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MONETARY COMPENSATORY AMOUNTS

The monetary realignment of 21 March 1983

On 21 March, the Finance Ministers and Central Bank Governors agreed on the realignment
of all currencies taking part in theexchange mechanism of the European Monetary system.
Five currencies were revalued : the German Mark, Dutch Florin, Danish Kroner, Belgian and
Luxembourg francs, and three currencies devalued : the French franc and Italian lira and
Irish punt. Following this realignment, the Commission has proceeded to make the necessary
adjustments in the MCA, taking into account the changes in the ECU central rates,according

to the established rules with effect from 24 March 1983. . ... ... ..
Change ?n.bilateral : Central rates , MCA's (2)
parities : in ECU change (%) § before after
... .. ... .realignment  realignment
‘DM + 5.5% | 2.21515 1 + 5.36 A + 8.4 +13.0
HFL + 3.5% . 2.49587 |+ 3.36 + 5.4 + 8.4
pkr + 2.5% O B.08412 .+ 2.36 0 + 1.3
Bfr/Lux + 1.5% | 44.36662 + 1.36 ' - 3.1 - 1.7 (3
FF - 2.5% 6.79271 - 2.63 - 5.3 (3 - 8.1 (3
Lit - 2.5% © 1386.78 . - 2.63 : - 5.0 - 2.5 (0 for wirk)
. - 3.5% 0.71705 ' = 3.63 0 - 2.3
£ st “13.9% (1) . 0.62984 | ~-11.82 - 1.4 - 1.0
_or - ; = =205 = T4 (a8 for!

f the new MCA's,the member States have agreed not to request,
difications before the final stage of the on—-going
Prior to the realignment, the Commission
the existing positive MCA's of 2.8%

d Kingdom and the Netherlands, which

As regards the dismantlemento
and the Commission not to propose any mo
negotiations on agricultural prices for 1983/84.
had already proposed Last December a reduction in

for the Federal Republic and of 2.3% for the Unite :
would come into effect with the new farm prices. The Councildecided last October that

the existing negative MCA's would be reduced by 3% for France and aboLisheq in Belgium and
Luxembourg {4)buring the debate on agricultural prices in the European Parliament, the
Commission indicated it might propose an additijonal adjustment in the green rates for member

States with negative MCA's.

(1) Notional central rate for sterling taking account of the depreciation since June 1982.
(2) Equal to the monetary 9ap, i.e. the difference between the green (ate and Fhe central
rate (or market rates for sterling, lira and drachma), less a franchise of 1 point

(positive MCA's) and 1.5 (negative MCA's). ' . . .
(3) For all products except pigmeat, wine and olive oil for which the situation 1s as

follows = ]
before / after realignment

Bfr/Lux 0 + 1.0

FF - 2.3 - 5.1 (=2.5 for wine)

(4) These reduction have already been applied for pigmeat, wine and olive oil. With regard
to the ot cts, the adjustment will be made at the dates laid down for the start of each marketing
year in t %&L France,1-€. 1 EFNE Tor m'1'mmwn—m-iﬂmﬂﬂsﬂﬂ—, ;
it wi ¥ BHROPECMamKkety rrdior mitk products actuall
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The recent development of MCA's

-2 -

The table shows development of MCA's since 1974 :

Cortr2e.6.76 17.7.75 [1.11.76 | 23.10.78 | 1.1.79 [1.10.79 | 1.6.80 [1.8.81]15.4.8211.7.82 | 2.3.63
b | +12,00v 10,0 |+ 9,3( +10,8 | +10,8] + 98| + &8+ 3,2] 480+ &4 130
ol =133 0 |-149] -10,6 | - 10,61 = 37 0 o| -1.0]|- 53 |-81
1 | -6+ 0,1 [ = 17,0 = 14,6 | = 17,7) = 4,3 0 |-1,0f -2,3} - 1,4 2.5
N[ oz 2,0 [ e e 53 [ e 33l e 9] e 1,7 0] 44,0 4 56 |- 84
B + 2,71+ 2,0 |+ 1,41+ 3,3 |+ 3,30+ 1,90 ¢ 1,; 0] -8,1 ]~ 31 {-17
L] +2,7 0+ 2,0f+ 1,6+ 3,3 |+ 33+ 1,90+ 1,% o =81 |- 31 [-17
w § - 15,30- 206 | - 40,5 | - 286 | - 27,00 = 89| + 1,7+ 103 +8,1 | + 9,6 | - 1.0
w | - 15,3- 14,3 [ -254]- 33 |- 20 0 0 of o 0 - 2.3
x| o} o 0 0 0 0 0 0 0 0 + 1.3
GR - b - - - - - - o] -1,1] © - 7.4

