated as document DPC/W/11. The experts had examined the adequacy 

of the questionnaires regarding the various products concerned, and the 

results of the examination of Questionnaires 1 , 2 and 3 which had been 

communicated to the Committees of the Protocols, were mentioned in the 

reports by the Committees to the Counci l . The latter had before it 

Questionnaire 4 as amended (information to be furn ished on products not 

covered by the Protocols), c irculated as document DPC/W/12. Unless the 

Council requests any amendments, that document wil l const i tute the new 

model Questionnaire 4. 

12. The experts also examined the modalities for drawing up the graphs 

proposed for inclusion in the status repor t . Two main problems were found 

to ex is t , namely that of the effects of using an exchange rate on the graphic 
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presentation of data , and that of the basic data needed for drawing up the 

graphs . With a view to pursuing the i r examination, the experts agreed, as 

a f i r s t s tep, to request all part ic ipants to communicate to the secretariat the 

support prices or other prices applied in thei r count ry or group of countr ies 

to milk and the various dai ry products covered by the Arrangement. To 

date, a few part ic ipants have responded to that request. 

13. The representat ive of New Zealand recalled that an updated version of 

the graphs circulated earl ier (DPC/W/10) had been recently made available to 

par t ic ipants . In the view of his delegation, those graphs gave a clear and 

concise idea of world market t rends for the products considered, wi th a view 

to a better understanding. He expressed his readiness to examine any 

possible improvements to the presentation of those g raphs , in par t icu lar , 

suggestions by delegations which had expressed doubts regarding the effects 

of convert ing into dollars prices expressed in national currencies. 

14. The representat ive of the EEC said that conversion into dollars of 

prices in national currencies distor ted the p ic ture given by the graphs . 

Those prices were a matter of domestic pol icy; application of an exchange 

rate that could va ry by reason of other factors would render the curve 

incoherent. I f all part ic ipants fe l t that the establishment of such graphs 

was really necessary, a solution might be to use an index of prices 

expressed in national cur renc ies, but before that all the information 

requested should be furnished by part ic ipants which had not yet done so. 

15. The representat ive of Argent ina recalled that dur ing the discussion by 

the experts in June, i t had been recognized that the conversion of prices 

into dollars would give rise to problems. I t might be possible to use the 
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method mentioned by the EEC representat ive, which had in fact been 

proposed by the Argent in ian delegation. 

16. The representat ive of New Zealand noted that two questions had been 

raised. With respect to the usefulness of g raphs , i t seemed to him that no 

doubt had been expressed at earl ier meetings and tha t , provided an 

adequate presentation could be devised, the usefulness of such graphs for 

the Council 's work had been recognized. With respect to details of that 

presentation and the method that had been suggested, these could be 

examined at a fu tu re meeting of exper ts . 

17. The representat ive of Austral ia expressed the view that graphs would 

indeed be useful and tha t , wi thout underestimating the problems inherent in 

thei r presentat ion, i t should be possible to f ind a solut ion. One might 

examine f i r s t the t rend in prices wi th in each coun t ry , and then see how to 

compare them. Such a comparison, even i f imperfect , could be use fu l , and 

the search for appropriate means should be cont inued. 

18. Taking into account the problems and the additional burden for 

part ic ipants of fu rn ish ing the information requested, the representat ive of 

Sweden expressed some doubt as to the desirabi l i ty of drawing up graphs i f 

they were not absolutely necessary. 

19. The representat ive of the EEC noted that no agreement had emerged 

regarding the establishment of g raphs . Before being able to express any 

view as to the usefulness of drawing up g raphs , one should have all the 

necessary information and examine its significance and possible presentat ion; 

that exercise should cover all the data, and not be limited to certain 

par t ic ipants. 
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20. The representat ive of the United States also noted that some questions 

had been raised in June and a solution to them should be sought, as a f i r s t 

step; in par t icu lar , all the information requested should be fu rn ished . The 

meeting of experts should examine the real objective and significance of the 

g raphs , as well as the means for presenting them. Interpretat ion of the 

proposed index could be distor ted i f that index was not based on prices in 

real terms. 

