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PART 1. SUMMARY ANJ RECOMMENDATIONSG

A. NEASON FOR AND PURPOSY, OF AMENDFED PROJECT PAPER

The Project Paper - Management Support for the Afghan Fertilizer
Companv  (December 1974) - provided for two years' advisory assistunce
to AFC and specified that an intensive evaluation would be conducied prior
to the end of the first year of the project. This cvaluation was held on
November 25, 1975 with the representatives in attendance: The Ministry
of Agricullure, Ministry of Planning, Agricultural Development Bank,
Afghen Tertilizer Company, Cheechi and Company/Washington, D.C.,
Checechi and Company/Advisory Team. A1D/W and USAID/Afghanistan.
The evulustion concluded that progress hns been made in improving AFC's
management capabilities, but that advisory assistance was still needed in
general management, financial management, marketing angd distribution.
.(T’L LI‘ *o Annc .: for 1‘1" f‘\""""“’m “C’PO” ) 'I"iibret‘oxe 1:5 OReLYEAr:
S cR Y

a:9nebyed
L, OF e, oury mymmgms Droposed in'order 16 fikt

‘Improve AFC capabilities in the above areas..

The ovaluntion oleo identifiod the need to elearly define proiect inputs
and ouipuis and {0 esiabiish verinable indicators. Thin amended Projeet
Papor ircludes sveh revisions as well as revisions in the project goal and
purposc, Expericnces with the ongmal preject design drmonstrated that there v
a lack of sufficient detail in the logical framework matrix to permit a
thorough and meaningful cvaluation of the performance of the technical

ssistance team as well as the degree to which progress was being made
at the project purpose level.  Accordingly, project ouipuis have been more
carefully defined and companion oulput indicators established. In addition,
the original project purposc has been discarded and a new one incorporating
the prime function of AFC -~ the distribution of fertilizer -~ hag been
formulated. At both the purpose and sceclor goal “evzls the USAID has added
small farmer objectives for fertilizer usc and increased preduction and
income, respectively, to acknowledge the {act that it is AID's intent to
improve the welifare of small farmers.

In summary, the Mission is now satisfied that it will be possible to both

monitor the implementation of the revised project and to conduct meaningful
future evaluations with the aid of the improved project design.
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B. SUMNARY DESCRIPTICN CF PRCJECT DESIGN AND
IVILENPENTATICN FLAN

The Government of Afghanistan has placed strong emphasis on
becoming sielf sufficient in agricultural production, cspecially in wheat
production. ‘The stralepgy used in moving towards inereacsed preduction
has consisted of encournging th usc of and maldng available ferthiizer

DAP and wiva). Althougq the use of i‘erﬁllzer has stéaPinerésety, ™
& s‘.stlll modest, particularly g0 in the case of small farmaie:

The scetor goal in to increase the agricultural output of Afghanistan
and to ineronse small farmer inceme through incroasad agriculture output,
This incrcased output will be realized through the use of additional
fertilizer applicd te the priucipal erops of wheat, cotton.and supar. The
project purpose, thercfure, is to increase Afghan formers' annual usage
of fertilizer and to spread the use of fortilizer among small farmers.

The project nronogcs {o nehiova this purposc by previding adaditional
assislance to the AFC inimproving its management efficiency in precuring
and (h._utl ibuting fertilizer and other agricultural inputs to farmors and in
increasing offorts at converting the uninformed small farmers to the use

of fortilizor,

In order to keep prices and terms at levels which the small, less
wealthy farmeosr can afford, fertilizer must be distributed cfficiontly and
economically by the AFC which is the sole distributor of fertilizer in
Afghanistan. Although much progress has been made in the developraent
of the management and operations of the AFC, further improvements
and modernization are required to ensure that maximuu: SCivices are
given at minimumn cost,

The amended project will provide the services of three advisors for
24 months cach, the services of a number of short-term specialists,
contractor home effice support and participant training., These advisors
will work with the President and two Viee Presidents of the AFC who
constituic the AFC's Bxeculive Committee and will assist in the further
develepment of the business capahility and efficiency of the Company.

The iimplementation of the project is expected to begin with the arrival
of the threce primary advisors not later than January 1977 and cextend for
a two-ycar periods (1) The Management and Training Advisor will also
soerve as the Chicf of Party and as the Chief Training Advisor to the AFC.
Ho will moritor the accounting functions of the Company and rendor
assistance to the various units of AFC in his ficld of competoence; (2)
The Tinancial Advisor will assist in programs to improve the performance

gesT AVAILABLE corv
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of thc aceounting system, particularly at the reeional levely (3) The
Marketing and Supply Advisor will assist AFC counterparts in marketing,
supply, distribution and in the purchase of fertilizer from the inter-
naticnal market. '

The team mombers will assist their counterparts in develeping and
reeciving approval (by the GCA) of their 1977 budg’,"\;t.‘ This will be
accomplished prior to the beeiming of the Afghan yorr which starts
Moerceh 21, 1977, This same requirement will be accomplished for the
1976 budget, although the advizers shoutd have o srantler input sinee their
counterparts will presumably be mere ennable by that time.

Another arca to wluch these advisers will give carly attention is the
d&elq;ment of'a system of delegaticns of avthiority which will allew for
cenfinuous cperational authority in ench functional aren of ATC nctivitics.
Expericnee has shown the lack of an cffeetive sys tem noecnused a
"hottleneek! problem which ncoeds to be resoived,

In order {¢ obtain sufficient fortilizer s'm'cks, it is nceessary for the
AFC (e purchase fortilizer from the international market.  This task
requis.  the supervision of a persen espericnced in this area.  The advisor
would give limited nesistancs and guidanee in the Spring 1877 icrulizer
purchase and during the following year would train the apprepriate personnel
80 that AFC would be able to complete the Fall 1978 fertilizer purchase
without advisory assist:mca,. Cther tasks with which the I‘.Lm‘kctmg ..nd
Supply Advisor will bo assisting are tho 'e'c‘entralizanon 6f marketing‘ andy
e\j’a}'ahdusing down to the® ﬁve reg Jonal I' ™ cic other advisors will ™
ATLOBE A 'ibtmb in their arcas of C\rcrtlf ¢ in sefting up funeticning
rchoml lu'. 1 | cpot rf\uono)m iwassisting: mpromoﬁonal campzugnq direeted
' ing small farmer tsc of fem as'increasing the numb.,;,,
y emonstrauo’ﬁ"f)'ré'ﬁ) ' e

Although all the advisors will be involved in training counterpnrt
personncl, the Chief Training Advisor wili concentrate on develeoping an
ATFC training stalf which will be capable of designing training courses and
carrying them out without outside assistance. It is cxpoected that the
scrvices of a shert-torm training specialist will be utilized during the
setting-up of this permanent ATC training facility.

'wo other activities which will require the assistance of shert-term con-
sultants arc: (1) the establishment and implementation of procedures for
procurcment, distribution and safe handling of agro-chemicals (pesticides,
herhicldes, fungicides, cte.) down to the retailer level and (2) the cstab-
lishment of reliable optimum ratios, by rogion and provinces, for application
of DAP/urea to the important crops of wheat, sugar and cotton,

aEST AVAILABLE coPY



-4 -

C. DETAILED FINANCIAL DATA
FY 1975 FYy 1976 FY 1977 TOTAL
(MM) 3 (MIS) (MM) © § $
1. FPERSONNIEIL, (49) 331 (82) 350 (51) 443 1,124
Conlract Advisors
Management 2 Training (12) (12) (12)
Finaneinl (12) (12) (12)
Marketing and Supply (12 (12) (12)
Supply & Listribution (12) - -
Shert-Teorm Censultants
Agre-Chomicale ( 6) ( 6)
Apricullurnl Beencmisi (4 (4
Training Speeialist (.2) (2)
Other (1) (4) ( 6)
Z, ZARTICITANTS 42 12 12 126
U.5., 2x4 MM
Third ccuntrics
13 x4 MM
TOTAL $373 $392 $485  $1, 250
D. SUMMARY FINDINGE OF NEW ECONOMIC ANALYSIS

in Afghanistan is the importation of wheat.
mental dynamics associated with increasced fertilizer use are ignored,
eccnomics are clearly in faver of inereascd fertilizer usc over whent

The alternative to not using increasing amounts of commercial fertilizer

imports, yiclding a benefit-cost ratio in the ncighberhood of 3:1.

Howevdr
fertilizer,

b m’d uncon results of furtxhzu trmlc.

at least on wheat,

Unrlor present and pr0]cctud cost—pnco 1\,latmnulnps,

B Waar RARNRE é’!‘ ni‘i.'!lf s
1031 § fS f» 2
TS ,, ,._‘ »

arc substantinl., The

ﬂw 11‘,1;
trial results show a

of usmg

Lven if the positive dovelon-
the

rather high variation in yield response to fertilizer application from place
to place and time to time. Thus, while average returns arc favorable,
the returns are by no means certain,
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Most A fehan farmers are living at the margi - of subsistence, Prudence
simply does not permit them to agsume ti-e risks associated with tre
purchase of fertilizer under existing cost-price relutions., ‘lhl. statement
ls s wcmll\' 'mplu able to small farmers. Unicss ‘the'sadd:are: in
et pscfived Iniproved == It 18 dufficult to Sce anyt ing exeapy .
] “‘We u"m‘&”fert!llwri A continuation of

the p(‘r'm mance over the past three years.

In the past, considerable emphasis hag been placed upon making the
AFC a financiolly ciable iustitution, Financial autonomy would, of course,
be highly desivaile unless social costs weve incurred in its attainmont
which more (1'- . ()-1 ot e enceiits, I, for \,\amplo, such emphesis
results in th 5 lmphrtatlon of ‘wheat, the cconomlc cost ov whicl: is: thrw
“fifhes that o *producing waeat domestxcal@y through’ mcreasé'a" usc o'?
“fertilizer, 't on the ey phasis on linancial“aute, omy is misplaced.  (FFo
Afehanistan, the importation of wheat does not tale land out of wheat
preduction, unless the fmportation unduly depresses prices, thereby
making lowd cvailailc to produce ether «rops,) The ATT scems to he
preeariously close te this pogition and given the throe yvears o experichce
that the AFC now has, it is tln;e that AFC's fertlllzer pricing policy h(.

‘Fevlewed in the context of ~overniment wieat price policy.

Fertilizer trial data coataiv enough apparcst amhigaities that we ave
uncoinforia sle rogarding the notriect min and application rate to recom-
mend to farmers.  The problem has important imptications for national
cconoinie efficiency, for growth in food supply and for the wellare of
farmers gencrally, The implications have special significance for t"ig
project which aims fo expac¢ the use of fertitizer by s small [armers who
have an extremely limited capacity to assume risks. The projeet wiil
address the problem through a study to be conducted by AFC witit the
assistance of a TDY expert. The expert will review and analyze
fertilizer trial results in some detail to determine the extent to which
the data can be used as the basis for recommending to farmers, with a
fairly high degree of confidence, tic nutrient mix and the application rate
that will vield to farmers the least-cost fertilizer applicaticn per unit of
pro‘duc‘t output, The sturly will indicate what the variation in net reluras
is likely to be under the recommendation, how area a gpecific the recom-
mendation has to be, how the recommendation can Lest be implemented,
whether additional fertilizer trials are needed, aud if 50 how the trials
arc to be implemented and adv inisterad,

BEST AVAILABLE COPY



E. PROJECT ISSULS

1. AFC's Capabijlitv of Using Advisory derviees

The original provision of ranagement services to the ATC was
based on 2 precondition of AID's further assistance in lean financing of
fortilizer supplice to the Government of Afghanistan, As discussed in
the original Project Paper, the previocus inefficicncies of fertilizer dis-
tribution under the Ministry of Agriculture with lesses appreaching
40 percent, nepetism and corruption, promricd the Gevernment {o
orpaniz the AFC. As u condition preezdent to finnneing any importaticn
of AiD~financed fertilizer, it was agrecd that a contract for managemoent
services would be entered inte by the AYC,

This managerment contract was signed on Doecermbor 6, 1972 with
the Checchi and Company of Washington, D.C. and provided, in addition
to other services, the fcllowing:

a. Organizotion of the personncl and introduction of all management
systems and pelicies of AFC.

be Managament of all cperations of AT teward {he schicvoricnt
of a viable corporate enterprise in accordance with its charter, to the
extent possible within the twe-year contract period.

c. Training of Afghans to perform competently at all levels of AFC
opcrations.

The raost signi‘icant aspect of this contract was that it provided for
the dircet cperatienal contrel by nine (9) oxpatriate professionals of the
organization and administration of thc AFC, with Afizhan ccunterparts
as trainces, As a result of this dircet appreach, the crganizational/
functional structurc of AFC was quickly estahlished so that by Septeraber
1974, at the request of the Government and based on USAID assessment.
cf progress achieved, the contracior's services were restructuraed from
an operaticnal rele (o that of an advisory role. Turthermore, by January
1975, the number of pesitions furnished by the contractor were reduced
from nine to four expatriate personnel.  Thesc advisory services in the
disciplines of genernl management, planning, financial management
including accounting, proecurcment, transpertation, warcheusing and
marketing, continucd until March 28, 1975, the completion date for the
scrvices of the advisory staff. Certain residugl procurcment scrvices
arc still being furnished the AFC under this phase of the contract,
until December 31, 1976,

AT AVAILABLE COPY J
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2. The Preblem of DAP/Urca Application Ratics

The preper ratio and anplicatien of nitregenous and phesphatic
fertilizer has been a slow cducatienal process with the farrmers of
Afghanistan,  The introduction of fortilizer to inercase fcod preduction
is, comparatively spoaking, a recent innovation. Althcugh the Ministry
of Agricultur: threugh its Departmoent of Rescarch and Scil Survey, and
Kabul University throwsh its Scheel of Agriculture, had conducied re-
search and tasts by cre pn and seil conditions, this was heyond the
comprchension of the average favmer, who in carly 1970/71 was
instructed by extensien Lu;cnt.., of ihe Ministry of Agriculture that 2 1 te 2
ratio of BADP/urca (ene bag of blaek fortilizer and two bapgs of white
fortilizer), is what sheuld be applicd te his crop.  This ratio was the
result of general plot tests which incicated that the new varicty cf
imported wheat sced bust respended toa 1 o 2 DAP/urca ratio.

A cevannnt wer ineluded in the AID loan agreements in recognition
of the fact that the indiseriminate appiicaticn of more phespliaiic fortilizers
than was eptimally reguired constituted a forcign cxchange drain on the
financial rescurces of the Governrant of Afghanistan,  This cevenant
stated that the Government would initiate research to determine the
opliraum ratio and armounts cf phosphatic 0 nilregeinous fortilizer by
crops ang soil conditions

At the November 25, 1975 Jeint Evaluation of the project, repre-
sentatives asked about the plans of the Goverrment to stucly the preper
application rate of phesphatic fertilizers. A.L.D. peinted out that the
question was of great importance fer the fanner, who might now be
spending more money for DAP than necessary, and for the Government,
which might be epending more f01 clr'n oxchﬁnge lhan necessar Ior the
import of phosphatic fertilizer, & ENE G ‘that Jitt]
i:'"é"éarch was conducted by the Govern entf}'xlthourh the Nnu.stry of
A {zuliure and Kabul University ronobm/\,d the need for such rescarch.
‘i’!fef lack of operational fund@ud b get supp't for consumable laberatory
supphoh precluded any ccordinated pro,”r'un by either agency. The physical
facilitics and personnel for such rescarch arc ¢ available in the Ministry of
Agriculture and Kabul University.

AS an interira measure, prior to a mere systemizaod approach of
rescarch on the preper application of phosphatie/nitrogenous fertilizers,
the AFC Supreme Council appreved on March 9, 1976, the climination of
DAP/urca ratios in all future fertilizer sales, whether cash or credit.
This cstablished an open market with farmer choice to apply fertilizer by
crep, method and time of application.  This action was coordinated with
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the Research and Scil Survey Department, Ministry of Agriculture,
which prepared printed guidance for all AFC sales cutlots {¢ Be used
in farmor c¢lucation,  (Sec Annex S.)

As alveady neted, provicus fertilizer trial rosults raise a
nuinber of questic ng with irpertant implicaticns for naticnal cecneraie
efficieney, for srowth in arricultural cutput and for the welfare of
farmers jrencrally. The n‘:.phc"ticns have special sienifieance for this
project which airms to expand the use of fertilizer by small farmoers whe
have noxt (o ne eapacity 10 agsunwe risks, “The questlons yaised stord

Mzfrory what ‘appen ¢ to be inccnsistencies ane ruthor hich variancdes in-the
it riql réSults. There scuins to have boen ne detailed assessirent of the
'qu.‘hty of the expeviments to doterrmine ~vhethor they were ecndueted in
a manner to preduce eredible results. Do the results in fact reflect the
ermpivical experionce that favmers would incur? If se, thereis a rcla-
tively high risk zloment nosceiated with fertilizer application and tln,
prosent cost-pries rojaiicnships ere not fovorab 1 oncuzth to vnf‘u 2 an
increasing numiber of farraers to assume this rigk exeept at 2
slow rate,

Ty fael S ,‘. 3 2 atal
The triad dula sheuld be revicwed and analyzelt in sor..\ a datnil

in order to determine the extent to which the experiiionial data (along

vith cther data, e, scil analyscs) can be used as the basis for recora-
moending to farmers, with a fairly high degree of cenfidence, t!‘_e nutrient
riix and application rate that will previde farmers the least-cost
fortilizer applieaticn per unit of preduct cutput,  ‘What is the cests-returns
variatlen likely te be under the recommendation? How area specifie dees
the recommendation have to be? How ceuld the recommendaticn be best
implementad? Are additional fertilizer trials needed? If so, how
implemented and adiministered? It is clear that a study to address these
questicns is badly neededs - This project providles for a TDY expert te
address the questions,

- aﬁﬂ (dcp\,ndinrr cn the behavior of cos

2 Clas i 5o "L'-
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3. Division of Responsibility between the Supreme Ceuncil and
Exceutive Commiltce

The AFC is governed, dirceted and operated in accerdance with the
termis and conditions of its Charter (ANNEX 3.). The Charter was
jointly ajrecd to and approved by AID and the Government and remains a
condition of the AID lean aprecments and will condinue to be a condition
of any future Project Agreement.

The AFC was cstablished as a joint-stock company on July 23, 1974,
with an authorized eapital steek of Three Hundred Million Afghanis (Afs.
300, €00, 000), The Agriculiural Develepment Rank of Afghanistan is the
corpany steekhelde v, which instituticn is alse the source of farmer
credit for furiilizer and other agricultural inputs.

Thiz Supreme Council is composed of:

~ Minister of Apriculiure, Chairman

- Minister of Tinance, mcmber

-~ Minigter of Planning, moember

- Minister of Mincs and Industries, merber

~ Minister ol Cuiutaerce, manker

- Dresident of the Agricultural Develepment Bank of
Afzhanisian, Mcrmber

= Managing Presicent of Afghan Fertilizer Company, member

The Supreme Council censtitutes the policy guidance body of the AFC.

The operation and administration of the ATFC is in turn turned cver
to the Ixecutive Board which consists of the Chairman of the Executive
Board, as President, the Financial and Administrative Vice President,
and the Commercial Vice President.

The above organizaticnal and functional arrangements althcugh
specified in the Charter as to areas of responeibility, have at times
resulted in misunderstanding and friction between the Supreme Council and
the Exccutive Board. The Joint Evaluation and USAID's moenitoring of the
projcet revealud that on occasion cperaticnal matters were brought befere
the Supreme Council in certain instances as informational matters, but in
other instances as a means of sharing responsibility for onerous managerial
decisions. Converscly, new members of the Supreme Council, not familinr
withi the AFC and its Charter, imposcd unilateral decisions regarding
persenncl, retailer assignments and internal administration of the AFC.
This situation culminated in USAID's and Embassy's query in January 1976

BE
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to the Government as to the future role of the AFC = weuld the
crymanizaticn be continued as an independent entity or woeuld it heeome
an enlity of the Ministry of Apriculture under its Airect supervisicn

and cperation?  This issue was recolved by the Governwient throuph the
Supreme Council; which by lctter of February 21, 1976 (ANNEX 1)
reaffirmed the rele of the ARC in aecc rdance with its Charter and the
Covenants of the lean agrecments. '

4, The Ability of ATC fo figsuime Ticsponsibility for the Sale
of ethor Agricultural fhouts

The Charicrof tho AFC provides that with the approval of the
Suprere Council, the Compary can yndertake cther agricultural activities
which weuld promete the Company's goals end interests, and which weuld
bring additicnal apricultural inpats and [ncilitics to the farmers. In
reeoznition o the Company's ability te efficiently distribute fortilizers
o farmoers, the Supreme Council reemestad that the Company includc
distributicn of pasticides throuch its cxisting network of yetailers. The
Plant Protoction hepartraent of the Minigiry of Agriculture, in ccordinaticn
with the Xeeearch Departiment, identifies ~nd recorunends the precurcment
of the pesiicidos o (i Apvicultnral Develroment Bank, which in turn makes
the line of credit aveilanie ¢ (he AT Lo procure, store, and distribute
the pesticides ¢ the farmor. Concurvent awith this activity, the AFC in
coordinaticn with the Extension Departroent of the Ministry of Agriculturc
atterapts to cducate fariners cn the preper application of pesticides.

