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PART 1. SUMMARY ANJ ] ,C( i?.'NDA 'IONS 

A. REASON FOR AND PURPO,;E OF AMENDED PROJECT PAPER 

The Project Paper - Ylanua '?ment Simqport for tle Afihan Fertilizer 
Compalany (Decemlbur 19741) - provided for two years' advisory assistance 
to AFC and specified that an intwsive evaluation would be conducted prior 
to the; ond of the first year of the project. This evaluation was held on 
November 25, 1975 with the representatives in attendance: The Ministry 
of Agriculture, 'IMinistry of Planning,, Agri ultural Development Bank, 
Afgh-n Ferti Hz,." Company, Chlechi and Compaiy/Washngton, D. C., 
Checoli) and Company/Advisory Teoam: AID/W and USAID/Afghani stan. 
Th, eval.:;tion concluded that progreoss has been made in improving AFC's 
manasglement capabilities, but t1hat advi ;ory assistance was still needed in 
generai managenmcnt, financial management, rnarketinMr and distribution. 

improve AFC capabilities in the above areas. 

The calu.tio, ,. i!e,'ed 1hn n nd fo clearly define project inputs 
and Oulpuls and io esialDIlbIl \'CUiifabl'oe iicato.2. Tri aimtended ProjOct 
Paper ireludcs Srcc rexison, as well as revisions in the project goal and 
purpose. Expori,.see: with the original project desgn ,monstratcd that there V 
a lack of sufficient detail in the logical framework matrix to permit a 
thorouw'h and meaningful evaluation of the performance of the technical 
assistance team as well as the degree to which progress was being made 
at the project purpose level, Accordingly, project ouipui.s ha\ o beeni more 
carefully defined and companion output indicators established. In addition, 
the original project purpose has been discarded and a new one incorporating 
the prime function of AFC - - the distribution of fertilizer - - has been 
formulated. At both the purpose and sector goal "ev Is the USAID'has added 

small farmer objectives for fertilizer use and increased production and 
income, respectively, to acknowledge the fact that it is AID's Intent to 
improve the welfare of small farmers. 

In summary, the Mission is now satisfied that it will be possible to both 
monitor the implenmentation of the revised project and to conduct meaningful 
future evaluations with the aid of the improved project design. 
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D. 	 SUMYIFAlY DESCTI'PTICN CF PROJECT DIESIGN AND
 
IIVN.1l..1;. "N I 'AT]I, - N 1:1."1,1
 

The Government of Afghalni stan has placed strong emphasis on
 
becoming self sufficient inagricultural production, especially in wheat
 
production. The srag' us:,d in m(ving towards increased production
 
has consi.mt.d of en,,coturl, lging the use of and maling av ilable fertilizer
 

o in the ~ 	 '..4( still modegt, :particularly i o 'i&f Me~alfi-in 

The sector goal i,.i.cincrease the ar-ricultural output of Afghanistan
 
and to inCr':,5, 'lnllL farmer inceme 
 through i:Icreesed agricultur oiuput. 
This tncrcascd oufptl vill be reali zed through the use of adkdtional 
fertilizer a tolied principal crops of W,,CheotCOtton.lcnI" 	 l .ugar. The 
project purpose, 1herfrcc, is to increase Afghan farmers' annual usag
of fertilizer and to spread the use of fertilizer among small farmers. 
The . . o achieve his purpose 1y providing additional 
assistance to the AC in improving its manangement efficiency in procuring 
and distributing fertilizer and other aricultural inputs to farmers and in 
increasing efforts at converting tho uninformed small farmers Iothe ujoe 
of friie 

In order to keep prices and terms at levols which the small, less 
wealthy farmer can afford, fertilizer must be dist'ributed efficiently and 
economically by the AFC which is the solo distributor of fertilizer in 
Afghanistan. Although much progress has been made in the developluent 
of the management and operations of the AFC, further improvements 
and 	modernization are required to ensure that maximum, scz'vices are 
given at minimuin cost. 

The amended project will provide the services of three advisors for 
24 months each, the services of a number of sho-t-term specialists, 
contractor home office support and participant training. These advis.Jrs 
will work with the President and two Vice Presidents of the AFC who 
constitute th, AFC's Executive Committee and will assist in the further 
development of the business capability and efficiency of the Company. 

The implementation of the project is expected to begin with the arrival 
of the three primary advisors not later than January 1977 and extend for 
a two-year period. (1) The Management and Training Advisor will also 
serve as the Chief of Party and as the Chief Training Advisor to the AFC. 
Ho will monitor the accounting functions of the Company and render 
assistance to the various units of AFC in his field of competence; (2),,- ''inancial Advisor will assist in programs to Improve the performance 
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of the accounting system, particularly at tho regional level; (3) The 
Marketing an1d Supply A lvisor will assis' AFC counterparts; in marketing, 
supply, distribulion and in the purchase of fLrtilizer from the inter
national market. 

The tean munbcrs will ussist their counterparts in d.velePing and 

receiving ipproval (hy thc. GCA) of their 1977 budget. This will be 
a~ccmpl i,,he, prior to fhe boi ming of thu Afgihan ycr.r which st,.rt s 
I,.rch 21, 1977. This same rcquiroment. will be acc.m.plish,.wd for thu 
1978 budgt, although the adviers should h\, ;. sm:ller input sinCc thrr 

count,rparts vill prusumably he mere ,..L by that tim . 

Another aroa to wIilch theseo advisors wi H givce-irly attention is the 

1I~cnt n of a syste'em of delegaions of avth-rnty which wiil allr'v for 

ccntinuous operational -uthorily in c..h funcional arCa of AFC ."ctivitics. 
Experience has -hewvn the lack of an cfefctiv system . : caus. a 

"hottl(mnek" problem which nccds to be resolved. 

In order to obiain sufficicnt fertilizer s'tcks, it is necessary for the 
AFC tc ,purchase fertilizer from the international niarkt. This task 
recui-, :; 1.he supurvisicn of a purscn experienced in this area. The advisor 
Would givc limited assita' nd guidinc, in the Spring 1977 Iertiiier 
purchase and during the following year ,,ould train the appropriate personnel 

so that AF1C w-o.ld be able to complete ihe Fall 1978 fortilizcr purchase 
without advisory assistance. Other tasks with which the Marketing and 
Supply A dvi sor will b;e as si sting are t1& ieccntrioization rketid! 

}Gaf0Ysitig'down to the'fve Oc-nUMMi ote,r advisors will 
aLiO' l;iiijin !ras of cxpcritisc in sezlling, up f,.nrntlc.ingt-ir; 
regional level cporations)anci assisflnig 6p6onnvton c p,ctmpbgn' dircted 

riIc i mall farert se-of c, asa.irbasing the nimb4 
ofdmotr p 0. 

Although all the advisors will bo involvec! training counterpart 
personnel, the Chief Training Advisor will concentrate on devcoping an 

AFC training staff which xvill be capable of designing training courses and 
carrying them out without outside assistance. It is expected that the 

services of a short-term traning specialist will be utilized during the 
setting-up of this permancnt AFC training facility. 

Two other activities which will require the assistance of short-term con

sultants are: (1) the establishment and implementation of procedures for 

procurement, distribution and safe handling of agro-chemicals (pesticides, 
herbicides, fungicides, etc.) down to the retailer level and (2) the ,stab

lishmont of reliable optimum ratios, by region and provinces, for application 

of.DAP/urca to the important crops of wheat, sugar and cotton. 

1ZEST/ VpLABL, cOPY 
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C. DETAILEi) FINANCIAL DATA 

FY 1975 FY 1976 FY 1977 TOTAL 
(MM) $ (MM'iu,) , (011M) $ $ 

1. ]EI{SONNE, (49) 331 (2) 350 (54) 4,3 1, 124 

Contract Adviors 

1%'An:im2nt P Training (12) (12) (12) 
Fin'ncil 	 (12) (12) (12) 
l-'hrkeling nr:1 Supply (12) (12) (12)
Supply ', ri!)uti01 	 .rI";i (12) 

Shcrt-Term Ccnstultants 

Arc- ,Ch....cal, 	 (6) (6) 
Agricultur::i iEc(ncjniL 	 (-4) ( 41 
Training Specialist 	 (..2) (2) 
Other 	 (1) (4) (6) 

2, iCATT 	 AA]IITn2 2 42 1"o 

U.S. 2 x 4 MM 
Third 	ccuntries 

13 x 4 NM 

TOTAL 	 $373 $392 $485 $1,250 

D. SUN,MARY FINDINGS OF NEW ECONOMIC ANALYSIS 

The alternative to not using increasing amounts ef commercial fertilizer 
in Afgistanins tlimportaiion of wvheat. Even iftho positive (loveDlo
mental dynamics associated with increased fertilizer use arc ignored, the 
economics aro clearly infavor of incrascd fertilizer use over wheat 
imports, yielding a benefit-cost ratio in the neighborhood of 3:1. 

Under pracsnt and projected cost-pir cc rolationshipsIM 

However, based upon results of fertilizer trials, Ilhe risks of using 
fortilizer, at least on wheat, are substantial. The trial results show a 
rather high variation in yield response to fertilizer application from place 
to place and time to time. Thus, while average returns are favorable, 
the returns are by no means certain. 
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llost P f.chn farmers aro living at. the margi of subsistence. Prudence 

simply does not permit thein to as ;ume tie ri.sks associated with t:e 

purcha;e of fertilizer under exis3ting cost-price relations. 'his ,statement 

N e eeil v applicable to small far mers. t'UnloaSrne 
'2~itI" (iffiCUft to1 g 7,aee 

U1I o uer " continuation of-,W&7 th ms certi Zer I 
t[pr1Orancever the pa-t three years. 

In the P'ist, cons irferablo riephasis hns heen place(d upon making the 

AFC a fin,,ill 'v,,h,inStitution. f-uaneial autonomy would, of course, 

be hiRly dles;ir: 1e tnls:; socinl costs were incwurred in its attaiin, at 

which wore tli' ,;:et t >e :enefits. If,for c:aniple, much emlhasis 

results In fl--- importatiowof 4heat; the economic cost&/ ihlei: is the' 
thi o'productinlg, wheat domes ticnity'through increi'-use 0, 

rtillzer'jt (,n th. e ph:x' is on finne inal"uto, o, is i isplaneed. ('oi
 

Afghanistn, th,. import.ation of wheat does not take land out of wheat
 

preo.uetion, unlos;r; the Importation unduly depresse. prices, thereby
 

Atlts 


' 

llvila'in,L;1 c .,v;,L.ou t{ produ1' other ( rps,.) The A seelns to be
 

o"expelr:itice
prcariouilyclose te this po5 ition and given the three years
thnt the .,FC now hn,,' itis t!n~ehat AFC'. fertillzer pricing policy 4c 

4PeVlewed in the context of -oVernment.W',eat price polic.y. 

apparcat ... . thAt are 
uncorafortai .;k r:-grirding the nutrie,.t mi arid applic ation rate to recoi
mend to farmers. The problen has important imI ications for natiooil 

economic efficiency, for growth in food supply and for the welfare of 
farmers generolly. 71,e implications aivc special significance for t"is 

project which aims to expa.dC the use of fertili;-er by small Fariers who 

have an extremely limited capacity to assume risks. The project vil 

address the problem through a study to be cond'ucted by AFC witi, the 

assitance of a TDY euporl. The expert will re-taw anm analyze 
fertilizer trial results in some detail to determine th:v.extent to Nhich 

the data can be used as the basis for recommendIng to Farmers, with a 

fairly high degree of confidence, t;,e nutrient mix and the applicntion rate 

that will yield to farmers the least-cost fertilizer appIlicatio0n per unit of 

product output. The study will indicate \vhttt the variation ini net retur;js 

is likely to be under the rcconicondahtion, ho;w arean specific the reco m

mendation has to be, how the recommendation can best be implemented, 

whether additional fertilizer trials are needed, awd if so how the trials 
are to be imple mented and ndi inisterdd. 

