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REPORT

on the Impact on EAGGF Guarantee Sectlon expenditure of movements
of the dollar/Ecu exchange rate(1)

L. INTRODUCT ION

The value of the dollar affects a major percentage of EAGGF Guarantee
Sect!on expendliture. Most production aids and almost all export refunds
are fixed on the basis of the gap existing between Community prices,
expressed In ECUs, and worlid prices, generally expressed In dollars
(usoD)Y.

Other things being equai, a change In the value of the dollar In
relation to the ecu necessarily implies a change In the gap between
Community prices and world prices and consequently a change in the
production alds and export refunds concerned. |f the dollar rises, the
gap diminish~3s, lead’y; to a reduct:ion in cxpenditure; |If the doliar
idils, tne gap widens, raising expenuiture.

In Its concluslons, the European Council of 11 and 12 February 1988
expressed the will to take explirit accrunt of the Impact of the change
in the dollar on agricultural expenditure.

On ihe basis of that guidetine, the Council adopted, by its Decision of
24 June 1988 concerning budgetary disclpline(z). enacting terms
providing for the inclusion of ECU 100 million In a reserve of the
general budget of the European Communities "as a provision for covering
developments caused by significant and unforeseen movements in the
doilar/ECU market rate compared to the dollar/ECU rate used in the
budget". The tatter is equal toc the average market rate during the
first three months of the year preceding that of the budget year.

If the average value of the dollar in the period 1 August of the
preceding year to 31 July of the current year falils compared with the
rate used in the budget, the additional! budgetary costs are financed by
a transfer from the monetary reserve. Similarly, savings of up to

ECU 7 000 million In the Guarantee Section where the do!tar strengthens
are 1¢c be transferred to the monetary reserves.

Recourse Is to be had to the monetary reserve when the sald expenditure
(or, as the case may be, the savings) exceeds a franchise of ECU 400
million. Similarly, the amount of the transfer relates to that fraction
of the Impact exceeding the franchise of ECU 400 miltlion.

(13 FPursuan. to the Council Decislon of 24 June 1883 concerning
vuaetary discipiine and In particufar Articies § to 13 thereof
(0. Mo L 185 of 15.07.1988, p. 29).

() Q... Mc Lt 85 of 15.07.19858, p. 29



The factors for declding whether 2 transfer should be proposed from or
to the reserve and the amount thereof are to be provided by the
Commission in a report which it Is required to forward in October each
year to the budgetary authoritles.

This report, relating to the impact of the dollar on expenditure in the
1989 financtal year, Is the result of the second application of the
Councit Decislon.

1. IMPACT OF THE DOLLAR ON EAGGF GUARANTEE SECTION EXPENDITURE IN
1989
tv vweie tne impgact of the dolfar/ECU rats on the 1989 financial year,

consideration must be given, pursuant to the Council Decision, to the
gap between the average rate recorded for the dollar between 1 August
1688 and 31 July 1989 and the rate used in the 1989 budget. The rate
used {u asou. appropriat:ons jor the 1989 financtial year is

4 .81 ECU. In accordance .. 'h the Counct! Decislion, It corresponds
co .oo dveleg8 sace i the first theo rnonths of the year preceding that
of the financia! year in question (January, February and March 1988).

Tke “aflowing tahle gives the monthly exchange rate gaps reccrded in the
per iod under review.

Recorded Budgetary Gap Gap
rate rate. in ECU as %
1$=...ECU |1%=...ECU

a b c d = b-c e

August 0,91 0,81 0,10 12,3
September 0,90 0,81 0,09 11,1
October 0,88 0,81 0,07 8,6
November 0,84 0,81 0,03 3,7
December 0,84 0,81 0,03 3,7
January 0,88 0,81 0,07 8,6
February 0,89 0,81 0,08 9,9
March 0,90 0,81 0,09 11,1
April 0,90 0,81 0,09 11,1
May 0,94 0,81 0,13 16,0
June 0,96 0,81 0,15 18,5
July 0,91 0,81 0,10 12,3
Average 1/8/88-31/7/89 0,90 0,81 0,09 11,1