In additicn to the above, the Supreme Council has also requested
that improved sced varictios be distributed by the AFC. The saeds are
furnished divectly from the Ministry of Apriculture sced farmers toc the ATC
for distribution through its retailers. o

The AFC, working in conjunction with ite monagement advisory
staff, recopnizod the importance of expanding the distributicn of
rclated apricultural inputs through its dealers and building up a nctwork
of not only fertilizer cutlats sesticides and secds), butl all related
cormoditics, such ag veterinary supplies, feed supplements, herbicides,
insccticides, f‘},‘l‘?ﬂf};&' syg;m;&ﬁ“ggi}ﬁg%};glc QQ;Egg}tuyal implements
and tocls. (RREAN ORI of S PrOAT R wanld B 4 CoREOMIMBCTE

g aevns . I il 07 SRR
] similar to that found in the rural areas o (he Unifc
s&m@;ﬁ.‘.‘z,zm
v
L

Shoro o farmer can make one step for all his agricultural farming

Slatea
needs, receive advice, 1 yatructions and guidance on preper and apprepriate
technelozy in the application of agricultural inputs.

3ES
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At the time of the Jeint I\'nwu D Ahe quest
by the AID reprosentative : ,4 LFCIg N0t
e on the ‘di st Hbiiron BE qrfi‘é;,;, AV i
G L , renaserent of AI‘C qtai\.(‘ {het 'm\' nv\v unfkrhlxmir
weuld first be studied and would have (o be o separate profit-making
activity or divisizn cf ATC,

The ponls and "r*bm( ns of the AFC in expanding its cperatien to
related apricultural inputs is commendable. Thoere is nneed for a
"faymcere! stere' where th\, f'\rx er cculd reecive pre :ducts as w cll as

x;cinr;gb. Tho' potential danr'cr for the AFCis the 100" rapid_,qxpansxon; 1
S f rogiuct unqﬁovertamng its'man Mggnal ] and more )
cing able tc competcnﬂy serve the farmcr. ?The ATC
1cqm i for the advisery services of an Agreo-chemicnal export isa
recopnition for the need of rutside advice and managerial puidance

especially in view of potential dangers (¢ fariners and consurmers
alik\: in ”]C uso o r nNr-h r\lr‘(u /\ nrrn r]\y r..’)\ ](‘nkv] n]"(j,\'l"\] R uUL])lC"‘

Lo (RS

moented by r.nanm_g;orml ruidance, will help Lo assure the capability of
AFC te expand inte related agriculiural inputs.

SEST AvalLAg e Copy



PART 2. PRCIECT FACKCRCUND ANN DETAMLED DE CRITTICN

A, ATC HITTCRY AR RECHNT CHPCNCLCGY CF BVANT LEALING
TC AL BRDEN 7

As a 1‘().‘2l‘it of poor agricultural production and the two drought years
of 1670/71 whib the vesuliing food shortages lasting up to June 1872, ihe
Government of Afphaaisian after concultation and advice of AlD, ostal lishaed
in 1572 the Afrhan Fertilizer Company (AFC). This action was considered
ensontind In order to replace an incfficient aovornmental system of fertilizer
disirlbution and to coneentrate those ather apricvltural inputs of insecticides,
pisticides, improved seed in an ASC distributioa syslem new including
morc than 360 retuil dealers locateu in cvory signilicant farming/market
arca in Afphanistan,

In addition to the development loans ($27.5 m illion) for the importation
of fertilizer to insure that the AYC had the product resouracs 1€ digtrivate o
the farmier, the management structure of AFC was established and anproented
by first loan financing the contract with Checchi and Company {rom Decombor
1071 1o 4, arch 1975 and then grant financing the advisery services after loun

funds werce no lenger available for this purpose, frow Apvil 1€70 th Marel 10745,

To easu: » that the AFC carried out its functicas in an cfficient manuer,
and not be bound by restrictive governmental reg.lat ons and procccuras, ihe
integrity of its management functici, and its operational role was ounrinteca
by its Charter, which was approved both by the GOA and UZAID. The Charter
is also a precondition of the loan agreoment, which along with the "opecial
Covenants' of the loan agreement was the basie of agrecment reached by the Lwo
Governments for AID financing of fertilizer,

Under the terms of the AID grant funded (%350, 000) Froject Agreement
No., 306-11-19%-143, ALC NManagomont Support and the terms ‘of the Checchi
and Company contract with ine Al'C, provisions were made for an cvaluation of
the project to determine if objectives have or are being met. In addition,
undar “ection 5: Covenants of the $19.5 million Loan Agrecment (306-13-017),
Amendatory Agreement between the Goverament of the Republic of Afirhanistan
and the United Ctates of America, dated June 15,1974 and under Article I1
Cpecial Covenants of the $8.0 m illion Loan Agrecment (306-T-015) Agricultural
Input Loan anony] the bepublic of Afphanistan, Afghan Fertilizer Company and
the United Ctates of Ameoricn, dated August 13, 1975, provisions are contained
which provide for the periodic exchange of information on matters related to
the operation and management of the ATC,

BEST AVAILABLE COPY
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As perviously stated, a joint cvaluation of AFC operations and the
performance of the Cheechi and Compuany advisory runggement tenm wag
held November 23, 1675, The following are hiphlichts .'md obsarvations
in the Bvaluation Roport.

- The ATC, as of the time of the cvaluation, continucd to maintain
its indopondent integrity as o business cntity in manag’y;z its own activitics.
Cpoerational matters were handled by the Exccutive Toard of the ATC, where-
as the Supreme Council guidanes had been in general rostricted to policy
matters,

= ATC policics with respeet to pa :“onncl wera on o sound business
busis. Fersonicl were competitively scleoted, trained and propovly
utliizad,

= The letailer Bealer Lystem, inaugurated by the ATC after the
Amendatory Loan Agecement, appearadio 1o hased on the sound principal
of Jinuiting the nuri:er of retailors to et cominensurat s with oo
managerial control, and at the same timez ehsuring that retailor compctition
continuad to oxist, 7 urthormm\-,, thcve winz a recognition on the pari of
ATC for the need to seleet or retain those ratailers who expand salces, arce
Knowlcdgeabie in the use of Tertilizer and apricultucal mputs, and participate
in demonstration plots and other promotional means of cducating the farmeor.

- It was noted that the AFC had expanded its operations from solcly
fertilizor distribution into the ficlds of pesticides, insccticides, and scads,
Discussion centored around the managerial ability of AFC to ¢ cxpand into
other preducts beyond its primary responsibility for fortilizer distribution,
In this respeet, the environmental aspects associated with the distribution
and handling of pesticides was discussed as a potential problem arca for ATC.
This was identificd as an area of activity which requires further study,

- The discussion of rescarch to determine the optimum ratio and
amounts of phosphatic to nitrogencus fertilizer by crops and soils high-
lighted the related question of Government subsidies to AFC and the potential
rceduction of and savings of foreign exchange by the Government,

- At the conclusion of the evaluation, it was mutually agreed that ad-
ditional management advisory services appeared to be required,

An official GOA/ATC letter has been reccived requesting AID continued
assistance to the ATFC for two additional years (onc year beyond the initial two
year project), at which time the AFC should be able to carry out its basic
functions and expand at & moderate pace without additional foreign assistance.

BEST AVAILABLE COPY
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B. FLCJECT DETIGH

1, The Lopical Tramowork

(“ce following pages entitled "Log Frame'")

2. Narrativz Discussion

The inputs neecssary to the achicvement of outputs and purposes
arc sununarizoed ag follow ;s

~ Manooemoent and Traiuing Advisor (24 mm): This advisor will provid.:
asecistance and guidance to th»g ATC Lxoeutive Commritlee on finaneial mianapo-
meat, strategrie planning, evaluation and geacral managemont.,  He will also
serve as the team Chicf of Farty and as (,hl f Training Advisor to ATC,

- Financiol Advicer (34 mm): The fuactions of thiz ~dvisor will include
assict’ 2y mimyroving ATC's accounting system in ways such as compulovi-

zation, further regionnlization and simplification of existin ¢ systems. Ho |
will make periodic visits to the regions for purposoes of pro viding advanecd
financial traiving and puidanace on the application of approved proceduras to

gpecific ragional circumstances,

- MNarlketing and "'mn‘v Acvisor (24 mom): This advisor will provide
services to two prineipal doparimonts: The Kiarketing Departinent and the
oupply and Dictribution Department, In addition to aszis sting in upgrading AFC
marketing, supply and dictribution capabilitics, this advisor will assist AT
in Intcrnatienal procuremsnt and othor spricultural insuts,

- fhert-Term Agro-Chemical Advigor (12 mm): AFC has been designated
by the G to distribute pesticidas and other agriculiural inputs for plant and
animal protection, This now activity must e developed very ecarcfully be-
causie of potential dangers to human life and the onvironment, Thig advisor

will assist in training ATC's 'H’I‘O—-Ch(,l mic 1 aff in the use of agro-chemicals
and the requirements of agro-chemical distribution programs.

- Agricultura]l Fconomist (8 mm): Resulls of past fertilizer trials on
wheat reveal inconsistencics and high variances. This project will providi: :
consultant to assist the AFC in roeviewing and analyzing in some detail past
trial data for making reconuncadations to f:-trmcr“, with a fair degree of con-
fidence. If additional fortilizer trinds are needed, recommendations will be
presented on how such trials should be implement "d

LE COPY
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AdCO 3‘\9\1‘\\\1 I\ 1838

MANAGEMENT UPPORT FOR AFC

Goal j Indicators Verification l Assumrtions
To increase the agricul-: - Annual inereases in agricultural production = Ministry of Agriculiure reports f - GOA price suppam programs
tural output of . as follows: ; : i out (wheat,
Afghanistuan and to . : - Food Precurcment Department | y
increasc small farmer - Wheat: at Icast 3 percent ; reports
income Cottoen: at least 10 percent :

Other:

at least 5 perceat AFC reports
-~ Inereascd ‘n~~me to participating small

farmers by A1s 101 million in 1978-79 over
the base year of 1v74-75.%

ltural Development

I cor

aue I pnprove
Agriculturnl Development Bank
{(ADD) rcports

its ¢cro<iit prosram, including
credit to smadl farmers.,

* Farmers producing 10 or less jeribs
(4. 8 acres) of wheat.
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LOG FRAME

- Pufbosés

End of Project Status (EOPS)

To increase Afghan farmers' annual
usage of fertilizer and to spread use

- One or more retailers in each
agricultural producing Minor
of fertilizer among small farmers. Civil Division.

MANAGEMENT SUPPORT FOR AFC

Means of \'cﬁﬁciatiovr:z‘ o T Assur

Assumptions

- Increascd use of fertilizer: from

1974-75 62,147 MT to 1975-79
130,000 MT

= Increased number of small wheat

farmers using fertilizer; from

1374-75 33,658 to 1978-79
65,000 *

~ Inereased fertilizer sales to sm.
wheat farmers: from 1974-75
13,424 MT to 1978-79 25 543 M

* Farmers producing 10 or less
jeribs (4.8 acres) of wheat.

- AFC records and reports

No natural disasters or
inscct infestations.,

= USAID monitoring of AFC

operations

Other domor and GOA agri-

culiural seciar activities which

impinge upon the project purpose
- Agricultural Development Bank are maintained at current
reporis

Ievels of effort ard efllciency.
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LOG FRAME

MANAGEMENT SUPPORT FCOR AFC
. Ouputs . , Indicators
1. AFC producing timcly, comprehen-
sive and realistic plans.

l.a. Plans for 1977 and 1376 prepared and apprevaed

Meceans of Verificadon
before beginning of respecive vears.

Assumptions
AFC records anid reperts

b. AFC/Advisors prepare quarterly progress targots.
2. AFC operates without advisory

[ - ATFC remanins an
) indopendent business
. entty in accardance
- USAID mcernitoring of AFC with terms oL its
operations charter.
2.a. Top management is conducting interaational husiness - Agricuitural Development
assistance, transactions including internat onal fertilizer pro- Pani reports
curement,
3. Distribution network decision- 3.a. Writte. delegations of authority operating effec*ively. - Site visits by AFC/USAID
meking patterns established. persennel
4.” AFC corducts own staff develop- 4.a. Training nceds and opporturitiss assessed and spe-
ment. cific irdividuals assigned for :raining.
b. Afghan trainers conducting courses -ithout assist—
ance of advisors.
S. AFC has established a pattern of S.a.
sound financial management.

Operating expenses not more than 8 pertent of
value of sales.

b. AFC's accrunting system is maintaining tin. 1y and
i1 ke -
proper financial maragement reports

6. AFC has developed adequate

c. AFC's accounting system appled'to regional offices.
G.a.

marketing, supply and distribution

capability.

used.

Warchouse inventory records system functioning
and erderly warehouse operat onal procedures being



LOG FRAME

MANAGEMENT SUPPORT FOR AFC

Qufputs

Indicztors

Means of Verificadon

Assumptons

7.

8.

9.

10.

AFC markets other agricultural
inputs.

AFC decentralizes specified
warehousing, marketing, distri-
bution and accounting functons
to regional offices.

ATFC establishes procedures for pro~
curement, distribution and safe
handling of agro-chemicals at the
retail level.

ATFC establishes optirium ratios by
region and/or provirce for applica-
tion of DAP/Urea to imporiant crops
{wheat, cotton, sugar).

6.b.

B.u.

9.a.

10.2.

Procurcement of products at least six months ahead

of demand.

Inventery Iesses are less than 2 of 17 of szales.

1977 saler include pesticides, veterirary supplies,

secds, ctc,

Sales of other agricultural inputs as follows:
1977 - 30 million afs; 1978 - 35 million afs.

Adequate {zeilities and procedures established

support Fall, 1977 sales in all five regional
locations.

AFC agro-ckemicals staff tratned by contracto
agro-chemicals specialist.

AlD-provided agricultural economist provides

recommendations to AFC regarding cpimum ratioss

to

'

'

T s
!
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MANAGEMENT SUPPORT FOR AFC

Means of Verifieation

19

WAV 18
et

Ad00

Inputs Indicators ,
- ]
U.S. 1976 1977 :
1. Advisory Services ! 1;
a. Management and Training 1. a. 12mm 12 mm . -
b. Financial b. 12 mm 12 am !
c. Marketing and Supply (to in- c. 12 mm 12 mm -
clude internatonal fertilizer
procurcment) -
2. Short-Term Consultants -
a. Agro-chemicals © 2. 3. 6mm 6 mm
b. Agricultural Economist : b. 4 mm 4 mm
c. Training Speciaiist ; Ce 2mm 2 mm
d. Other . de 4mm 6 mm
3. -Home Office Backstopping Sup- | 3. 2 mm 2 mm
port for Offshore Fertilizer
Procurement:
4. TUSAID Direct Participant Tmininé: 4, a. U.S.: 2x4mm 2x4mm .
b. Thaird Country:

GoA:
1.
2.
3.
4.

a. Exccutive Level Management

b.

Training

Courses in fiscal, agro-
chemical, inventory control
marketing, etc.

Offices and Transportation
Fertilizer

Personnel

Storage

13 x4mm 13 x4 mm

Contract advisors arrive
NLT Jan 1977

ProAg signed -
PIO/T issued
Presence of Advisors

- AFC budget approved

USAID monitoring of the
project

Adcquate facilities, offices and transportation made available.

Fertilizer supplies on hand adequate toomeet existing need plus 6 months inventory stocks.
:

Counterpart staff in-place and funct:oning.
AFC Repol.s
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4 ‘
- Cther “hort-Torm Upeclalists (20 mm): A ncad for a variety of short-
term spccinlists is anticipated in such ficlds as agricultural aconomics, traiaing,

vcten-l wy medicines and program assessment,  These eonsultants will be pro-
vided ne needed and as apgrecd upon by UZAID and AFC/GCA . Thort-torm
consulinrts will be roquired to assist the AFC and the advisors in identifying
ad otracturing programs in agro-cconomics (fertilizer ratio and applicati on

to production), compuizr record-keeping and control and other oparatienal

and funetional nrens which oy be identificd s necding short-term ansistance,
In addition, it i malicipated that a short- t\,lm trlnn - specialist will be re-
mirea to ase "-t {ho "h 1 of 1~ rty ing drgamzmg 'md ue,tt,m:r up.an. On-'th(,-JOb
,o”ﬁt”"‘
functm,r'1 arans 1 niving Ll.o ubo trﬂmnp ing luu among others, ac-
counling, invetory and steck control, warchousing :1.1(1 storape, personnel
procodures, farneer cducation tecimiguos, office procecures, comnmarcial
documaentation, agr o-ch« meials, and English as 2 sceond language,

- Covirnelos Homae-Oifice Backstopplngg Cupport (4mm): Thovre will be

[

a requircmenc fov contractor home-office backstopping support in connection
\

with aseisting AXC in procuremernt and import of fortilizer.

- Porocipgmal Toabdind (350 5am): Participant treining will ho offored
to scmg of the hest auaiified meanagement stafi for training in the U5, and

third countricy in business aaministration and oth-r disciplines such as
{igcal, agro-ciemical, mwcntory centrol, marketing, ste. Hewever, cmphasis
will contin.o te be given to on-the-job training,

3. Cther Donor and GCA Activity

A hrf @ nmnber of other donors have provided agricultural assistance
to Afghaniclen during the past twenty years., The U,8.5.R. has Juui‘: cd with
livestozk nnd irrigation projeets and other activitics associated with in-
creacing egricuitural production, The Gdrmans have worked on arcea develop-
ment in Fakiia Provinee, the project encompassing practioally all activities
usually essocinted with rural devd opment. The French have done substantial
work en impraving cctton while the Indians have worked on rice and potatocs.
The PRC hag concentrated its assistance in developing irrigation., The British
and othors have been generally associated with the implementatien of agro-
industrizl projeels such as cotton mills, but have done some irrigaticn and
water resources work as well, Tn-so-far as fertilizer is concernad, the UNDP,
ithe German, dJepanese, Ruasinns and several Arab Ctates have all made varying
amounts of fbruhz.m‘ available under a wide variety of concessionary, including
[,ruut Lc M. Som\; uch nusmt'mcc will hkcl continue. _ Howwor' ith

TS
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The FAC, WFDP, IERD, ANDE and the UNDP cach have prejeets uader-
way to assist agriculture, These projects prometing agricultural eradit,
cocperative develepraent, rural public works, water munngement and irrleation,
and rural roads arc most important to ilhe suceess of the fartilizer project
Howevar, 1o othesr denor has shown any intercet in fertilizer Cistribution and
{s not likoly to do so,

The ¥orld Paak, the Asian Devalopmont Pank, the UM, Apancics, the

Germans aad the Tritich have all spoken of their interest in this project

but none arc intercsted in finaneing the technical aszistanee ‘qunvu. The

interont of thes.: doners varies frorm that of thoWworld Eanky- which'is holping
"Finahcs 55"17"60“055t&1£§”f6fi'félit'i'liié'r' gtorage envacity, to that of the Germans who

have \[)1:5:‘.: sove lnferest in finnncing o grain storaze prograiy oncratoed

by the AFC, but ealy if sere avvangoment io made for techaienl assistance

te ba supy Jll\ ¢ Lo nsaist v ile manageroent,

Afphauictan hog taken many steps Lo inerease tho availability and con-
surapticn of fertilizer. There have been sporadic campaigns as well as Ieng-
tiro programs conducted by the Extension .,er"vic ; fertilizer trials have been
conducted; fertilizer has boon subsidizad; a urca pl,mt was constructed and a
fertilizor ercdit propram was doveloned, with emphasis on ways te {inance
smuall preducers,

In the area of raaupowsr, Kabul Univercity ie trainiyc 2 large nuraber of
agriculiurists aad considerable numbers of peeple are heing sent abroad for
advanccd or speciclized training in agricudtural and related fields, A number
of countrics and international organizations are coming forth with cffers of
monay {er manpower training, some of which will be uscd to further promote
agricultural development,
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PART 3. IMPLEMENTATION ARRANGEMENTS

A. PPT NETWORK AND NARRATIVE DISCUSSION  (Hee following

two payres for PPT chart and lisc of CPIs,)

The Project Performance Tracking PPT) network fox this

project will utilize three tracks: Tocumentation Track - CPIs

show the date of the signing of two JProAgs required by project;
two cvaluation CPIs arce shown. The first evaluation appeavs on
the chart as being scheduled ono year after the ProAg has been
signed,  Howevesr, the advigors will have been on the job for only
about slx months., This relatively short time of project activity
will require an evaluation in order to coincide with the AID budpgeting
cycles,  ATC Mmarement Track - The first CPI shows the arrival
of the three principual contract advisovs to be Januwary 1977, This
would anpenr to be sufficient time (Cro4ig sigmed six months earlicr)
to allow far vocruiting, processine and travel so that the advisors
would arrive on schedule, Other CPIs on this track celate to ATC
counterpart training and management improvement activities to
which the advizors will be providing expert guidance, although
advirors do not have resvonsibility for imolementation of these
systems pov se, ATFC Cperations Track ~ These CPIs conter around
the operational objectives of AFC, Key to success™l completion of
Cr’Is will be the degres to which the advisors can doteet problem
areas, work out well-conceived solutions, and instigate timely
acceptance and implementation of solutions and procedures by their
ATC counterparts. It is anticipated that the PPT network . | &

may need to be revised, primarily changing tarpet dates, after the
advisors arrive and develop their target work plans.