Simce' 1981, ~there have

. been 4 agri=monetary adjustments :

- The devaluation of the Belgian and Luxembourg Francs by 8.5%, and the Danish
Kroner by 3% in February 1982, resulted in the creation of a negative MCA of
8.1% for Belgium and Luxembourg, which was subsequently reduced by 5 points

Denmark was able to devalue the green Kronerso as

at the 1982/83 price fixing.
to avoid the introduction of the negative MCA altogether.
caused the introduction of a negative MCA of 1% for France, corresponding

to a monetary difference of 2.5%, which was also eliminated as part of the
On this occasion, the positive MCA's were

farm price package in May 1982.

reduced from 8 to 5.1% in Germany and from 4 to 2% in the Netherlands.

This realignment

- In June 1982, the Federal Republic and the Netherlands revalued by 4.25%, taking

their positive MCA's to 8.4% and 5.4 % respectively.

At the same time France

devalued by 5.75%, which caused the installation of a negative MCA of 5.3.

In October 1982, the Council decided on a reduction of 3 points in the negative

MCA applied in France, as well as the elimination of the MCA of 3.1 % existing

in Belgium and Luxembourg, to be applied as from the start of the marketing
year for each product following the decision of the Council,

In December the Commission proposed as part of its price proposals for the

1983/84
should be reduced to 2.8% and in the United Kingdom and the Netherlands to

2.3%, also as from the beginning of the marketing year for each product.

- In January 1983, the Drachma was devalued by 15.5% in relation to the US $.
Afterwards The Council decided on an immediate devaluation of the green Drachma

by

1%

prices package was not ruled out.

(see p.1).

A further adjustment of the Greek currency as part of the 1983/84

In March 1983 all EMS currencies were realigned and MCA's adjusted accordingly

working year, that the positive MCA's existing in the Federal Republic
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Recapitulation of how the MCA system works (1)

The system of MCA's was introduced to avoid sudden price movements of an un-
acceptable level resulting from changes in exchange rates. Thus, in the case
of the devaluation of a currency, the member State concerned can maintain the re-
-~esentative rate (green rate) used to calculate Community prices in national
currency, even if entails installing a negative MCA to compensate for the difference
between the green rate and the actual exchange rate. In the case of revaluation
of a currency a positive MCM is set up. A negative MCA acts as an import subsidy
and a tax on exports; a positive MCA as a tax on imports and an export subsidy.

MCA's are by definition temporary measures intended to avoid price changes
which are too abrupt. Under the terms of the Gentlemen's Agreement of December 1979,
which was Llinked to the setting up of the EMS, both positive and negative MCA's
must be dismantled, in principle in a period not exceeding 2 years by bringing
together the green rates and actual market rates. A member State can ask for the
adjustment of its green rate immidiately after the modification of its exchange
rate, in order to avoid the jntroduction of an MCA, or to Limit the extent. As a
general rule, the adjustment of the green rates is negotiated at the time of the
annual price fixing. A green rate must be adjusted by a uniform amount, though
the new rates normally came into force at the beginning of the marketing year
for each product.

Since the introduction of the EMS, for currencies which are part of the exchange
mechanism, the MCA's correspond to the difference between the central rate and the
representative rate (green rate) of the currency concerned, minus a franchise of
1% (for positive MCA's) and of 1.5% (for negative MCA's). For the other currencies
(Sterling, the Drachma, and the Italian Lire which although part of the EMS has
a margin of fluctuation of 6%), the MCA's are fixed each week on the basis of the
difference between the green rate and the exchange rate recorded on the markets.