21 . The representat ive of Finland said that conversion into dollars of prices 

expressed in national currencies marred the qual i ty of the information 

concerned and could d is tor t conclusions regarding the t rend in pr ices. I t 

would be preferable to use prices in national cur renc ies, i f possible in real 

terms, and seek a means for comparing prices in the various countr ies. 

22. The representat ive of Switzerland noted that the question of the real 

objective of the graphs had never been examined in depth ; no decision had 

been taken regarding thei r establishment at the June meeting, the purpose 

of which had been to examine possible modalities for drawing up the graphs . 

Some possible solutions involved problems. The proposal for using indices -

A in nominal prices or in real prices - should be s tud ied, at a fu r the r meeting 

of exper ts . 

23. The representat ive of New Zealand said that the proposal for drawing 

up graphs was designed to make the t rend in national and international 

prices of da i ry products more readily comprehensible for all interested 

readers. He hoped that a solution could be found regarding presentat ion; 

the experts could be requested to continue examining appropriate modalities. 
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24. The Chairman noted that various questions had been raised and some 

time was needed for ref lect ion. I t had been suggested that at a fu r the r 

meeting, the experts should be requested to examine the problem on the 

basis of comments made at the cur ren t session; for that exercise to be 

f r u i t f u l , i t was important that the experts have all necessary information 

before them. 

25. The Council agreed that a meeting at the level of experts would be held 

in December af ter the sessions of the Committees; its work would be based 

on the repor t to the Council on the June meeting, as well as on discussions 

at the cu r ren t session. The Chairman urged part ic ipants which had not yet 

communicated the necessary information to the secretariat to do so as soon as 

possible. 

Replies to Questionnaires 4 and 5 

26. The Council took note of the data received in reply to Questionnaires 4 

and 5 and requested part ic ipants whose replies had not yet been received to 

communicate them to the secretariat as soon as possible. 

27. The observer for Canada indicated, in addit ion to the Canadian reply to 

Qustionnaire 5, that as far as the dai ry policy review was concerned, any 

government decisions resul t ing from the interdepartmental review of dai ry 

policy had been delayed pending the outcome of an analysis of the cost of 

product ion of industr ia l milk. The cost of product ion analysis was performed 

by an independent consultant whose f indings were to be submitted dur ing 

October. The policy cu r ren t l y in place would be effect ive unt i l a new policy 

was decided upon. 
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C. Evaluation of the situation in and outlook for the world market for 
da i ry products ~~ 

28. Opening the discussion on th is agenda i tem, the Chairman recalled that 

a number of questions would have to be considered in that context such as 

dai ry policies, food aid and products not covered by the Protocols. The 

Council had before i t the two documents prepared by the secretar iat , namely 

a status report on the world market for dai ry products (document DPC/W/14) 

and a note on food-aid operations in dai ry products (document DPC/W/16). 

The status repor t would be supplemented, and i f necessary amended, by 

information resul t ing from the work of the Committees. 

29. The representat ive of the United States said that he had hoped to be 

able to give the Council a descript ion of the new dairy policy which was to 

have been applied in the United States wi th effect from 1 October, the 

s tar t ing date of the new marketing year; the former programme had come to 

an end on 30 September. However, the Congress had not given i ts consent 

to the new programme in t ime. The Administrat ion's in tent ion, which had 

secured the approval of the Senate, was to establish a dai ry programme 

taking into account the exist ing surpluses in the United States. Under the 

legislation which had been in force since 1949, American support pr ices, in 

the dai ry sector as under other agr icu l tura l programmes, were f ixed in 

relation to the par i ty price index, which reflected the purchasing power of 

agr icu l tura l products . In recent years , the support prices for agr icu l tura l 

products had been f ixed only at a certain percentage of pa r i t y ; in the case 

of the support price for manufacturing milk that percentage could va ry 

between 75 and 90. In the proposed legislation the same margin was 

maintained; however, there was an additional provision to the effect t ha t . 
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whatever the price level f i x e d , expendi ture on support for the dairy sector 

should not exceed US$750 million dur ing the 1981/82 marketing year. 