Fertilizer trial dna.co..tai,, enou , . ,i-i... we 

'The nu::rdr cUW.af11artnor- - - fPrr-urs that. plant 10 joribs .1.8 acres) 
or Ls, t wheat -
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E. PROIECT ISSUES 

1. A FC's Capability of U'-ng Advisory Services 

The original provision of rnanagomcnt services to the AFC was 

", based on a precondition of AID's further assistanc: in loan financing of 

fertilizer supplies to the Government of Afghanistan. As discuosud in 

the original Project Paper, the previous it-Iifficicncies (:f fertilizer dis

tribution under the Ministry of Agriculture with losses approaching 

40 perccnt, nepotism and corruption, p-rormilc the Government to 

organiz,2 the AFC. A,.; a condition prec dent to financing any importation 
agreed thlt a contract for managementof AiD-financcd fertilizer, it was 

services would be entered into by the AFC. 

This management contrnct was si gned cn December 6, 1972 with 

the Cheechi and Company of Washington, D. C. and provice, in addition 

to other services, thc: following: 

a. Organization of the personnel ancr introduction of all management 

systems and policies of AFC. 

b. Managwement of all cperations of Al,-u tcward ihu achievement 

of a viable corporate onterpri se in accordance with its charter, to the
 

extent possible within the two-year contract period.
 

c. Training of Afghans to porforn competently at all levels of AFC 

operations. 

The most significant aspect of this contract was that it provided for 

the dircet operational control by nine (9) expatriate professionals of the 

organization and administration of the A.FC, with 	Afghan ocuntorparts
 
the organizational/
as trainees. As a result of this direct approach, 

funetion-al structure cf AFC was quic!ly us!ahlished so lbat by September 

at the request cf the Government and based on USAID assessment.1974, 
cf progress achioved, the contractor's services were restructured from 

an operational role to that of an advisory role. Furthermore, by January 

1975, the number of positions furnished by the contractor were reduced 

from nine t o four expatriate personnel. These advisory services in the 

disciplines of general management, planning, financial manageen nt 

including accounting, procurement, transpcrtation, warehousing and 

marketing, continucd until 'larch 28, 197,1, the completion date for the 

services of the advisory staff. Certain residuil procurement services 

arc still being furnished the AFC under this phase of the contract, 

until December 31, 1976. 

P-.T AVAILABLE C04i 
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2. The Problemi of DAP/Urca Application Yatics 

'Ihe prcp.er ratio and tirplicaticn of nitrogenous and phosphatic 

fertilizer h-:s ben a slow dtucaticnal process with the farmers of 
.,,increase fcod producticnAfghanist:ai. The introduction of f,.rtilizer 

is, ccmpSrativly p,:-.adng, a recent innovation, Although the Ministry 

cf Agricultur,; thrcugh its Dcpartm,,nt of Rescarch and Soil Survey, and 

Kabul Univr,;ity thre'u!h its School (f Agriculture, had conducted re

search inl tst- 1bycrps and soil ccnditions, this wvas beyond the 
who in early 1970/71 wascoinpr-Jh cn of the ,.vrage farr:wcr, 

extension agents of ihe Ministry cf Agriculture that a 1 tc 2instructud 1by 
ratio of LAP/urea (cn, bag of bl.ck f,-.rtilizor and two bags of white 

to his crop. This ratie was thefertilizer), is whit shoculd be applied 

result of !,eneral plot tests which inJcatcd that the new varicty cf 

importc. what seed best rc.cpndcd t,., a 1 tc 2 DAP/urca ratio. 

A cc r,. wv.. includcld in the AID loan agreements in recogiition 

of the fact (hat the indiscriminate applicaticn -f Aore phosphatic fLrtilizors 

than wasc optimally required constituted a feicign cxchange drain on the 

of the Governent of Afghanistan. This covenantfinancial resources 
stated that the Govcrnment would initiate research to dctCri.nn the 

optimur. ratio and amounts cf phospalstic to nirugOioUti 

crops andh soil condition,. 

At the November 25, 1975 Joint Evaluation of the project, repre

sentatives asked about the plans of the Government to study the prcper 

application rate of phosphatic fertilizers. A. 1.D). pointed out that the 

question was of Frent importance for the farmer, who might now be 

spending more money for DAP than necessary, and for the Government, 

which riglt.be speniing more foreign excha;ge than necessary for the 

import of phosphatic fortilizer. I e6 "iirevaledthat.bi~tt lP 'ac 

,aOhyas iac~ ctdby th6 0Govrn ntR-atho'ugh the Miistry of 
such research.Africulture and Kabul University recognized the need fot 

".1ar.f......k bp,,aticii~1 .. .. >i g" .OtO. t for consumable laboratory 

supplies prcecluded any coordinatcdl program by either agency. The physical 
are available in the Ministry Offacilities and personnel for such research 


Agriculture and Iabul University.
 

As an interim nmasure, prior to a more systemized approach of 

research on the proper application of phosphatic/ndtrogcnus fertilizers,
 

the AFC. Supreme Council approved on March 9, 1976, the elimination of
 

DAP/urea ratios in all future fertilizer sales, whether cash or credit.
 

an open market with farmer choice to apply fertilizer byThis established 

crop, method and time of application. This action was coordinated with
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tho Research and Scil Survoy De;partrent, MIllinistry of Agriculture, 
which -rc.nrcd printc, -uLidance fcr all AFC sales cutlets tc: l5e used 
in farmer education. (See Annex 5.) 

As a" ".h.. previous fertilizer triil results raisenote:, a 

number of quc.stir ns with ir.pcrt'int i-nFlicaticns for national economic 
efficiency, fcr rr"wth in a,, ricultural uitput an,.! for the welfare cf 

far-rs iL inerally. The implications have specil, siB"ificance for this 

project which ai:s to expan1 the use (,ffertilizer by small farnmers who 
have next to n cpacity to mc rhtks. 'The q...st.ns rvJsod st-in, 

fro what~appcar to be incOnsisteneIes and rather hif.ii variancesIin th, 

qtd4Vitrtelsults...hre .Sccisasessment cf tIto have. obeen n' detailed 
uality cf the3xt:riint,: to dotcrr..Acn ..hther they were ccnducted in 

a r:'.nncr to prcduce credible results,. DO the r0ults in fact reflect the 

eu.,pirical txpurielce If so, a rkolathat far.ers would incur? there is 

tively hig, risk ! ciated with fertilizer applicaticn an-" thelemnafn, 
present cst-priee r tca":i" aF,nct. favorableo, to iluc...an 

incruas-ing nur.mber of farr-wrs to assume this ri!'k except at a 
sk.v rate. 

.... ........ nn ly ,-j ,r'ot.nil
Th....i.. . 'ft . .., .. tor' 

in order to ctermine the oxtent tc which the experln'uinL d.ata (,lon,

-ith other data, e. ., soil analyses) can be used as tho basis-Ter rcorn

rnding to far r-irs, with a fairly hifrh degree of confidcnco, theo 1Ijtrient
 
least-cost "
 dx and applicaLicn rate that wvill provide farmers th 

fertilizer applicaticn per unit of product output. What is the costs-returns 

variation likely to be under the reccmcndation? 1-ow area specific does 

the reco.mendation have to be? low could the recommendatioin be best 

implemonted? Are acditional fertilizer trials needed? If.so, how 
imnplemented and adn-,inistered? It is clear that a study to address tliese 

questions is badly needed. This project provides for a TDY expert to 
address the questions. 

1/ . (depending on the bohavior of cost 
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3. 	 Division cf Rflkponsibility between the Supremo Council and
 
Exccutiv,, ,Cozai~i Ito
 

The AFC Is govrnd, directed and operated in accordance with the 
tornis and conlitiorns (:-f The Charter wasits Charter (ANNEX 3. ). 
jointly a;"rcd to and approved by AID and the Gov,)rnment and remains a 
condition of the AID lcan agreemcnts and will coninue to be a condition 
of any future Project Agreement. 

Thu AFC was 05stablishcd as a joint-stock com-pany on July 23, 1974, 
with an outhorizedl c2.plitl stock of Three Hundred Million Afghanis (Afs. 
300,000,000). The Agricultural DeveAcpment Panic (f Afghanistan is the 
cor.pany stcckhcld r, which ins;tituticn is also the source of farmer 
credit for fLrtilizer and other agricultural inputs. 

The Supremne Council is composed of: 

- Mvinistr -A A.:trlculture;, Chairman
 
- Minister of Finance, member
 
- Minister of Planning, menbor
 
- Minister of M'dincs and Industries, member
 

Preoi.d!ent, cf the Agricultural Develcpment Bank Of 
Afghanistan, Mmcrber 

- Managing Prcsiuent cf Afghan Fertilizer Company, member 

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

The operation and administration of the AFC is in turn turned over 
to the Excutive 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 organizational and functional arrangmnents although 
specified in the Charter as to areas of responsibility, have at times 
resulted in misunderstanding and friction between the Supreme Council and 
the Executive Board. The Joint Evaluation and USAID's monitoring of the 
project revealed that on occasion operational matters were brought before 
the Supreme Council in certain instances as informational matters, but in 
other instances as a means of sharing responsibility for onerous managerial 
decisions. Convqrsely, new members of the Supreme Council, not familihr 
vitih the AFC and its Charter, imposed unilateral decisions regarding 

personnel, retailer assignments and internal administration ef the AFC. 

This situation culminated in USAID's and Embassy's query in January 1976 

JEoSr AVAILALco 
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to the Government as to the future role of the AFC - would the 
cmecrf-anizaticfl be ec-ninucd as n indcpun:cnt 	entity or would it I 

hentity cf thc M\inistry of A,,ri culturo lnriur its 	direct supe.rvision
an 

resclv,2 hy thc Gcvcrnuent thrmu?.h the wxand (tC raticni This issue: 

which by lctter cf February 21, 1976 (ANNEX .1)
Supr,:m(: Council, 

:nd.ithe
rok' of thu A.JC in acccrdamcc with its Charter

reaffirndth'.: 

Covcnants of fhe l nare t 
 . 

Thu Ahility (f AFC lo A.;s.men R.l,,;ponsibility f'r tho S..1
4. 


of r'llth r ifri otu1r1d euts
 

Tho Cla Of th-, AF.C provides t.lat with th-.approvl ef thu 

ml:Y cai un1drt.lak, cther agricultural actiyities
Supreme Cuincil, thCo 

and which would 
which wvould p'(1V~t. tho C(1Ytl.uy's g,:xl s rnd interests, 


inpats and facilities to the fiarmers. In
 
brin!, additio,n,a.l agricultura-! 

.1 ;yr,1 1 -n5i cl d 
Compan"v' " ability te efficiently distribute fertilizers .. . ... .._ILlrccOniticn r.f tlb 

...;f.'kd that thu 
tc farmr s, V. ,,prer. Cunil rcqrhjm 

network (f retailer:. The 
distributicrj of pesticides throu;, its exic-sin-

in ccordinaticn 
Plant Prot,:,ection I.nartlme.nt cf thu -Ainistry of Agriculture, 

identifies aind recommends the prccurcm'nlt
with the Research Dctarmcnt, 

which il turn rawkes 
.. ."- ..... Th v,.-ArwMjlcnt Ban],to.... 1
o1.. 

A.1ie to ........ re, and diS I U
 
the line of credit ,,'aiaa ie 

the AF" in 
;o thlu farmer. Concurrent with this activity,

the pesticides 

coordination with thu Eytens;icfn Departrient of the Minitry of Agriculture
 

cn the prcipor application of pesticides.
attem pts to cducale farre-.ars 

Council has also requestedthe SupremeIn additimn tovarieties
the above,be distributod by ihe AFC. Tho 

that improved meed 

furnished directly from the Ministry of Agriculture seed farmers to the AFC 

for distribution through its retailers. 