In the event of a realignment of currencies forming part of the EMS, the value
of the ECU, which is composed of a basket of all the Community currencies (except
for the Drachma) is recalculated on the basis of the realignment (2). This can
involve a change of the central rates, and consequently a possible adjustment
of existing MCA's even for those member States who do not change their parities.
As regards Sterling, which is still a floating currency, the calculation takes
into account the appreciation or depreciation of this currency on the exchange
markets since the previous realignment, which can also affect the value of the ECU
and hence the lLevel of MCA's.

(1) For the history of MCA's, see P-44 of July 1982
(2) The ECU is composed as follows :

fixed amount % (up to 21.3.1983)

DM 0,828 36

FF 1,15 17.7
L Ster. 0,0885 14.5
FL 0,286 11.3
FB 3,66 8.1
FLux 0,14 0.3
Dkr 0,217 2.7
L Irl 0,00759 1.1
Lire 109,0 8.3
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MONETARY COMPENSATORY AMOUNTS

The monetary realignment of 21 March 1983

On 21 March, the Finance Ministers and Central Bank Governors agreed on the realignment
of all currencies taking part in the exchange mechanism of the European Monetary System.
Five currencies were revalued : the German Mark, Dutch Florin, Danish Kroner, Belgian and
Luxembourg francs, and three currencies devalued : the French franc and Italian lira and
Irish punt. Following this realignment, the Commission proceeded to make the necessary
adjustments in the MCA according to the established rules, taking into account the
changes in the ECU central rates, with effect from 24 March 1983.

A further adjustment in the negative MCA's for France, Belgium and Luxembourg came into
effect at the beginning of April, in accordance with previous decisions taken by the
Council in October 1982. The resulting changes are given in the table below : .

Change in bilateral Central rates g MCA's (2)
parities in ECU change (%) before realignment 4.4.1983
DM + 5.5% | 2.21515 | + 5.36 + 8.4 + 13.0
3 + 3.5% 2.49587 | + 3.36 ) + 5.4 ) + 8.4
e + 2.5% 8.04412 |+ 2.36 0 + 1.3
Bfr/Lux + 1.5% 44 36662 + 1.36 0 + 1.0pigmeat
0 milk,beef,
‘ sheepmeat
-31 03 = 1.73) other
products
FF -2.5% 6.79271 - 2.63 0 -2.5 wine
-23 - 5.1 piomeat,
mi Lk, beef,
sheepmeat
- 5.3 (4) - 8.1(4) other
products
Lit - 2.5% 1386.78 - 2.63 T -2.6 0 wire T
- 5.0 - 2.5 other pro-
N et e — d]Cts ——
Irl - 3.5% 0.71705 - 2.63 0 : -2,3
CEst -13.9% 0.62984  [-11.82 - 1.1 -1.0
Dr - N - - 8.0 - 4.8 wine
=10.5 ! - 7.4 other pro-
ducts.

As regards the dismantlement of the new MCA's, the member States have agreed not to re-
quest, and the Commission not to propose any modifications before the final stage of the
on-going negotiations on agricultural prices for 1983/84. Prior to the realignment, the

Commission had already proposed in December 1982 a reduction in the existing positive
,_

KOMMISSIONEN FOR DE EUROPEISKE FAELLESSKABER - KOMMISSION DER EUROPAISCHEN GEMEINSCHAFTEN .
COMMISSION OF THE EUROPEAN COMMUNITIES - COMMISSION DES COMMUNAUTES EUROPEENNES - EMITPOMH TON EYPQMAIKON KOINOTHTON

COMMISSIONE DELLE COMUNITA EUROPEE - COMMISSIE VAN DE EUROPESE GEMEENSCHAPPEN
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MCA's of 2.8% for the Federal Republic and of 2.3% for the United Kingdom and the
Netherlands, which would come into effect with the new farm prices. The proposal
with regard to the United Kingdom has been overtaken by the depreciation of sterling.
During the debate on agricultural prices in the European Parliament, the Commission
indicated it might propose an additional adjustment in the green rates for member
States with negative MCA's during the farm price negotiations.