B. EVALUATION AND BASELNIE DATA COLLECTION

1.- Project Design

Given the Importance of fectilizer in food grain production In
Afghanistan, there is  nced to pay particular attention to the mcans
of expanding fertilizer use. Tor Afghanistan it is a matter of either
using fertilizer or impovting wheat, The revised project purpose addresses
this nced, i.c., "To iucrease Afghan farmers annual usage of {fertilizer
and to spread use of fortilizer among small farmers, " Achicving the
project purpose, hovever, requires that the problem be looked at {rom
scveral points of view: (a) the development of complimentary inputs

such as improved irrigation (sece Central Helme rainage Project
l B (5 AL ABLE BORRT 106



Country: Project No: Project Titie: Daie. /X / Original ﬁpet?:ea
Afphanistan | 306-11-199-143] Amendment to Management Support for AFC Apr. 1976%/ / Revision # | 1'9)-:; __
' CPl DESCRIPTION Respon- Respon-
"Date sibility Date sibility
1. Jun 76 FY 76 ProAg signed. USAID/GOA | 12. Jul 78 All AFC participant training Contractor/
2, Jan 77 Three advisors arrive (Manage- AID/W cemnpleted and participants ATC
ment & Training Advisor; Financizl assigned to regponsible,
Advisor; Marketing and Supply appropriaie positions.
Advisor ). 13. Sepf8 DMNanagement counterpart Contractor/
3. Apr 77 AFC FY 1977 budget approved GOA training completed. AFC
( Aghan year 1356: Mar, 21, 1977 14. Sep78 AFC completes international AFC
through Mar. 20, 1978 ). fertilizer procurement without
4. Jun 77 AID project evaluation. - USAID advisory assistiance,
5. Jun 77 Written delegations of authority GOA 15. Sep 78 ATXC hzs cstablished and "AFC/
operzating effectively. implemented procedures for Contractor
6. Jun 77 AFC completes international AFC/ proccurement, distribution acd
fertilizer procurement with Contractor safs handling of agro-chemicals
limited advisory assistance. . down to the retzail level.
7. Aug 77 FY 77 ProAg signed. USAID/GOA | 16, Sép 78 AYXC/GOA has established ( and is AFC
8. Sep 77 AFC completes decentralization AFC able to educate farmers regarding )
of specified warehousing, optimum ratios (by regicn and /or
marketing destribution and provinces j for application of
accounting futtions in five regional DAP/ Urea to important ~rops
offices. : { wheat, cotton, sugar, etc. )
9. Apr 78 AFC FY 1978 budget approved GOA
( Afghan year 1357: Mar. 21, 1978
through Mar. 20, 1979 ).
10. Jun 78 AID/ GOA joint project evaluation. USAID/GOA
11. Jul 78 AFC conducts staif training ATC
" courses without advisory
assistance.
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PROJECT PERFORMANCE TRACKING (PPT

)SYSTEM
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Paper) and seeds, of fertilizer responsive plant varietiag; (b)
research to develop and test appropriate fertilizer ane related
packages topether with demonstration and extension inputs to
promote farmer understanding of necessary input and manage-
ment practices; (e} appropriate delivery mechanisms in terms
of marketing fertilizers and proviaing ciredit to distributors

15 well as farracrs; (d) the question of subsidies to promote
small fanrers adoption of new practices also mervits critical
exnmination. lowever, this project desipn addresses the
project purpose only from the fertilizer delivery mechanism
standpoint (¢, ahove) and a simple management approach is
uscd. The development hypothesis at the output to purpose
level states that 1f carcfully delineated managemant tmprove-
ments and systems can be made {ully opevative, at tho out-
put level, then peogress can be made toward the project
purposc as measurced in moue&t guantifinhle nl\d—m—n"moct
stutus uuh("wm s, “No doubt if the entire range of anOI‘f*iS»i"'
ﬁ’f duétion ‘gtm;;sﬂmgye being addressed tlirough a unified tnd’
i coordinated ‘sector approach ‘then greater purpose level gains
aould bo expected, Unfortunately, this is not the case. At
present, nearly all GOA and c!onor agricuiturul ciloives do

profess to address, in some form or another, this project's
agricultural scetor gonl, i.e., "To increase Lthe "qgricultural
output of Afghanistan and to increase small farmer income, "
However, the prosent reality is that projects ave {requently
poorly deslmled and poorly implemented by nearly all parties,
Lack of secter coordination is the rule and fragmentation of
effort resulting in slow, if any measurable progress, is the
Incvitable nutcome. Thus, this project design, while having a
goal, does not make any pretentious claim to being Instrumental
In greatly affecting the gozal level statement, Nor for that matter
dc2s the remaining project design claim to be solely instrumental
In bringing about change at the purpose level, This project is but
onc element of a range of development needs which must be
addressed before the full potential of the project purpose can be
realized. It will be noted in the logical framework that one of the
key assumptions at the purpose level is that "Other donor and
GOA agricultural sector activitics which impinge upon the project
purpose are maintaincd at current levels of effort and efficiency."
Surely, without this stipulation, there can be little hope that this
modest project can assist in affecting the nceded changes at the
purpose level,

coPY
pesT N HLpBE
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2. FEvaluation

One of the reasons for this amendinent stems from the fact
that a number of evaluation diffieultics were encountered in the
November 25, 1975 evaluation, which difficulties necensitated
projoct redesign,  These difficuities included:

4,  Inconsistencies in and lack of clear velationship
between two versions of the logical famework, ¢ Soe the Capital
Assi.";tt:,tn(_eg: Paper Afvhanistan - Aevicultuenl Inputs, AIR-DLC/
P-2118 loted June 28, 1975 and tho Projeet Paper Manopgement Support
for the Afehnn Tertilizor Compeny, TOAID A-173, dated Recember
8, 1971,)

b.  Lack of sufilcient detail and explanation of the matrices
prescnted in these papers.

c. Difficulties cnecountered in applying these matrices in
projecct evaluation. ’

d. Criticisins that insufficient criteria exist by which to
judige the performance of the contvact management feams and

¢, Lack of AT'C and contractitg team involvement in the
development of thege matricas.,

In ~n effort to overcome these difficulties one of the tasks under-
taken was to greatly expand and hopefully to better dofine the cutput
Indicators, It will be remembered that the development hypothesis
by which outputs arc linkad to the purposc is o managen:ent process
by which staff tralning, improved systems and new programs will
be molded together to produce a sclf-sustaining organization capable
of aficeting the project purpose. Given this hypothesis and the past
evaluation difficultics listed above, careful attention was given to devel-
Splng . alist of outputs and indicators which would allow verifiable
measurcment. It is on this list of indicators that evaluation will be
focused. In addition, the PPT network relates Critical Pevformance
Indicators (CPIs), which are primarily output related, to cach other
and to time and as such will provide a further basis for which the
regularly scheduled evaluations of actual versus planned performance
can occur, The following evaluations have been scheduled:

GEST AVAILABLE COPY
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= Junc 1977, This will be approximately six months after the
advisors' avvival, (CI'I No. 4) However, It must be noted that this
early cvaluation is neeessary if the vesults are to be in hand tn
sufficient time to provide guidance for negotinting a FY 1977 ProAg,
the last year for which obligations can be made,  Since it will be
early in project Implementation, the first evaluatinn will primaorily be
a USAID effort, and will seek to measure performance primarily at
the input to output level,

- June 1878, At this time, a joint USAIDR/GOA evaluation will be
held to mensure performance principally at the output to purpose
level and also to look at performeance against the end-of-project
status indicators. /Sce Bascline Colleetion below.) TFor this

evaluation, AIG/\W participation ig invited,

3. Bascline Collection

Measurcment of the project purpose requires that baseline
data be collected, It needs to be noted that this ig no mean task in
Afghanistan, Often, proxy data must be used in place of original

bagaling dika cnthanine  and coaly i Sl mon sretide o o [ETPE SR
SSlets v sanan, 2 Nt IRl S R < E L DI L S OF Y S T IR W S T O AR TORRA S R 1 ¢ LAiL i oL,

Apricultural Development Banic (4 i) data have been anzlyzed to
provide 1874-75 bascline against which 1878-"¢ cnd of projact status
will be racusured, ag:in using proxy ADB data (See PART 4
Economic Analysis of Beneliciaries,) ADB data provides the only
continuing and reliable source of proxy data gathering now providing
Information useful for measurement at the purposc level,

The following quotation appears to be tailor-made for
Afghehistan, 1i:is exce rted from a paper entitled "Fertilizer Issucs
In the 19705 and Beyond, " written by Greham F. Donaldson,
Agriculture and Rural Development Department, World Bank:

"The attalnment of an effective fertilizer

policy is scriously inhibited for many countries

by the shortage of relevant data. In addition to
uncertainty about changes on the international
scene, there is frequently inadequate Information
on existing stocks at retall and wholesale levels
and usually none on what stocks might be held
beyond the farm gate. Similarly, it Is often
difficult to determine what proportion of orders
placed in a given year ave delivered by a particular
date, More fundamental is n paueity of information

oPY
SEsT AVALRELE ©
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about the farm uses of fertilizer, including
Imperfeet knowiedpe on where fertilizer is
used, on which crops and at what vates,

what proportion of farmers use fertilizers,
whether these fertilizers are purchased on
credit or on « eash basis, and in particular,
what the response is to the use of fertilizer

in terms of units of output per unit of input,
Such information is, of course, csaentinl

if there is to be any realistic demand fore-
‘casting in the sheot rany and for longer range
plamming, more data ave needed for any sensible
Interpretation of what implications or ehanpe in
availability or price of fertilizer might have in
terms of crop output, and therefore of appropriate
policiea, Very often, this price relationship is
of primayy importance,; particularly when
fertitizer is used primarily on foodgrains,,.,"

AFC falls far short of nearly cvery necessity required above
for effoctive fortilizor nolicy manngament, which management this

R L L RTI 0 ek e SR R N T
project will attempt in part and imperfeetly to address,
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FAPT 4. FINANCIAL AND SCONCMIC ANALYDID

Afchanistan contains 63 neillion hivei: qes of land, most of which is
cither mountainous or arid waste,  cstimates place arable land at

8 million heetares with less than 4 milhon hectares under erops.
While the area of ¢ ropped dryland amounts to 40-48 percent of
croppad irrvicated land, production from the former is only a fraction
of production from the latter,

The country's soils are mostly structureless, typically alkaline and
charactenstically have a very low level of fortility. The soils are
high in calcium; low in orguanie matier, available nitresen and
phosshorvous; and medium to hizh in avoilable potassium,.  Lack of
orpganic matier has resulted in an unfavorable physical cendition of the
soil for high crop produciion,

Wheat is by far the country's most important exep ond ig the staple of
the Afghan dict. Cther majer crops, but decidedly secondary to wheat,
are corn, barley, rice, cotton, sugar bects, fruits and vepetables,

The yiclds of field ¢rops are low, There are a number of reasos for
this, {he mest important being the low innate nutrienf lovel of the soil.
Crops generally respond well (o commercial fertilizer, althouph
fertilizer trials show substantial variation in response frem time to
time and place to place. More experimental work has been done on
wheat than any other erop.  The trial results have not heen as consistent
as we wouw'd like, 2/ In some cases thare was also a high degrec of variabilily
for a given treatment. It weuld nonetheless appear that we can make the
following generalizations from the fertilizer trial data:

doeg: respond to.phospliatic’ fertilizeridlone

‘m howevcr" and 4s shown later, costly.
- Qheﬁ;xl‘dar\eép é\’toﬂf?fogléh‘;ajb more so than to phosphatic

fertilizers. And if only one of the three nutrients (N, P, K) is

1/ Sce Tables 8-1 through 8-4, ANNEX 8, for
summarics of trial results
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applicd, nitrogen is the most important,  The trial
rosults were rather variable when N was applied alone,
however.

A. GOA CONTRII'UTICN

The AFC's draft Seven-Year Plan projecets th'* following co':,tsl/
for the first three years of the plan peried. 1355-1357 {(1876/77 - 1978/79}.

5 10600's

1976/77 1977/78 1578/7¢
Cost of Goods Sold 18,263 24,851 31, 085
GCperating Expenses 1,555 2,071 2,611
Depreciation 153 222 273
Interest 119 119 119
Capital Fudget 160 956 1,224

Ne subsidy is nceded, accerding Lo the Plan, to maintain a minimum
cash halanee of afs 700 millicn. While we consider the proinctic*n high,
we will nevertheless use it, adjusted for nen-aliowable costs, as the ATO
contribution te the projects  For it is clear that the Afghan contubutu_m
will be substantiallygreater than the 25 percent required.  The UL S,
fcrhlu\,r lo‘mu h'w bcc,q cbhgqt} d. D\,pr ciution dnd intcrc ot wxll b(,

I' Q

AT AN

5 i : ud; n ‘1110\\ me‘; f(,z !hnaﬁdn bﬂ-aﬁbut ih épetcént*ﬁ HA!
{8 Cn the basis of the foregoing,
tlh Afrrnan COl\tl 1but10n to th ) p1 OJecL would be:

1/ A conversion rate of afs 57/% was used in
the draft Flan
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GCA Centributicn (71000s)

1!)'/7/7%1 1578/79 TOTAL
Cost o1 uoous Sold 24,8681 31,085 55,876
Cparating Expenses 2,071 2,011 4,682 st
Capital Qutlay 856 1,994 2,100 L/:Q-); -

TCTAL 27,018 34,920 62,838

B. U.S. CONTTIDUTICH

The two-Year U. . contribution to the amendad project, all for

perscennel and participants, will total 877,000, (Total three-year project
cost is §1,280,000,)

AID Contributicn, Zxpendifure EBasis

(51000s)
1977/78 1978/7% . TCTAL
Persennel 350 443 783
Centract (350) (143) (793)
Participants 42 42 _ 84
TCTAL 3%2 485 877

C, CTHER DCNCR CONTRIRUTICNG

While it is very unlikaly that some commedity assistance will be
fortheeming from other donors, the draft Seven-Year Plan shows no such
assistance and we are aware of no commitments. Vo accordingly show
no assistance {o th2 project from other denors.

D. SUMMARY TABLIE, SCURCZS AND USES OF I'UNDS.

The following table summarizes the sources and uses of projec: funds.
The AID contribution is a small fraction of total preject costs, While the
host country contribution is very likely overstated, the GOA will in any
casc be providing mest of the project funds.



TARLE 1 -~

uss PR
Perscennel 793
Participants 04
Comrzciditios -
Cther -
TOTAL 877

Poercent cf Total
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suminary, Scurces and Uscs of Funds

E. DELIVZRED CGST OF FERTILIZER:

($1000s)
GCA
LC X 1
- 10 2,161
- 28,747 28,562
| - 117 2,210
- 29,874 32, 964
1.4 98.6

The follewing table shews estimates of the deliverced cost of fertilizer
te ATC warahouscs under prosent and projected short-run prices.

TARLE 2 - - Fert:lzer Costs; Delivered tc ATC Warchouses™
. 5

Nutrients Pricg, FFCB Ccean -1-/ Cverland '2‘/ Tctal
Produet N-P-K ($/MT) (¢/MT) $/MT) (S/MT)
DAP 18-46-0 160, U.S. 40 . 40 240
Urea 46 - 0-0 115, U.S 40 40 195
Urca 46 - 0-0 115, Mazar 0 21 136
TSE C-46-0 120, U.G, 40 40 200
TED 0-43-0 186, usord/ 0 23 178
4 0~ 0-60 140, W Zur 40 40 220

* Source: AFC

_1_/ To Karachi, includes insurance;
g/ ¢26 in Pakistan for rail freight and unloading; $14 average truck frefiht

in Af7hanistan

3/ Delivered to berder port;
4/ Potassiur Sulfate, Threughout this paper, Pis used as an abbreviation
for P,Og andd K for KZO'



Assurnc, as is prejected in the draft Seven-Year Plan, that AFC's
cperating costs will anzeunt tc 8 pereent and cther costs te slihtly
cver 1 percent of sales. Assurmo alse that retailers will obtain, as
they currently de, o mark-up of 2fs 20 per 50-ks bag of fertilizer.=
Cn these assurptiens, the financial cost of delivering fertilizer te
farriers at retail cutlet is shawn in the follewing table.

—
~

TABLE 3 ~- Financial Cest of Delivering Fertilizer tc Farmers

Cest at Botail Cutlet &/ Nufriont at Ratail
Prccuct and Source (8/MT) N T K
DAP (U.S_.) 269 0.338*% 0,452 -
Urea (U.5,) 220 0.478 - -
Urea (Mazar) 156 335 - -
TSP (U.S,) 22.6 - 0.491 -
TSE {USSR) 2,02 - 0. 470 -
PS (NW .}L‘urope) 247 - - 0,412

* Sare price assumed as for procuct of Mazar plant.

l/ Basad upon AFC prejecticns, sales run about 102 percent of
cost cf sales for fertilizer. Operating costs plus other costs
would amount to 9,3 percent of cost of sales.
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Cn tho above cests, the fllewing tables show the financial epsts of
delivering the nutrients of the fertilizer treatmoents used in fertilizer
treatments used in-fertilizeyr trials in 1968-69, 1969, 1970 and 19741,
In cach case, the Jowest-cost scurce of the nutrient is used -~ Mazar
urca for nitregen and U.G. DAD for phesphorcus except for these
treatments where phosphatic fertilizer enly is applied, in which case
USSR triple-supor phosphate is used.

TAPLE 4 -~ Irvigated Whoat Respense {o Varicus Fertilizer Treatrents,
Treatinont Ceost (at Retail) and Retail Cest of Fertilizer

Oy A

U T i) s
Needed to Preduce Cne Matrie Ton of V‘Jhcat,ﬁ%ﬁé&b%ﬂ’ﬂﬂ’sﬂ

Mean Rotail
Increasc in Treoat- Cost of Fertilizor
Treatiment Mean Yield Wheat Yield over mont Neeoded te Produce
N-P of wheat Treatmeoent #1 Cost 1 MT Whoeat

No. (Kps/ha) (Kis/ha) (MT/ha {%/hn) {h/23T)

1 0-0 2180 - - -

2 0~ 40 2150 0.0 18480 -
3 0=6. 2519 0,328 28.20 S C5.71
4 ¢ - 80 2620 0,438 37.60 85. 84
5 0-100 2408 0.218 47.00 211,61
6 67~0 2884 0.6:24 22,71 32,72
7 67 - 40 3212 1. 022 40.79 39.21
8 67 - 60 3358 1,205 45,83 41. 36
9 67 - 80 3285 1. 095 58,87 83,77
10 67 - 100 3335 1.205 67.21 56,36
11 133 -0 3176 0. 865 48,09 45,73
12 133 - 40 3723 1.533 63.17 41.-10
13 133 - 60 3650 1. 460 72,21 49,46
14 133 - 80 38G9 1,67¢ 81.25 48,39
15 133 - 10C 4125 1.935 20,29 46,66
16 200-0 3103 C. 918 67.80 74.26
17 200 - 40 3726 1,606 85. 88 583,47
18 200 ~ GO 4088 . 1.888 $4.52 50,01
19 200-~.80 4344 2.154 103.86 48.26
20 200 - 100 4380 2.150 113.0¢C 51.60
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TABLE 5 - Treatment Cost, at Retall, and Retail Cost of Fertilizer Needed
to Produce One Metric Ton of Wheat, 1969 and 1970 Triale

Mean Increase In
Wheat Yicld Cver

Retail Cost of
Fertilizer Needed to

Treatment Treatment Troatment #f 1 Produce 1 MT Whoeat

N-P-K Cost 1969 1970 1969 1970
NO. (Kgs/ha) (8/ha)  (MT/ha)  (MT/ha)  ($/MT) (5/MT)
1 0-0-Q - - - - -
2 75-0-0 25,43 0,251 0.585 101,31 3.7
3 150-0-0 50, 85 0,462 0.877 110.06 57.98
4 0-75-0 35,25 0. 270 0,308 130,56 114,45
5 0-150-0 70,50 0.365 0.579 193.15 121.76
6 75-75-0 59,34 1,303 1. 833 45, 00 o2, 3%
7 T5~-150~-0 93. 23 0,950 1.164 98,14 78.08
8 150-75-0 84.175 1.080 1.272 78,47 66,63
9 150~-150~-0 118,65 3.016 2,460 39.34 18. 23
10 0~-75-100 76. 45 0,434 0,316 176.15 220,95
11 75-75~-100 100.53 1,324 1,392 75,93 53.13
12 150-150~100 159, 85 2.977 2,680 53.69 61.96

N
e°°?
i
ﬁgﬁ
gﬁ
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TABLE 6 - % -catment Cost, at Rdail, and Retail Cost of Fertilizer
Nceded to Produce One Metric Ton of Wheat, 1974 Trials

Mecean Increase in Retail Cost of
Trecatment Treatment Wheat Yield Over TFertilizer Needed
N-P-K Cost Treatment #1 to Produce 1 M'T Wheat
NC. .. (Kpgs/ha)  (3/hn) (MT/ha) (5/MT)
1 0- 0-0 - - -
2 95-40-0 50.29 0.632 79.56
3 134-40-~0 63,51 1,130 56,20
4 174-40-0 7%.07 0.908 84,87
5 102-60-0 61.70 0.893 69.09
[ 142-60-¢ 75,26 1,568 48,00
7 181-G0-0 88,48 1.2569 70,28
8 110-30-0 3,45 1,023 71, 80
9 150-80-0 87,01 1.500 58.01
10 190-80-0 100,57 1.867 53.87
N
900?
Nt
QW
N
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TABLE 7 - Treatments Ranked According to (Present).Fertilizer Costs at
Retail, of Producing a Ton of Wheat, for 1968-69, 1970 and
1974 Trials, Lowest-Cost Four Treatments

Additional " Fertilizer Cost (Retail)
Wheat Due Required to Produce A
N-P-K to treatment Metric Ton of Wheat
Kg/ha, Kg/ha : $/MT
1968-69 Trials
67-0-0 694 32,73
67-40-0 1022 38.91
67-60-0 1205 41.36
133-40-0 1533 41,40
1969 Trials
150-150-0 3016 39,34
75-75--0 1303 45,63
150-150-100 2977 33.69
75-75-100 1324 5,93
1970 Trials
75-75-0 1832 32.37
75~0-0 585 43,47
150-150-0 2460 48,23
75-75-100 1892 53.13
1974 ‘rrials
142-60~-0 1568 48,00
190-80-0 1867 53.87
134-40-0 1130 56.20
150-80-0 1500 58.01
oprY
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The trial data are not as unambigucus as we would wish. It docs
scem safe to say, however, that:

= Nitregen applied alonz at a lew rate (5 to 2/3 bags, or 25 - 33
kgs, of urca per jerib) is a low cost methed of inercasing wheat cutput.
The results of the 1869 trials make us uncemiortable with such o recem-
mendation, however,

= When geing frors lew te higher application rates, the avidonce
is fairly coensistont that wheat can be preduced mora cheaply when
pheephereus is eppliod with nitrezen fertitizer.  There is not much

agreemoent, hawever, cn the N=P ratic or the amount of application.