The AFC, working in conjunction with its management advisory 

distributicn of 
staff, rOcognized the importance of expanding; th 
relatOd agriultural inputs through its dealers and building up a network 

but all related 
of not only fertilizer outlets (pesticides and 	seeds), 

feed supplerents, herbicides,
such as vet.crinary supplies,commodities, 

a. al jirplumltS
insecticides, fungicidos, , rayer i.e 


andl tools. . _
founl in the rural areas1111 similar -ot!,at 
stop for all his agricultural farningr

tat a farmer can make one 

on proper and apprcpriate.
instructions and guidance

needs, receive advice, 

technclogy in tle application of agricultural inputs. 

SCOpy 
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At tho tilre (-f tIIu Jdmt, EAMI~tticn was raised 
by thc AID A.,ruO.Ot.v"PAN 

n' LrLpr '~ i''\cnt Cfr -tltc lbthat ani \ umlk~rtakinjr 

\\,( ulc] 1ivc tI b. a. scpratc: profit-makingWc.Jt1i- firsct bc 5tuli cI'l 

aciit.r divisi'.-ii AO 

Thuc1 i ambitionis of the AFC in cxpindlin its cpcraticn to 

ru1:tudn~rcu~ur~ inutsis ccmrmcnibh~. rf1, ru is '!. muiA fo;r a 

''falyr.'cr' ,t( rul, whorc thc fin-,cr cculc! rcccive-prA- ucts S Vj3Wll 

thb' AFC4i he too' japid_ Vflsionfjlicdajjcc. Thojbofentiial clangofor 

fiipo6rtant, no, eing conpetcnitly h amr'1h Iev l 
arcquc. ,;f f,: r the,, pvi,~rvicus of ,nA e hria xati 

roco;gniticin hcr thu nee of U ieadvwice, sni managorial giac 

Ospecially inl viuw of pcontial dangers toc fanr,-crs and consumers 

f- tiids A rpy le1pora sulalikc in the U5 

Ivill help to~ assure) the Capability of
311mall by manap.:erial guidan1cO, 


AFO Ic cxpnand into- relacted gricultural inputs.
 

13ESr AVAILABILE Copy 
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INnAN:: I'A I. Co.IrNPART 2. -.CJ :CTr I',C"GhCt'Nl?7 

',CWT C - -P.,,- 3 ,*',C.. " .... ~l1
 
TA"AC. ] :1 


A. A',C;' }{"PCIRY Aiu!.)_P.E-,-; 
CF1" -"
 

As. a Vce;ut of poor ac.ricultural prodUction and the two drought years 

ves;ult iag f ood shortaces la',tingr up to June 1 72, ibe
of 19'0/71 wli h the 

cstal.lishedafter cont'ultation and advice of AID,Governmnnt of Afglvkli. ;an 
Thif, action wa ; COnsiO'crCd,',,rtili;r Conpany (AFC).in 11372 ie Afih: n 

of fertilizeratl inefficient governmntal system
essntial ILor to repl:Ace 


(115 bti. (3fl. and to cC-n oClntr Lho.O;Y ial inlputs of in,, ( 1 s
-th278" ,',)1ltt 

pLt icid'e;, improved sed in ain AiFC distriibution svstenm new includin,

more than 35( r',ll dealeors locate6 in cvery si,,ificant farmin,;/mar ket 

arca in A1 1hanitan, 

m ill ion) for the importation
In adw"it iol to the lopninit lo.ais ("i.97. 5 

tc .!3Hsi-"V7'tc to 
of feriilizzer to insure thlnt the. APC had the product resodCCS 

ant.i-:cntedastnblishadof A.$C wasthe far.mer, the nmanagement structure 

.the-contract with Checchi and Cor,,n,y fron; tecomb2n,
by fi'rst loan financing 


and then grant financing the advisory services after loan
 
1971 Ut, arch 1.975 

m p I 171 fur this purpose fr , .nravnilablfuii-, wor no 

To cnsu:, tati the AFC carried out its funei lo is in an efficient manner, 

re ,-tlt tons a-nd proccure..... ih:, 
and not be bound by restrictive governmental 

was 1uYr'mtc,-dand its operitional role 
integrity of its management function, 

GOA and U;AID. The Charter 
by its Charter, which was approved both by the 

which along with the ,-,pcial
is also a preconL;on of the loan agreement, 

was the basis of agreeent rencle , t 
of the loan agreemuntCovenants" 


of fcrtilizer.
Governrymnts for AID financingi 

Under the terms of the AID grant funded ($3,50,000) Froject Agreeen-ct 

Tit_>port and the terms of the Checchi . '7. m'-,No. 3(6-11-199)-1,3, AF~ 
made' for :.in c,aluatioi of 

ue A'GC, provisions were
and Company contract with 

have or are being met. In addition,
the proje-ct to determine if objectives 

of the $19.5 million Loan Agreement (306-H-017),
under cction 5: Covenants 

AmendatorvAgreemnnt bet,en the Government of the Republic of Afhi'nistan 

under Articlk I1, 
and the United ftates ofAmerica, dated June 19, 1974 and 

the :8. 0 million Loan Agreement (30,3-1-01,) Agricuhur:lo:pcC 

of Afghanistan, Afghan Fertilizer Company !11d 

Input Loan amont e l;epubi li 
1975, provi:sions ark contained 

the United sWtates of Amncrica, dated August 13, 


which provido for the puriodic exchange of information on mriatters related to
 

the operation and mmagement of the AFC 

,MSTpvAILABLE COpy
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As perviously stated, a joint cvaluation of AFC oporation: and the
 
perforwance of thin Checchl and Company advisory rina-cment t,.f w1a
 

held Novcnnb, 2i 1975. 
 The following are highlihts and obselvations
 
in the E\'alation Report.
 

AC , 
its indIp:ndeaut i;1t urity as a has:ine-,. nltity iin an'l, 'r;: its own aCtivitlc( . 
Cp rti0oTn l mm;(It-s wer, hand]led by h:, ,xccutiv, l3 on d of t h\ AFC, \Mhre
'IS th -2 ulp-C MC COL11161 icnCe hn.. in general re;tricted to policy 

i 1, as of the time of the c.valuntion, continuzd to maintain 

(jici h 

- A.C pol i(is with raspci to peJSr:ocll \'Cre On 1 SOund blsintWsG,
 
basis. Fa.1ron;ncl were conotli'-,1Aiiively s..cctctd, -'incd and properly
 
ut'iizc:d,
 

- 'rhu I ly)t',ainer Dealor inaugurated by the, AFC after the
 
A"enid.atory Loan n..) 
 It,,",- Ippear on t1eo cound prinipal

of iliiin i tino.,:.r of rttailes to h'At WJU&ll
.S ur.t C \vith good
 
aallgrial control, 
 and it the sane time esmuring that retail 2' competition 

ceontinuci to exist. Furthermore, th.-ec wan. a recognition on the parl of 
AFC for the nee:d to select or retnin tbosc rctailcrs who expand sales, are 
kn1 wh\d'.c,';aui ii u-U.;L.oU.1 ,, ii.u,.- lr a(f liL ,i inputs, '1141. 

in demonstration plots and other pro.-,otional mneans of cducating the farmer. 

- It was noted that th; AC h'fd expanded its operations from solely
fertilizer distribution into the fields of pesticides, insecticides, and seeds.
Discussion centered around tho managerial ability of AFC to expand into 
other products beyond its primary responsibility for fertilize distribution. 
In this respect, the environmental aspects as sociated with the distribution 
and handling of pesticides was discussed as n potential problem area for AFC. 
This was identified as an area of activity which requires further stu, y. 

- The discussion of research to determine the optimum ratio and 
amounts of phosphatic to nitrogenous fertilizer by crops and soils high
lighted the relatedl question of Government Subsidies to AFC and the potential
reduction of and savingns of foreign exchange by the Govenmcnt. 

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

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

l AVAILABLE COPY 



-14 -

D. FRCJECT DIG,N 

1. "h i Lo;ical Fr:an.,work 

(ic following.pagcs ntitled "Log Frame"). M 

2. Narrativ. l i'cut-;,;ion 

The inputs: ncc.'s:ry to the UchivAemeat of outputs and p)urposes
 
arc summari zcd !. followv.;:
 

- .:tT:viiml'; Mi':: Advisor (21 mm): ":hlsadvisor will proviW.,: 
assistance and gu idnnco to th,. I;C on a.,1%FCc tiVC Coin.itt'niW finan ial i, 
mneat, stratalic plumiug, vAuluation and gonernl mailgolnluat. Ila will also 
servo as the tc:-n Chicf of ':"ariy and as Chief Training Advisor to AFC. 

- FinaniA, Adyis:or (i inni ): TiiO f..tiom.s of this Mvisor v.l Udk 
....m impro'v'i A,."sccountikq system iln ways such .1. :. co1fu[,Li

zaItion, further regional ization and simplhication of existing systems. 
will "na1ke pariodic visits to the regiols for purpo,,s of provicin" advmecd 
finncial traiidng and guida'ce on tho application of approved procedures to 
specific rrin a, " . u ... . .... . 

- 3f.ar!:.Jtim and ,1, AhNvisnr (24 nm): This advisor will provide 
services to tv.,o principl p'-arllnt i. arkuting Dcpartmon and th 
uSupply iad Di,'tribution D ,:artmunt. in addition to assisting in upgrading. AFC 
mark'sting" suply and dittributi.'n capabilities, this advisor vill assist A,",'
in intcrnatic nal procurem"Pt and oth1r Pr,'i cultural inputs. 

- Ehert-Trn' APY-o-Ch,.mical Advisor (12 mm): AFC has bon designated
by the G.VA to distribute pesticices and ether agri.ultural inputs for plant 1n1d 
animal protection. This ney' activity must lx% developed very.carefully be
caus';e of potntial danger,, to hunan life ind th, environment. This advisor 
vill assist in training AFC 's agro-chcmical. staff in the use of agro-chcmic:1ls 

and the recquirements of agro-chemn ical distribution programs. 

- Agricultural Economist (8 nm): Results of past fertilizor trials on 
wheat reveal inconsisteneies and high variances. This project will provide a 
consultant to assist the AFC in reviewing and analyzing in some detail past. 
trial data for naking recommendations to farmers, with a fair degree of con
fidence. If additionul feo rtilizer trials are needed, recommendations vill be 
presented on how such trial, should be implemented. 
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LOG FRAME 'MANAGEMENT cUPPORT FOR AFC 

Goal Indicators Verificatin A .t 

To increase the agricul-I 

tural output of 

Afhardstan and to 
increase small farmer 
income 

- Annual increascs in agricultural production 
as follows: 

Wheat: at least 3 percent 
Cotton: at least 10 percent 

Other: at least 5 percent 

- Increased 'n-<:nc to participating small 
farmers by Ais 101 million in I"97S-79 over 
the base year of lt74-75.* 

I Mirlstry of Agricuhlure rcpm-s 

Food Procurement D,'partmcnt 
r ports 

- AFC reports 

- Agricultural D,-velopment Bank 
(ADD) reports 

-

-

GOA ricz" sa:nr prans 
t ctr. ar .. : , 

c,'::,n., 5u::.r, 

A'r--cu:ur::! ' 

I*r1% .2 c%':':nc:t,, i pr ve 

its c.-.:'* pr,m r:am. inclui.ng 

crc!it to sin:111 farmers. 

-4 

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



LOG FRAMIE MANAGEMENT SUPPORT FOR AFC 

Purposes End of Project Status (EOPS) Means of Verification Assurnpl:ens 

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

- One or more retailers in each 
agricultural producing MinorCivil Diision. 

- AFC records and reports - No natural disasters or 

insect in:.states. 

- Increased use of fertilizer: fron
-974-75 6 2. 147 ';NT to 1978-79 
30,000 'IT 

Increased number Oe small wheit 

farmers using fertilizer; from 
1974-75 31,(5 to 1978-79 
("5.000* 

- USAID monitoring of AFCoperations 

- Agricultural Development Dank 

reports 

- Other donor and GOA agric. : actitics.. ch 
e . uorpnt p-ej:urt purpose 
are mntb:tned at current 

levels of effort and efficiency. 

