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|. Introduction

1. By lIts Regulation (EEC) n° 428/87 of 8 February 1987, the Councl!
set up a system of compensation for loss of expcrt earnings for
least-developed countries not signatory to the Third ACP--EEC
Convention(1), This Regulation was followed by Council Regulatlon
(EEC) n° 429/87 of 9 February 1987, laying down detatlled rules for
the implementation of the preceding Regulation (1)

2. Article 10 of the first Regulation referred to above stipulates
that "The Commission shall report annually to the European
Parliament and the Council on the administration of the system
during the preceding year".

3. The present report refers to the administration of the system
during the year 1990, and deals with

- the Implementation of the system,

- the results of the 1989 applicatlion year,

- the budgetary aspects,

- the Iintended use, or the use already made of the transfers,
respectively.
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4. In order to dlscuss problems of statlistical coopefation (referred
to In last year's report) and to answer the questions brought up by
the local authoritlies, a Stabex mission to Nepal, Bangladesh and
Laos was carrlied out in March/April 1990.

5. In the case of Nepal and Bangladesh, this mission seems to have
proved useful and profitable for both sides, contrary to what can
be said about Laos. |t appears indeed unlikely that this country
will benefit from the Stabex scheme In the near future, as the
basic conditlons for statistical cooperation are non-existent for
the present time.

6. With regard +to actual wutilization of Stabex funds, rather
significant delays In the Iimplementation of projects had to be
noted, particularly in Nepal and in Haitl. These delays canh mainly
be attributed to polltical circumstances In the different
countries.

However, In the <case of Nepal (and Iin accordance wlith the
stipulations of article 16.3.a) of Regulation n" 429/87) the
Commlission felt compelled to suspend temporarily the disbursement
of the Stabex transfers for appllication year 1989.

7. In July 1890, the Commisslon proposed to the Council|l a regutation
amending the list of beneficiary states of the LDC~-ALA Stabex
system (Annex 1| to Regulation (EEC) n° 429/87). The aim of this

proposal Is to remove Haltl from the list of eliglble countries, as
the Republic of Haltl has acceded to the Fourth ACP-EE(C Convention
and will thus benefit from the ACP Stabex scheme as of application
year 1990 (financlial year 1991).

(1) Officlal Journal n° L 43 dated February 13, 1987.



Iv.

Results of application vear 1989

8. Out of the elight countrles which are eligible under the system,
only two, 1.e. Nepal and Bangladesh, submitted within the required
time limlts transfer requests for application year 1989. The Arab
Republiic of Yemen - after unification with the Peopie‘s Democratic
Republic of Yemen, now named Republiic of Yemen - did not Introduce
any request, whereas Haltl presented two requests - for coffee and
tea - on 12 July 1990. The deadline of 31 March having not been
respected, these two requests had to be rejected.

9. The elliglible transfer requests concern the following products :
Reguesting State Product
Nepal Hides and skins

Lentils
Bangiadesh Tea

Jute

Shrimps

Hides and skins

10. During assessment, two of these requests, origlnating from

Bangladesh, were found to be inellgible, viz.

Product Reason for non-eligibifity

Shr imps No loss at the level of exports to
all destinations (art. 9.2 of
Regulation n° 429/87).

Hlides and skins No loss at all, nelther on exports
to aill destinations, nor on those te
EEC destinations.

11. The four other requests ied to a total amount of Justifled
transferz of 3,308,996 ocus, which were allotted In the foliowing
way :

Benaficlary State Breoduct Apount of transfer

Nepa! Hides and Skins 557.983 ecus

" Lentils 112.699 *

Bangladesh Tea 2.344.746 *

" Jute 201.648 *

Budgetary aspects

12. The resources provided for at article 937 of the 1990 budget
consisted of 10 million ecus, each, for commlitment and for payment
credits.

13. These resources thus allowed not only total commitment and payment
of Stabex transfers 1990, but also dlisbursement of 1989 Stabex
transfers In favour of HaTti, without having to request additlonal
credits.

14. As the Commisslion had been unable to obtain detalled Informatlon

and a firm commitment from the Haltlan authoritlies concerning the
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15.

use to whlich the Stabex funds would be put, the two transfers In
favour of HaTtl for appllcation year 1988 had not been pald In
1989. Disbursement flnally took place in September 1990.

Stabex transfers 1990 In favour of Bangladesh were dlsbursed In
September. 1f the Nepalese authorities comply with the rules of the
regulations, transfers wlll be made before the end of December
1890.

Utllizatlon envisaged by beneficliary countries of 1990 Stabex transfers

16.

17.

Nepal intends to have studies made on the two sectors concerned,
i.e. hldes and skins, and lentils, from which It expects
recommendations for programs relating to professional training,
improvement of the production and the products themselves, as well
as to technlcal modernisation. For the lentils’ sector, It Is
furthermore planned to hold a national seminar in order to ldentlfy
viable projects.

The authortties of Bangladesh committed themselves to utilize the
Stabex funds 1990 for proJects and actlions already identiflied and
defined In the Jute and the tea sector as agreed upon by the
responsible Minlstrles and the local CEC Delegation.

Utilization of transfers paid for the application years 1986, 1987 and 1988

18.

implementatlon of Stabex funded projects and activities in the jute and
tea sectors in Bangladesh continued during the past year although slower
than planned.

Lengthy and complex procedurss on the side of the beneficiary (e.g. for
approval of workplans and Dbudgets, appointment of - consuitants,
procurement of equipment and awarding of work contracts) and the need to
involve several agencles (often outside the sector) are the main causes
for the delays.