The presentaticn of the fellewing figures is an atterapt to illustrate
the two preceding statements.
Fertilizor Cest

Application hate per Ten
N-P of Whoat Producad
(Kizs/ha) ($YDMIT)
1963-69 67 - 0 82,73
133 -0 45.73
G7~ 40 39,21
133 - 40 41.40
1969 75 -0 101,31
150 - 0 110.06
76 - 15 45,53
150 -150 39.34
1570 756 -0 43,47
150 -0 57,38
756 - 15 32,31
150 - 150 48,23
1874 These trials did not include any plots on which

straight nitrogen was applicd.

However:
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Application Rate Fertilizer Cost per Ten

N-D of Wheat Preduced
(kis/ ha) (5/N:T)

956 - 10 79.5G

134.~ 40 56.20

174 ~ 10 84.87

102 - 60 ' 60.08

142 ~ 6O 48,00

181 - GO 70.28

110 - 80 71.80

150 - 80 58.01

180 - 80 53.87

Thus far we have concentrated upen wheat and will centinue te deo
50, There arc a numnber of reasons for this. In the first place, this
cercal is by far the naticn's mest impertant crep. It is precduced by
perhaps 70 percent of all farmers whe have land under cultivation.
I the preject is 1o benefit a large aumber of small farmers, 1t will
be done through wheat., What is the main problem area and sclf
sufficiency in wheat precuction has been deelared a naticnal goal.
There arc more experimental data for wheat than for any other
CIcp.

F. FINANCIAL REVTURNS TO FARMELS

0 fﬁ'ﬂmﬂs VIl b payingapproxdmatel B0/ (3165) pex tonke
forfertillize - 'Cn ’tllcdz{ 13{)145 of fertilize tr1als it 1A rcah tic to

assume tha L‘( %n oft fet‘t).li ex appli
AT EAE I

TR, x&wk g : . gt
verage OFfIR tons Of W eat® 1 nl 0 £hems roahnuc to as
that the Govermment will continue to pursue and impreve upen 1ts

1/ TFor an application ratic cf cither 210 1 or 3 to 1 urea to CAP,
The Seven-Year Flan assumes a wholesale price of afs 480 per
80-kg bag of urca and afs 550 for DAP. Adding afs 20 per bag
gives tho retail price.

N
g COP
AN aBL
geST A
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~

demeostic wheat precurement pregra, whereby the Feed Precurcement
Department purchases at an anncunced price all wheat offered at
colleetion centers,  Furthermorg, it seoms reasenable to assume n
purchasce rnm of afs 15 - 50/scer (afs 6368 - 7074/0°T). At those
prices, the ';,.lte pﬂcE should be clese te afs ,0/..\\'1 (ufs 5660
cr G Oper‘aM In adition te the fertilizer costs, there arc
increases in other preduction costs which are estimated at afs 1/ko
of additicnal whont ])1«"111&(1._/ Cn the average, then, the inereascd
pl‘(:"‘ucti(‘n attributable to applying a ten of fortilizer would ar-cunt
te -3 VT oof whent with 2 farngate value of ofs 5660/M', for a tetal
of afs 22,640, The cests incurred in preducing the -+ M7 of wheat
tetal te qfs ]~;, 500 (fertilizay cests ¢ of afs 1(:, 500 and cther pre-
ducticn costs, afs 4, 000), ‘The total rétirné are i56 porcent of the
‘thtal‘eosts of using fertilizor.

"A'refirn ‘of 56 pcrcent 'mnu lly o N an inthmonti of cour‘m

attractive; provided that'the return in fact raterializes, "lms 18

ho mean roturn; but fertilizer trials indic 1tb there is subsiantial
dispersion abeut the mean. We will illustrate thie with 1974
fertilizer trial duias The least-cest (por unit rmmput ) fe )/lhzcr
trentment was the application of 142-60-C ks per heetdr “he
averaeoe inerease in wheat cutput was 1, 568 kps/ha, w1tl1 a standard
deviaticn of 920 kgs. Urea and DAP were the nutrient scurces.

The reteil fortilizer cost e the farmer weuld be afs 4055/ha (afs
500/50 -~ ki bay of urca; afs 57¢ per ba~ of UAFP). Cihor prcducticn
ccsls weuld amceunt te one afshani per ko of additicnal whaat preduced.
Assunic a farmgate price for wheat of af, 40/seer (afs 5,66C/0.T).
On theee data, the follewing table is eenstructed.

1/ Sce ""The Feasibility of a National Wheat Manapgement Program
for Afghanistan, " a USAIR Staff papoer, Kabul, Afzhanistan,
July 1974, p.37

2/ Cne bag urea and one~half bag DAP per jerib.
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TARLE 8 = Wheat Production Duce to Fertilizer Treatmoent, Farmpate Value
of the Production, Production Costs and Eatin of Total Raoturns
to Total Costs Duc te Treatment, 1974 Trial Data, Precent Costs

Mean® One Standard Doviation 1/

Mean +1°7.D, -172.D,
A. Wheat Preduction (Kgs/ha) 1558 2488 618
N, Value of Production (afs/ha) 2/ 8875 14082 3668
C. Production Costs (Afs/ha) 5623 5513 1703
- Fortilizerd/ (4065)  (4055) (1055)
- Gther/ (1568)  (2188) (618)
D. E+C -- Total Returns = 1.58 2.15 0.78

Total Costs

Sera- &05@" Thuq th« usa (\1

fortilizer is by no ma2ans 11ol\—f1'co ina cow xtw wihore most farmers are

living at th\ marin of subsistence and who very likely are strong risk-averters
rather than visk-takers. It is accordingly difficult to sce a rapid growth, or

in fact anything greater (ln_m sloew growth, in fertilizer use under the projected

cost-price relaticnship.

G. THEE ATC AZ A TINANCIALLY\ VIARLE ORGANIZATION

Frem the begibwing, it has been stressed that the AFC sheould he a financially
viable organization, gencrating sufficient revenues abeve its cests to beeonie
financially independent of the Government,  Cther things being equal, financial

}_/ Ct andard Deviation wags 920 kgs wheat per heetare

2/ A farm price of afs 10/scer (afs 5650/k.T) is assumed

3/ Cne bap urea and 3 bag DAP/jerib; retail cost of urea; afs 500 per 50-ki;
bag; retail cost of DAY: Afs 570/50-kg bag, The treatment was 142-50-0
kgs/ha of N-P-K

4/ Cne afghani for each additional kg of wheat produced becausc of troatment
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autenomy s, of course, hichly cestrable.,  With such autenc my, the AFC woeuld
be arasre cfficiont ovjmnizati- o, for finaneial autenomy permits more autoncimy
to maneperaont, Thus, inventery manapeinont weuld be independont of the
willingeness of the Goverament 1o finnnee the invintory needed to assure delive 1\
of fortitizor to farmors in apprepriate auwtitics and kinds and at the approprin
time ond place, Powever, finaneial vie hility 2t any cost is not an appropristo
chjcetive, I frormers 2o o arpged "o hich™ a price for fortilizer, the price of
wheat will have to be quite high in erder te incuce farmers to use enough
fortilizer to profuce the "noeded?™ whent, 6 ‘seeraZ there "5 a real’ possibilify
that at the: ngﬁuﬁmrgcd farmers for fertilizar; growth fin dales-of v
Eur\lll‘zﬂg; dencLbc.ramd enough to produce the extra: wheat nééded by the
cour.try unless the farm price of wheat i pormitied tu «ise suhs tdntmllv. The
price coquired, however, would like 21y push consuvor whent pl ices up toa
politicully unaceoptable 1ovel ong domestie produgticn weald b > supploented
by irmports, Yot, as is showa later, the ceonomic cest of fin 2 wi'ng‘ wheat is
threo times the cocnzmic eoet o foproducing whont with F“rl)‘u’, or, Thue, the
seeinl cost of the pros ot fovijlizer pricing pelicy v ybbo rethed Lieh 234 in
any case should be re-oxanined,  Domectie [ fertilizer/whaoat pvhcr‘v sheould net
Lo forraulat e withont taking necoent of policies in neiphboring countrics (to the
ast and west), I AFhan whont prices ave higher than these of horder countris ics,
there will e BOTS WICETTC I TG0V ul wheni iaio AL('“ wistan, The VPP LIt
is also true, While obtaining inported whoat at o lewer price than domestic
prices may in somc ways e desivable, he ccor wemics of produciug wheat threuph
the use of fortilizer sugpest it weulc be better for Afghanistun to preduce its cwn
wheat,  Furihermore, cdovalopment requires that farm productivity incrense and
sclf-suliicicacy in wheat preduction to incure foed seeurity is a declared nationa)
froul. Tt rckes moere e conoraic sulsb to export wheat unofflcmlly than impont,
although it appears that Afghanlstan g a fau‘ly ‘high ‘cost. ‘producer of-wheats

v

H, FERTILIZER SALLG

Following the seve - drought of 1270-71, an extracrdinary effort was rmade
by the Cov\,rm*;cnt to m:\.lc\"‘ fortilizer :.W’lﬂ'lblc to furmers in the fall of 1971 and
spring of 1972, Prior to that tirne, the nse of fertilizer hasdt haen insignificant,

It is estimatad that 45,000 T of tcrhlmc.r were distributed to farmers in 1351
(1972/73) pr:\.ct_lc'"ﬂv 11 of which was applicd to whent, The. hI‘C became Op Pation-
973, log" (i 1iTs) since 1351 (1972/73)% hAVe" gown. at' Verage Fate of
perccn—anmraﬂv roaching 69,000 MT in 1975/76, Almost all th growth
occurrcd in 1973/74, ¢ ‘Eales-during-ihelasy: throe: years h'wé ‘b"" ' '
Growth in fertilizer applicd to wheat hn been sc
with the amount applied to cotton growing rapidly 11‘01:1 a very small ba




Earlier, we cncountered substantial difficulty with the fertilizer trinl data,
Nenetheless, tha averape anput-cutput vatic, fertilizer to wheat, was less than
1:1 for the two Towest-cost treatnients for cach of the four sets of trind ditn
and a ratice of 1.4 will b used for projection purpsses. Ve assune that the
proportion of fertiliner wned on wheat will continue to fall but at a decreasing
rate. We take the binistry of Apriculture's wheat production estirate of
2095 (hensiad metric tons (or 1855 == harveut of 1873 -- aw eur pireducticn
cotirte for 1076, Vhe AFC's draft foven-Your Plan calls fur fertilizor salen
to ineroase by 2605, 8:L.3 and 21,8 poreent yospeetively for 1575777, 1077/18
and 1973/79, Ve would consider 20, 25 and 25 pereent ineroases a ocd
perferrioamed, 1 in fact an exeoptional perioviiance unlegs fortilizor pricos are
reduced to farmora,  The followings table is constreeted on those assureplions
as well s historieal dati,

TALL:D 6 -~ Fertilizer Distribution; Total, for Application te Wheat, Cotten
and Cther Crens -- 1872/73-18" 5 /76 Tstimates and 1976/77-
16T7R/76 Projections

Tertilizer Ap‘j)lioc‘e to:
Wheat Ceotion Cther
Tetal * Am't AHra't - Am't
Year I o (4T) 0 (VD) G (I4T)

1972/73 45, 000 56 43,200 2 500 2 ono

1973/74 63,015 g 544,823 10 5,302 3 1,850
1974/15 67, 1i7 85 52,825 11 6,836 . 2,185
1975/76 69,000 80 55,200 15 10,3 3,450

¢
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1976/717 83,000 76 63,080 18 14,940 6 1,080
1977/78 104,000 74 76,460 19 19,760 7 7,280
1978/79 130,000 72 53,600 20 16,000 8 10,400

*  Cources 1072/13-1975/76, AFC, All sales in 1972/73 and 18,400 MT of
the 1973/74 sales were made by the Ministry of Agriculiure

1/ The difference between the two projections amounts to 42,000 MT over
the three years, 1976/77 - 1978/79.
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On theso projections, and assuming: that wheat production would rise by 1.5

percent annually without dn fnereasc in fortilizer applicati-n, wheat output
wou]d grow by 3,3 and 1 pereent ros pcchvbl" in ycurs 1977/738-1978/79,
keeping slightly ahend of population gro swih, L

While cotton preduction has been growing 1 pidly in the rocent past, if
preduction would increse by an averagre of 10 pereent annually fram 155,000 MT
In 1976/77 1o 210,000 A in 1678/79, ono could not fault such a perfernuance.
The experimental work condueted en collon indicntes that an input-cuiput ratio,
fertilizer (ooseed cotten, of 1:5 or loss is not uneoromen,  Undoer farm, cun(htu,.n‘,
perhipn it would bo niove realistie to asswne a ratio of 1. On this ra , thor:
is enouph loridlizer projected to be applicd Lo cotton Lo permit an {mmul ;;‘.:umh
Inoutput of 10 percent without inereasing the ho clarage,

L INPORTANCE CP THE ACRICULTURAL DEVELCPMENT BANK TO PROJECT

According Lo ATC personnel, 85 pereent of fortilizer sales to farmoers is
financed through the A 'T.‘J:mk.:/,m aecormnodalive eredit program -~ vith respeet
to general necessibilily, termss and thmaliness (/f leans to farmers, including
small [arimoers -- is vitel to ibe suceess of this prcject, Credit will hrave to ba
made available to farmers to purchase fortilizer if sales Ars to expand., Ex-
patrinte managoront hes heon providad to the n-:*ncultur::zl Dovelepmaont Bank
(ApBank) sinco its reorganization in 1969, Mana rement has attompted to make
the ApBank o fineneially vieble institution (cc ll'mtx(,r., are improving substantially)
and at {he same time te intreduce changes and adept practices accommedative to
the provision of eredit to the natien's farmers. This project assures that the
ApBank will continue s efforts to improve upon the timeliness of eredit provided
to farmers; upon inaking credit generally moere nccessible; espeecially to smaller
farmers; and in cther ways to continue to forge a credit prograra which fosters
the develepment of the nation's agriculture,

1/ But perhoeps not pepulation plus income growth. If per capital inceme should
Arow by 2 percent annually, with an income clasticity of demand for wheat of
0.9, then total dorand would grow by 8.9 percent (2.3 percent duc to pe;-plation
growth and 1.6 fo income growth) annually.

2/ Actually through the AgBank and the ATC, it is AgBank personnel who travel
througthout most of the country and make the eredit available to farmers.

P
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J. ECCNCMIC REMETITS

Cn purcly efficiency erlteria, little needs to be sald abcut the cechomies of
fertilizer use =- the ceonontic bencfits to the natinn are larpe relative to the
ecehriric costy,  For Afphanistan, it is o motter of cither using fortilizer or
ir:porting wheat, 3 and hirported wheat would esst a minimum of §200/1:T
delivered ! distributed in country, or § tiries the cost of the fertilizer ncedad
to produce o tun of wheat demestically,  Besidus the fortilizor cost, thore are
incrceascd procduction costs at the farm level and inera sad dictributicn costs
aricing fror rarketing a larger cutput,. The leeal curreney cost of feveigi
exchanis alse has to be adjusted,  Cnee these adjustments arc madz, a benerit
cast ratic o the ncirhberheed of 2:1 is chtained. 2

_1_/ Atleast in the shert to medium ters, it is wholly unrealistic to expeet jim-
provarnents in cultural praciices te incyease cutput significantly, by moere thai
say 1.5 pereent ammually. It has been neted that the natural fortility level of
rrost of the camitry's soils is quite lew.  The area of irvigated land can be
expunded by rencvating and extending existing irripation systers and by new
rmajor irrigation projects.  Histerieally, {he latter hos been a high cest ap-
proach to inercased feed preduction and neiiher approach weuld have mere
than a marginal, if reasurable, impact upen total {cod produgticn in the short

x wee oot . | -
to A;:\;uiun.. Lo,

2/ Asneted carlier, the results cf the wheat fortilizer trinls have beou less than
consistent, However, using the average retail cost of fertilizer undar present
prices for the two low-cost traatmonts for cnch of the feur scts of trial data
glves an averape of $41,42/MT (with interest and depreciation costs removad)
ag the retail cost of the Lo rtilizer nceded to produce a ton of whenat domestically,
For the four lowest-cost treatments, the average is 537, 22/1F. Thore weuld
be additional (cver fertilizer) farm: costs associnted w'th increased yiclds,
Theye costs have been estimated at one afgghani for cach extra kg of wheat pro-
duced. (%ee p. 37, "The Feasibility of 2 National Wheat IManagemaont Tropgrar
for Afghanistan," a USAID Ctail Paper, Zabul, Afghanistan, July 1574). This
cost amounts to afs 1000 or roughly $18, per MT. This overstates the ceo-

nomic costs, ho'wcvcr, since it includes transfers and interest, which aceount
for approximately 25 percent of the inerease. In acdition, there would be the
cost of distributing wheat once produced. The retail price of wheat typically
averages about afs 8/scer (afs 1135 or about $20/N.T) over the farmgate
price. In the foregoing, the afihani cest of foreign exchange is understated
from an cconomic point of view. Dutics on imports are substantially higher
and much more pervasive than taxes on domestically preduced foods, There
arc no export subsidies, Cne accordingly needs to shadow price the exchange
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2/ (cont'd,)

rate in order to cormpute the ceoncmic costs/Lenefit of fertilizer use,
Earlicr work sugpgasts that a rate of afs 75/¢oliar mmay be appropriate,

The highoer exehange roate would inerease the cost of both fertilizer and
imported wheat,  The relative increasc for tnz lattor would be greater than
that of the former since the latter is aln.ost whelly a foreign exchanpe cost
while the former includes a large elerent of domestic cutput anst for which
there is amuch swmaller transportation cost.  Onee these adjustraents are
made, we obtain o benefit/cost ratio In the ceighbarbese of 3:1. Cne couldd
argue that the importation of wheat weuld raake land available to preduce
other products, The argument docs not held, however, For wheat is in:-
ported Because of the low productivity of land and the use of fortilizer is
more likely to release land from wheat procuction than imperting wheat,
Cne could also assurae that the foreign assistance providing wheat fraports
would be available for that purpese enly. The opportunity cost would be
z<ro af the time of the lean, the cost being incurred at the time that intercs
and principal repaynients were being made, The present value of this cost
discounted at 10-15 percent nnnually fer leans of aay 40 years with 10 years
of gracc and interest of 2-3 percent is very low compared to the neminal
amount of the loan, If wheat imports were so treated, or treated as being
grant financed speeifienlly for the imports, and fertilizer himports counted as
a cost at the time of importation, then on paper the economic advantage of
fertilizer over wheat imports r.ay disappear altopether. This ignores the
dynamics of a growing farm procuctivity, however, and the adverse impact
that feod imports can have upon a country's development process.
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K. THE FINEFITS, THEIR BISTRIRUTICN AND T IECIPIENTS

{l."& f‘qn'!,’!«; AT R

Acccrding to the AFC a avigory teans, 44
“faorddiE: gf}e finddiced by the Arfleultiral Dovolcpment Pank

(AgPank). =" The AgBank makes fertilizer leans te cotten coempanics
(which in tux n dictribute fortilizor te ectten farmers), e cocpoeratives,
{o rreups of farmers and te individual farmers. With respecet to the
Jatter twe eredit recipients, anindividual lean is made fo a farmer if
the furmc v pur chages fe 1t1]1" or fer epplication to riere than 50 jeribs
(€. 66 h:.).-/ If & fnrmer wishes te purchase fertilizer on eredit for
application to bt joribs or less, he s formeninte a (:u"'nll) proun and
a group leands rmadc, Throush 7043 g'rou )8y loans werg ‘made’ te -,
47,2065 farners in 1353 (1974/75)15'3 o finance the purchase of 37, Jo, MT
of fortilizer. All or almest all this fertilizer was applicd te wheat. =

YFor each farror obtainins credit, the AgBank ranintains a recori
cf the number of jeribs en which the farmoer indicates he will apply
fortilizer. ‘“'1 U'w bagsic cf thoss r'-r-r\ric TAETE 10, {cllowing, is
cens t1uctu... shews that in 1353 ( 71/""\ 47,285 farmers purchascd
37,502 MT of f\:rtmum ¢n credit whl(,h fer txh zer wao to be applied on
ficlds of ”0 jeribg or lags in size. Cf the 47,285 farmers, 17,432 or
36,9 poveont puvehased 4,128 MT of fr—erhhymr {e apply cn plots/ficlds
of less than 8 jeribs in Siwce Ahd 18,9206 or 34,3 poveent of the
farmaors pu“ch'mﬂ. 28 ¥77' to apply on fields of 6 - 10 ]gmbq in
sizo, These two 'Troup.; ‘of farmers ‘con '1sod 71,2 percént of dlis
tosgj jt, 78’5 farmcgﬁ‘{and purchased‘ﬁé‘ ) perc\.nt cf thetotal of

37,502"MT ¢ Flerun?er sold.