- Increased fertilizer sales to sm. 
wheat farmers: from 1974-75 
13,424M to 1978-79 25,543 1, 

(0 

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



LOG FRAME MANAGEMENT SUPPORT FOR AFC 

Outputs Indicators .Means of %cficae:n A.nsumpions 

1. AFC producing timely, comprehen-

sive and realistic plans. 

l.a. 

b. 

Plans for 1977 and 1978 prepared and appreved 

before beginning of respec:iv.! years. 

AFC/Advisors prepare quarterly progress targets. 

- .\FC recoris an,! 

- USAID en:critorin, 

operai-'-s 

,crers 

of AFC 

- AFC rum.n2;s an 

.n...pc. t 'siness 

enfty in ace'rance 
%:ith tcr-m. o. its 
chacrtr. 

2. AFC operates without advisory 
assistance, 

2.a. Top managcment is conducting international Nusiness 
transactions including internat onal fertilizer pro-
curement. 

- Ag-c:tura! D'.elopment 
l-ank: reitorts 

3. Distribution network decision-
making patterns established, 

3.a. Writte,. delegations of authoritY operating effec'ively. -Sitc vislts by AFC/USAID 
personnel 

4. AFC conducts own staff develop-
ment. 

4.a. Training needs and opporturitia s assessed and spe
cific individtls assigned for ,raining. 

b. Afghan trainers conducting courses "-ithout assist
ance of advisors. 

U) 

!I. 

5. AFC has established a pattern of 
sound financial management. 

5.a. 

b. 

Operating epenscs not more than 8 portent of 
value of sales. 

AFC's acc-unting system is nidntairing tir. ly and 
proper financial management rcports. 

c. AFC's accounting system al-pLed'to regionnl offices. 

o 
0 

6. AFC has developed adequate 

marketing, supply and distribution 
capability, 

G.a. Warchouse inventory records ;ystcm functio.irg 

and orderly warehouse opera' onal procedures being 
used. 



LOG FRAME . ANAGE.NENT SUPPORT FOR AFC 

Outputs In cators j . ans of cation 

6.b. Procurement of products at least six months ahead 
of deaand. 

c. Inventc.v lcsses are less than I of 17 of sales. 

7. AFC markets other agricultural 7. a. 1977 sale- include pcsticides, veterinary supplies, j 
inputs, seeds, etc. 

b. Sales of other ag-rictltural inputs as follows: 
1977 - 30 million aft5; 197S - 35 nilliun afs. 

8. AFC decentralizes specified 8. a. Adequate facilities and procedures etablished to 
'warehousing, marketing, distri- support Fall, 1977 ,ales in all fiv. regional 
bution and accounting functions locations. 
to regional offices. 

9. AFC establishes procedures for pro- 9. a. AFC agro-chemical:; staff traiaed by contractor 
curement, distribution and safe agro-chenicals specialist. 
handling of agro-chemicals at the 

0 retail level. 

10. AFC establishes optinu-n ratios by
region and/or provine for applica- 

10.a. AID-provided agr-cultural economist provides
recommendations to AFC regarding eptimum r ntiost 

tion of DAP/Urca to imrprLant crops! 
(wheat, cotton, sugar). 

0 

0 
0 



LOG FRAME 	 MIANAGEMENT SUPPORT FOR AFC 

Inputs 	 Indicators 'Means of Verification Assumptions 

U.S. 	 1976 1977 

I. 	 Advisory Services 
a. 	 MNanagement and Training 1. a. 12 mm 12 mm - ProAg sig-nud - Contract advisors arrive 
b. 	 Financial b. 12 mm 12 nm, NLT Jan 1977 
c. 	 Marketing and Supply (to in- c. 12 mm 12 in - P,O/T issued 

clude international fertilizer 
procurement) - Prcenc of Advisors - AFC budget approved 

2. 	 Short-Term Consultants - USAID monitoring of the 
a. 	 Agro-chemicals 2. a. 6 mm 6 mm project 
b. 	 Agricultural Economist b. 4 mm 4 mm 
c. 	 Training Specialist c. 2 mm 2 mm 
d. 	 Otier d. 4 mm 6 mm 

3. 	 Home Office Backstopping Sup- 3. 2 mm 2 mm 
port for Offshore Fertilizer
 
Procurement:
 

4. 	 USAID Direct Participant Training 4. a. U.S.: 2 x 4"mm 2 x 4 mm 
a. 	 Executive Level Management b. Third Country:
 

Training 13x4mm 13x4mm
 
b. 	 Courses in fiscal, agro

chemical, inventory control.
 
marketing, etc.
 

GOA: 

1. 	 Offices and Transportation 1. Adequate facilities, offices and trarpsportation made available. 

2. 	 Fertilizer 2. Fertilizer supplies on hand adequate tc meet existing need plus 6 months inventory stocks. 
3. 	 Personnel 3. Countcrpart staff in-place and fuuct oning. 

4. 	 Storage 4. AFC Repois 
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- Cthor ".hort-Torm f'peciallsts .(Omm): A neCd for a variety of short
term ,pci tis anticipat ,din such fiuld:; as agricultural economics, training, 
voteriwtrv, medicin s and pirof.ram aso,!Sesment. Thes, cmnsultant:.: will be pro
vid,:d 'v: needed and as agreud upon by U2\AID and AFC/GCA. ,Ihort-torni 
corn:;ultants v','5 he rPquired t'astio t he AFC and the advisors in identifying 
:rid ::tr,.tuvinvi pr.mea; in :iro-econoric:. (fertilizer ratio and :Ipplicati on 
to lrodu ct :o), ,om,.r record-keeping and control and other operational 
and f-CU M 1 :t7'.'.. ,"ich nay ["u idnit ifi d ' .chdit ,:hort-te m :r;si:t'ico'. 
IlaIt":(i, A ticiptLd that a c;hort-terin training speci!Alis,;t will he rc
uire to aahi tle Ch'e[ of FParty inorganizin. .,nd..-etting 4-ion-the-job. 

"-'ing.:gr'gri, 6iort-tern. foreign i~1~WT~ a~~nd' fononl-degreo bublness/
' ~it tcb~oo traiin' program for solec~ted AFC staff membrs. The 

function-I arl,.2',uiri; the above training include, among others, ac
*;xIcount i,,.o,, sieck control, warelhousing and storago, ,..1
 

proct, tr(-.s, .fei":'_education techniques, offic. 1',ocCurms, coninlercial
 
doenrontritornoia, aInd Ins a sccond language.
 

- C"tr.~L Qi e~orne.-3,f.(:o Lac.o~ph,-,, (4etn r): There will Ix
a reqJ'U117CTirementI"' 2o conitractor 11n-'Q.pnffice support in connection
 

.....nayl . Ai C'in procurermont and import of fertilizer.
 

to scinor 0_ he.At oualified rman'-mt U.,'% :111aot sta.fl for training in trh 
third ccun,':ri:s: in business ad-linistration and oth "rdiscipi a1s such as 
fiscal, agro-01:eimical, in,entory control, marketing, -tc. Hcwever, emphasis 
will contin'.,2 to,I- given to on-the-job training. 

3. Othol. Donor and GCA Activity 

A largo nunber of other donors have provided agricultural as:i;tance
 
to Afgh.,ni.sLn during the paist twenty years. The Uhas assisted with
 
livcstock and irrigation projects and othcr activities ass:ociated with in
crasing .,g,. The ,Gfrmans have worked area developicutu..al production. on 
mont in T-'hia Province, the project oncompa'siing practically all activities 
usually ..oc!I.ed with rural devd opmont. The French have done substantial 
work on imprcving cutton while the Indians have worked on rice and potatoes. 
The PRC has conc'a'rated its assistance in developing irrigation. The British 
and others havu bueu gene .rlly associated with the implementation of agro
industrial projects such as cotton mills, but have dono some irrigation and 
water resourccs work as well. In-so-far as fertilizer is concerned, the UNDP, 
the German, Japanese, Russians and several Arab Itatos have all madc vnmiylng 
amounts o'. fcrtilizer available under a wide variety of concossionary, including 
giranot, tr~nn. Eoo sunch asistanco will likely Continue. Howeor,
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The FAC, WFP, lPRD, ADID and the IJNUP each have projects under
way to a::sist ariculturT lho.. projecto, proniting r rcr"dit, 
coop1rt.livo dvcpL~c;lt, rurnl public wofrk:, w'vter mannigmicnt and irrigation, 
and rural road; arc m :st in;,portant tou jccQ.; of the fertilizor lroijyot. 

wL':r, no (Ahl:u' donor has ,hwn any intorest in Lrtilizur Ci:tribution and 
Is not Iik.,1y o de !:o. 

'Th. %,70ol . , W- Wiwi'. la)vdui.pm:,nt .Pank, tbh. T. N. n ,
 

Germ .; aic 1 tll.! Fritih trve :ill sp-ken ef thir intEcrest in thi; proj,,ct
 
but on: ar, Wn vx in fianeing thu tec..i-:cal assista.ic, requirkd. TL.
 
intor,:;t ol tI .:. "'.:v,il'i:c fr,.,r:L that of th, -,,Mrld Eark which 1is olpini
 

'friahoe 55i,0 tm"ofrt icrt~llzer storage cipacty to that of the Gur uns who 
hav.\, :xpr,,s::scn itAcr. st in fi nncin n .rain stura' Irograin oporatod 
by the Inht Ai,' if anr ar.ngorniot i;r:inu for technic'l aosist a.. 
to be supplid c, ss:iJSt it- its nagmnt. 

Af.:h:istahs !tsJ.cn, an ,., to i:wrca; th. availability and con
sumpnItic, (f fcrtili.cr. Tho ave been spomic campaigns as wel1 as long
time) pr,,lr- ; codueteU by the Extension ervice; fcrtiliz Dr trial; havc been 
conc.uctedl: fRortilizvr has been subs;idized: a urea plant Was construCted and :1 
.. a.:€ ... ....... ....... ,,,,,'-C (l' n n with rlpihasis on ways to finance.
 

sinall prcc:ucors, 

In th are'a of nia;pow.or, Kabul Unver:ity ic traini . t large numnbcr of 
agriculturists and cnsid erable nunibers of people are boin,,., sent abroad for 
advanced or specialized trainin,- in agricu1tural and rel:,tod fields. A nurb(.r 
of countries and international ortganizatio'ns, are coming, forth with cffcrs of 
money fer ianvnpowor training, some of which will be used to furthor promote 
agricultural development. 

,aes 



- 17 -

PART 3. l1MPLEM-TNTATION ARIIAN(,EMENTS 

A. PPT NTWO] l ANIP NA!U.ATP.'E DJSCUSSION (Bee following 

two pa,ges for PPT chart and list: of ('PIs.) 

The Prnject Performance Tracking IPPT) network for this 

I)'oject will utilize thrce tracks: Documentation Track - CPs 
show the date of the sifninv of two ProAgs required by project; 
two evaluation CPIs are shown, The first evaluation appears on 
the chart as being scheduled one year after the ProAg has been 
signed. l'owcver, the advisors will ha:,e been on the job £0." only 
about six months. This relatively time of plnjeCt-;ort activity 
will requ ire an evaluation in order to coincide with the AID budgeting 
cycles. AFC Mn:i~ement Track - The first CPI shows the arrival 
of the three p'inc?)Ipal c.ontract advisors to be January 1977. This 
would apjea. to be sufficient time (ProAg signed six months earlier) 
to allov For cecruitincg, processin.r and travel. so that the adc'Lors 
would arrive on schedule. Othcr CPIs on t.his track celate to A FC 
counterpart training and management impro'ement activities to 
which the -advisors will be providing expert guidane, although 
advknnr, rlo not have resonsibilitiv for impleimentation of these 
SystCms17d.r se. A:EC Opcrations Tr:ick - These CP!:: center around 
the operational objectives of AFC. Key to success'ul completion of 
CPIs wiill be thc degree to which the advisors can dCtcct problem 
areas, work out vel.l-eonceivcd solutions, -nd instigate timely 
acceptance and implementation of solutions and procedures by their 
A FC counterpUts. It is anticipated that the PPT network. 