Throughout the period under consideration, the dollar was above the rate
used in the budget. In particular, after falling between August and
December 1988, it then rose to an average throughout the period of

1$ = 0,90 ECU, t.e. 11,1% more than the rate used in the budget. This
appreciation in the dotlar resulted in major savings for the EAGGF
Guarantee Section.
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Savings estimated - the detallied calcutations for which are glven In

Annex | - amount to ECU 1.219 milllon and are broken down by sector as
follows

m ECU
Cereals 471
Miik & mllk products 262
Beef & veal §7
Pigmeat 24
Eggs and poultry 38
Ol lseeds 257
Protein plants 73
Cotton 37
TOTAL 1.218

Savings made were higher than the franchise of ECU 400 mil!ilon. A
transfer should be made to the monetary reserve (chapter 102). The
amount of that transfer is determined as follows

m ECU
Estimated total savings 1.219
Franchise (remalning to EAGGF Guarantee Sectlion) - 400
Amount to transer to the monetary reserve 81

t1t. PROPOSED TRANSFER FROM TITLES 1 and 2 IN PART B OF THE BUDGET TO
THE MONETARY RESERVE

It shouid be stressed that the estimated savings for the various
products do not necessarily mean identical availablilities at the end of
the year. Parameters other than the dolitar/ecu rates, such as export
volumes, world dollar exchange rates, filuctuations in the rhythm of
raymenis etc. have a major effect on the final need for appropriations
in the vartous Chapters. All of these factors combine to determine
whether or not there will be any availabiliities at the end of the year.

In the !light of these factors, the Commission is proposing transfers
from the following chapters

m ECU
From chapter 10 : Cereals and rice - 494 )
From chapter 12 : QOlls and fats - 245 ) - 819
From chapter 21 : Beef and veal - 80 )

TJo chapter 102 : Monetary reserve + 819




The articies and posts concerned by the transfer are given In Annexe 1.

These sa.ings wede od transiired to the monetary reserve where they
remain & : lancelled and thus contribute towards forming a budget
surplius, . ch Is counted as revenue [n the following budget.

This operat.on is carried out by a tetter of amendment during the budget
procedure in respect of the budget for the following year.
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1_: CALCULATION OF YHE IMFACT OF THE DCi (AR ON TH,

CALCULATION OF THE GAP IN RATES

FATE USED IN THE 1989 BUDGET

RATE BECORDED BETWEEN 1/8/88 AND 31/7/08
SAP IN MATES (IN ECUe)

GAP IN NATES (%)

- -
" en
»

=111

{ 1i.CALCULATION OF IMPACT OF
1 s ————

GAP IN RATES ON THE

1908 BUDGET

JUANTITY

t | ESTIMATED AVEA- | TECHNICAL ! AVERAGE WORLD | AVERAGE WORLD ! UNIT IMPACT C 1ES TOTAL BUDGETARY IMPACT

‘ { AGE WORLD PRICE ! ADJUSTMENT t  PAICE USED ! PRICE CONVERTED | GAP IN RATES CONCERNED = sesmec e ccm oo e e m et e e e e
i { 1 COEFFICIENTY ' 1 INTO ECU AT RATE! MECU (A) | DOUBLE MATE t MECU (8)

i ! ' 1 ! 1% = 0,810 €ECU ! ! ) t

i i 1 ' t (CONA. COEFF, = ! | 1 [}

' i t | t 1.137 ! -11.1n% ' | '

! ¢ ($7/7) ! ! {$ /11 1 {ECU/T) ! {ECU/T) { 1000 Y | [} '

' a ! » ! e ! 4= b xc ' . !t = s x desv. ' '] ' het xg 1 ] ! J = hx
PR - - _ -

' A. REFUNDS ' t ' ' ! ! ! -852
! mmgrascaze 1 H [l 1 4 ] ! anan
!t CEREALS AND RICE ! | ' ! ! [ ' t