————

1/ As neted carlior, actually by AgRank and A¥FC.

2/ 1u the past, a fmer weunld indicate te a repres scntative of the
AgBank the numsber of jeribs he wished to fortilize and a standard
conversion facter was applicd == one 50-kg bag of urea plus cine-
half bag DA per jerib, or its cquivalent, 387 kgs - - 142-60 ~ =
per hectare.  Sinee farmers presumably will now be allewed to

purchasc any mix they wish, we dc not know whether there will
even be a recemmended application rate.

~ 3/ latest available data. 'The data arc not enlirely consistents Data
ghow 78 farmers as heing under group loans and buying fertilizer
for more than 50 jeribs and 12 farmers buying fortilizer to apply
to no land,

4/ All er most fertilizer applied to cotton was distributed by the cotton
companics.  Tho number of farmers te whom fertilizer was dis-
tributed 18 not kncwn.  Neither is the number of farmers provided
fertilizer threugh cooperatives known.
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TAELE 10 - Number of Farmers per Tize Class of Arca Fertilizec and Total
Foertilizer Application per fiize Class, 1353 (1674/7%) *

& of

All Farmers that _
Arca Nurber  Used Fertilizer Amount cf Fertilizer Tiscd
Fortillz%:} of Curnulative Curaulative
(Jeribs) = Farmers ) ) (MT) @) (%
1-5 17,432 + 38, % 36,8 41,126 11.0 11,0
6-10 15,226 24.3 71,2 2,298 24,8 35.8
11-15 4,072 8.6 7.8 4,028 10.7 46.50
16-20 4,256 5.0 88,8 - 6,027 15.1 62,0
21-25 750 1.0 90, ¢ 1,313 3.5 66.1
26-30 2,018 4,3 04,8 4,427 7 11,8 77.9
31-35 368 0.8 5.4 510 P! 80.3
36-40 879 1.9 97.3 2,611 7.0 87.3
41-15 T4 0.2 97.4 241 0.6 £7.9
46-50 ¢ 1,210 2,6 100.0 52 12,1 100.0
TOTAL 47,285 100, 0 37,502 100.0

-+ Ceurce; Computed fror AgEank Data

1/ 1 jerib=0,1938 hectare = 0,478 acres
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A project purpese is te inercasce absolutely and relatively the
number of srall farmers using fortilizer,  This calls fo. $pecial
attention te grewth in the first twe elasses of farmers of Table 10
- = thoeo fortilizine less than 11 jeribs. Iascd upen the sceic- .
ceoncriic survey beings conucted in the Valley, 2 safa reneralization
ig that if a fariner foriilizes any of his wheat, he will fertilize all
his whoat, net just a part. Sudics . and estimates of naticna
aspresates indicate that slightly Iess than 30 pereent © o all cultivated
irrvipoated Jandd io plantes to whent. Cn these twe pencralizations,
fortilizer purchosed for § joribs would indicate a faviz size of 16 ~ 11
jeribs (2 heelnres or 5 acres) and purchises for 10 jerihs weuld
indicato a foms si=c of 21 joribs ¢4 hectarss or 10 neras), Tho
project is to pay spceizl attention te ¢ xoanding fertilizer use by the
smallest-farrmor group.

In Table 8, venre-t-year fertilizer sales for applicaticn tc wheat
arc projecic’ toirotense by 14, 22 and 22 parcont reopectively in
1976/77, 1£77/76 and 1«1\)/(9. It is the project intont for sales te
the smallest-farrmor group (L = 5 jeribs of whoat fertilized) to ETOW
25 percent faster than the cverall yrowth rates (of 1a, 22 and 22
peTount), 1070,/77 - 1Q78/70, and the naxt fo the simallest- farmor group
(6 - 10 jeribs o wheat ferviilized) o Zuow 10 poreent fastor, Givon
thess growth rates, and assuming that gro wth in 1354 (1975/76) was
prepertional to growth in aggregats fortilizer sales for whoat, Table 11
fcllowing is obtaineds  The teble is censiructed on the assumpticn
of a constant per heetare fertilizer application rate. The net returns
(afs 8,408/MT of fertilizer applied) of Table 8 are used.

pBE OO
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TABLE 11 -~ Number of Farriers Applying Fertilizer, Total
Fertilizer Applicd and Tetal Net Farm Income
Atlributabloe to Fertilizer Usce - - by Ficld-Size
Class, 1 -5 and 6 - 10 Joriks

Total
Nuriber of IPaarers Tctal Fertilizer Net Farme Inccrv e
Apphyinr Fertilizer to Aprli.: Jle Fickt- oue to Fertillzoer U

el tize Tlase of Cizo Class (M7T) (nfs millicng)

S’ ar 1"5 Ju 6"‘10 J. 1“{) 4‘)’- G"‘lC J' 1"'5 J. (S"]O Jc
107i/75 17,432 16,226 1,126 9,298 35 78
1975/76 18,215 16,955 4,311 9,716 36 82
1976/77 21,100 19,660 5, 065 11,231 43 94
1977/78 27 300 24,300 6,462 13,824 54 117
19768/79 34,8C0 30,200 8,237 17,306 62 145

Cn the assuimipticn that these farmers using fertilizor in 1877/78
weuld alsc be veing it in 1278/78, the prejoct would, cn the above
prcjection, benefit 34, 800 of the smallost-fnrmeoers and 30,200 of the
next to the simallest in the two years 1877/78 - 1578/72. The net farr
incemo of the smallest-farrnetr group weuld be afs 123 millicn greater
(average of afs d, 634 per faniily) fer the twe years than if no fertilizer
were useds  The next to the smallest-farnier greup's not frm incoro
weuld be afs 262 million lar'ror (an average of afs 15,7 .0 per family)
than if no fertilizer were used

Thae gcoz*mphxc distribution of fertilizer use is rather ccnc\,ntl Ltc.d
Ao ic shewn in LALLL 12 fcllr\wm B, ?‘8’ ’“f’cént Of thﬂ;_i.j

COUD: oy 6 vl S a0 gy
Pﬁf?ﬁ‘ést‘?)ibﬁnoos, "Ghor ardiNi

RN

1

mroz. A p1 cmct purpo.,\. is to
decrease the geographic concentration of fertilizer use by increasing
sales in those provinces that now use relatively little fertilizer,

oY
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8
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Tho Table alse suprests that the average per farmer purchase
of fortilizor varied consid irably ficm previnea to province. SThus
the table shews that 15 porcent of all farmers who purchasc?
fertilizer lived in Telrand prevines and this 15 porcont purchasce

28 pereent of the fertilizer sclds The cerrespendine fi ures for
Helinand andd Meoosarhar cembined are 35 an? 45, ArEonk 2ata shew
a rance in averace por farracr fortilizer use by previnee of frem
22.8% jeribs (1.4 heetares) in Kandahar te 3,32 jeribs (0,64 hoctares)
in I'ariyab.

TABLE 12 -~ AzEank Financed Fertilizor Sales te Farmeoers,
Distributicn by Previnee, 1353 (1974/75)*

Amcunt Number of Farrzers that Purchased

Turchased as a Fercent of All Farmers
Curmulative that Turchased; Curnulative

Provinco (%) - (%)

Helrrand 28 15

Nangarhar 45 35

Parwan 55 52

Kunduz 63 59

Kabul GR 62

Kandahar 73 " 64

Urozgoen 77 68

Herat 81 73

~aghrzan 85 79

Bashlan 89 83

Cther 16 100 100

* Bource: AgBank., Includes credit sales te individual farme. .
but does not include cash sales or sales to cotton corpanies,
the sugar mill or te cooperatives.



-44 -

. 1/ .
Cn the assurmptions riade, < the shert-run honefits of applying
fertilizer to wheat will acerue to wheat rroducers.  The project will

have little impact upon whoeat prices but will enhance the food
sceurity of the nation,

1/ Grewth in wheat preduction will not be a smeeth progression,

There may be relatively big fluctuations due to variations in
weathor (mainly precipitaticn in the dryland wheat producing
arens). Pricc demnnd for :wheat is very inclastic, If there
is no coffective price stabilization pregram, the bhencfits of
increased usz of fertilizer raay well ge to consuraers,

not preducers.  See Jehn R. Berthwick, Food Procucticn and
Agricultural Sevelepiront in Afghanistan, USAID, Kabul,
Afghanistan, Scptember 1975, for a geod discussion of the
problems of a fertilizer prograr in the absence of a whoat
price stabilization program,

gest
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Minutes of the Mceting Held on November 25, 1975
in the Conference Room of the Afirhan Fertilizer Company

A MR e em e E rm ER e W e e e e e e e e S e o= s me W e e em o e

The Meeting convened at 9 A, M. on November 25, 1975 and was atteaded
by the following:

" ______

Dr. Abdullah Nagshbandi, Acting President, Planning Department
Mr. Abdullah Naik, President of Extension Department

Ministry of Planning:
Mr. Ruhullah Barkzay, Director of Agriculvarai Section
Agricultural Development Bank:

Mr, Guenter Wilmsen, Finauce Advisor
Mv. Akram Nahls, Asst. Finance Manager

Afghan Tertilizer Company:

———— s e e O bdarh v r r e e e

Dr. Zarlf Salem, President

Mr. Mohammad Naim, Vice President, Administration
Mr. M. Aslam Helaly, Commercial Vice President
and various ATC Department Chiefs

Checcht and Company - Advisory Team:

Mr. Joseph G. Hartsig, Chief of Party
Mr, A. Helm, Finatcial Advisor _

Mr. Robert Benton, Supply Advisor

Mr, Don Goonctilleke, Marketing Advisor

A LD, /Washigton, D.C.:
Mr. Theodore Lustig, Director, Near East Capital Development

Mr. Richard Birnberg, Chief, Planning Div,, Office of Develop.
Planning, Near East



y_S A, .I_-..D_.'../_‘fﬁg}lﬂ.‘l.l otan:

Mr. John Standish, Chief, Capital Development and Engincering
Mr, Larry Crandall, Fvaluation Officer
Mr. Terrence J. MeMahon, Controller

Checchi_and Company,_Washington, D.C, :

Mr. Harvey Lerner, Viee President
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1. The meeting bepan with opening remarks,

Dr._Salem welcomed all participants; expressed his view that
a meceting convened to cevaluate the operations of AFC served thé very
useful purpose of assessing the reasons for sucecsses and identifying
the causes of weaknesses, and expressed the hope that the recommenda -
tions ficwing from the discussion would strengthen AFC and thus help
the Afphan Tnemev, De, Salem then deseribed briefly the major ovganiza-
tional clements of ARC,

nfr, Noik cxpressed the appreciation of the Government of Afghanista
for the fertiliner loan and the assistunce given to AFC, e reealled
that the Minisstry of Agriculture had . not been completely satisfied with
the results of its carlior efforts in disteibuting fortilizer and, there-
fore, when it sought to develop a new type of ovgunization to take on
that task, it had asked the ULB. Government for support in organizing
ATC end financing the endeavor, He said that during the jast two yoears
ATC had helped the Afghan farmer very substantiflly by considerably
increasizg the quentitios of fertilizer distributed and supplementing the
extension scervices provided by the Ministry., e considered the dis-
tributioi system orcanized by AFC very successiul,

Mr, Lustiy expressed his satisfaction at being wble to attend this
mcctinp:; g'-':.illc_(". to review the progress made by AFC during the two
years since its creation and to assess whether further assistance
miglht be needed. e neted that ATC had already succeeded in bringing
fertilizer to almost every part of the country. He hoped that the
meeting would result in identifying problems encountered hy ATC in
helping the Afghan farmers and in at least beginning to define ways of

solving them,

Mr, Lerner sald that the work his firm had been doing with AFC
had been one of the most satisfying assignments the firm had under-
taken, e noted that the oreanization of a well functioning distvibu-
tion system was one of the key points for improvements in agriculture
and that, in the process of performing that task, not only did the
management and staff of ATC affect the life of the people but was itself
changed by snch changes.

Mr, Hartslg expressed his satislaction at having worked with AFC
during its formation and first ycurs of operation,
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2. Dr, Salem then oncited the discussion ol the Apenda by present-
Ing and claborating on the "Brief Report on ATC", dited November
24, 1975, a copy of which Is attached. In the course of that preaenta-
tion, the particivants ashed questions and comraented en individeal
Items in the ~report ond in svoplermentarvy pan2es prepared and o
made availabie by AFC, The discuesion of more sipnificont items is
summart:ed belov,

‘fa) Personnel, Tables showing numhers and classes (types) of
personnel asczionorl to differont organizoticnal vnite of AFC were
distributed, showing o total staff of 130 at Headavarters in Kabul
and of 4075 in the four Regionnl Offices. The ciassification, re-
crultment and training system was explained, A reomber of cmployens
have Masters and Phid,  degiees from both Aiphan and Joveion insti-
tutions., Both on-the-job and clagsrcom (in Af{_‘,‘h(tﬂ[Stﬂl] and abroad)
training is conducied, ATC managemoent 7iews continued training outside
Alghanictan of a limited nombor of middie-morasement peonle as a
muaiter of wrenl lmpovianen, Tifteea staff yaerabers have been selected
for 3-0 1months traininy in the U,8,, Iran and Turkey.

(b) Division of Resnonsibilities between the Supreme, Council
and The Executive Committee. In response to a question, Dr. Salem
stated that so fav no major prenlems had aricen in definine the arcas
of responsibility of the Supreine Council, which deals with noiicy
questions (such as {ertilizer prices, quantitics to be purchased, per-
sonnel pollecy) and that of the Executive Committee, which implements .
those pol.ic lbs.

Autherity to commit Company funds has been delegated to the
Exccuticre Comimittes up to 2 limit of Afs, 2 million; to the President
with a limit of Als, 503, 000; to the Vice Pieaidents up to Afs. 300,000;
and to the General Directors up to Afs. 50, 000,

In almost all cases, the Supreme Courcii acts on recommenda-
tion, or optlon of the IExecutive Committee.

While the Exceutive Committee has not been given any precise
delegations of authority (except for commitment of funds), it acts within
the general poliny guldelines set: forth by the Supreme Council unless ot
It beliceves that operations involve a question which needs to be re- \’%00
ferred to the Supreme Council, \;F\\)&

& '
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() Ycalet System. In response to o number of questions,
Mr, Helaly siat2d that dealers (retailers) are sclected on the basis
of literacy, their nast business experience and financial poistion.
Dealers ave cinacted to nrovide information arnd services to
farmers, but A¥C has pot yot made brocheres and puidelines available
to all dealers, The Recional sind Zonal AFC offices are, however,
In consiont centact with all dealers and are expanding their work in
cducotion ond proriction of dealer participation in demonstration
plots. The performeonce of dealers is regularly evaluated.

Looking to the future, Mr, Salem said that AFC was aiming at
a system which involved deplcors whe srecialized in handling all
agricultural supnlies and ¢id net sel) other kind of merchandise but
that it would take time to rench that goal, ATC believes there should
be at least two dealers in every loection where the volume of sales
s suflicicntly larme o thet there is some compotion, ATC iz attempt-
Ing to strike a balance botween too few and toomany dealers to
ensure that no dealer has a rnonopoly position which he could exploit
to the dicadvantege of the farmers ond, on the other hand, to avoid

digonnvacine dnalare Fonm ccnl-ivr 424 avnand their calne n the mavimiim
ciec TN aca CONLLT 20 oxnang Inelr zales 1o the maximiim
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they cun handic, e was questioned on his criteria for Miov many"
dealers.

The question of credit for dealers, through the Agricultural De-~
velopment Bank or cther sources, was raised. The ATC representati-~
tives stated that the coupon syctem, in effect, provides revolving credit
to dealers, since they can chtain additional supplies against surrender
to AFC of coupons collected from farmers, Ronded dealers (now about
6% of the total) can got credit yrara. AFC. The absence of a eredit
system for dealers did not appear to have limited sales, but Dr. Salem
sald th~* "2aler credit would be studied again next yeur. '

(dy Volume of Saleg. The current year's sales were discussed
on the basis ol reporis nrepared by AFC's Supply and Distribution and
Marketing Departments, S~les in the {irat cight months of the current
year have fallen short of AFC's forecast by about 35%, in fact, this
year's sales voluric Is somewhit smaller than in the comparable period
of the previous year. Mr. llelaly cited as reasons for slow sales the
rclatively low price for farm products which makes it difficult for
farmers to pay off the previous year's loans and thus to obtaln new
credit. Turthermore, the cotton crop now coming In is large and cotton
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companles are slow In acceptin, deliveries and processing pay-
ments to farmers sinee the companies are short of funds.,

(e} Urea/DAD Ratin, There was then an extended discussion
of the ratio of DAP to ureca used by farmers and sold by AFC, The
Sereeins Councedl receintly decided to sell urea and DAD only in the
proporation of 8 bars of urea to 1 bag of DAP hecause DAR supplics
were insufiicient to malviain the customery 2:1 ratio. The ratio
was therefore tcmpo:*uhy increaged to 3:1 in order to avoid exhaust-
Ing DAY stocks before new supplies avrived, At the monient, cash
custoniers and customers using credit coupons must purchase
urca along with DAP in the 3:1 ratio, It was expeeted, however,
that the limitations on DAP sales would be removed at the end of the
current sales sesson. ‘

The AID representarives then asked ahout the plaus of the Govern-
ment and AFC to study the proper application rhte of phosphatic fer-
tillzers, a study which the Government had agreed to carry out under
a covenant in the Fertilizer Lomn Agreement, They pointed out that
the question was of great imporiance: for ihe furiner, who might now
be spending more money for DAP than necessary; {ov the national
economy, which might be spending: more foreipn exzhange for the
import of phosphatic ferillizer than necessary; and 1or the Governnent
which has to finance the high subsidy paid on phosphatic fertilizer, It
was pointed out that such a study carcfully designed and executed would
involve both technical and cconomic questions., AFC agreed that a study
reexamining the recomimended application rates for phosphatic fertilizer
should be initinted as soon as possible and that a decision on the participating
agencies and leadership should be sought promptly. The AID
representatives offered shori-term assistance in organizing the study
should the Government so desire.

(f) Sales Proicction=. ATC presented its projections of future
sales of fevtilizer which have been prepared for the draft scven-year
development plan, Those figures show. an increase of the total quan-
tity of fertilizer sold from 78, 750 tons (current Afghan fiscal year)
to 103, 950 tons (first year of the plan period), to 471, 500 tons in
the seventh year of the plan period, i.e. ,» 1 quintupling to be achieved
by the last year of the plan, with annual increases ranging from 20%
to 40%. The AID representatives pointed out that increases of such
magnitude are elearly unvealizable and therefore unsuitable as a basis
for an annual operational planning of staff, storage facilities, transportation,

copY
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etc. The AFC representatives explained that the Company!s
original projects had been substantially lower and had been
revised on the basis of agricultural production turgets developed
by the Minlstry of Apriculture, Mr, Naik, who explained this,
saw that the projections should, at this time, be coniiderddias
a "draft" rather than a "plan" avproved hy the Government,

The AID representatives went on to point out that the
projections as now presented had sevious financial implications.
If the projected inerease were looked upon us operational
targets, c.g,, imports of urca would have to be [inanced as
carly as 1978/79, in addition to projeetd Imports of phosphatic
fertilizers, and subsidies to be financed by the Government in
that yciir would approach Afls, 2 billion and would reach over
Afs. 8 billion by the end of the plan period.