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

B. EVALUATION AND 3ASELIlE DATA COLLECTION 

I.-Project Design 

Given the Importance of fectilizer in food grain production In 
Afghanistan, there is , need to pay particular attention to the means 
of expanding fertilizer use. For Afghanistan it is a matter of either 
using fertilizer or imijouLing wheat. The revised project purpose addresseti 
this need, i.e., "To iuerease Afghan farmers annual usage of fertilizer 
and to spread use of fertilizer among small farmers." Achieving the 
project purpose, how'vor, requires that the problem be looked at from 
several points of view: (a) the development of complimentary Inputs 
such as improved irrigation (see Central Iell,Wrainage Project 

b-ol VAILABL- oT 



Country: 
Afghanistan 

Project No. 
306-11-q9-143 

Project Title: 

Amendment to Management Support for AFC 

Doe. iX 

Apr. 1976j/ 

/ original 

/ Revision 
f 

Approved.-
April .4. 

.1 

Cf5 DES 
Date 

Re spon-
sibility Date 

Respon
sibili ty 

1. 
2. 

Jun 76 
Jan 77 

F Y 76 ProAg signed. 
Three advisors arrive (.Manage-

US.AIDGOA 
AID/W 

12. Jul 78 All AFC participant training 
completed and participants 

Contractor! 
A17C 

3. Apr 77 

4. Jun 77 
5. Jun 77 

6. Jun 77 

ment & Training Advisor; Financial 
Advisor; Iarketing and Supply 
Advisor ). 
AFC FY 1977 budget approved 
( Ag-ha year 1356: Mar. 21, 1977 
through Mar. 20, 1978 ). 

AID project evaluation. 
Written delegations of authority 
operating effectively, 

AFC completes international 
fertilizer procurement with 
limited advisory assistance. 

GOA 

USAI) 
GOA 

AFC/ 
Contractor 

13. Sep78 

14. Sep78 

15. Sep 78 

assigned to responsible, 
approprtate positions. 
YManagemont counterpart 
trainLng completed. 
AFO conpletes international 
fertilizer prccurement without 

advisory assistance. 
AFC has established and 
implemented procedures for 
procurcmrent, distribution and 
safr handling of agro-chemicals 
down to the retail level. 

Contractor/ 
AFC 

AFC 

"AFC/ 
Contractor 

0 

7 
7-

.z. 

7. Aug 77 

8. Sep 77 

9. Apr 78 

FY 77 ProAg signed. 

AFC completes decentralization 
of specified warehousing, 

marketing destribution and 
accounting fuctions in five regional 
offices. 
AFC FY 1978 budget approved 
(Afghan year 1357: Mar. 21, 1978 
through Mar. 20, 1979 ); 

USAID/GOA 

AFC 

GOA 

16. S~p 78 AFC/GOA has established ( and is 
able to edulcate farmers regarding) 
optimum ratios (by region and /or 
provinces) for application of 
DAP/ Urea to important "rops 
(wheat, cotton, sugar, etc. 

AFC 

10. Jun 78 
11. Jul 78 

AID/ GOA joint project evaluation. 
AFC conducts staff training 

USAID/GOA
A-C 

courses without advisory 

assistance. 
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CRITICAL PERFORMANCE INDICATOR (CPI)NETWORK 



Paper) and seeds, of fertilizer responsive plant varletins; (b) 
research to develop anti test appropriate fertilizer an, related 
packageG together with deOnOnstration and extension inputs to 
promote farmer understandring of necessary input and manage.
ment practices; (c)appropriate delivery mechni.ms in terms 
of marketing f rtilizers and proviu ing credit to distributors 

as well as farmers; (d) the question of subsidies to promote 
sm'll f,.rwr' adoption of new practices also merits critical 

ex-amination lIlowever, this project design adcdresses the 

project pu:pose only from the fertilizer delivery mechanism 
standpoint (c. above) and a simple m:nagement ,tpproach is 
used. The development hypothesis at the output to purpose 
level statcs that I carefully dclincated Improve-Ipanagct 
ments and 'sysfems can be made fully operative, At the out
put level, then prcogress can be made toward the project 
purpose as, measured ii modest, quatififab!l ePd-of-projeCt 
status indicators. .No doubt' If the entire rn'ne of sync rgist1c' 
pr d 1< ator. re being addressed tlirough a Unified and4 
e6olrdinatedzec or approach then'gi'eater purpose level gaips 
OWidbe expectedi Unfortunately, this isnot the case. At 

present, nearly all GOA and donor agriculturall vffot do 
profess to addresS, in some form or another, this project's 
agricultural sector goal, i. e. , "To increase Cie ,gricultural 
output of Afghanistan and to increase small farmer income". 
However, the present reality is that projects are frequently 
poorly desitmed and poorly implemented by nearly ,ll patties. 
Lack of sector coordintion is the rule and fragmentation of 
effort resulting in slow, if any measurable progress, is the 
Inevitable outcome. Thus, this project design, while having a 
goal, does not make any pretentious claim to being instrumental 
In greatly affecting the goal level statement. Nor for that matter 
dc.2s the remaining project design claim to be solely instrumental 
In bringing about change at the purpose level. This project Is but 
one 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 activities which impinge upon the project 
purpose are maintained at current lcvcls of effort and efficiency." 
Surely, without this stipulation, there can be little hope that this 
modest project can assist in affecting the needed changes at the 
purpose level. 

cp, 



2. Evaluation 

One of the reasons for this amendment stems from the fact
 
that n number oi evaluation difficulties were encountered In the
 
November 25, 1975 evaluation, which difficulties lece"fs itated
 
project redesign. These difficulties incilided:
 

a. Inconsistencies in and Lack of clear relationship 
betvecn two versions of the loricd] fvamework. I Soe the Cntpital
 
Assit:am(., PapeR_ ACm,vinistm 
- A r: icu tuc' Inputs. A1P--)LC/ 
P-21 18 d June 2h, 197.5 and tho Project PL:per Man9.g.e.cn[ Support. 
for t) i,1hrn Fc'tiliz,! r Compmv, TOA I) A-73, (,atcC' December 
8, 197.1.) 

b. Lack of sufficient detail and explanmation of the matrices
 
presented in theso papers.
 

c. Difficulties encountered in applying these matrices in
 
project evaluation.
 

d. Criticisms that insufficient criteria existby which to 
judge thu pcormancc. of the contract mrm gemelt I .m; *,nd 

e. Lack of AFC and contracthiy team involvement in the 
developmont of these matrices. 

In an effort to overcome these difficulties one of the tashs under
taken was to greatly exptind: and hopUfully to better define the Output 
Indicators. It will be remembered that the development hypothesis 
by which outputs are linked to the purpose is a manngn:ent process 
by which staff training, improved systems and new programs will 
be molded together to produce a self-sustaining organization capable 
of affecting the project purpose. Givvii this hypothesis md the past 
evaluation difficulties listed above, careful attention was given to devel-

Lalist of Outputs and indicators which would allow verifiable 
measurement. It is on this list of indien,tors that evaluation will be 
focused. In addition, the PPT network relates Critical Performance 
Indicators (CPIs), which are primarily output related, to each other 
and to time and as such will provide a further basis for which the 
regularly scheduled ovalutions of actual versus planned performance 
can occur. The following evluations have been scheduled: 

BEST AVAILABLE COPY
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- June 1977. This will be approximately six months after the
 
advisors' arrival. (CPI No. 
 4) However, It must be noted that this
 
early eCVluatlon Is necessary If the results 
are to be in hand In 
sufficient time to provide guidance for negotiating a F'2 1977 ProAg,
the last year for which obligations c-n be made. Since it will be
early in project inplonentation, the first evaluatlon will primarily be 
a USAID effort, and will seek to mrasure perform!,ncu primarily at
 
the input to output level.
 

- June 1117S. At this time, a joint USAID/GOA evaluation will be
held to me,re perforinance prinCil.)ally at the output to purpose
level ,ndl zIlso !o look at pcrforn cc against the end-of-project
 
status indicators. (Sce Baseline Collection below.) For this
 
evaluation, AID/WV participation is invited. 

3. Baseline Collection 

Measurement of the project purpose requires that baseline

data be collected. It needs to be noted that this is no mean task in
 
Afghanistan, Ofton, 
 proxy data must be used in place of original 

I)~.J~ 1:,4h n.fCnl ",.1- chn~. ;- 4-1- -:4-1 ,7

Agric[ultual tDevelopment Dank (U:'.DB) data have been analyzed to
provide 1974-75 baseline against which I,78- ,;end of projcct ,tatus 
will be measured, ag:in using proxy AD1 data (See PART 4 
E(onomic Analystis of Beneficiaries.) ADI3 data p'rovides the only

continuing and reliable 
source of proxy data gathering now providing

Information useful for measurement 
at the purpose level. 

The following quotation appears to be tailor-made for 
Afghafhistan. II; axes ii'ted from:i. 
 a paper entitled "Fertilizer Issues
In the 1970s and Beyond," written by Graham F. Donaldson, 
Agriculture and lural Development Department, World Bank: 

"The attalnmint of an effective fertilizer 
policy is seriously 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 retail and wholesale levcils 
and usually none on what stocks might be held 
beyond the farm gate. Similarly, it Is often 
difficult to determine what I)roportlon of orders 
placed In a given year are delivered by a particular 
date. More fundamental Is a paucity of information 

%NIV~~ COPY
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about the farm uses of fertilizer, including 
Imperfect knowiedge on where fertilizer Is 
used, on which crops ard at whaNt rates, 
what proportion of farmers use fertilizers, 
whother these fertilizers are purchased on 
credit or on ,ca;h basis, and in particular, 
what the response is to the use of fertilizer 
in terms of ullits of outpu~t per unit of input. 
Ouch information is, o course, essential 
if there is to be any rcailistic domand fore
casting in th Sh(.:t run; and foe Ilongert' r.nge 
planning, more (ata are needed for any sensible 
lnterpretation of what implications or change in 
availability or price of fertilizer might have in 
terms of crop output, and therefore of ap!roproate 
policies. Very often, this price relationship is 
of prim.ry imporino.n ntie..,lly when 
fertilizer is used primarily on foocigr'ains, . . . 

AFC falls far short of nearly reo-y necessity required above 
for effectivo fnrtilizor pnliny rnnqgnmont; which mnnnmrrment this 
project wIll n..-t l part and I t A 
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PAPT4'I. FINANCIAU ANP -. CNG!l ,NALY8IL 

Af!,.hani :tan contain.; 63 nillion hecP:..'es of lind, most of which is 
Cither llnount~tifllols or a rid(Iv.-aste. 11, mat.s l,lace arable land at 
8 million I ctare:; withIless thin -1million hctaru's under crops. 
While' the aroa of cropped dryland amounts to 40-.1, percent of 
croI;jt'I irrigate i Ia wd, production from th' forinmer is only a fraction 
of production frem the latter. 

The country', soils are mostly structvirelesm, typically allmlinmu and 
charactel sti call) have a very low level of fertility. The soils arc" 
high in calcium; low in orn,mic matter, avail:dlc. ntroen and 
phos ';hIrotls; and medium to h.i..h in availalle polas!"ium. Lack of 
organicrimatter ms resulted in an unfavorable physical condition of the 
soil fur high crop prodUcltIol. 

rop is the staple of 
the Afghan diet. Cther majer crops, but decidedly secondary to wheat, 
are corn, barley, rice, colton, sugar beets, fruits rLld vegetables. 
The yields of field crops are low. There are a number of reasos for 
t 4,1 ..... I~ ,n ,. ..-	 he soil. 

h'et is by far the country' most :!eprt:mrt (!nd 

e 'Ihll ,,,. , th-. n-.-ri.nt lovel of 

Creps generally respond well to comirnercial fertilizer, although 
fertilizcr trials show substantial variation in respone from time. to 
time and place to place. M_,ore experimental work has been done on 
wheat than any other crop. The trial roesults have not been as consistent 

as we voU like,- In some cases there was also a high degree of variability 
for a givel. treatment. It would nonetheless appear that wve cal make the 
following generalizations from the fertilizer trial data. 