! - COMMON WHEAT ! 140 ! 1.00 ! 140 ! too ! -11.1 1784, ~198.0 ! 1.07¢ ! -1

Y = DURUM WHEAT ! 170 ! 1.00 ! 170 ! 121 ! -13.4 kL BN ! -46.2 ! v .085 ! ~49

| ~ BARLEY ! 126 1t 1.00 ! 128t 83 I -9.9 12460 ! ~12).4 ! 074} =132

! - OTHER CEREALS ! 128 | 1.00 ! 125 ! 89 i ~9.9 3400 -33.7 ! ~.093 ! -37

I -~ STARCH ! 138 ! 1.60 ! 216 ! 15¢ ! -17.1 190C -32.5 1 1.110 ¢ -38

‘- RICE ! 300 ! 1.00 ! oo ! 214 -23.8 ' 15 -3.7 1 1.068 ! -8

' MILK PRODUCTS H ! ' ! ' ' t i U

I - BUTTER ! 1650 ! 1.00 ! 1650 ! 11718 ¢ ~130_5 278 ! -35.8 ! 1,119 ! -40

t - BUTTEROIL ! 000 ¢ 1.00 ! 2000 ! 1425 ¢ -158.2 104 ! -16.6 ! 1.119 ! ~-19

t - SKIMMED-MILK POWDER ' 1680 ! 1.00 ! 1680 ! 1187t -133.¢ 4z -63.2 ! 1.095 ! -69

t - OTHER IN MILK EQUIVALENT! 152 ¢ 1.00 ! 152 ! 108 ! -12.0 1007 ¢ ~120.8 ! 1.107 t -13a

| BEEF AND VEAL i ! i ! ! ¢ L !

t - FRESH MEAT ! 1700 ¢t 0.50 ! 850 ! 606 ! -61.3 . $co ¢ ~-33.7 ¢t LIS BT -7

! - FROZEN MEAT ! 00 ! 0.50 ! 450 ! n ! -35.7 600 ! -17.9 ! 1.110 -20

! PIGMEAT ' ] ' ' ' : 1 ! [

1 - CUTS AND SAUSAGES ! 1300 !t 0.60 ¢ 650 ! 463 ! -51.a 425 ! -21.8 1.109 ! -2

1 EGGS ANO POULTRY 1 b ' ! [} : ! I !

! - EGGS ! 1000 1 0.50 ! 500 ! 56 ¢ -3%.6 ! 1%0 -4.4 | 1.12y ! -8

t -~ POULTRAY ! 12715 1} 0.7§ I 9586 ! 681 ! -18.7 ¢ 4cn ! ~30.3 ! 1.083 | -3

| o m e e m = - - Sy S e I P T T e I
' B. Al1D | 1 ' ' ' ' 1 ] -387
| emzmma 1 ] 1 ! t 1 ! CLL LS
' OILSEEDS ! 1 1 1 ¢ ' 1 1