Mr, Lerner suggested that it might be usefifl to develop
scveral projections (such as "high", - Mlow", and "medium") and
to study their implications,

Dr. Salem stated that ATC would develop annual projections
which could then be adjusted on the basis of experience.

() Warchousing, Dr. Salem stated that substantial additional
warchousing would have to be constructed, $600, 000 are available
for warehousc construction from an IBRD loan to the Agricultural
Development Bank but additional investment will be required. Iixcept
for galvanized sheeting for roofs, all construction materials will be
locally available. '

(h) Inventory Lossca. Bascd on sales, inventory losses are
running at less than 0, 5%, a rate which it was agreed was very good.
Most losses oceur before receint of material in AFC warchouses and
a small portion is duc to loss of material in rebagging and similar
operations. The {inancial projections 1 use the 0.5% loss rate as a
charge to cost of sales.

(iy Financial Status. AYC made available Balance Sheets and
Profit and Loss Statements reflecting the financial status of the
Company as of March 31, 1975 and August 31, 1975; it also provided
written information on contributions to AFFC by the Government and
proforma Profit-and-J,oss and Cash Flow Statements reflecting
projected financial operations for the years through the end of the
scven-year plan period, based on the sales projections discussed in
paragraph 2 (f), above. Slnee there had not been adequate time for

gt N
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the participants to review that material before the meeting,
detailed discussions were limited to questions related o
finances, namely the level of Government and subsidies and
the related question of payments by the Government to support,
ATC operations,

The level of subsidies, which had previously been discussed
in connection with sales projections, wag again reviewed, AFC
has concluded that it requires a cash balance of about Afs. 7C0
million to finonce its operations, including interest payments
relating to a cuvrent shorve-termn loan from Da Afphanistan L nk
and to AID loans. {The loan from Na Afghanistan Dank is
scheduled to he paid by the end of the currvent {iscal year.) In
order to finance annually ineveasineg sales, AFC will require
increasing amounts of subsidy payments from the Government
which, cven on the basis of more conservative sales projections
than thoce preserted in the Tablas for consideration, are likely
to exceed Afs. 1 billion within the next {ew years.

With respect to payments during the curvent year, AFC stated
that it roquives Afe 803, 788, 000 if it is to maintain the required
cash bulance., No part of that amount has ag yet heen received by
ATC and it is uncertain when and how much will be reccived by
ATC since until now payments to AFC are not inzluded as 2 line
iteni in the Government's hudget. ATFC is acting on the agsump-
tion that the Government will provide the funds (or at least most
of those needed) from the undisbursed development budgets of
other agencies as it bas in the past. The ATD representatives urged
both ATFC and the Government representatives to bring this matter
to the attention of the Minintries concerned 2s soon as possible so
that next year's hudget will include support payments to AFC as a
separate item,

In that connection, the AID representatives also nrged AFC to
preparc monthly, or at least quarterly, cash {low forccasts so that
payments could be requested and received from the Government in
time to maintain AFC's cash balance at the required level at all
times.

(3) Esternal Auditors. During the discussion of the audit
of AFC's accounts now in progress, the AID representatives supgested
that the performance of the auditors he reviewed after the conclusion
of the current awdit. They further suggested that it might be well to

ceot NALABLE coPY r
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conslder estalilishing eriteria for the sclection of auditors in
which the cost of their cervieces would not be pgiven excessive
welght (the present system is to place great weipht on the bid
price); it might then be possible to establish a more permanent
retetionship with a highly quelified auditing firm which would,
in the lons vun, save auditing time and therefore ultimately be
less costly,

(Y Maw Fislds of Activity, Dr, Salem reported thnt AFC
had created a new Division charged with the purchase and sale
of agriculiural rhomicnls (brimavily pesticides and veterinavy
products) ard smzall items of farm equipment (in the first instance
sprayers and spare parvis), A plan for the development of that new
activity, vlanned to he a profit-making enterprise, has been pre-
pared oud was made available to the partjcipants. The only aspeet
of that now opertion which was discussed in any detail related to

esticides,

The £ID representatives noted that ATFC's entry into the pesti-

riatmAmy v dangd U a s A s e w T A T everneel.l Temera don
Loallvo awzotl |, HuTUSCT L MU LoLLURo Wall Gl Jy L0 WO 1AVE Vo

e

explore in some detail before it could offer assistance in this area.
Those questions wrelated to environmental proklems (training of

dealers and users in tho praper handling and application of toxic
materials, some having Potentially fatal effects), to appropriate

stA{ling by AT°C and, finally, to the administrative and financial implica-

tlons ol the new line of business for ATFC,

Dy. 8alem also renorted the proposed formation of a National Sced
Company for the purchase, multivlication and certification of improved
seed vavictics, (The Secd Projeet will be sunported by a loan from the
Asian Development Bank,) PRiscussions were ueported to have been
held aiming at the participation of AFC in the Seed Project as dis-
tributor of sceds throush its existing dealer organization. The par-
ticipants agrecd that seed participation would be a useful adjunct to
AFC's fertilizer business.

(i} Sales Statistips. Mr. Lustig complimented AFC on the de-~
wiled breaokdowns of sales on a geographic basis ineluded in the Com-
pany's sales reports but wondered whether any information on the break-
down by "'class of customer" (sizc of holdings, owner or tenant) was
avallable so one might reach conclusions on what types of farmers were
now purchasing fertilizer in what quantitics and what steps might be

coPY
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nceessary to reach those classes of farmers not now purchasing fer-
tiltzer. Inthe ensuing discussion, in which both the representatives
of AT'C and of the Apricultural Development Bank participated, the
reasons for difficulties of obtainine reasonably relinble data were
explained; discrepancy between cadstral and tax records and claims
of ownersiip, the varlety of arrangements governing tenant /owner
rclationships, and even the differences of usagre in deseribing an
arcz owned or farmed. Tt appeared that, nevertheless, the records
of the Apricultural Development Bank may contain some useful data,
and Mr, Wilmsen offered to make thesce available te AFC and ADD,
It wa+ agreed that this matter would be pursued subsequently.

3. Checchi Team, Mr, Lerner distributed to the participants ¢
report by Cheechi and Company op "Work Performed by the ndvisory
Teum" and orally presented some highlights., The 1 sle of tho advisors
and their method of operation was presented by each member of the
Team and responding to a question raiscd hy the AID representatives,
the degree to which the team members function in "management' as
apainst "advisory' fuiction were des wibod and discussed.

4. Conclusions. After a short intermission, the participants, ox-
cept for the representative of Checchi and Company and the Advisory
Team ;._-msscmbwmg' Dr. Salem then asked each of the participating

agencies to summarize its conclusions from the discussion.

Mr. Naik expressed his satisfaction with the performance of ATC
which, although not yet perfect, represented a preat improvement
in fertilizer distribution over the system earlier used. He saitl that
AFC had demonstrated that a Government cntity organized along
corporate lines could operate with considerably greater efficiency
than any other governmental organization and that AFC and the Minis-
try of Agriculture were working in close cooperation,

Mr, Vilinsen sald that the Agricultural Development Bank was
very intcerested In secing AFC maintained as an independent corporate
entity. Ilc urged AFC management to cnsure that its audited accounts
arc submitted to the Bank in time to be incorporated into the Bank's
statement before the deadlines included in its Credit Agreement with
the IDA.



-11 -

NMr, Lustip said that he believed A FC wasg now un establlished en-
terprisc and that its problems, and some problems beyond fts immedl -
ate control in agriculture, had been frankly discussed. As wag to be
expected in the case of o young and, in Afrhanistan still unique,
organization, thexe was room for improvement in ceveral aspects of
its operations and that he believed AID would be ready to continue

A T

Ls support to AFC,  lle reemphasized the need to launch the study
on use of phosphatic fertilizer promptly,

Mr. Standiah noted that most of AID's concerns about problems
in the arcas of ATC's operations weve reflected in the covenants in-
cluded in the Loun Agreemoent for fertilizer impotts,

Mr. Birnberg emphasized the importance hoth for AFC and the
government of determining the appropriate application of phogphatic
fertilizer fos the different erops and ssil and weather conditiong and
heped that the study would be initiated spe edily. He also cantioned
against estanlishing unrcalizable output poals because these would
only make for difficultics in annual operational and investment plonning
and thus lead to unnecessary inefficiency. The importance of identify -

Ing time  casts at every level could not be underestimaicd in the seiting

of prices for final products.

5, Future Acdvisory Assistance,

Dz, Salem thanked the previous speakers for their comments on
AT'C's operations and then outlined the requirements he saw for future
advisory assistance.

He indicated that AFC wished to terminate the services of the
present Advisory Team when the present contract with Checehi and
Company expires (in March 1£76), but that AFC heljeved s-mll'u‘
serviees would! be needed in the future. He saw a need for four
advisors, as follows:

(@) Team Leader, to advise on general management and
planning; to have good hackground in {inancing;

() Marketing Advisor, to advise on sales promotion,
including dealer training, experimental plots and other .
mcthods of marketing;

(¢) TFinancial Management and Accounting Advisor, to.
advise on improvement of accounting in Regional Office
and at Headquarters, on financial planning and fore-
casting;
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(d) TPesticide Advisor, to assist AIC In all aspects of
Its projected pesticide business, both admistrative
and teehnleal,

One of the four proposed advisors should 2lso be qualified to
assist AT'C with intevnational purchasing and logistics management,
cae ~ e o d
In addition, Dr. Siulem saw the need for eontinted training
outside Afphanistan and fov the establishmoent of & soils laboratory,

Mr, Tustie responded by agrecing that  assisiance m the jirst
three arcas mettioned would he desivable. e said the ¢ A1 would
have to defer judem -t on the Pesticide Advisor tor the reasons
stated cartier in the discugsions A1 could not consider any assis~
tance fiihiat fich unless it was peveuaded that ol envivenmerntul,
technlenl, administeative and fimencial queshions eovidd he sntis-
factorily answered, 1le agveed with the nedd Tor a continuing train-
ing progoam but Teft the answer to the request for nsoils Inhoratory
open, o asked Dv, Salem to prepare o paper desceribing the work
for which a soils laboratory would be used, exiscing inboracory
faeilitics that might Le used to perform that work and the type and
cost of the equipment which ASC believed it would need to owi,

Mr. Lustig also nated that A1D would hav » to o through a cornpeti-
tive selection procodure before it could enter into negotintions for

a new contract, since the sclection of Cheeehi had een baced in
large measure on the gualifications of the team which was now about
to depart.

The forepoing minutes have been reviewed and ave hereby
approved ns subscantively reflecting the subjects discussed, issucs
ralsed and conclusions reached during the joint evaluation of the
Afphan Fertilizer Company and the Checechi and Company Advisory
Team, November 25, 1975,

(The Joint Evaluation Report was distributed to all participants,
acknowldged, sirmed or dissenting views furnished and included as
annexes.)



Appendix A

Remarks by M. 7, Salem
The followingr should be inserted in places indicated.
e 1. AIDAY, DLC, 2 Mr, Charles Jenkins

yr. 2 alter paragraph 1

Dr. Salem pointed out that the mecting should be chalred by
AID, according to the Pro-Ag, but all participants asked him to
chalr the mecting,

g, 3 Parapraph 6,

While the Exeeutive + o« o+ v« o o sct forth (add: in A¥C
Charter andd) by the Supreme Couneil o o 0 0 0 0

Pp. 5, Paragraph (), second sentenee should be replaced
with: €580, 000 ave available fov financing 50% of warchouse
construction from an 1DA loan to the Ap. Tk, the balance plus
cosi of the tand will be Tinenced by the ROA,

PGy (1) eeses ..o financial status of the company as of
Aupust 31, 1974 and March 31, 1975 .000eieeeen

Pg. 8, After pavagraph 5 add: Mr, Jenkins whn had visited
ATC regions 1, 2 and 4 in the field stated that AXC's niceess was
evident in that in cach corner of the regions visited theie wus w
retailor fortilizer outlet supplied with fertilizer and ready to sell
it to the farmers.

Pg, 9, add after (d): (¢) One of the advisors should have, in
addition to ubove, experience in international procurement and
port logistices,

M78/ZT,
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A ppendix 1

AGRICULTURAL DEVELOPMENT BANK OF AFGHANISTAN

No, 8116
Dote:11/9/5:1
(12, 2,75)

To The Esteemoed ATFC:

The preceedings of the evaluation meceting, along with the
letter of 270713540 (Nav, 20, 75) (ix) returnfed), after some small
changes in the ist, oth, and 16th peres, We request you to leave
at our dispesal (nev b us) some copiess when it is pristed and we
will be gratelul,

Yours Sincerely,

/s/
Mobamimad Ahcain Nodiifl

Financial Assistant of the Bank
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MEMORANDUM DATE: 11/30/15
TO : My, John Standish, Chicf, CDR/USAIN/A

FROM : Harvey Lerner, Checchi and Company  /s/

SUBJECT: Minutes of November 25 meeting - Joint Evaluation: Afghan
Fertilizer Company and Cheechi and Company Advisory
Team

We would like to have the following items included in an addendum to
the minutes:

Items 2 [, and g,

"Mr, Helm pointed out that the financial implications of the sales
projections and the future financial status of AFC ean be profoundly
alfected by decisions of the Government concerning the sales price
to ATC of TIREA neadnend hy the Mazar Plant, and by other un-

resovlved questions, '

Item 3:

"Mr. Lerner distributed and commented on a draft report performed
by the Advisory Team. The final version of this' report will be
reproduced by AID, "

"Mr, Lerner commented that the "ogical framework! preparad for
this project was not particularly well suited to the purpose of
evalvations the techinical assistance input nor indeed the progress of
the: project as a whole, He suggested o revision of the logical {rame-
work for this project would be beneficial, "

In all other respects, we find the minutes of that portion of the November
256, 1975 mecting attended by the Checchi Advisors to be aceeptable.

I am attachlng a corrected final draft of our report on work performed
by the Advisory Team,

CDE:HlLerner:sp:11-30-75

——



FM KABUL 7721 Nov. 27,
TO SECSvA” E VASHDC

AIDAC

SUBJEC . : AFC Miaject Evaluatdion

1. 1“\111—\1:1_\,' (:\"llu'l.ion mecting held November 25 with parvdeipa-
tion of AFC Manapement and siafl, AgBank, Minisaies of
Agriculure :m-.i Plooning, and dission/ Yashington Evaluadion
‘Teant,  Cheechi (Heodgquanriers and vem) pardeipated in all

hut final periions of meeiing.,

9. Conclusion reached ihed (1) GCA wished fo confivm AFC as
governement -owned comprny fonetioning subsiantially alongr
present fines; (4 AFC wished to obiein advisory and roining
qurvices fov addidonal peried, with AID asgisianes in finaneing
guch rervices; ani {7 preseni Cheecehi consl.l":;-l for advisory
services will he allowed to expirens teiminalion date and

: H H H [ Lo e R TS
comprituive propositls will b bavited Joi siaoguesat ooy vicoo,

3. I‘mmnw. descussaed with Tiission Novesmber 26, Conclusions
reached that (1) projec: sheuld be continued; () new contraci
for two years be negotinted hy All3; and (¢) necessary docurnen-
{ation prepared by Wission soonest. Significani poinis arising
from those conclusions descussed below.

4. In course cvaluaiion meeling, we emphasized urgency of
starting program designed to explore opiimal application of
phosphatic fertilizer to major erops under different elivnatic
and soil conditions, a subjeei on which covenant includea in
loan agreement for Loan 014 as Scciion 6, 2(1). Hope to raise
question wiih Minister of Agricultine in Mecting November 27
and will then further discuss with Fission. I is elear that
pessistent loHow-up action by Mission will be needed to
ensurce designation of GOA agency responsible for progra,
proper design of program and moniloring tis exceution., Short-
term DY services may be needed.

5. On request of MinAg, AFC has created new division for
pesticide supply and wishes to include one advisor in fuiure
tcam to assist in ihal area. Due lo environmenial, organiza-
tionnl and financial implications of thai new acilvily, we have
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reserved decision. Believe study is needed o examine (1) presen:
pesticide narkeding sys.e - in Afphanisan (bo.h thyough poveinmeni
channels and by privace imporiers/dealers; (b)) needs for immoving
preseac systery(e) foresceable pesticide yoquireinenis, by iype
and quandigy; () needs for cvzining of dealers and users; and

(¢) specific environment:l problems inhiereni in presen. system
and to be dealt with in fuoare, Saggest you explore wheiher
services of one erzerd for peviod of apovesimaiely fone weeks
available ender 0O procedare or [rom which ofher sowree. S
of sudy enily in danuary snould be scochis Belicve liuancing and
se.viees [rorm Vrojeces Developimen: Fonas appronriaic.

G. ATC bas also 1cquesied inclusion in projece’ of soils laboraiory.
Ve hive reques ol APC 6 poepare papor for Mission degeribing

() puwrpoccs tor which labova.ery in ended; (b cxis.ng soil
luboraiory faciliiics in Afghanisian which wight be used, and
exoeni Jowhich cuch facilivics cousidarod inndequatie:; and

(¢) additional cquipmen: helicved neccssary o acceomplish
purposes.  secrsmionwhe ney AT, culd fdnenee sueh adaiilonad
cquipment weuld be made ofler receip. and analysis foregoing
infoirrmation,

7. TFinancing of addiional two years fo services will require

() inclusion of projece in FY 77C¥; () supplement 'o PP,
including evaluniion repori: (¢) new 'roAg or G:an: Ag:cemon:,
and IO/, itission will eable separately on proposed iiming
forcgoing decumeniation. Ve realize desirahili'y of having new
team o work soonest aflev devariure present iecam in February/
March, requiring initiation of con'izel procedure ASAP and considering
possible alicrnniives for proceeding which vill follow sepiel. It
is very unlikely, however, that oblieation of FY 76 funds for (his
project will be possible before Deceinber 81, 1975, ae previcusly
andeipaied.

8. Discussed wilh Mission nceessity of closer monitoring of
projecet, which will require fresh look at Piojee! hlanager
function for (his Projeei.

9. Will drafi, before leaving Kabul, Liinuies of Fvaluation
Meeting which we hope will he signed hy AID, AFC and
Ministries of Planning and Ageiculture. Full evaluation report
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for internal use (meniioned in paragiaph & (b), above vill be
prepared by Birnberyg and Lusdy upon reauin o howie hase,

ELIOT
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ANNEX 3

CHATT™F ONT

CEREINTCNG

APTICLT 1+

In thiz CHATTRDR, the folloving terms shall convey the followin meanings:

Minisirv: Ministry of Arriculture and Irrigation

companv: Afchan ¥ artilizey Compuany

Tan', « Acricultural “ovctopment Frank of Afchanistan

T C. A document grantet oy the Company Lo individual
POeTONG thorety 1'01'nzlliinf;' guch persons (o
opier into fertilizer purchase and sales
activities on a retail basit.

Betailors A real or lecal person, who, privileged b the License.
carrios out the activities pertaining o {he purchase,
gale and distribution to e fnrivers and landholders
of the Company": plilizers, pursuani to this
CUATT R,

NCT%: (1) The term Meeal person' herein gignifies govarn-
mental institutions.

() Inowder thnt non—g-;ovc:rnmonlul i, 'ittions, such o
acricultural cocperatives, be ul:-a strenethaned ool
their dovelopment speeded, the tack of retailing
fertilizer can be s ommitied, according to the

rinistry's recommendation, to such organizations
a3 well,



CUAPTYE TWC

ECTADLISHN BNT AND CRIWCTIVE

APTICTI R 2y

Basoed on this THART LY, a corpany, under the name "Afehan Tertilizer
Coripany, " shall be esinllivhe? as a joint-stock company.,  The headquarters
of the (‘wn‘mn\' shall be in Knbuly and its branch officos, arcencies, and
warchons s shall e cainblishod, ngs and when necerary, in other parts of
Afshanistan,

ARTICL 3

The authorized capifal «lonk of the Company is Thrvee Thindred Million
Afrhants {(Afs. 360,603, \mu), dividead into Thivly Thousand {20, 009) shares,
to be issuad in the names of shareholders. ' The minirum v.tluc of cach chare
is Ton Toougapd /‘Jgr;'n.rmnr‘. (Afs. 1O, 000),

~n<-’-v e

ASTIOL e

The Cempany cannot sell its stock o private institutions or persons.  All
the Coinpany's stock held by private institutons and persons shiall be
purchascd, after the coming into fovee of this GHART IR, by the Pank at
face valua, The Pank can remain as the Company's stockholder.
ADPTICTE 5

The Company's objectives are:

!