, iatdoe respond, to. phosphatic':fert~Ul~er alOI. Th"" : ji ix e' 

t. ,W O.however, and as shown later, costly. 

- lmore so than to phosphatic 
fertilizers. And if only one of the three nuti.ients (N, P, K) is 

1/ 	 See Tables 8-1 through 8-4, ANNEX 8, for
 
summaries of trial results
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applied, nitrogen is the Most important. The trial 

result; wv'Crc rather variable %.hiun N was applied alone, 

howe v"r. 

- ~etuI - bb 

A. 	 GOA CONTPTUTICN 

The AFC's draft S vcn-Yoar Plan projects thl foll.wing costs- / 

for the first thrc years of the plan period. 1355-1357 (1976/77 - 1978/79). 

$ 1000's 

197(/t7 1,W77/78 1978/7C 

Cost of Goods Sold 	 18,263 24,891 31,085 

2,611Cpurating Expenses 	 1,555 2,071 

Depreciation 	 153 '22 273 

119 119 119Interest 

1,224Cap1pital Ludget 	 160 956 

No subsidy is noded, according to thc: Plan, to maintain a irinimum 

cash balance of afs 700 millici. While we consider the projection high, 

we will nevertheless use it, adjusted for non-allowable costs, as the AFC 

For it clear that the Afghan contributioncontribution to thu projoct. is 

will be sub.tstaPgreator than the 25 percent requirczd. The U.S. 

fertilizer loans have been cbligatcd. Depreciation and interest will be 

o* vuc I from the list. phproje e; 8"'6 "d* 

ienin COI1 r , Prreeedcj operating eens es and ca0pitad 

costs include an allowance for 
en the basis of the foregoing,46k" 

the Afghan contribution to th. project would be: 

1/ 	 A conversion rate of afs 57/'p was used in
 

the draft Flan
 

~~Go
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00A (Ccntribt.- ic i .1 00 : 

1977/78 1178/79 'Pr'J'AL 

Cost ci uioous Sold 2.I, 801 31,08. 55,L76 

Operating Expenses 2, C71 2,611 4,682, & 

1,.9., 2,180Capital Outlay 056 U _/a( 

'TCTAL 27, ' 8 34,920 62,838 

13. U. S. CGN,1' I I IGN 

The tv.'o-Ycar U.,8. contribution to the an-cndci project. all for 
porscnmA and po.}ti cipant:;, will total ,!877, 000. (Totul three-year project 
cost is .i,,1250, 000.) 

AID Contrib.ticn, ure ExpontiBasis 
C..1 0 (1 

1977/78 197P/7P- TCTA L 

Personnel 350 443 73 

Contract (350) ('1,13) (793) 

Participants 42 42 8,4 

TCTAL 392 485 877 

C. GTHE PCNCR CCNTRIT.UTICNS 

While it is very unlikL ly that some commodity assistance will be 
forthcoming from other donors, the, draft Seven-Year Plan shows no such 
assistance and we aro avare of no commitments. \; :ccordingly show 

no assistance to ti: . projoct from other donors. 

D. SUTIMAPY TAB3LE, SOURCES AND USES OF FUNDS. 

The following table summarizes the sources and uses of projeu, funds. 
The AID contribution is a small fraction of total projeot. costs. Wh4ile the 
host country contribution is very lik.ely overstated, the GOA will in any 
case be providing most of the project funds. 

C,O 

-0 

J 

4 

d 



'rAPLE 1 -- Sumvirary, Sources and Uses of Funds 
($1000s) 

AID GGA 
11LC Aif, C'AL..

10 2,11 2,9CPerscnnel 793 

--Participants 84 

- - 2,747 .28,563 58,310ComrcditiE 

117 .,,10 2,327Other - -

TOTAL 877 - 29,874 32,964 63,715 

1.4 98.6 	 100.0Percent of Total 

E. 	 DELI2RD COST OF FE'TILIZE.: 

'Phe follcwing, table shows estimates of the delivered bost of fertilizer 
tc AFC v,'aro.-': under pr,scn: ind projected short-run prices. 

TABLE 2 - - FeI, .lizr Costs; Doliver e, to AFC Warehouses* 

Nutrients Price, FCB Ocean-l Cvurlan' Total 

Product N - P -K /DAT (/... /MI,) ( 1W T) 

DAP 18 - 46 - 0 160, U.S. 40 •40 240 

Urea 46 - 0 - 0 115, U.S. 40 40 195 

Urea 16 -. 0 - 0 115, Mazar 0 21 136 

TS jP 0 - ,;46 - 0 120, U.1. 40 40 200 

TSi1 0 - 43 - 0 155, USO1E., / 0 23 178 

Li 0 - 0 -60 1,10, NW ur 40 40 220 

• Source: AFC 

1/ To Karachi, includcs insurance; 
2/ $26 in Pakistan for rail freight and unloading; $14 average truck freight 

In Afghanistan 
3/ Delivered to border port; 
dl/ Potassiur- Sulfate. Throughout this paper, P isused as an abbreviation 

for P205 and K for K2 0. 
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Assun.c, as is prcjectcd in the draft Sevcn-Ycar Plan, that AFC's 

operating costs will an-ount to 8 percent and cthcr costs to sli ;htly 

ever 1 pcrccnt cf sales. Assum also that rotailcrs will obtain, as 
5 0

they currently dc, a muark-ulp of afs, 20 per 1c!bag cf fortilizer.-

Cn thuse assur'pticns, thl financial cost of Jcivaring fertilizer to 

farr,.crs at rotail r-utlct is shcwn in the fcllcwin tabl,. 

TABLE 3 -- Financial Cost of Dolivoring Fertilizer to Farmers 

Cost at I Gctail ;/kv Nutrint at RlnftilOutlet 

Prcliict an,. Somr'ce ,/,N T N ... 

DA P (U.S.) 269 0.33- 0.452 

Urea (U.S.) 220 0.470 

Urea (MVazar) 156 . 33 - 

226 - 0.491 -TSP (U. S.) 

SITh? ,L 202 - 0.470 -

PS 	(NWN Zurop e) 247 - 0 12 

* Same price assumed as for product of Mazar plant. 

1/ 	 Based upon AFC projocticns, sales run about 102 percent of 

cost cf sles for fertilizer. Operating costs plus other costs 

would amonwt to 9,3 percent of cost of sales. 
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On tho above costs, the "llowing tables show the financial c.ssts of
 
dcIivcrin:; the nutrients of the fertilizer treatmjnts used in fertilizer
 
tratmwnts used iii-fertilizGr trials in 1968-69, 1969, 1:970 and 197.1.
 
In each case, 4h, ],\VowSt--cost source of the nutrient is used, -- Mazar
 
urea for nitreg'-n :ind U. ". DAP for phcsphorcus except for these
 
treatnmts where p-hosphatic fertilizer only is applied, in which case
 
USSR triple-supor phoslhato is used. 

TAPILE 4 --	 Irrigated Wheat Response to Various Fertilizer Treatments,
 
Treatre-vnt Cost (at Retail) and Betail Cost .fFertilizr
 
Needed to Producce Cne Y~rtric Ton of Whoatm 

Mean Rotail 
Increase in Treat- Cost of Fcrti]iz,.r 

Treatment Mj'ean Yield ment t: ProduceWheat Yield over Needed 
N-P of wheat Treatment 1?I Cost . MT Wheat 

No. (Kls/ha) (Kgs/ha) (MT/ha .$/... P,/1' ) 

1 0- 0 2100 
2 0 - 40 2190 0.0 1880
 
3 0 - 6. 2519 0. 3Ff 2 S.-fVU.. 14
 
4 0- 80 2628 0.438 37.60 85.84
 
5 0 - 100 2409 0. 21 47.00 21.4. 61 
6 67 - 0 2884 0. 6 J4 22.71 32. 73 
7 67 - 40 3212 1. 022 40.79 39.91 
8 67 - 60 3395 1.205 49.83 41.36 
9 67 - 80 3285 1.095 58.87 53.77 

10 67- 100 3395 1.205 67.91 56.36 
11 133 - 0 31.76 0. 963 45.09 45.73 
12 133 - 40 3723 1.533 63.17 41.40 
13 133 - 60 3650 1.460 72.2.1 49.46 
14 133 - 80 3869 1.679 81.25 ,18.39 
15 133 - 100 4125 1.935 90.29 46.66 
16 200- 0 3103 0.913 67.80 74.26 
17 200 - 40 3796 1.606 85.88 53.47 
18 200 - 60 4088 1.898 94.92 50.01 
19 200,".80 4344 	 2.154 103.96 48.26 
20 200 - 100 4380 2.190 113.OC 51.60 
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TABLE 5 - Treatment Cost, at Retail, and Retail Cost ofoFertilizer Needed 
to Produce One Metric Ton of Wheat, 1969 and 1970 Trials 

Tre

NO. 

atment 
N-P-K 

gs!) 

Treatment 
Cost 
($/ha) 

Mean Incre,.se In 
Wheat Yield Cver 
Trcntimc.nt It 1 

1969 1970 
(MT/ha) (T//ha) 

Retail Cost of 
Fertilizer Needed to 
Produce 1 MT Wheat 
1969 1970 

(,$/IT) ($/T) 

1 0-0-0 - - - -

2 75-0-0 25.43 0.251 0.585 101.31 13. 47 

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 59.3 303 i. 1.833 45. 52.37 

7 75-150-0 93.23 0.950 1.194 98.14 78.08 

8 150-75-0 84.75 1.080 1. 272 78.47 66.63 

9 150-1.50-0 118.65 3.016 2.460 39.34 48.23 

10 0-75-100 76.45 0.434 0. 34P 176.15 220.95 

11 75-75-100 100.53 1.324 1.892 75.93 53.13 

12 150-150-100 159.85 2.977 2.58o 53.69 61.96 



-28 -


TABLE 6 - Tc-atment Cost, at Rctdl, and Retail Cost of Fertilizer 
Needed to Produce One Metric Ton of Wheat, 1974 Trials 

Mcan Increase in Retail Cost of 

Treatment Treatment Wheat Yield Over Fertilizer Needed 

N-P-K, Cost Treatment #1 to Produce 1 MT Wheat 

NC. _ (,/h:i) (MT/ha) ($/MT) 

1 0- 0-0 - -

2 95-40-0 50.29 0.632 79.5G 

3 134-40-0 63.51 1.130 56.20 

4 174-40-0 77.07 0.908 84.87 

5 102-60-0 63.70 0.893 69.09 

6 142-60-0 ,75.2 1.%rR 48.00 

7 181-G0-0 88.48 1.259 70.28 

8 110-80-0 73.45 1.023 71.80 

9 150-80-0 87.01 1.500 58.01 

10 190-80-0 100.57 1.867 53.87 

9"
 0oil, 
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TABLE 7 - Trcatments Ranked According to (Prcscnt).Fcrtilizcr Costs at 

Retail, of Producing a ron of Wheat, for 1968-69, 1970 and 

1974 Trials, Lowest-Cost Four Treatments 

Additional Fertilizer Cost (Retail) 

Wheat Due Required to Producu A 

N-P-K to treatment Mletric Ton of Wheat 

Kg/ha. Ig/ha $/MT 

1968-69 Trials 

32.7367-0-0 	 694 
39.91
67-40-0 	 1022 

1205 41.3667-60-0 

-11.40133-40-0 	 1533 

1969 Trials 

39.34
150-150-0 	 3016 

1303 45.53
75-75--0 


53.69
150-150-100 	 2977 

1324 	 15.9375-75-100 

1970 Trials 

1833 	 32.3775-75-0 

43.4775-0-0 	 585 

2460 	 48.23150-150-0 

53.1375-75-100 	 1892 

1974 Trials 

48.00
1568
142-60-0 

53.87
190-80-0 	 1867 

56.20
1130
134-40-0 

58.01
150-80-0 	 1500 


sET XILPm COPY 



The trial data are nei as unambiguou,, as we would wish. It does 
seen safe to say, however, that: 

- Nitrcgon applied alrne at a lcw rate (-1-to 2/3 ba'gs, cr 25 - 33 
kgs, of urea pur jerib) is a lc,, cost method cf increasing wh,eat cutput. 
Th-, results cf thi 1'59 trials maketus unccrmfcrtabl2 with such a, roccin
mrin-ation, however. 