M

)

3)

(4)

Notional central rate for sterling taking account of depreciation since June 1982.
The resulting modification of the ECU central rates for other currencies
led to higher positive MCA's (including the temporary introduction of small
positive MCA's for Denmark and Belgium) and Lower negative MCA's than would
otherwise have resulted from the currency realignment within the EMS.

Equal to the monetary gap, i.e. the difference between the green rate and the
central rate ( or market rates for sterling, lira and drachma), less a franchise
of 1 point (positive MCA's) and 1.5 (negative MCA's). For explanation, see p.3.

The Council decided on 19 October 1982 to reduce the negative MCA of 3.1 in
Belgium and Luxembourg with effect from 1st November 1982 for pigmeat and from
the beginning of the marketing year for other products, by aligning the green
rate on the then existing central rate. The Council of 28 March 1983 agreed

to adapt this decision by providing for the alignment of the green rate on the
new central rate, thus avoiding the introduction of a positive MCA. The new
green rate was applied for milk, beef and sheepmeat from the beginning of April
as in the case of France. This new rate will apply to the other products from
the beginning of the marketing year for dairy products.

Following the devaluation of the franc in June 1982, the Council decided on .

19 October to reduce the negative MCA applied in France by 3 points with effect
from the dates laid down for the beginning of the marketing year for each produc.
following the decision of the Council, i.e. 1 November for pigmeat, I April for
milk, etc..
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MONTANTS COMPENSATOIRES MONETAIRES

Le réalignement monétaire du 21 mars 1983

Le 21 mars 1983, les Ministres des finances et les gouverneurs des banques centrales
ont décidé le réalignement de toutes les monnaies participant au mécanisme de change
du Systéme Monétaire Européen (SME). Cing monnaies ont été réévaluées (DM, HFL, Dkr,
FB/Lux) et trois dévaluées (FF, Lit et £ Irl). A La suite de ce réalignement, lLa Com-
mission a décidé les ajustements nécessaires aux montants compensatoires monétaires
(MCM) applicables aux échanges agricoles, compte tenu des modifications des taux
centraux conformément aux régles en vigueur et avec effet & partir du 24 mars 1983.

Modification des parités Taux centraux ' McM (2)
bitatérales (cours pivot) en ECU modification avant aprés
Cen %) réatignement
DM + 5.5% 2.21515 + 5.36 + 8.4 + 13.0
HFL + 3.5% 2.49587 + 3.36 + 5.4 + 8.4
Dkr + 2.57% 8.04412 + 2.36 0 + 1.3
Bfr/Lux + 1.5% 44 36662 + 1.36 - 3.1 (3 - 1.7 (3
FF - 2.5% 6.79271 - 2.63 - 5.3 (3 - 8.1 (3)
Lit - 2.5% 1386.78 - 2.63 _ - 5.0 - 2.50 for
y wine)
Irt - 3.5% 0.71705 - = 3,63 . 0 - 2.3
. [ . ] -
£ st -13.9% (1) 0.62984 -11.82 ~ = 1.4 1.0
Dr‘ _ _ _ - 10.5 - 74(—48

En ce qui concerne le démantéLement des nouveaux MCM, les Etats membres sont coAU8RdQ“°’
de ne Pas demander et ta Commission de re pas proposer de modifications avant lLa phase
finale de La négociation en cours sur les prix agricoles 1983/84. Avant Le réaligne-
ment, la Commission avait proposé, en décembre dernier, une réduction des "MCM positifs
existants en RFA ( -2,8%), au Royaume-Uni et aux Pays-Bas (- 2,3%), avec effet & compter
des nouveaux prix agricoles. Par ailleurs, le Conseil a décidé, en octobre dernier,

que les MCM négatifs existants seraient réduits en France (- 3,0) et supprimés en
Belgique et au Luxembourg, ceci & compter du début de la campagne pour chaque produit
suivant la décision du Conseil L4)Lors du débat au Parlement Européen sur les prix
agricoles, la Commission a indiqué qu'elle se réservait de proposer une réduction
supplémentaire des MCM négatifs.