Procurcment and imporvtation into Afghanistan of chemical
fertilizers from ahread, or procurement of same from
the domaestic sources.
Transporiation, storing, distribution of chermienl fertilizers
to the sclected outlets within the country.
- Sottine necensury standards for controlling and rerulating
storage, packing and the matters relatine to credit and
sale of chemienl fertilizers, according to rules and rogu-
lations to be esteblished for such purposes by the Company.

ARTICLI G:

The Company, inorder to earry out its tasks, shall acquire the required
funds from the following sources:
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a. Throuvh the tssuance of stock,

b. Throurh receivine loans via issuint bonds, accordine to the
Supreme Council's approval.

¢. Through the Government's suhsidy, and rrants made by other
sources, pursuant to the Supreme Council's approval and
the Government s validation.

ARTICI % 7:

The Zompany can, in order (o carry out its tasks, participate in covern-

mental institutions whose aclivities would ho support’ ™y the Comprany s
objectives,

The Company shall distvibute chemical fortilizers on eredit via Rank and
other lending agencies,

ADTICI T 9:

The Company shall disiribute chemical fevtilize-s (o {ho farmers and land-
holiors, direetly or throush retailers, pursuant to separate regulations.

ARTICLT 10:

The Company can, in addition to the tasks and dulies sot herein, embark upon
other apgricultural activitics which would promicte the Company's ronls and
interests, and which would brine facilities {o (he farmers, pursuant to the
Supreme Council's approval.
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CHAPTWR THPR®

CRGANIZATICN

ARTICLY 11:

The Company is comprised of the following organs:
- The Cenoral Assembly of Stockholders
~ The Supremae Council
- The Wxecutlive Poard

- The T'oard of Auditors



A

b
1

CITAPTUR  FCUN

THE GHNMEPAT ASSTVPLY OF STCCKHCLDRE

A

ARTITT R 10

The ordinary eaetings of the General Assenrbly of Stockholdors shall he
convened annually within four months after the close of the Company's
“ieal year to handle the followine matters:
(1) Congi‘leration of the Annual Peports of the “xecutive Poard and
Board of Auditors, togethor with the Suprome Touncil's r¢ zon-
mendations regarding the Conpany's activities, In thig ¥oport,
the finaneial status of the Jompany . also shall be shown, while
conparing it with the two proceoding vears,

(?) Comsideration and approval of the.Corapany's Palance Sheet and
Profit ant Loss Statement, and distribution of annual ‘profits
and losses, on the basis of the Supreme Council's recom-
mendations,

(3) “lection of the mermbers of the Poard »f Auditors for a terin not
exceeoding three years.

APTICLJ 13:

The extraordinary meetings of the General Assembly of Stockholdzrs shall
be convened, pursuant to a demand from the Txeeutiva Poard and recom-

mendations from the Supreme Council, in the following conditions, within
fiftcen days:

- In the event that over 20 percent of the Company's paid-up capital
stock should have heen lost; or there should exist the possibility
of a fifty pereent loss of such capital stock.

- In the event that there should ocecur a need for the amendment of
the CHAPTRP,

= In the cvent that there should arise reasons for the dissolution of

the Company, in accordance with the provisions of the Commercial
Law,
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ARTICL® 14:

The stockholder, himself, or his leeal delemate, should ottend the niecetings

of the General Assembly of Stockholders.  Tach share has the power of one vote.
The stockholder, or his lesal delemate, shall, after roristration of his identily,
obtain the Admission Card to the wectinees,  Date, plage anfd the arenda of the
meetines shall be samnounced fon days in advanee, at the Iatest.

ABRTITLE 18

uneopt in the instances which would be othorwise stirulated by the Commerieal
Law, :he quorwmn for the ordinary and extraovdinary mootines of the General
Assembly of Stoekholders shall he two-thivds of the paid-up capital stoek of
the Company.  Should this quorum not he atiained, tho matter shall be
anncuncesd and 4 coeond moctine shall be bold after a ten=day space of time by

the stockhoiders possessing at Jeast one=thiye! ~f tho ~aeidal ~tock.

APTITIE 16:

The General Asseimbly of Slochholders shall

chairinan and secretary of the meetings,

T~ nd -
LT CLLy 2y 3t

AURTICLE 1T:

The decicions of the Ceneril Assembly of ftockholders shall be recorded in a
special Took of Necisions and signed by the attending members of the meetings
and the sceretlary.
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CHAYTTR TIV”
THZ GUTT T CCUNTTL

The Supreme Council of the Tompany is formed of the followine members:

- Minister of Acriculturz, “hairman

- Minister of Finance, member

-~ NMinister of FlanninT, member

- Ministar of Miros and ITnduciries, rembar

-, Minister of Tomrmerce?, membar

- Presidont of the Asricultural Development Pank of Afghanistan,
membeor

- Managine Precsident of Afohan Fertilizer Company, merber

The Supreme Council shall mant anea avary threoo manthg at laaot, Ttg
extracrdinary mcetings can b2 convened on the proposal of the Txeculi
Poard. The quorum for the Suprame Council's meetings shall he four
members; doeisions of the meatings shall be made by a majority of votes
of the attending members, with each member haviang the right of onc vote.
In the event the votes should come to a uce, that side for which the chairman
has votad shall povern. The decisions of the Supreme Council shall ke put
into force after having been recordad by the scerctary in a spacial book and
signed by the chairman and the attending members.  The secretary shall be
elected at the first session from amongst the merrbers or outside thereof,
for a term of one ycar.

ARTICLE 20:
The Cupreme Touncil has the following duties and competances:

a. Tstablishing the general policy of the Company, in conformity with
this CHAPTER's objectives.

b. Appointing and dismissal of the members of the Executive Poard. ,

c. Approving the purchase, sale, mortgaging and leasing the Company's

immovable properties.



d.

f.

h.

m.

-0~
wgtablishing. nd closiny the Company's branches, (livisions ?) and

apgencies at the headquarters (7) and outside tho headquarters (7).

Approviny the necessary bille and regulations for carrying out the
followingr matters:

(1) Hiring, {ransforring and dismissing the ~ompany's ermployess.
Note: falaries and costs paid the emrloyees ane other dependents
aned dealevs of the Company shall be in accordance with the
Pank's scale of salarics and such costs,
(2 Pewarding and disciplining the employecs.

(3) Cther instances required by the Company's activities.

Providing fund resources for the Company, throu~h borrowing,
issuance of bonds, and accepting grants.

Naterminine the extent of government s suimidy and applyiny for tha
same Lo the Governinent.

A

wstablishine the nead for raising ~laims against membors of the
wxocutive Foard, according to law,

meeiding on the Company's participation in agvernmontal ingtitutions.

Making decisions abouf the subjccts presented by the Txecutive Foard
or the Roard of Auditors.

Approving the employment of expatriate advisors and specialists, on
the Wxeculive Roard's proposal.

Fixing the purchasc and sales prices of fertilizers on retail basis,
dotermining the retailer's commission, and approving the hills
related to the retailer's activities, pursuant to Zxecutive Roard's
proposal. In fixing the prices, the cost, the Company's financial
status, and the sizz of Government's subsidy shall be taken into’
consideration.

Considering the Balance sheet, the Profit and Loss Statement, as
well as the Executive Poard's and the Poard of Auditors' Peport,
and referring same to the General Assembly of Stockholders,
torcelhér with its views and recomincndations,

oY
gesT M NLABLE C©
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P

ApprovinT the fertilizers importation a“reements, and authorizing

the sionine of such contracts on behalf of the Company.

Taking on  of other Juties which, accordine to this THATRTIR
and pursuant to the orders issucd by the Government, would
belong o it.

we{ablishing and determining the competences of the “xecutive
noard in monctary affairs, concluding agrecments, and signing
other docurtents.
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CHAPTYR OIX

THE SXCUTIVE TCARD

APITTLE 21:

The Ccomrany shall be adminis ored within tha framework of its roals and
tasks, hased on the policize set by the Supreme Council and pursuant to
ne resulations and bills arrangedt by the Txecutive Toard.

The Txcculive Poard is comprised of the following membors:

(1) The chairman of the wecutive Foard, as Prosident of the
Company.

(?) The financial and administrative vice-president,

(3) 7The commercial vice-president.

ARTICLE 22:

Tho Uxocutive Poard shall earry out ite duties pursuant 1o e suplame
Council's approval and on the basis of tho © AT TR and other acts and internal
procedures of the Cormpany. The members of the Txccutive Poard, individually
and collectively, shall b2 responsible for thoir performance to the Hupreme
Council, according to the provisions of this CHART¢R.

The members of thi: Txecutive Board, curing the tenure of officz, cannot
work in any other office:s or institutions; ror can they requirz other
compensaiion or financial privileses,

ARTICLE 23:

The Txecutive Poard shall appoint, from amongst its members or outside,
a well-qualified person tv represent the Company at courts ard other tribunals.
!

APTICLE 24:

The agenda for the ordinary and extraordinary mectings of the General,
Asscrbly of Stockholders shall be prepared by the Wxecutive Board and
submitted to the Supreme Council.

ARTICLE 25:

The maiters which the %xecutive FPoard should regard beyon?! its competence
or duty shall he referrad to the Suprema ouncil for decision,

f vt
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PCAT™ CF AUTITCDS

ARTICLY: 26:

The General Asscembly of Stockholders shall elect a Poard of Auditors
for the Company, comprised of three membars,

AFTIOLY 27:

The Toard of Auditers eannot make its audit known excopt to leral authorities.

AUTICT Y 28:

Other 1asponsibilitics and dutios of the Tear:d of Auditors shall he requlated
according to the Conmercial Law.

The Toard of Auditors shall perfore the following duties:

a. Auditine the accounts ant 1*3L-onci1ins; thom with Balance Sheet
and T 1‘(>fu and Loss Ntatemont.

h., Controlline {he accounts of the Company once every three
months atl least.

. .

c. Auditing and examwining the (‘omrn‘w‘ cash on hand onca cvery
threz months wi thout warning

d. Auditing the Company's Ctocks Resister.
e. Analyzin~ the financial status of tha Company.

f.  Analyzing the accounts of debtors with regard to doubtful and
non-raceivable debts

r. VerifyinT and confirming the conformity of the Company's periormance
to the prescriptions of its CYART 71 and other rules and requlations,

h. Reportine the conclusion of its audits to the General Assembly
of Stockholders, as well as to the Supreme Councii,

f. Supervising and w'ltchmp; the Company's technical works and
matters.

oY
aEst AV ALABLE €O



ATNTICLE 26:
The Toard of Auditors is responsibla before the Coeneral Assombly of
Sharcholders and the Cupreme Council,

ATTICLY 30:

The Toar? of Auditors cap participat? in the ordinary an? sxtraordinary
mestints of the Ceneral Ass2mdly of Sloe%hold s without the rieht of
vetineg, Tt enn also subicil its proposals and rocor mendations (7) to tha
Supreme Couneil,

A\‘ T [I‘] "‘ '51 -

1

™ the event of itha Zompany's fissolution, tha Fear? of Auditers shall
inspeet (9)/take cars of (79) the lquidaiion mattors, accovding to tho

~

Toiareereial Toaw,

AT Y 9.

The dutics of the Roard of Auditors, cither wholly or parily,” can bo entrusied
provisionally, upon the Supreme Council's approval and rocommaondation, to

a group of charteraed acecuntants of international standard.

The Genoral Assembly of Stockholders, pursuant to the “xocutive Toard's

prorosal and the Cupreme Council's recomrrondation, shall make dus
deeislon as Lo tho apportionracnt and distribution of the remaind-r of the
net profit,
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CHAPTER YEVEN

FINANCIAL AND ACCCUNTING RULES

ARTICLE 33:

The fiscal year of the Company shall be the same as the calendar year
of Afghanistan,

ARTICLE 31:

The Palance "heet, the Irofit and Losg Statement, and the Annual Report
of the Exccutive goard, ofter having heen confirmed by the Roard of Auditors,
shall be subinitted, within four nonths efter the close of the Cempany ‘s (iscal
year, to the Zupreme Council and the General Assembly of [tockholders.,

ARTICLE 35,
The net annual profit of the Company shall be distributed as follows:

a, Forty pereent of the uet profit, at least, shall be annortionad to
the General Reserves. Such apportioninent of the not profii to
the General Reserves shall be continued until such a time that
the aggregate amount of same ghall equar the approved capital
stock of the Company,

b, Five percent of the net profit, at least, shall be apportioned to
the Tpecial Reserves, to offset the foreign exchange risks and
other unexpected losses,
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CHAFTER EIGHT

MISCELLANEQUS PRCVISIONS

ARTICLE 3'@5

The Company can be dissolved, upon the decision of the extraordinary
meeting of the General Assemnbly of Siockbolders, on the basis of the
Supreme Council's resolution, in accordance with the Commercial Law,
The decision of the extraordinary meeling of the General Assembly of
Stockholders yeearding the dissolution of the Company, on the Supreme
Council's recormendation, can be made through a majorily voling
representing three-fourths of the paid-up capital stock.  After its
dissolution, all accounts of the Company shall be scttled through a body
of accountants elected by the General Assemibly of Stockholders which
would operate under the administration of the Bonrd of Auditors.

ARTICLE 37:

Instances not provided for in this CHARTER. shall be tuken care of
pecording 1o ihe provisions of ihe Connnerciul Law and oiher laws
of the country.,

ARTICLE 38:

This CHARTER which has been prepared in eight caapters, including
thirty-cight articles, shall become exceutable after the approval of
the General Assembly of Stockholders, and the ratification of the
Cabinet, and publication in the Official Gazette.

Translated by:
A. Ahrari, AFC's Translator
August 7, 1974

e cOPY
oEsT AVALRBLE cop
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AFCHADI PanTIT 17w CCNTANY

Fch. 21, 1976

Mr. Vincent BErown
“irector USAIT
Wabul.

moar Mr. I'rvown,

I rzerived your lotter of Fobruary 2, 1976 in which you snelosad
iterrs of information concarnine the Af~han Forlilizer Company. 7
have reviewad thesz papers, and the ratter has been breunht to
my attontion.

T ar happy to he ahble to inform you-ilrat:

(1) Cn Lehalf of the Supreme Mouncil of AFC T dasire th? USAIT

I3 * v - 4 . LI 1 - -
ieehnicul assistance 1o e continued to the AT,

(") The Tuprere Council does desive that AT continue to
operaiz as an indepentiant entity, in accordance with their charter
and th2 loan a -reement.

(3) AF7 is operating in a norral manner in accordanca with the
AFC Charter and will continue te do so.

T appreciate your thoughts concarniny my health, and T am
feoling much better. T hope that you, too, ara continuine in cood
health.

mucerciy,
/s/
Azizullah Wasofi

Minister of Arricultura
rhairman of Supreme Touncil.

SEST AVAILABLE COPY



ANNEX S

Fertilizer Roccommendation for Cifferent Crops
by
Research and Soil Survey Department

L VIVAY 1838,

R Nirogen k205 [Sp Ay .

Crops Description Ke/h Kg/h Kg/J Kg/J K50 Methods and Time of Application
Wheat Improved : Split application of urea is recom-
Irrigated Winter & Spring 100 50 35 22 - rmernded in cold regions, 50% in fall

nd 50% in spring

Wheat Iocal Spring

Irrigated and Winter 60 30 22 13 - Y " "

Wheat non- Improved and

Irrigated Local 30-40 20-30 11.5 11 - All at sowlng time

Rice lLong Local Urea should be applied in 2-3 appli-

Grain Tall ) 40-60 20-30 16. 15.5 - catlons ~ flow of irrigation water

) ghould be stopped when urea used.

Rice Short ILocal 60-80 30-40 25 15.5 - " " "

Grain '

Rice Local 69-80 30-40 25 15 - " " "

Short
Corn Local 75 75 28 23 - Split a'ppncation of urea recommended
: at first 2 irrigatons.
Potatoes Local and 120 80 40 35 - Urea should be used 2 imes, before
Improved 1st and 2nd irrigation to about 8-10
from plant.

Cotton Improved v 60 40 20 i8 - Half of the urea should be used at
planting time and the other half
after singling,

Sugar Beet - 90 - 120 60-80 35 33 - " " "

S XUMNNV



ATGHAN TARTTLIZER CCM.TANY

Assumptions for Seven Year i Flan

1. The figures given for 1354 arc acco ding to AFC forecasts for
sales, capital and expense budgets.  The figures were approved by
the Supreme Council.

Sales forecasts in 1385 and following years ars an average letween
those which were provided by the Ministry of A7 sriculture fer Urea and
AP and those forecast by AFC, ATC provided the sales forecasts [or
Potassimy Sulphate and Agro-chemicals

2 uCllm Irices: For Urea — Afs $600/ton and DAT - Afs 11 , 000/ton
were established by the Supreme Council.  These fiqures will nol be
chansed duving this 7 Year Flan. The S('llmr’ price for Fotassium
Sulphate will be the same as the DAE se 111 pricc. Agro-chemical
sales are based on ATC forccasts. A 20 - 23 percent gros. margin
based on sales is used.

3. Coustof Coods  includes tons 50 old pl. ~ 1/2 cf ene percent of tonsg

sold ns on allowance for inventory losses. In the case of Agro- ~-chemical

salos, one percent allzwanee for 10" ses is  uvoed. These losses are
bazed on experiences in comparable business.

Included in Cost of Goods Cold is the Freight Allowance which is
estimated to be Afs 80 per ton of [u‘lxh/ 1 5010,

4, All Afghani figures aic roundad to thousands (0C0).

5. The Conversion rale of afs 57 per § is used.

6. Intcrost expenses are based or payments due on long-term loans
of $18, 500, 000 and 6, G008, 000. Additional money requirements
will be provided through subsidies. Interest income is based on
Time Deposits of Reserve Funds. The average amount on deposit
is assumed to be Afs 400, 060, 000 and the rate 5 percent. Net
interest expense is as follows:

BEST AVAILABLE arpy
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)

%19,500,000 ¢ 20 = 390,000; 57 = afs 22,230 rountied

8,000, 000 (' 2¢ = 80,0005 57 = 4,560
26, 790

Less interest income 400,000,000 5% 20,000
Net intcrest expense 6,790

7. Principal Payments, which start 9! vears after the lirst interest
paymeoat which was made October 6, 1973 (Meczan 14, 1352) made by
the 7 overnment or the subsidy will be increased by an cqual amouit,
The fire! scrainnnual payreeats of approximately 0 319,670 will not
be duc until /~,p;‘ii 16, 1983 (ilamal 17, 1362),

8. Purchases: A1 Urea will he purchased from the Mazar Plant
to the extent of ATC storape capacity and {o the extent of the
production capa®ility of 100,000 tons per year. When the 100,000
tons are excecded, Urea wilt bave to e imported.  Ccusideration
should be given to the construction of asothey urca plant or for
expansion of the i'azar Ilant, Zy 1357 saics oxceord the capacity
of the Mazar Plant and by 1261 sales are projected (o be double
that capacity. Lead t'rc of 5-10 years will be roquirca from
exploration to completion ¢! censiruction,

Consi‘eration s’ ould he given {o ¢onsiruction of a Nizmwonium
Phosphate plaht, Sources of phosphatc are said to exist in
Afghauistan, hese sources should Le located and surveys madc
to determine the “easibility of buil?ing such a plant,

*+ For the purpose of this 7 Year Plaw no new construction is
assumed, and Imports of urca arc necessary.

Mazar Urca Imported Urea

$ 115/Ton 6,555 Afs 10,260
1,200 av. ft. Rail Ft & unloading s .

220 1,474

7,755 Cost of Mazar Uren av. truck Ft 800

Cost of Urca Imported 12,534

_DAP Potassium Sulphate
CIF Karachi $200/ton 11,400 %180/ton 10,260
Rail Ft & unloading 1,474 1,474
Truck Ft 800 800
Cost of DAT 13,674  Cost of K9S0y 12,534
pupLABLs S8R

gEST
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Purchases and sales of Fotassiun Sulphate will be insignifican
until 1358 wien 3,000 tous will be purchased to take care of 1359
sales. Agrochemical purchases will be ccual Lo cost of gooas.

9. Inventories: Toding {nventorics for 135 will be the Leginuleg
inventories for 1855 salued at the purchase price mentioned in
#8, “nding inventorics, for years when urea is imported, will
be valued at the Mazar Plant Cost plus freight.