Consequently the support price would have been kept at its level 

of US$13.10/hundredweight. On 1 October 1981, since the new legislation 

had not been passed, the support price had been increased by about 3 per 

cent under the 1949 legislat ion. That increase might be temporary i f , as 

seemed l i ke ly , the proposed legislation was adopted in the near f u t u r e . The 

new legislation did not provide for any hal f -year ly adjustment of the support 

p r ice , nor d id i t include any provision concerning an aid programme for the 

i ndus t r y . Milk product ion in the United States was expected to increase by 

some 3 per cent in 1981 but to slow down in the course of 1982. I t was 

d i f f i cu l t to be more specific about a development which also depended on 

other fac tors , such as costs. 

30. With regard to the dai ry herd s i tuat ion, the representat ive of the 

United States said that the number of head had increased by less than 1 per 

cent between the beginning of July 1980 and 1981. However, the ratio of 

milch cow replacement was the highest on record; that meant that the herd 

would probably increase fu r the r in the course of the year. What mattered 

most, however, was not that increase in stock but the increase in 

p roduc t i v i t y , which depended on the milk-feed price relat ionship, a 

relationship which at present was very favourable to milk producers. 

31 . The representat ive of Austral ia said that the Austral ian Government had 

introduced a new underwr i t ing scheme for manufactured dai ry products 

prescribed under the domestic marketing arrangements from 1 July 1981 to 

operate for two years. The modus operandi of the scheme was described in 
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the Austral ian reply to Questionnaire 5. The scheme aimed at in t roducing a 

more objective basis for the determination of underwr i t ing values, and at 

protect ing indust ry revenue against sharp and unexpected market falls -

wi thout d is tor t ing under ly ing long-term market t rends . I f unexpectedly 

sharp falls pulled the gross pool re turns below the underwr i t ten value then 

the dif ference would be made up from budgetary cont r ibut ions. As far as 

could be foreseen at present , the Government was unl ikely to have to make 

any such cont r ibu t ion . The Government fe l t that such a scheme assisted 

indust ry by prov id ing a greater degree of cer ta inty and predictabi l i ty af ter 

the period of contract ion and rationalization which followed the collapse of 

world market prices in the early mid-1970s, and the winding down of a 

t radi t ional source of assistance to the dairy i ndus t r y . The marketing 

arrangements included a levy mechanism to protect the stable domestic 

pr ic ing s t ruc tu re for major manufactured dai ry products . In the 

determination of these levies the Government had indicated that account must 

be taken of the under ly ing developments in the world market. The basic 

pr incipal was that the size and s t ruc tu re of the indust ry would be 

determined, in the longer te rm, by market forces. The Government had 

indicated to the indust ry that i t would not endorse pr ic ing levels that would 

imply, th rough consumer t rans fe rs , h igh levels of assistance in the longer 

te rm, or levels incompatible wi th general government policy towards indus t ry 

assistance. The Government had an implied undertak ing to defend the stable 

domestic pr ic ing s t ruc tu re . In cases where the world price situation 

required i t , and vo luntary impor t /expor t rest ra int or vo luntary changes in 

the indust ry product mix were insuff ic ient to meet the s i tuat ion, appropriate 

action would be considered by the Austral ian Government. 
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32. The representat ive of New Zealand said that his count ry remained 

v i ta l ly concerned over the situation in and outlook for the international da i ry 

market. I ts own policy was unchanged in its fundamental elements. The 

da i ry indus t ry received its re turns only from earnings on the international 

market, wi thout any government suppor t ; nevertheless, the Government 

could intervene in the event that the world market si tuation was seriously 

threatening the New Zealand i ndus t r y . As in recent years , the situation in 

the international da i ry market was cur ren t l y sat is factory, due to the 

co-operation demonstrated by governments, thei r part ic ipat ion in the 

Arrangement and the i r domestic policies. Nevertheless, as the New Zealand 

delegation had already pointed ou t , that satisfaction involved no 

complacency. The international market could be considered sound; milk 

product ion was s tab i l iz ing, and a s l ight decline in overall product ion might 