- When g(ing fro-, low te higher application ratos, the Zevidence 
is fairly consistlrL that wheat can be produced mnro chaliply when
ph 'Cu1Si pd f 'riizr. Thero is not rmuchi-trcren with 

a, n hc,,cver, on tho N-P ratio or the amount Cf application. 

The presentaticn of thu fcllcwing figures is an atterait 1o illustrate 
the two prec.ding ..tatements. 

Fertilizer iucst 
Application 1hate per Tcn 

N-P
,,(Ngs/ha) of Wh~it )roduced

(PI/M'T) 

163-69 67 - 0 32.73 
33 - 0 15.73 
67 - 40 39.91 

133 - 40 41.40 

1969 75 - 0 101.31 
150 - 0 110.06 
75 - 75 45.53 

150 -150 39.34 

1970 75 - 0 43.47 
150 - 0 57. 38 

75 - 75 32.37 
150- 150 48.23 

1974 Those trials did not includo any plots on which 
straight nitrogen was applied. 

However: 



Application Rate Fertilizer Cost per Ten 
N - 11 ef Wheat Produced 

(kgs/ ha) (;/;t) 

95 - -10 79.56 

134.- 10 56.20 
174 - 410 84.87 

102 - 60 60.O, 
142 - 60 48.00 
181 - 60 70.28 

110 - 80 71.80 
150 - 8o 58.01 
190 - 80 53.87 

Thus far we have concentrated upon wheat an, will continue to do 
so. There are a number of reasons for this% In the first place, this 
cereal is by far the nation's most impc"rtant crop. It is produced by 
perhaps 70 percent cf all farmors who, have land under cultivation. 
if the project i.s to benefit a large ,urbor oi sn'.mii farmers, it wilE 
be done through wheat.. Wl -at is the main problem arca and self 
sufficiency in wheat prdcucticn has been declared a naticnal goal. 
There are moruL oxperimuntal data for whcat than for any other 
crcp. 

F. FINANCIAL P.E11MNS, TO FAR MERS 

Cn the ba-sis of f6illzer trials it is realistic to 
assume tha t n6t fettier appied iy errout ;,, 

e eof to OWN It also r~ems roai sic to assume 
that the Government will continue to pursue and improve upcn its 

1/ For an application ratio cf either 2 to 1 or 3 to 1 urea to DAP. 
The Seven-Year Plan assumes a wholesale price of afs 480 per 
50-kg bag of urea and afs 550 for DAP. ,Adding afs 20 per bag 
gives the retail price. 

PiBE 
~ST ~h 
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dre'tic wheat procurement prcgran, whereby tho Fed Prccurenmont 
Veparmient purchas s at an announced price all ",,heat .:ffered at 
colhcetion c,!nter:., Furthermox -, it ,, ,..," . 2acn.)L t( assunlm .1 
purchase prico v( fs 15 -- 50/seer ('.fs 6368 - 707,1/YT). At thzcse 
pricq, tlc. d,:P j4'ljshcul.l h, clc, to afs 40/s,:r (afs 5660w 
cr 10i T in ,d !iticn th fci2ii zer costs, herc arc, 
incroai, in other preducti n 'ts which are Wntimatc- at afs 1/c.; 
of :l('itienal p ro,.uccd. / 11n the: aver:.pie, then, the increased 
pr,:!utctirn :a.ttribut:iblu t(. applying a ton Of f'rti ize,:r \w'(.uld ar:cunt 
tc *i TY) ,f v,'hwil with n farr, gate value cf afh; 5660/1'T, for a LoUAW 
of %f,; 22, 6-;0. ''lk ccstt:; ineurreal in :r 'ducinq th. .1,hT cf wheat 
tctal tc aft; 1., 500 (ferthilize ccts cf afW 10, 500 n ethe rpro
duction cot', us 1, 0(0). The total retfirn are 156 percent cf th 

rIt jlt c sts of using fertilizer. 

A ret irn of 56 percent nnually On an invostrment P ef course 
attrachi ,, provided that 0he return iii fact erializeS- 'his is 
the r:L-an return; but fertilizai' trials indicatc tho., it- .,ubs antial 
dispkrsicn abcut the .,uan. Ve will illustrate this with 174 
fertilizr trial clan. The lcast-ccst (pr unit of ouiput) feo?,lizer 
treatment vas the applicati.n of 1,i2-6-C k,;s per hctre.- Th 
average ncreas.e. in wheat cut ws with a stan-larlmut 1, 568 kgs/ha, 
deviaticn ef 920 !c:;. Urea am] DAP were the nutrient sources. 
The retail fertilizer cost tc the farmer wculd be afs 4055/ha (afs
500/50 -kg bag Cf urea; afs 570 per ba?; of ,OkAF). Cder prcducticn 
costs would ainount to one af[hani per kg of additional wheat prc.luce:. 
ASSUmo a farmaatu price for wheat of afs; 40/seer (afs 5, 660/YT). 
On thece data, the fbllov,inE table is ec.mtructod. 

1/ Sec "The Feasibility of a National Vioat Management Program 
for Afghanistan," a USAID Staff paper, Kabul, Afghanistan, 
July 1974, p.37 

2/ Cno bag urea and one-half bag DAP per jerib. 

-1
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TAPLE 8 - Vheat Production Due to Fertilizer Treatment, Fnrrri,'tc Value 
of Lh- Production, Production Costs and .I ali. of Totnl Peturns 

to 'rot iCosts; Due to Traticnt, 197.1 Trial Data, Pr, cnt Costs 

Vican C.n0ftandn'd Du;viationl 

M ean + 1 !.D. - 1 s.D. 

A. 	 WVha't ProVduction (Xg,;/h) 1558 2.188 S-1.8 

13. 	 V Jluc ef ProdtIction (Af/11-) 2/ 8875 1,1082 3668 

C. 	 ProducticI: Cost.S (Afs/ha) 5G23 65,13 .1703 

- Felilizor 3 / 	 (4055) ('1055) (1055) 

- CthorY/ 	 (158) (2488) (648) 

D. 	 E .C -- Totafl Returns 1. 58 2.15 0.78 

Tot:l Costs 

While tle loov: 1talc shovo the averavro returm on the. investment in fertiliz,r 

s lei
as bring 58 pArnt, sr:,i dew diseoou'te ra.t n 
Ise 6inctirring losg ,nhM 	 thc. u (AThus, Of 

fcrtil1'cr is by no means risk-free in a country, where most farmors are 
living at the mar-in of subsistence and who very likcly are strong risk-avertecrs 

rathar th-n risk-takers. It is accordingly difficult to see a rapid growth, or 
in fact anything greater i-I slew growth, in fertilizer use under the projected 

cost-prico relationship. 

,G. 	 THE AFC A1 A FINANC IALL VIABlLE ORGANIZATION 

From the beginning, it has buen stressed that the AFC should be a finac-ially 
viable organization, generatinfg sufficient revenues above its costs to become 

financially independent of the Government. Cther things being equal, financial 

1/ 2t andard Deviation w's 920 kgs wheat per hect-are 
2/ A farm price of afs 40/seer (afs 56,0/h..T) is assumed 
3/ Oao bag urca and t.bag DAP/jerib; retail cost of urea; afs 500 per 50-k 

bag; retail cost of DAP: Afs 570/50-kg bag. The treatment Nwis 142-60-0 
kgs/ha of N-P-K 

4/ Cne fghani for each additional kg of wheat produced because of treatment 

C'9*
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nueory Is, (4f ('o11F(, hu~ldlV (1 csirao' X'/th suchi autcncmiy, tho AE-C %vtilldbo a i Uic icllt uIfii:t ,f-Ir fi:rinjCi.'il "Jktnrn y ~,,rnni ts nrl-o a~ltOnciA*yt) ?'l~ c' t. 'hU S, iniVQ'ter\' i ~ e ;'utwetil C hC) i ild' p,2;(,.. lt of thlc~~'1]'~!.;~ ;fh'. v ~ rnt to finain.-. t he inv nt o-ry n~cdto .i,,;ur_, clivo'ryof forfii. i ti f"!rrl: i i:1 :1ppro)rin:t .' qu'ultii i\;s :in1 1C, :~ind:'t I ho :ppropr i:'tc'thovd pie,:,. Powov'ci', fiiial vikil1ity Atqoo,' I.s W; non ap~rprb:t2uhj.etliv,. If I'i)12Ls '%rocla,1'ieci A:. a pr im!Or f.2 r ilizLJ 1, tho p'icc of\'.' at \vill h2\'. to Ix. quit'! 1ii<Iu ill r~ t-? inIC :n'n, er U) 1uSO ~ u< 

thn.t attj~ Uc.s4nLLa~godfarmers for1fcrtilizib,; grwth in' 0-lS -of-:
r,, ~riil 149,r vA 44rapi1 
 ough to prodaice the e~,Vha'z~ildh.tl

CIu94try unless the farmn prica of wheatt is parhiftted tu sesuhstantiall I .
 TI'icpin xq~~uirud, huwnvew', mouldv ii kulyx piush e~vinumor what Pr i(;s I1 to aIIxd itie: ily o:wcpnL: ;ve Lc2nd mene;ic NVOc~iCii~cUldhe upciefchy imot:.V.'t, -si:.; is:; li\U1t , thb. oconon~i:(cest of iaoi gwhCeat isthre2. i n2U :cuv1 cmst :f prv:~ ~ Va .i.hfort il ic .TlwF. t h;o 

any case shlc Ix 1(. De~xu;oric::ticj Lfrtili sOr/what pAices AhMl nct,
he nrr-.uat \,tiV'ott a; :,. c'ce'ct cf pc2.icios in nvighborirr; c ntrics (to th.ecast nad Wi).if Aft' ban Whant priew are hhipwr thaa thoso of hoerder countri:es, 

is also t37ile. V/IIL. oI.AaJnyiji.) 11-n1.'Lccl whevat fit a lowwr price thnn domestic
pricus :my in" oIyc! ways- b,; dusirab)e, tho eoaxnuics cf prod~ucin wvhuat thrcuth.? use ci Ir( ilzvr sqjvvet it would be be ter fo-_r Afghajni91 t0 pr.oducC US, Cwnwhe at. FuiurardvApaet requires that farrm productivit increase
MAMMON'fcueic in Whet prodution 

1 
to in.auroD fcod SeCUrity is a declared ilatiolln)goal. It r- 1kos MOre C"COr"1uuaic sense to export whowt unofficially than inmport,although it appoars that A gh n js&a Waily, Agosoou~r-o,.~a, 

Following; tho scvoror. droughtt of 19170-71, an cxtraordinary effort was rmadaby I ho Govornr;ent to mafkc. fertilizer available to. fiarmers in the fall of 1971 111dspring, of 1972. Prior V) that fim'e, the nse qf fortilizer hint boon insignificant.It is etitirnatod thait 45, 000 Iv.'T of fcrtilizer w~ere distributed to farmeors in 1351(19,72/7:3), prxaticafly ' l -f which was applied to whent. The AFC bcine operation

roachinr 69, 000 YvT in 1975/76. Almiost all tile growthoccurreid in 1973/74. rn.ihr~.oee ibd is'ltmwrGrowth lIn fertilizcer :ipplicc] to whuat has been sonmething ovcr halif tho 15 'percentwith tho amiount applied tu cotton growing rapidly fromn a very smiall base. 
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Earlier, we encountered sub!tantial difficulty with the fertilizer trial data. 
,,: ,;1lt; than)ut-Cutl)ut reltic, fcrtiiizar to w, 
of trial datan 

Nonutlidclw:,, tho awr l)c1

1A for 1hi2 two lov,,c,.t -co;t Iroatr:ont,; for each uf the four sets 

and a ra oif' .urc.p rposCS., \VIY .... th"It the(f 1;.I will b., t|:;,d f(or p r.ijoct.i c 
(uc rasin;i,proport i,_i Cf fkl-tiii',. r u:;.:d on whc:lt will cont iuo to f:all but at a 

rate. V t~Ilu h 2..ini,,,ty-Y of A iricu lu r 1t.ur,'j.; .at )r,:duct PiC' o ;iir ,' 

-- harv ,.;J'.1973 -- a::'. r rdu.tionl2935 tl,,wl ,,tric tn:; for 13,F; 
frtili7- r :.;al,,!" _ A,,C's draft ,cven-Y.%ar Plan cAll:; f,.orc';ttr'f:,. for 197G. 