Erdine inventories jor urca shoule he wo less than 143 cf the
next yvears eales.  Tuventories for Potash aud DAP preierabic
ghould Lic no less than 507 .af the next years sales. Purchases
in cach year provide Dor increases in sales as well as additional
inventory, requircments,

10. Collcction of Receivables C'ollceted 136
1354 BReceivables Collected
Duc ‘rom wholcsaler & Covt 10,286 10,286
Rec from Ag Lank 45% 393,871 "177,242
Sales Cotton Program 13564 254 199,675 49,919
Sales Wheat Program 135 554,403 554, 403

791, 830
1255 Raccivables
Fece from Ag ¥ ank 216,679 715,679
Sales ¢ otton Program 1354 149,755 67,390
Salcs 1355 1,023,800 1,026, 800

1,310, 819

PR S o

1356 Receivables

Sales Cotton Program 82,383 82, 356
Sales 1356 1,379,500 1,379, 600

1,461, 966

1357 & following years Collection = Sales

11, Fudgcted Expenses AFC 8% of 3ales

Agro ( hemisal - as stated,
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12. Tnding Cash Eolance - This is sct at afs 700,600, This amo
{g necessary to toke care of the rcauired purchases, It may have to
be increased by 1357 when cash balauces before subsidy are 2

negatlve amount,

13, Accounts Paynble at Hoot 29, 13563

Paktia Project 30, 460
Due on Uirea frou: Rus: & 365,124
Due on hlazar Fert. 173, 6841
Interest ta T'AT “ank 30,570
Japanesc DAP &, 650

Total ~  _548,605

14, Cash on han” aud 7iwe Deposits at Hoot 9, 13563

(‘ash 128,2

ADA 20
‘alstLy TiV/

Total 550,709

4 -
[~
o
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AFCHAN FFRTILIZER COMPANY

Gales. Information for 7 Year Cagh TIlow

lew in Afs

ILxpenses Depreciu-  Inter- Capitad
Year Type of Sales in Rounded to 8% of - {ion est Budget
—_ _ bt lizer . fons - Thousands Sales Outlay
1354 lirea @ 8,400 18,200 152, 880
"G on,600 40, 800 391,680
Total 59,000 544, 560
DAD @ 9,600 4, 950 46,728 -
" (11,000 14,800 162, 100
Totul " 14,750 209,528
Total 78,750 754,088 62,303, 5,700 52,914 5,90
1st year -
1355 Urea @ 9,600 68, 000 652,800 94, 800
NDAP (11,000 34,000 374,000 , 84,26C
Total 102,000 1,026,800 82,144 8,450 6,790 7,550
2nd year
1356 Urea @ 9,600 91,000 873,600 -
DALY @i, 000 _46, 000 306,600
Total 147,000 1,379,600 110,368 12,004 6,700 51,000
3rd vear
1357  Urea 9,600 114,000 1,094,400
DAP 11,000 57,000 627,000
Total 171,000 1,721,400 137,712 14,579 6,700 G4, 850
4th ycar '
1358 Urea 0 9,600 141,000 1,353,600
DAT @11,000 70,000 770,000
Total 211,000 2,123,600 169,888 16,0647 6,790 74,550
5th year
1359 Urca @ 9,600 171,000- 1,641,600
DAP @11,000 85,000 935,000
Potash 11,000 3,000 33,000
Total 259,000 2,609,600 208,768 18, 469 6,790 {0, 850
Gth year
' Urea @ 9,000 206,000 1,977,600
DATD @11,000 103, 000 1,133,000
Potash @11, 000 5,000 55,000 .
Total 314, 000 3,165,600 263,248 21, 716 6,790 08,100
7th yoar
Urea @ 9,600 243,000 2,332,800
DAP (111,000 122,000 1,342,000 N
Potash ©11,000 8,000 88,000
Total 373,000 3,762,800 301,024 24,334 6,790  GB, 100
P
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Agrochemical I'ivision

I~formation for 7 Year Plan

Cost of Cperaling Capital Yudgel
Sales ( oods VXPeNSes Neprecintion Qutlay
16, 850 36,300 6,500 287 1,664
83,064 86, 43 7,094 540 2,500
113,418 66,375 11,104 a¢1 4,917
145,440 111,123 11,678 1,249 861
175,098 134,079 11,898 1,304 253
277,691 214,945 14,559 1,576 5,188
318,412 245,120 15,330 1,848 25
4
cF"
e
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AFGEAN FERTILIZER COMPANY
Cost of Sales 7 Yea: Projections

-7 -

1354 ~ist Yezr 1335 2nd Year 1356 3rd Year 1357
Tons Afls Tous Afs Tons Afs Tots Als
Begiming Inventory Urea 60,016 40,721 52,381 60, 926
DAP 20,533 40, 284 38,164 31,934
Purchases Urea 40,000 310,200 80, 000 620,400 100,000 775,500 100,000 775,500
32,000 Loan DAP 39,500 102,550 32,000 437,568 40,000 546,960 60, 000 - 620, 440
7,500 UN K750, - - - - - - - -
Ft. All 6,300 8,160 10, 960 13,680
Total: 419,050 1,066,128 1,333,420 1,409,620
Available for Sale
Urea 100,016 120,721 152,381 160,926
DAP 60,133 72,284 78,164 91, 934
K2504 '
Total: . 141,705
Cost of Goods Sold .
100,5% of Sales Urea 59,295 671,891 68,310 529,977 91, 455 709,234 114,570 888,490
in Tons DAP 19,8s3 433,175 34,120 466,557 46,230 632,149 57,285 783,315
. K2504 - .
Ft. All 6,300 8,160 19,960 13,680
Total: 1,111,366 1,")0-‘;,694 1,352,343 1,685,435
. -
Ending Inventory Urea 40,1721 52,381 60, 926 46,356
DAP 40,284 38,164 31,934 36,649
. Total Sales 78,730 102,000 137,000 171,000
Ft. All 80 Afs/Ton 6, 300 8,160 10, 960 13,680
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AFGHAN FERTILIZER COMPANY
Cost of Sales 7 Ycar Projections

4th Year 1358

5th Yeor 1353

6th Year 126y

7th Year 1361

Tons Afls Tors Als Tons Als Tors Afls
Eeginning Inventory Urea 46,3556 38,651 2,796 82, 7G5
DAP 36,643 43,299 51, 874 12,358
KZSO4 3,000 2,985 3,900
Purchases 54,000 676,836 84,000 1,052,855 119,000 1,491,545 153,070 1,950,372
Urea 160,000 775,500 109,009 775,500 100,000 775,500 100,009 775,500
32,000 Loan DAP 77,000 1,052,898 94,000 1,285,256 114,600 1,558, &28 124,000 1,532,316
7,500 UN
K2504 3,000 37,602 3,000 37,602 6,000 75,204 10,000 125,310
Ft. All 16, €80 20,720 25.120 29, 740
Total:" 2,559,716 3,172,034 3,926,206 4,743,358
Avalflable for Sale
Urea 200, 356 242,651 289, 796 340,766
DAP 113,649 137.299 165,871 196,359 ;
K2504 3.000 6.000 8,985 13,960 '
Total: 171,855 307,030 244,215
Cost of Goods Sold 54,000 676, 836 84,0C0 1,052, 856 119,000 1,491,546 158,000 1,980,372
100, 5% of Sales Urea §7, 705 680,152 87.855 681,316 88,030 632,673 8A,215 668,597
in tocs DAP 70,350 961, 966 85,425 1,168,101 103,515 1,415,464 122,610 1,676,569
KySOy4 - 3,015 37,790 5,025 652,983 S, 040 100,773
Ft. A1 16, 880 . 20,200 25,120 29,400
Totai: 2,335,834 2,950,783 3,677,756 4,456‘.151
Ending Inventory Urea 58,651 70, 796 82,766 96, 551
DAP 43,299 51,874 62,359 73,749
3,000 2,935 3,960 5,920
Total Sales 211,000 259,090 314,000 373,000
+. ALl 80 Afs/ton 16,882 20,720 25,120 29, 840
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AFCHAN FERTILIZER COMPANY
Profit and (loss) 7 Year Projections

1354 1355 1356 1357
AFC _ Ag~-Chem Total Ag-Ciom  Total AFC Ag-Chem AFC Ag-Chem Total

Sales 754,088 8,040 762,123 1,026,800 46,850 1,073,650 1,379,800 £3,051 654 1,721,400 113,218 1,874,618

Less Cost of Sales 1,111,306 6,030 1,117,396 1,004,634 36,300 1,040,994 1,352,243 66,443 756 1,635,065 25,375 1,771,840

Cross (Loss) on Sales (357,278) 2,010 (335, 265) 22,106 19,530 2,656 27,257 16,611 853 35, 735 26,873 62,759
Operating Expeuses 62,303 3,637 65,940 H 6,500 58,644 110,368 7,634 118,062 137,712 11,104 148,816
Depreciation 5,700 132 5,832 0 287 8,737 12,0954 540 12,634 14,379 o651 15,58
Interest 52,914 52,811 0 - 6,790 6,782 - 6,750 6,700 - 5,720

Total Expeunses 120,917 3,759 124,685 97,354 6,787 104,171 129,252 8,254 237, 6 159,051 12,065 171,146
Net (Loss) (478,195) (1,759) (479,959 (3,763)  (71,515)  (101,995) (8,377) (123,166) (14.775) (108,389
Cash Flow and Required Subsidy

Cash Balances 550,709 - 550,709 700,000 - 760,000 S50,693 - 734,132 - 734,132
Collection of Recelvables 791,850 8,040 799,890 1,510.819 _46,85) 1,357,669 1,379,063 83,054 1,721,400 113,218 1,534,618
Total Avallable Cash 1,342.559 8,040 1,350,599 2,010,819 46,859 2,057,659 2,230,293 83,054 2,455,532 113,218 2,553,750
Out Flow of Cash
Budgeted Expenses 62,303 3,637 65,9490 82,144 6,501 £8,644 110,363 7,694 137,712 11,104 148, 816
Interest Expeases 52,914 - 52,914 ,790 - ¢,790 6,790 - 6,790 - 6,790
Accounts Pavalle 646,605 - 646,605 - - - - - - -
Purchase & Ft. All 412,050 6,030 425,080 1,046,28 36,300 1,102,428 1,333,420 66,443 1,409,620 £6,375 1,495,995
Capital Fudget 5,929 2,089 - 8,003 7,550 1,561 9,114 51,000 3,500 64, S50 4,912 69,762

Total Qut Flow 1,186,792 11,756 1,198,548 1,162,612 44,364 1,206,976 1,501,578 77,037 1,61%,972 102,391 1,721,353
Cash Balance 155,767 (3, 716) 152,051 848,207 2,486 50, 693 728,715 5,417 £36,560 19,827 §47,387
Amount Reguired to Restore
Balance to Afs 700,000(Sutsidy) 547,949 No subsid- No Subsidv
Ending Balance 700,000 850,693

847,387



B
-
Z
P
%
m
0
o
0
<

1358

10 -

AFGHAN TERTILIZER COMPANY

Profit and (lcss)

7 Year Trajection

1259

_ 1360 1351
AFC Ag-Chem Total AFC Ag~Chierm Tonl AFC Ax-Cher Total AFC Ag~Chem Total
Sales 2,123,600 145.440 2,269,040 2,609.600 175,037 2,754,509 3,447,291 '3 GZ.QOO 318,412 4,051,212
2,335,834 111.123 2.446.957 2,050,783 134,079 2,084, %42 S, N2, TA1 5.151 5,127 4,702 271
Gross (Loss) on Sales 212,23<, (34,317 (177,917) (351,153) 41,029 (310,143) (+19.4:0) (G’.t:-:..'%&l) ;
Operating Expenses 169, 88 11,678 181,366 208,768 11,293 223,640 253,248 14,558 267, 817 303,024
Deprccxat[on 16,647 1.249 17,896 18,459 1, 324 19,773 21,716 1,574 23,202 24,334
Interest 6, 79 - 6.790 6.790 - £, 780 6,790 - 0,700 5,790
Totzl Expenses 193,325 12,927 206,252 23+,027 13,272 247,229 281,754 16,135 297,839 332,148
Net (Loss) (405,559) (21.390) (384,169) (585,210) (27, 81.8) (557,392) (795,940)  (46,611) (747,229 (1,023,390
Cash Flow and Roquired Subsidy
Cash Balances 847,337 - 847,397 700,000 - 700, €00 706G, 000 - T00, 003 700,000 700,000
Collection Of Receivables 2,123,600 145,440 2,269,040 2,609,600 175,029 2,784.(‘-99 3,155,600 277,691 3,443,291 3,762,500 318,412 4,051,212
Total Available Cash 2,970,987 145,440 3,116,427 3,309,600 175,039 3,454,690 3,R63,400 277,681 4,143,201 4,452,800 313,412 4,731,212
Out Flow of Cash
Budgnrted Expenses 169,833 11,678 181,566 208,768 11,838 220,666 2533,24% 14,559 267,807 301,02¢ 15,340 316,354
. Interest Expenses 6,730 - 6,790 6,790 - 6,790 6,790 - 6,700 6,790 - 6,790
Accounts Payable - - - - - ' - - - - - . -
Purchase & Ft. All 2,559,716 111,123 2,670,839 3,172,034 134,079 3,306.113 3,926,206 214,045 4,141,151 4,743,368 246,120 4,9%9, 435§
Capital Budget 74.550 261 75,411 69, 850 253 61,103 68,100 5,188 73,28+ 65,600 25 65, 125
Toal Qut Flow 2,810,944 123,662 2,934,606 3,413,442 146,230 3,594,072 4,254,241 234,682 4,150,005 5,110,782 261,475 5,3%1,257
Cash Balance (160, 043) 21,778 181,821 (138, 842) 28,869 (108,973) (RE€8, 744 12,959 (345, 745} (G:’;‘J,S‘\’Z). 56,937 (600, 045)
Amount Required to Restore
Balance tc Als 700, 000(Subsidy) 518,179 203,972 1,045,745 1,300,045
Ending Balance 700,000 700.000 00,000 700, 000

-0l -



ANNEX 7

Environ...enial I'mpact Statement

The environmental aspects of fertilizer use in Afghanistan
has been addressed by A, L D. in its current $6.0 million Agricul-
tural Inputs Loan 306-1-019. 'The analysis pointed out that the
adverse effcets of fertitizers occur when nitrates and phosphales are
released into surface and ground waters but that there are no adverse
effects on the soil or air from the use of these fertilizers.

In Afchanistan there arce few standing bodies of water that
receive any significant runoff from cultivaced Jand and the use
of fertilizers to date bas not had any adverse cffects on fhese
waters. Similarly, there has been ne kiown adverse effeets
by the increase of nitrale content of the drinking water in
Afghanigtan.

It is not antieipated ihat there will be any significant
adverse effects on surface and pround waier by the gsmall amounts
of feriilizer normally applied in Afghapistan. The beneficial
effcets of the application of fertilizer to the crops of Afphanistan
far outweighs the poteniinl aud unpiroven advorcoe effecis on the
water resources of the country.

Tor similar considerations, as in the case of fertilizer use,
the desire by the Government of Afghanistan to increase its food
production and correspondingly its standard of living has led the
Governmeni on a course of action to incorporale into its unsophis-
ticated rural agricultural economy the modern chemical discase
and pest control compounds of pesticides, insecticides, herbicides,
and fungicides. This unilateral Government action has not ade Guately
considered the environmenial consequences and human health hazards
associated with ihe use of such compounds, Althoagh the Iinistry
of Agriculture and ministry of Public Health have soiae technically
qualified personnel, these individuals are not in policy positions to
direct and ensure the proper and safe application of chemical
compounds.

To achieve some degree of control, the Government through
the Supreme Cowicilof the AFC directed that hased on the technical
advise of the Ministry of Agriculture, the AFC will purchase, store,
distribute and educalc, along wiih the Extension Departruent of the
Ministry of Agriculture, Afghan farizers in the proper use and
application of the above chemical compounds. Based on caulions
expressed by USAID Afghanistan, UN advisors, and previous

BEST AVAILABLE coPY
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U.S. management advisors io the AFC, the AFC management realized
thai an action program must be developed to cducate its staff and
relailers in the safe and proper handling of compounds, many of which
are hazardous and toric,

It is not a question of whether the Government should consider
the usc of pesticides, ingsccticides and other crop discase control
compounds, this decision has been made whether prudently or not,
by the Government, The point is, how can AID best assist in such
circumstances ? The rcquest for an Agro-chemical Advisor is
recogniliou by the AFC for the need of such guidance not only for the
internzl handling and operations within the AFC, but the need to
develop a program and a system (o educate the farmer through
ATFC rotailers in the safe and proper application of these chemical
compounds.,

Y
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SUmuwAF Y CF FEF VILIZER TRIALS

TABLE 8-:-- Irriga.ed #heai Iesponse o Va.ious Feriilizer

1 eat..ents, 1668 - <© “rials*

Lreatrend

N-P

1 0-0

2 0-40

3 0-060

4 0-80

5 0-100

6 57-0

7 67~40

8 67-60
7-80

10 67-100

11 133-0

12 135-40

13 133-60

14 133-80

15 133-100

16 200-0

17 200-40

18 200-00

19 200-80

20 200~100

Ifean Yield

wmean Increase in

of Wheat Vheai Yield Above
" (Kps/ha) (Kega/ha)
2,190 0
2,190 0
2,519 32¢
2,678 438
2,409 ‘219
2,884 694
3,212 1,022
3,395 1,205
3,285 1,095
3,395 1,205
3,175 886
3,723 1,533
3,650 1,460
3,869 1,679
4,125 1,935
3,103 0i3
3,796 1,606
4,088 1,898
4,344 2,154
4,380 2,190

-3
Source: P.ia, ‘tanboli, Soil Fertility and Fertilizer Use, I'epori
i0 the Government.” of Afghanisian , FAO/UN Fome, 1971, Daia

to compute Standard Deviations not available.
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TABLE 8-2 -- Irrigatcd Whoat:Response te Varioug” Fertilizer

Treatments, 1969 Trisls*

(1) (2) (3 4 (3
Mecan Incrdase
in Wheat Yicld

Treatment Mean Yield Above Treat- Standard Co-
N-P~-K of Wheat ment # 1 Deviation efficient
No. (Kgs/ha) (Kgs/ha) (Kgs/ha) of Col. (2) Varlation
1 0-0~0 1279 - 218 17,0
2 75-0-0 1530 251 177 11.6
3 150-0-0 1741 462 189 10.9
4 0-75-0 1549 270 246, 15.9
5 0-150-0 1644 365 270 16.4
6 75..75-0 2582 1303 329 12,7
7 75-150-0 2229 950 265 i11.5
8 150-75-0 2359 1080 144 6.1
9 150~150~-0 4295 3016 901 21.0
10 0-75-100 1713 434 324 18.9
11 75-75-100 2603 _ 1324 309 11.9
12 150-~150-100 4256 2977 872 20.5

Source: P.M. Tamboli, Soil Fertility and Fertilizer Use, Report to
the Government of Afghanistan, FAO/UN, Rome, 1971. For this and

tho following table, the standard deviations are not baged upon obscrva-
tions on individual plots for a glven treatment, but rathor the averagces
of all plots, by province, for a given treatment, Thus, the number of
obscrvations for each treatment 1s the number of provinces {n which the
trlals wero conducted and the value of cach observation is the mean yleld
for all plots of the given trecatment in the province. It is thus very likely
that there has been substantial smoothing of the data and the standard

deviatlons are likely gubstantially smaller than they would bo if obsorva-

tions were on individual plots.
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TABLE 8-8 -- Irrigated Wheat Response to Various Fertilzer

1)

(2)

Treatments, 1970 Trials"

(3) (4) (5).
Mean Increase
in Wheat Yicld

Treatment Mecan Yield  Above Treat- Standard Co-
N-P-K of Wheat ment #1 Deviation officient

No., (Kgs/ha) (Kgs/ha (Krs /ha) of Col. (2) Variation

1 0-C-0 1736 - 161 9,2

2 75~0-0 2321 585 180 7.1

3 150~0-0 2613 377 263 10.1

4 0~75-0 2vi4 308 224 11,0

5 0-150-0 2315 579 420 18.2

6 75-75-0 3569 1833 370 10.4

v 75~-150-0 2930 1194 255 8.7

8 150-75-0 3008 1272 359 11.9

9 150-150-0 4196 2460 376 9.0
10 0-75~100 2082 346 219 10.5
11 75-75~-100 3628 1‘892 449 12.4
12 150-150~100 4316 2580 416 9.6

* Source: P. M. Tamboll, "Annual Report (1969-70, Soil Fertility
and Fertilizer Experiments on Wheat in Afgharistan’, Ministry of
Agriculturc and Irrigation, Kabul, Afghanistan (no date). 283 trials

In 10 provinces
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TABLE 8-4 -- Irrigated Wheat Response to Varlous Fertilizer
Treatnients, 1974 Trials*
(1) (2) (3} 4) (5)
Mean Increase
in Wheat Yicld

Treatment vican Yield Above Treat- Standard Co-~
N-P-K of Wheat ment # 1 Deviation cfficient
No. (Kgs /ha) (Kgs/ha) (Kggs/ha) of Col. /2y Variation
1 0-C-0 2037 - 901 44,3
2 95-40-0 2669 632 618 23.2
3 - 134-40-0 3167 1130 881 28,0
4 174-40-0 2945 908 1110 37.7
5 102-60-~0 2930 - 893 891 3C.4
6 142-60-0 3605 1568 920 25,5
7 181-60~0 3206 1259 1167 354
8 110-80-0 3060 11023 704 23.0
9 150-80-0 3537 1500 1033 29,2
10 190-80-0 2an4 %867 1128 28,9

* Source: AFC. 10 trlals for each treatment; urea and DAP were uscd.
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