be recorded in the cu r ren t year. Nevertheless, that overall si tuation hid 

some signi f icant developments. United States product ion was cont inuing to 

r ise , despite considerable surplus stocks; despite the ef for ts being made, 

the fu r the r increase expected over the last par t of the cu r ren t year was 

cause for concern. The cur ren t soundness of the international market 

should not be read as a signal that that market, which remained very small 

in relation to total p roduct ion , could const i tute an outlet for surpluses. In 

the view of his delegation, the prime target of countr ies producing surpluses 

should be to dispose of those products in the i r domestic market. In most 

cases, the possibi l i ty of increased consumption existed in those markets 

provided the governments concerned were prepared to take on the relevant 

costs. The New Zealand representat ive urged the United States 
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authori t ies to give closest consideration to programmes for enhancing 

domestic ut i l izat ion of exist ing avai labi l i t ies. In addi t ion, he noted the 

importance of food aid and in that context the rôle of dai ry products , 

provided that the international consultation procedures were proper ly 

fu l f i l l ed . That quest ion, which would be examined later , should be a matter 

for regular exchanges of views l ike consumption which had been the subject 

of discussion in the Committees. The New Zealand representative also 

referred to the fundamental importance of EEC pol icy, in part icular the 

implications for the international market of the reduction in Community stocks 

in recent years. The governments of many countries were t r y i n g to maintain 

equi l ibr ium between supply and demand in thei r own countr ies; in the 

formulation of da i ry policies, account should be taken of the international 

economy of which they were a par t . 

33. The representat ive of the EEC noted that over the past year or two the 

Community had been pursu ing a surplus disposal policy comprising on the 

one hand a responsible expor t policy and on the other hand an internal 

disposal pol icy. The EEC had already announced the measures taken to 

encourage internal ut i l izat ion of l iquid skimmed milk in order to hold down 

stocks of skimmed milk powder. Other measures could be taken i f necessary 

without tu rn ing to the international market which all part ic ipants in the 

Arrangement were endeavouring to stabi l ize. The Community was 

endeavouring to avoid increased stocks and cause no in ju ry to other 

expor ters . Its market share for the various products reflected that 

responsible marketing pol icy. The fact that the international market was 

stabi l iz ing was not because of the reduction of Community stocks; that 
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market was developing and allowing the EEC to sell more. The International 

Dairy Arrangement had served to develop awareness of the rôle of the 

international market in the dairy sector as a whole. The satisfaction that 

could be fel t over that situation was not f ree of concern. In part icular it 

was to be hoped that the United States authori t ies would f ind a way to 

dispose of that count ry 's s tocks, which had reached a disquiet ing level , on 

the domestic market. 

34. The representat ive of Finland said that ve ry unfavourable weather 

conditions had affected his count ry 's harvests which in 1981 would be very 

much smaller than in 1980. I t was not yet possible to evaluate the 

implications for milk product ion, but declines had already been recorded in 

July and August and were expected in the ensuing months. The decline was 

also due to intensif ied control measures. Since 1 July a new system of 

premiums had been in t roduced; in addit ion the di f ferent iat ion in prices paid 

to producers according to the quant i ty produced had been modif ied: 

producers whose annual output was in excess of 200,000 l i t res were receiving 

a lower price than that paid to producers of smaller quant i t ies. The rate of 

the marketing charges collected from farmers had been raised from 1 p. /1 

to 2 p . / 1 . These various measures were expected to reduce product ion by 

about 2 per cent in 1981, and a fu r the r reduction was expected in 1982. 

Production of bu t te r , cheese and milk powder was expected to reach the 

same level in 1981 as in 1980. Consumption of da i ry products , in part icular 

f lu id milk and bu t te r , should be decl ining s l ight ly in the coming years; 

consumption of cheese and other products , such as yoghu r t , was expected to 

increase. A sl ight decrease in Finnish exports was l ikely in the coming 
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years because milk output was expected to decrease relat ively more than 

consumption. 

