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A. INTRODUCTION

This report covers exchange rates, wheat. prices and
fertilizer prices for the first six months of 1990, and also
compares these prices with those for a comparable time perlod in
1988 and 1989. Tables 1, 3 and 5 prov1de monthly prices in 1990
for wheat, urea and DAP for each province in Afghanistan. Tables
2, 4 and 6 compare prices of the same products with similar
periods in 1988 and 1989. Table 7 provides monthly exchange rates
of the Afghani to the Rupee during the second half of 1988
through June, 1990. Charts are also attached after each Table
showing price trends for wheat, urea and DAP in all 29 provinces
of Afghanistan.

Only actual prices have been recorded and these have not
been adjusted for inflation, which is generally believed quite
high. While we do not have current information, earlier
estimates indicate that between 1978/79 to 1987/88, inflation in
the country was growing at an annual rate of 14% (see Robert
Nathan, 1990). Between 1983/84 and 1987/88 it reached 27%. It
is hard to say whether these percentages reflect actual rates
since the calculations were based on official prices, which are
often distorted by price controls and government subsidies.

For ease of presentation and comparison, prices are also
aggregated by regions. For planning purposes, VITA had divided
Afghanistan into ten reglons We have used this same regional
classification in preparlng the comparatlve figures and charts.
The composition of the various regions are as follows.

REGION PROVINCES REGION PROVINCES REGION PROVINCES.
I KABUL A% ZABUL VII BAGHLAN
LOGAR ‘ KANDAHAR KUNDUZ
PARWAN URUZGAN SAMANGAN
KAPISA ' HELMAND
IT GHAZNTI - VI FARAH IX BADAKHSHAN
PAKTIKA HERAT TAKHAR
NIMROZ
IIT GHOR VII FARYAB X KUNAR
BAMYAN BADGHIS NANGARHAR
WARDAK JAWZJAN LAGHMAN
BATLKH
IV PAKTIA

The information on prices is collected from traders, truck
drivers, and refugees as they arrive from different points in
Afghanistan. The«sum of the values received from the different
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respondents are then divided by the numbers .of responses to
arrive at the average price in a specific province. The nunber
of interviewees, however, varies depending on the number of new
arrivals with information about prices in a particular region.
The data on exchange rates is obtained from money changers in
Peshawar. )

B. WHEAT PRICES

The price of wheat for the first six months of 1990 has
increased significantly over the same six month period last year.
The increase in the provinces ranged from a low of 121% to a high
of 375% in the first quarter; and 59% to 586% in the second
quarter. In twelve provinces, the price of wheat in the second
quarter increased by more than 200% over the same period last
year.

Prices in five of the provinces have been exceptionally
high. These include Badghis, where the price of wheat in April
1990 was 1,633 Afghanis per seer (1 seer equals 7 kg.) compared
to 260 Afghanis in April, 1989. Prices for Faryab, Nangarhar and
Laghman for the same period were 1,300, 1,500 and 1,100 Afghanis
per seer respectively, compared to 240, 200 and 210 in April
1989. In the provinces of Badghis, Faryab, and parts of
Badakhshan, the price increase has resulted from drought and pest
infestation. The United Nations has already intervened by
providing relief assistance and USAID is also launching a similar
program focusing on a portion of Badghis Province. The land in
Badakhshan is very poor and only marginally suitable for crop
production. As a result, any slight change in agronomic factors
greatly affects their marginal condition and hence, agricultural
prices.

Unlike the other provinces, the sharp rise in the price of
wheat in Nangarhar and Laghman was caused by security problems.
There has been renewed fighting between the mujahideen and
government forces over the last few months and this has disrupted
the grain flow, causing supply shortages in the cities.

While absolute prices have risen significantly over the last
year, the seasonal trend in the wheat price movement has remained
the same. Between January and February, prices reach their peak,
because at this time supplies from the previous harvest start
dwindling. Later in the spring farmers and others have a good
sense of what the new harvest will probably yield. If
expectations are good, prices start to fall in April and May.

If, however, crop yield appears poor, then prices start to rise.
By June/July, farmers begin releasing their reserve stocks after
evaluating their harvest. This will improve the supply situation
causing ‘prices to',fall. In normal years the prices bottom out
immediately afte;”the harvest. :



C. FERTILIZER PRICES

Fertilizer prices rose sharply during the second quarter of
1990. The national average price for urea went from 2,056
Afghanis per 50 kg in March, to 3,045 in April, an increase of
71%. Slmllarly, the price of DAP per 50 kg went from 2,219
Afghanis in March, to 3,712 Afghanis in April, an increase of
67%. The increase for the two month period of May and June has
not been very significant, and ranges from 2% for DAP to 6% for
urea. This, however, is not a period of great demand for
fertilizer.

In some provinces the sale price of DAP and urea do not
reflect the C & F price parity of the international market.
While the cost of DAP is 20% to 30% more than the cost of urea,
the market prlce of DAP is, in some cases, less than or equal to
the sale price of urea. This may suggest either a weaker demand
for DAP in these provinces or availability of cheap supplies, due
to government subsidies or other market distortions from the
Kabul Government.

D. EXCHANGE RATES

From July 1988 to February 1989, the exchange rate remained
steady at around 10 Afghanls to the Rupee. It started declining
in March, 1989 and since then has been losing consistently
against the Rupee. 1In Apr11 1990, 25 Afghanis were exchanging
for one Rupee - dropping in value by more than 100% over the last
year. The Afghani has made a slight recovery since March of this
year, and is now exchanging at the rate of 23 Afghanis to the
Rupee. The gain is attributed mainly to political factors: the
political reforms of the Kabul Government; agreement among the
big powers to resolve the Afghan issue; and the repatriation of
refugees. All these have made their contribution.

The monetary policy of the Kabul Government has been the
main cause in the constant decline of the Afghani against the
Rupee. However, day-to-day fluctuations have also occurred when
Afghan political parties want to make large deposits by
exchanging their Afghanis for Rupees; or when they draw large
sums from their Rupee account to exchange for Afghanis to finance
military and political operations in Afghanistan. 1In both
instances, the money changers take advantage of the situation.
In the former, they let the Afghani fall by more than it should;
while in the latter, they drive the value of the Afghani up by
more than actual demand.
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- TABLE 1:

PRICES OF WHEAT FROM JANUARY 1990 TO JUNE 1990

(AFGHANIS)
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PRICES OF WHEAT PROX JANUARY 1990 TO JUNE 1990

TABLE 1:

(CONTINUED)

(AFGHANIS)

WHEAT PER SEER (7 EG)
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PART IXI

UREA PRICES IN AFGHANISTAN
DURING THE FIRST SIX MONTHS OF
1988, 1989 AND 1990
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PART IV

EXCHANGE RATES OF AFGHANIS TO
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