(1) Taux pivot "implicite" pour la sterling, en tenant compte de la daoréc1at1on depu1s juin 1982

(2) Egal & U'écart monétaire, c'est-d-dire la différence entre le taux vert et le
taux central ¢ taux du marché pour sterlting, la lire et la drachme), diminué
d'une franchise de 1 point (MCM positif) et 1,5 (MCM négatif).

(3) Pour tous les produits sauf la viande porcine, les vins et Ll'huile d'olive, pour

lesquels La situation se présnete comme suit :

avant réalignement aprés
F B/LUX 0 +1,0
FF —23 -51(-25pwrleWnL_

(Y] Ces res sont ;__7 déié“; -L1quées pour La v1ande porcine, le vin et L'huile d'ol1ve. 'En ce qui con-

e P e

COMMISSIONE DELLE COMUNITA EUROPEE COMMISSIE VANDEEUROPESE GEMEEN
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Evolution des MCM's depuis 1974 :

Pays |24.6.74 |7.7.75 [1.11.76 |23.10.78 | 1.1.79 1.10.79 | 1.6.80 -8.81115.4.82|1.7.82 " |,, = ¢
o - (\4?.. 1 . N s e \ " . . - v 'l
o | wrgele 100 [+ 93 w108 | £ 10,8 #1984 B0 32) 450 | v B4 |40
F 13,3 0" | =149 -10,6 | = 10,6 - 3,7] 0~ 0} -1,0(|~- 5,3 8.1
1| =63+ 0 = 17,0 = 14,6 | = 17,7| = 43 0 |-1,0] -2,3 )= 1,4 |- 25
NL 42,7 ~+'-2’;p L. 3,3 + ,3;3 + _179_, + 1,7 o +4,0 f,‘ S,4 |+ 8.4
8 | ez,7 s 20|+ 1,6) ¢ 53 |+ 53+ 9] ¢ 1,7 0] =81 - 30 - 17
L $2,7f+ 2,0 4+ T4+ 33 1 3500 1,90+ 1,9 0] =81 | = 31 - 1.7
w ] -15,3- 20,6 | - 40,6 | - 28,6 | - 27,00 = 8,9} ¢+ 1,4 + 10,:1 +8,1 | + 9,6 |- 1.0
R - 15,3 143 ) - 25,4 | - 3,3 | - 2,00 O 0 0 o o |23
DK o'b-‘ o | o | o -0 0 0 0 0 0 + 1.3
« 1 - - - - - - - o -1,1 0 |- 7.4
. . asmpm—— m———— e TL,—gv— el 4

Les ajustements monétaires en 1982 et 1983 ont été les suijvants :

—— La devaluation des francs belge et luxembourgeois de 8,5% et de la
couronne danoise de 3% en fevrier 1982 a entraine 1'instauration d'un
MCM negatif de 8,1% pour la Belgique et le luxembourg, qui a d'ailleurs
ete reduit de 5 points lors de la fixation des prix 1982/83. Ue
Danemark a pu devaluer la couronne verte de facon a eviter :
1'introduction d'un MCM negatif. Ce realignement a entraine .
1'introduction d'un MCM negatif de 1% pour la France, correspondant avec
la franchise a un ecart monetaire de 2,5%, qui a egalement ete elimine
lors de la fixation des prix agricoles en mai 1982. A cette occasion,
les MCM's positifs ont ete reduits de 8 a 5,1% en Allemagne et de 4 a 2%

aux Pays Bas.

—— En juin 1982, la Republique Federale et les Pays Bas ont reevalue de
4,25%, portant leurs MCM's positifs respectivement a 8,4 et a 5,4.
En meme temps, la France a devalue de 5,75%, ce qui a entraine
1'instauration d'un MCM negatif de 5,3.