35. The representat ive of Hungary said there had been no recent changes 

in his country 's dai ry pol icy. Production and consumption had been 

increasing slowly in recent years and the t rend was expected to continue in 

the near f u tu re . There had been no major changes in the volume of 

expor ts . As regards cheese expor ts , two problems were facing Hungary -

that already mentioned of access to the United States market and the problem 

resul t ing from Greece's accession to the European Communities. As far as 

the second problem was concerned, some prospects for a solution seemed 

l ikely to emerge. 

36. In response to an enqui ry by the EEC representat ive, the 

representat ive of Argent ina recalled that the minimum import prices imposed 

by Argent ina on certain dai ry products had been noti f ied and were the 

subject of document DPC/W/13. The measure had been introduced because 

of the disquiet ing situation in Argent ina's da i ry sector (moreover the data 

furn ished in response to the questionnaires clearly showed the import 

increase) and account had been taken of the need for a minimum level of 

protect ion for domestic product ion. Some of the minimum prices had been 

f ixed on a temporary basis; importers undertook to pay the charge 

a posterior i where appropr iate i f studies proved the need to apply i t . As 

regards the pr ice/value coeff ic ient, some changes might be necessary 

because of the substantial var iat ion in the exchange rate since those prices 

had been f i xed . 
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37. The representat ive of the EEC noted that long-term contracts had been 

concluded between Canada and Mexico and between the United States and 

Mexico; in addi t ion, the Community Credi t Corporation had recently been 

sell ing dai ry products to the New Zealand Dairy Board. The EEC, for its 

pa r t , was s tudy ing the possibi l i ty of concluding long-term contracts. I t 

would be appropr iate in the near fu tu re to examine from the overal l aspect 

the growing tendency toward concluding such contracts , and its possible 

implications for trade not d i rect ly covered thereby. 

38. The observer for Canada recalled that at the Council 's last session he 

had mentioned the agreement concluded between Canada and Mexico for the 

sale of a number of agr icu l tura l commodities, including skimmed milk powder 

and evaporated mi lk. The agreement was designed to ensure avai labi l i ty of 

those products . The price provisions would be discussed when sales 

arrangements were f inal ized. 

39. Referr ing to the EEC intentions in that regard , the representat ive of 

New Zealand underl ined the concern to which governmental arrangements of 

that k ind could give r ise. I t was correct that the New Zealand Dairy Board, 

as a commercial ins t i tu t ion , had made certain arrangements wi th commercial 

organizations of other countr ies or wi th governments; nevertheless, those 

arrangements were d i f ferent in nature from an intergovernmental agreement, 

in part icular an agreement prov id ing for concessional terms. Clear ly, the 

Council would have to consider any agreements of that k ind covering dairy 

products . 

40. The representat ive of the EEC said that it was cur ren t l y not possible to 

give any details regarding the contracts. The intention was to establish 
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outl ine contracts comprising only quant i tat ive commitments with no price 

commitments; EEC operators would be responsible for implementing them. 

The contracts might concern in part icular countr ies wishing to obtain certain 

supply guarantees. The Community would natural ly keep the Council 

informed of any developments in the work under taken. 

41 . The observer for the Economic Commission for Europe outl ined the 

situation in Eastern Europe and the USSR. In 1980, milk product ion had 

increased only marginally in Eastern Europe and the only signif icant 

increment had been in Hungary and Czechoslovakia. Output in the USSR 

had continued to decl ine, by 3 per cent in 1980, because of a f u r t he r 

reduction in yield due mainly to the effects of unfavourable weather on 

suppl ies. In Eastern Europe, a larger share of product ion had gone into 

but te r than into cheese. In the USSR, on the other hand, cheese output 

had increased while that of bu t te r was cont inuing to decl ine. The lat ter 

t rend had been offset by imports from Western countr ies, which had totalled 

some 249,000 tons in 1980, as against 174,200 tons in 1979 and 39,000 tons 

in 1978, At the beginning of 1981, the dairy herd had been decl ining in the 

region as a whole. Milk production in the f i r s t f ive or six months of 1981 

had also dropped back in all the East European countr ies except Hungary . 