t - RAPESEED t 230 | 1.00 | 290 | 207 ! ~23.0 . 128 -117.8 ! 1.008 ! -129

{ - SUNFLOWER t 298 1.00 ! 285 ! 210 1t -23.3 ¢ 148 -73.3 ) 1.098 | -80

* - SOYA BEANS L 310 | 1.00 ! Ji0 | -24.86 ! 1702 -41.9 1 1.089 ! -48

! - LINSEED 1 are ¢ 1.00 ! 316 ! 268 ! -29.8 ! 10 -3.2 t 1078t -3

t PROTEIN PLANTS [} 1 H ! ! t ' 1

! -~ PEAS {HUMAN CONSUMPTION)! 280 ! 1.00 ¢ 80 ! 199 ¢ -22.1 ! 200 -4.4 | 1.100 | -5

t ~ PEAS(ANIMAL CONSUMPTION)! 240 ! 0.45% ios ! 17 1 -6.6 ! 4050 ! -3.8 ! 1.100 | ~38

| - LUPINS ! 240 | o.s0 ! 144 ) 103 ¢ -11.4 ! e -0.% 1.083 |} 0

. ~ DRIED FODDER 1 130 ¢ 1.00 130 1 9 | -19.3 1 2700 | -2r.8 1 1.00% | ~30

! FIBRE PLANTS 1 ! t i ' ! i t |

I - COTTOM ! 1323 | 0.32 | 423 20y 1 -33.4 1110 ¢} ~35.1 0.988 ! -3

! TOTAL [} 1 ! ! 1 1 -1124.4 | i -1218

ON THE BASIS OF THE FIGURES IN THE TYABLE,

A FALL IN THE MATE OF THE DOLLAR DOF 10% WOULD LEAD YO ADDITIONAL EXPENOD:TURE OF ECU 1

097,1 MILLION,



EXPLANATORY REMARKS RELATING TO ANNEX |

Column (a) of the table gives all the budgetary heading which are
affected explicitly and directly by movements in the value of the
dollar.

Coiumn (b) gives the estimated average world prices in dollars for the
period concerned. They correspond either to average sales prices on
export of Community products or to prices used for the calculation of
the varigis aids.

itcee prices ale muirlipiared by an adjusting ceetficient [col. (¢)]
Indicating the weighting of the wor!d price used to determine an aid or
refund. By way of example, 1,6 times the world price for maize is used
in the determination of the production refunsd for starch while only 45%
of the world price for soya cake is used for the production aid for peas
intended for human consumption.

In other cases, the coefficient expresses the estimated proportion of
trade directly affected by world prices expressed in dollars (e.g. beef
and veal, eggs and poutltry).

Cotlumn (d), gives the average worid prices corrected by the adjusting
coefficient whitle column (e) gives the same prices converted into ECU
using the exchange rate used in the budget. The unit Impact of the
11,1% rise in the value of the dollar is given Iin column (f) In ECU per
tonne. This unit amount muitiplied by the estimated quantities
qualifying for aids and refunds during the period under consideration
gives the impact in agricultural m ECUs [col.(h)] and in million
budgetary ECUs [col.(})].



COMMISSION (PBUD/EN/0020-8)
OF THE
EUROPEAN COMMUNITIES
Directorate-General for Agriculture
EAGGF-Guarantee Section

ANNEX 1]

1989 GENERAL BUDGET
SECTION 111 - COMMISSION
PART B - OPERATING APPROPRATIONS

TRANSFERS FROM CHAPTER TO CHAPTER IN_ECY

1. FROM CHAPTER 10 - CEREALS AND RICE

\RTICLE 101 - (NTERVENT!ON STORAGE OF CEREALS

08T 1017 TEPRUNGTAL T [F PYRL 'S STORAGH 100.000.000
20ST W0iL - OnilR PULLIL STORAGE Ludis -24.000.000
POST 1014 - DEPRECIATION OF CEREAL STOCKS -300.000.000
ARTICLE 102 - INTERVENTION, OTHER THAN STORAGE, OF CEREALS

POST 1079 - OTHER INTERVENTION -70.000.000

2. FROM CHAPTER 12 - OILS AND FATS

ARTICLE 125 - REFUNDS -15.000.000
ARTICLE 126 - PRODUCTION AIDS FOR OILSEEDS

POST 1260 - PRODUCTION AIDS FOR RAPESEED -125.000.000
POST 1261 - PRODUCTION AfDS FOR SUNFLOWER -45.000.000
FOST 1262 - PRODUCTION AIDS FOR SOYA BEANS -40.000.000
POST 1263 - PRODUCTION AID FOR FLAX SEED -15.000.000
ARTICLE 127 - INTERVENTION STORAGE OF OILSEEDS

ARTICLE 1272 - OTHER PUBLIC STORAGE COSTS -5.000.000

3. FROM CHAPTER 21 - BEEF/VEAL

ARTICLE 211 - INTERVENTION STORAGE OF BEEF

POST 2111 - TECHNICAL COSTS OF PUBLIC STORAGE (BEEF) -10.000.000
POST 2113 - OTHER PUBLIC STORAGE COSTS (BEEF) -10.000.000
POST 2114 - DEPRECIATION OF BEEF STOCKS -60.000.000

4. 70 CHAPTER 102 - MONETARY RESERVE 819.000.000




