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I INTRODUCTION

1.1 This proceeding has been initiated by two complaining parties, the United
States and New Zealand.

1.2 In a communication dated 8 October 1997 (WT/DS103/1), the United States
requested consultations with Canada in accordance with Article 4 of the Under-
standing on Rules and Procedures Governing the Settlement of Disputes ("DSU"),
pursuant to Article XXII:1 of the General Agreement on Tariffs and Trade 1994
("GATT 1994"), Article 19 of the Agreement on Agriculture, Article 30 of the
Agreement on Subsidies and Countervailing Duties ("the SCM Agreement") and
Article 6 of the Agreement on Import Licensing Procedures with respect to export
subsidies of Canada on dairy products and the administration by Canada of its tariff-
rate quota for fluid milk and cream. The United States and Canada held consultations
in Geneva on 19 November 1997 but these consultations did not result in a resolution
of the dispute.

1.3 On 29 December 1997 New Zealand requested consultations with Canada
pursuant to Article 4 of the DSU, under Article 19 of the Agreement on Agriculture
and Article XXII:1 of the GATT 1994 with regard to Canada's Special Milk Classes
Scheme. New Zealand and Canada held consultations on 28 January 1998 but these
consultations did not result in a resolution of the dispute.

1.4  On 2 February 1998, the United States (WT/DS103/4) and on 12 March 1998,
New Zealand (WT/DS113/4), each requested the establishment of a panel with stan-
dard terms of reference.

1.5 In its request, the United States claims that:

(a) "The Government of Canada is providing subsidies, and in particular
export subsidies, on dairy products through its national and provincial
pricing arrangements for milk and other dairy products without regard
to the export subsidy reduction and other WTO commitments under-
taken by Canada. Specifically, the Government of Canada established
and maintains a system of special milk classes through which it
maintains high domestic prices, promotes import substitution, and
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