The decline had reached 12 per cent in the German Democratic Republic 

and 17 per cent in Poland. In the USSR, where the dairy herd had 

increased marginal ly, in the f i r s t f ive months of 1981 a decline of 

2-3 per cent had been recorded in milk product ion by State and 

collective farms, milk purchases by the State, and milk yield per cow. 

In the f i r s t f ive to six months of 1981, but ter output seemed to have 

declined in most East European countr ies. In the USSR the decline could 

reach 5 per cent in 1981 in relation to the preceding year, and 
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increased imports were the l ikely consequence. Cheese production would 

probably increase by 2 per cent. 

42. The observer for the OECD said that at a meeting one month ago, the 

OECD Croup on dairy products , act ing under its responsibi l i t ies, had 

examined medium-term market prospects. I t had attached great importance 

to the rôle that the East European countr ies, above all the USSR, would be 

p lay ing . Imports by those countr ies, especially the USSR, had had a 

considerable impact on the developing s i tuat ion. I t should be borne in mind, 

nevertheless, that the USSR had experienced three successive years of poor 

harvests; the product ion decline that had caused increased imports was 

largely due to lower y i e l d , not to a decline in the dai ry he rd . 

Consequently, a re tu rn to normal supply condit ions could have the effect of 

reducing but te r imports, wi th major implications for the international market. 

As regards the situation in the dairy sector, the group had also underl ined 

the importance of decisions on the United States dai ry policy and the need to 

pursue the measures applied by the Community. Last ly , the group had been 

informed that because of the t rend in pr ices. New Zealand producers were to 

consider the possibi l i ty of stepping up their ou tpu t . 

Food aid 

43. The representat ive of New Zealand proposed that the Committees should 

give part icular attent ion to food aid at the i r f i r s t sessions in 1982. The 

secretariat note on food aid operations contained material that would be st i l l 

more beneficial i f examined wi th in a framework that the Committees could 

help to broaden on the basis of all available information. That quest ion, l ike 

that of consumption, could be reviewed regu lar ly . 
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44. The representat ive of the EEC said that in the f igures reported by the 

secretariat (document DPC/W/16), certain data were lacking or were 

imprecise both as regards total operations by the various suppl iers and the 

corresponding breakdown; supplementary information would be usefu l . 

Community deliveries in 1981 would be in excess of the f igures indicated in 

the programme (skimmed milk powder 170,200 tons and but ter oil 

approximately 50,000 tons as against 150,000 and 45,000 tons envisaged in 

the annual programme) because of catching up the del ivery delays 

experienced in earl ier years due to t ranspor t problems. 

45. The representat ive of the United States said that he would fu rn ish the 

necessary information as soon as possible. 

46. The representat ive of Switzerland explained that data regarding Swiss 

transactions were available on an annual basis. A breakdown by destination 

would probably result in a long l ist because although par t of the aid was 

furn ished th rough international organizat ions, there were also d i rect 

shipments wh ich , taken ind iv idua l ly , could involve small quant i t ies. The 

possibi l i ty of fu rn ish ing such a breakdown could be examined nevertheless. 

In addit ion to the f igures indicated in document DPC/W/16, aid in the form 

of processed cheese reached an annual total of approximately 500 tons 

(631 tons in 1980). 

47. The Chairman noted that the information requested would require 

detailed repl ies. With respect to the suggestion that the Committees at the i r 

f i r s t sessions in 1980 might give part icular attention to food a id , no 

objections had been raised. In that context the Committees could therefore 

be requested to consider the question of the information to be fu rn ished. 

48. The Council so agreed. 
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Other products 

Concentrated milk 

49. The representat ive of the EEC sa id , in connexion wi th the decline in 

Community exports of condensed milk, that account should be taken of the 

fact that the expor t f igures for 1981 no longer included substantial del iveries 

to Greece which since 1 January 1981 had become a member of the 

Community. 