En octobre 1982, le Conseil a decide une reduction de 3% du MCM
negatif applique en France, ainsi que la suppression du MCM de 3,1%
existant en Belgique et au Luxembourg, ceci a compter du debut de la
campagne pour chaque produit suivant la decision du Conseil, ‘

D'autre part, la Commission a propose en decembre, dans le cadre de ses
propositions de prix pour la campagne 1983/84, que les MCM's positifs
existants en Republique Federale soient reduits de 2,8% et au
Royaume-Uni et aux Pays-Bas de 2,3%, egalement a compter de debut de la
campagne pour chaque produit.

—— En jenvier 1983, la drachme a ete devaluee de 15,5% par rapport au $
us. Par la suite, le Conseil a decide une devaluation de la drachme
verte de 7%, un nouvel ajustement de la monnaie grecque n'etant pas a
exclure dans le cadre de la fixation des prix pour 1983/84.

—— En mars 1983, il a été procédé & un réalignement de toutes Lles monnaies
au sein du SME, avec ajustement correspondant des MCMs.
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Fonctionnement du systéme des MCM : rappel (1)

le systeme des MCM a ete mis au point pour eviter des mouvements de
prix d'une ampleur inacceptable par suite de modifications des taux de
change. Ainsi, en cas de devaluation d'une monnaie, 1'Etat membre
concerne peut maintenir inchange le taux representatif (taux vert)
utilise pour le calcul des prix communs en monnaie nationale, quitte a
voir instaurer un MCM negatif pour compenser la difference entre le taux
vert et le taux de change reel. En cas de reevaluation d'une monnaie,
c'est un MCM positif qui est instaure. Un MCM negatif agit comme une
subvention a 1'importation et une taxe a 1'exportation; un MCM positif
comme une taxe a 1'importation et une subvention a 1'exportation

Lles MCM's sont par definition des mesures temporaires destinees a
eviter des changements de prix trop abrupts. Aux termes du Gentlemen's
Agreement de decembre 1979, qui est lie a la mise en oeuvre du systeme
monetaire europeen (SME), les MCM's tant positifs que negatifs doivent
etre demanteles,en principe dans une periode ne depassant pas deux ans,
par le rapprochement entre taux verts et taux reels. Un Ftat membre
peut demander 1'ajustement de son taux vert immediatement apres
la modification de son taux de change, afin d'eviter 1'introduction de
MCM ou d'en limiter le montant. Par ailleurs, 1'ajustement des taux
verts est generalement negocie lors de la fixation annuelle des prix.

Un taux vert doit etre ajuste d'une maniere uniforme, etant entendu que
1'ajustement se fait normalement au debut de la campagne pour chaque
produit.

Depuis 1'introduction du SME, et pour les monnaies faisant partie du
mecanisme de change, les MCM's eventuels correspondent a 1'ecart entre le
taux central et le taux representatif (taux vert) de la monnaie concernee,
diminue d'une franchise de 1% (pour les MCM's positifs) et de 1,5% (pour
les MCM's negatifs). Pour les autres monnaies (I Sterling, Drachme et
Lire italienne laquelle tout en faisant partie du SME a une marge de
fluctuation de 6%), les MCM's sont fixes chaque semaine sur la base de
1'ecart entre le taux vert et le taux de change constate sur les
marches.

En cas de realignement des monnaies au sein du SME, la valeur de
1'ECU, panier compose de toutes les monnaies communautaires (sauf la
drachme) est recalculee en fonction de ce realignement (2). Ceci peut
entrainer une modification des taux centraux avec pour consequence
un eventuel ajustement des MCM's meme pour les Ftats membres qui n'ont
pas modifie leurs parites. En ce qui concerne la U' Sterling,
qui reste une monnaie flottante,le calcul tient compte de 1'appreciation
ou de la depreciation de cette monnaie sur les marches de change depuis
le dernier realignement, ce qui peut aussi déterminer une modification
des taux centraux et donc du niveau des MCM.

(1) Pour 1'histoire des MCM's, voir P-44 de juillet 1982

(2) U'ECU est compose comme suit :

montant fixe % (en mars 1983)

DM 0,828 36

FF 1,15 17.7

It St 0,0885 14.5

FL 0,286 11.3

FB 3,66 8.1

FLux 0,14 0.3 N
Dkr 0,217 2.7

U Irl 0,00759 1.1

tire 109,0 8.3
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