Jute sector

The jute sector has received following transfers so far:

(mio ECU) (nio Taka)

1987 (for 1986)  6.74 x 37.6 = 253.42
18988 (for 1987) 3.09 x 38.2 = 118.04
1989 (for 1988) 3.11 x 87.9 = 117.87
1880 (for 1989) 0.28 x 47.0 = 13.63
13.23 502.896 + 26.4 (interest) = 529.4

These transfers are financing following projects.

Budget estimates are glven between brackets In millions of Taka. Tota!
amount budgeted (617.2 mio Taka) exceeds avallable funds (529.4 nmio
Taka) slightly (approximately 16%).

Implementation of quick disbursing projects receive priority. Budget
adjustments are |likely during implementation. S!light over-programming
is therefore unlikely to cause problems.
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13.

14.

15.

18.

7.

Supply of jute seeds/fertitizer to
farmers affected by 1988 floods/cyclone (16.2)

improvement In the quality of gunny bags
tor export grade packlng (0.59)

Use of jute for development of alternative

flexible bulk packaging for tea (21.4)

Development and market promotion of geo-jute
(21.9)
Development of decorative fabrics (40.0)

Improvement of the quality of jute puip in
Sythet paper and pulp mill (71.4)

Improved retting practices (52.3)
Integrated jute productlion and Marketing
Project (1JPAMP) (140.0)

FS for Rangpur Pulp and Paper Mili (10.7)

Study for rationalisation of Jute mills (75.0)

. Study for ratlonalisation of Bangladesh jute

cooperation (8.5)

Strengthening and expansion of training
facliities (15.0)

Strengthening of Bangladesh Jute Research
Institute (16.3)

Marketing support to industry sub-sector (52.2)

Strengthening planning and strategy cell In
Ministry of Jute (60.4)

Jute handicrafts (11.0)

Audit of Stabex funded projects {3.4)

Project compieted. Total disbursement 16.2
milllon Taka

Test production ongoing

Development of sample bags; procurement of
raw materials and equipment for test
production runs ongoing

Production capacity established; raw
materials procured; test production, field
trials, demonstration ongoing

Production unit being established

Tender for turnkey contract floated in July
1990. Contract award imminent.

Consultants appointed; survey work ongoing;
fleld Implementation started July 1630

Projsct document being finalised

Compileted

Tenders floated. Consultants being
appointed. Studles help to prepare ground

for major Worid Bank loan to Jute sector

Ongoing

Pending (under negotlation)

Ongoing



Tea seactor C;

The tea sector has recelved following transfers so far:

(mlo ECU) (mio Takg)

1987 (for 1986) 2.06 x 37.6 = 77.46
1988 (for 1987) 1.85 x 32.8 = 70.67
1989 (for 1988) nil -
1990 (for 1989) 2.34 x 47.0 = 110.00
6.25 258.13 (+ interest P.M.)

The status on the use of 1887 and 1988 transfers can be summarized as
follows:

Expansion of Irrigation facllities in tea Consultants appointed for construction of
estates (38.5) dam/water reservoir
Tender for I[rrigation equipment faunched

Development of education facliities Survey and designs completed. Tender for
in tea estate area (14.8) construction ongoing

Preventive health for tea estate labourers Procurement and tender for construction of
and families (16.0) creches ongoing

Upgrading of roads and bridges In the tea Ongaing; several roads/bridges completed
area (46.0)

Wireless telecommunication facilities for Ongolng - through Telegraph & Teiecom Board
tea gardens in Sylhet (27.2) of Bangladesh

Use of transfers is being programmed within the context of existing
Stabex funded activities and projects in the tea sector
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20.

21.

9;

in Nepal, Stabex funds deriving from the transfer for application
year 1986 have been used (n the leather sector for Iimports of
machlinery and equipment, for training purposes and for the creation
of a revolving fund destined to facllitate imports of spare-parts
and small accessorles.

The transfer for application year 1987 was paid end 1988 ; part of
it has been used In the meantime for replenishment of the revolving
fund.

At the end of 1989, at the request of the Commission, a study was
carried out which contains recommendations for better use of funds.
This study was transmitted to Nepalese authorities In February
1990.

The delays in implementing the recommendations and Iin using the
remaining 1987 resources (hides & skins’ transfer) as well as the
funds derived from 1988 transfers (hides & skins, and lentiis) may,
in all likellhood, be attributed to recent political events in this
country.

In June 1980 only, the authoritles of Haltl and the Commission have
come to an agreement regarding utilization of Stabex funds
originating from the transfers for appllcation year 1987.

According to this agreement, these funds wlll be used for a
programme destined to Improve the production and marketing of
coffee and cocoa, as well as for the reconstruction of the

secondary road from Baptiste to Belladére In the coffee and cocoa
plantations‘area. The first project |Is meant as a support to
cooperatives and producers’ organizations and Intends to upgrade
farmers’ skilis with regard to production and marketing techniques
for the two products concerned. The main reason for the
construction of the road from Belladére to Baptiste |Is to make the
district of and around Baptiste Iless Isolated, thus allowing
farmers to sell thelr production in the nearest commercial centers.

Stabex funds deriving from transfers for appllcation year 1988 wil|
be used for the constructlon of secondary roads in the Southern
part of the Haitlan peninsula.

This project aims at making a global population of about 77000
inhabitants less Isclated In a mostly agricultural and, at present,
very destitute area.

The Stabex transfer 1987 In favour of the Yemen Arab Republic
amounted to 379,013 ecus. Up to now, these funds have not yet been
used, as foreseen, In the Reglonal Development Programme at Al
Mahwit. - This delay - is due, among others, to the process of
unification of the two countries (North and South) and to the
structuring of a new adminlistration.