Casein 

50. The representat ive of New Zealand noted that the downturn in demand 

was for casein not the result of pr ices, but was at t r ibutable to broader 

economic policy considerations and to stock disposal measures. He 

underl ined his government's concern at the action inst i tu ted by the United 

States in respect of casein. United States authori t ies had previously 

acknowledged that casein imports were not adversely affect ing the domestic 

indus t ry but on the cont rary were cont r ibut ing to the ut i l izat ion of da i ry 

product ion. 

51 . The representat ive of the EEC noted that that act ion, which was 

threatening casein expor ts , was due to American pressures for the 

application of quota restr ict ions on a product used in part icular for the 

manufacture of imitation cheeses. He wondered whether that manufacture 

could be checked in some other way. 

52. The representat ive of the United States took note of the concern 

expressed. He would inform his authori t ies accordingly, but at the cur ren t 

juncture was not in a position to comment on the results of the investigation 

under way by the International Trade Commission, which was to be completed 

in January 1982. 
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Status report 

53. A number of delegations communicated amendments to the status report 

or gave fu r the r details in respect of the information contained in that 

repor t . 

54. The Chairman said tha t , in the l ight of the discussions, the status 

repor t on the world market for dai ry products would be revised by the 

secretariat to take account of any amendments and updating communicated, 

and would be made available for unrestr ic ted d i s t r i bu t ion . 

D. Other business 

Future sessions 

55. The representat ive of New Zealand invi ted part ic ipants to consider 

whether the consecutive work of the Council and the Committees could be 

organized better th rough a change in the order of discussion. The Council 

could meet f i r s t to make a general review of the situation in and outlook for 

the market for all da i ry products; i t could then adjourn to allow the 

Committees to consider specific problems regarding products covered by the 

Protocols. The Council could then resume its session, having before i t the 

reports of the Committees before completing its work . That arrangement 

would have the advantage of c lar i fy ing the scope of the discussion, and 

avoiding certain repet i t ions. 

56. The representat ive of the United States supported that suggestion 

which would allow more rational use of the time available. The 

representat ive of Argent ina said that he too could accept a proposal that he 

considered logical provided it d id not in ter fere wi th the Council 's rules of 

procedure. 
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57. The representat ive of the EEC recalled the respective rôles of the 

Committees and the Counci l : each Committee was expected to examine the 

market for the products covered by the Protocol under i ts responsib i l i ty ; 

then on the basis of the information thus assembled, the task of the Council 

was an overall evaluation of the situation and out look, as well as general 

considerat ions. I t was important for those responsibi l i t ies to be respected 

and for the same arrangement to continue in appl icat ion. He expressed some 

disappointment over the inadequacy of the information communicated at recent 

sessions of the Committees. Before the session of the Counci l , the 

Committees should be able not only to examine statist ical data, but also to be 

informed of other relevant fac tors , such as price t rends and trade 

developments. In the view of the EEC, all part ic ipants should be able to 

take par t in such an exchange of v iews. 

58. The representat ive of Austral ia said that the New Zealand suggestion 

was usefu l ; his delegation would endeavour to supplement the information i t 

furn ished in the event of any shortcomings. 

59. The Chairman noted that the New Zealand proposal had been put before 

the part ic ipants for considerat ion, and did not require any immediate 

answer. Having regard to the views expressed, some time for reflection 

seemed necessary; the Council could rever t to the matter at its next session 

i f i t so wished. 

60. The Chairman proposed tha t , as for the 1981 sessions, a prel iminary 

programme should be established for 1982. The Council might meet on 

1 and 2 A p r i l , 30 September and 1 October. A decision on those dates could 

be taken later , when determining in December the dates of the Committees' 

sessions. It was agreed that the meeting at the level of experts would take 

place in December, after the sessions of the Committees. 
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Reports 

61 . The Council agreed to request i ts Chairman to prepare and present , 

under his own responsib i l i ty , a repor t to the CONTRACTING PARTIES on 

activi t ies under the Arrangement. 

62. The Chairman said that he would also prepare, under his own 

responsib i l i ty , a note on the cur ren t session and would have i t c i rcu la ted. 
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