So ' by 2 , 3.8-1.3 :iid 2.1. 8 po':rcent 7 C i'ivoly for 1473/77, 1 77,78r,.'":, 

a :t'_anlld ] ,17 ). V. \v';u].l Cil:oid!r".2,1r ai;n95;d ,,oosti2.5' 

peiri.-rir .ow, .1,/illifact an oxc:tionll p&rfrvo,.'a c' uni.sr; fort ix za' priCe: arct 

rc uc t!' f, r: The foll.wi :I abl.i '-, trct .d ,o th-x,! :it su",'.l Stra:. 
as wcl:- histonrhi'l data. 

for Appl'caticn tc \Vhuat, .Cotton
TAEL2 9 -- Fertilizor litiribut in; Total, 

and Cthor Crops -- 17/73-1,)75,/7 Estinates and 197(6/77

1978/79 Prejocticns 

Fort i]izer A.pjlihuc3 to: 

tC, Ch r 

Tct'l * An,'t Am;.'t Ain't 

"car 

1972/73 
1973/74 
197-/75 
1975/76 

. 

.15,000 
63,015 
62,1.7 
69,000 

1L, 

96 
87 
85 
80 

_ (-
4 ,200 
5,1,823 
52,825 
55200 

2 

10 
11 
15 

(MT)) 
900 

6,302 
6,836 

10,350 

. 

2 

3 
4 
5 

900 

1,8;0 
.2, 18"5 
3,450 

1976/77 
1977/78 
1978/79 

83,000 
104,000 
130,000 

76 
74 
72 

63,080 
76,960 
93,800 

18 
19 
20 

14,940 
19,760 
16,000 

6 
7 
8 

1,080 
7,280 
10,400 

* 1972/73-1975/76, AFC. All sales in 1972/73 and 18,400 N7T rfCourco: 
made by the Mibistry cf Agriculturothe 1973/71 sales wore 

1/ The difference between the two projections amounts to 42,000 VT over 

the three ycars, 1976/77 - 1978/79. 



On the.e projcctions, ind assum in, that wheat production w,.uld rise by 1. 5 
percent %nnully:in,ith'A.ut Ihcruasc in fortiliz.r applicntl-n, Ilait output

would [gI¢Mw !b 3, 3 and
' I [ercentU rIA;poctivcl, in yo.rs 1977/78-1978/79,
 
keepin, sili34htly aho:1,d of populkr ion yrNwth._/
 

While ctton I)rolCtiofn hus lUs fcfnqrowin, r.pidly in the r,,cilt past, if
 
prcduction 
wc.wld ia rerw-o by ,naverage f 10 p-rcont annually from 155, 000 Mr
 
in 197;/77 t) 210,000 LI' in 11378/79 , O1, could nt fault '31h a jerfurcanco.
 
Th c,:p,.ri intc,.l \,',' conductPd Lin coton iny C:tc: that :m input-output r:tio,

fortilizuj' b., 
 of 1:5 or l i.net 

pcrh.p: itwould l-: n';eO rc:,li Aic to.)assumn 


':;'cd 	cd 'el , Es nIlcolnm (n. UnL' or far eondit'io;s, 
a ratio ,f 1:. On this ratio, thor,

is on'uy lriili':r p.ri,..ected Ito be applied t c.i tManpcirit an aimunllu gr-owth

In outt)ut ol 10 '2 Vcroft with.ut incronsip.j; theyhctarage.
 

I. 	 T''i,'ANCE C,'te A(. .-ULT"U ., EANK iJO FROJECT
 

Accordinj to AC p.rsoaiicl, 85 po rwcua f firtilizur sales to farimers i;
financed through the ABPmk./An accommod'tive credit prog('an --- ith reospect
to general accessibility, torms and tirnlincss"of l.ans t.o fn rmrs , includingf"
small faricrs -- is vital to 0c-success of this project. Credit will lirwe to b, 
made availAMe to fare-,ors to purclms fortilizor if sales 'arc; to expu-d. Ex
patrinte ......... ...bogcaeribeen- . tot otlt:-1m!k' D ove] opm .:d{
...:",'.qt..... 	 e iCultulalpa.-'e h,7 C,Ia i'r'Od, 	 m 
(AglEanl0 since: its; :,,rganizaticon in 1969. ?,1nnag'ement has atterpted to nke 
the Aflnha. a fin-:eiolly vioiblc institution (collections are improving substntially)
and at tho same time to introduce changes and adopt practices accomrncd-Aive to 
the pro;,s ion of credit to thc naticn's farm ers. This project assume, that the 
AgBank will continun...s fforts to improve upon the timlines s of crcdil: proWidd 
to ftrmnerus; upon mriaking credit generally mere accssiblc, ospc'cially to smaller 
farmers; and inother ways to continue to forge a credit program which fosters 
the development of the nati,,n's ag.,riculture. 

1/ 	 But pxerha:ps not p.tiulation plus income growth. If per capital income should 
,grow by 2 percent annually, Vith an income clasticity of dcmand ,forwhoat of 

0. 93, then total demand would grow by 3. 9 percent (2.3 percent due to 1(.;.platic, 
.rowth and 1.. 6 'oincome growth) annually. 

2/ 	 Actually throuLgh the Agl ank and the AFC, it is Ag~ank personnel who travel 
through1out most Of the country and make the credit available to farmers. 
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J. ECCNCMIC PE11"FITS 

to be said ablt the economics ofCn purelv cffickency criteria, little need's 
to th, nati.n arc larle relative t-- thefertilizer use -- the t:cnon-ic bek..fits 

a of cither u,,ingr fcrtilizo r c:r eccn ".,ic ccit,. F, r Af:hanista i, it i.-;n-attt. r 
200/I., Tirnportin!l wheat. / And iirpetCd wheat would c'-st a r-inimum of 

(10li' ,.'e).l sd dis;triuteh.d ifl C(:lt ry, or 5 ti,,..:; the c.st cf the fertilizcr nced,:!d 

to 1r(.~ducc a t :n of \W.'hat. d:r,,mef;tically. Pcsid.s the forflizer cost, there ar'e 

lcvul and incrase:d distributi.,n costsincrca:;. ' lductin ccyts at th. farru 

1r(01 a larPuCr eutput.
ri.:nv fi'c. p' tin The lCcal CUrr-ncy c.st of f,-.r-i .i 

exch'an1I. af' has .. h,_adjusted. Once these; .djustr.ents are made:, a bne'it 
:d of 3:1 is (btaind, 2/

ccst ratic,in the. nciorl 

At lcart in the-short ta r-'jidu, ternm, it is whovlly unrealistic tie cxpeCt im1/ 

in cultural practices to increase output si-g.nificantly, by mnorc than
provmr.,.ents 

It has been ncted that the natural fertility level of say 1.5 perccnt anuially. 
:,'st 7f the eonlury's oils is quite low. Tho area ct irrigated land can be 

expanded by reovating and extending xisting irri~gition sy:tl:s and by new 

rnajor irrifati;:i prrjcxts. Histcrically (t-o latter has boon a hi(.gh cost ap-. 
mcr'e
proac-h to i-cresed fced prcduction and nihor apprcac wculd have 

thnm a r:nrori.,ll if measurable, irp'et upo;n total f6od producticn in thie short 
L) .... ..r.. 


los, than2/ As noted earlier, the results cf the wheat fer ilizcr trials have boot 


usinw" the averege retail cost of fertilizer under pre:c,.nt
consistent. I1(wover, 
price: for the two low-cost tr.atments for each of the four sets cf trial data 

of $41.42/MiT (with interest and depreciation costs remoedl)gives an average 
the retail cost of the f,rtilizor ncedeld to prodnce a ton of wh.at do:estic-'Llly.as 

For the four lowest-cost treatments, the averag,, is $47. 22/P/2T. There would 

be additional (Qvtr fertilizor) farmn costs issociated w'th increased yields. 

Theo-e costs have been estimated at one afghani for each extra kg of wheat pro

"The Feasibility of a National Wheat Managemoilt X'rojiratiduced. (.%0 p. 37, 
for Afghnistan," a USAID E'..taff Pa Ler, INabul, Afghanistan, July 97.4) 'this 

or roughly $18, .4TIT. This overstatcs the ecocost an-ounts to afs 1000 
which acco un!tnomic costAs, however, since it includes transfers an," interest, 

for approximately 25 percent of the increase. In addition, there would be the 

cost of distributin7 wheat once produced. The retail price of wheat typicall3 

or about $20/VCT) over the faraigateaverages about afa 8/seer (afs 1135 
the afghani cost of foreign exchange is understatedprice. In the foregoing, 

imports are substantially hig;herfrom an economic point of view. Duties on 

and much more pervasive than taxes on domestically prcduced foods. There 

arc no export subsidies. Cne accordingly neods to shadow price the exchanil 

CO?
 

c 
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2/ (cont'd.) 

rate in order to ccrrputo tho economic co)sts/benefit of fertilizer use. 
Earlicr work su!,sts thit a rate of afs ,5/deuar rmy be appropriate. 
Thuhigher ox:ch~inm; 'ao WC' inreso th cost of both fertilizer and 
imnportcd w.'heat. Th- relative increase for tno latter would bc grester th:ai 
that of the forr..er since the latt.:Lr is aln.cst wholly ' forcigrn cxchaigo cost 
while the forrr cludos a large cleient of domcstic output anK for which 
there is a i-nuch smaller transportation cost. Once these adjustrie)ots ,rc 
mad'-, we obtain ) be;nJit/c,,-st ratio in the' iwt.t'bror cf 341. Cne could 
argue that the imiportation of wheat would make land avaiF,bl to produce 
other products. The argument does not hold, however. For wheat is i-
ported because of the low productivity of land and the use of fcrtilizer is 
more likely to release land from. wheat production than imrporting whoiat. 
Cne could-lso assum that the foreignl assistance prcviding wheat 1mports 
would be available for that purpose only. The opportunity cost would he 
zero at the time of the loan, the cost being incurred at the time that interest 
and principal repayments wore being r-ad.e. The present value of this cost 
discotunld at 10-15 percent arnually for loans of say 40 years with 10 y%2eirs 
of grace and interest of 2-3 percent is very low con. pared to the nominal 
amount of the loan. If wheat imnports wor so treated, or treated as, being 
grant financed specifically for the imports, and fortiltzer im-ports counted as 
a cost at the time of importation, then on paper the conomic advantage of 
fertilizer over wheat imports r..ay disappear altoghcder. This ignores the 
dynamics of a growing farm productivity, however, and the adverse impact 
that fod miports can have upon a country's development process. 

PN GO? 



- 39

u r

E-'T.'NEFI' S, DI F"PIPI.U'I"CN AND TH, 1t<. T I L TFrEI, 	 "CIlEN ,,., 

Acccrdtng 'to the AFC a~is3
qi tdtj>e ,: financed by'thoTAgrlcuturaI' ,cv61cprent P-ink , 

(A:~.f tak. 'TheA,,P ank i:naku ; fertilizer le:ans te cotton ccmpanic
 

(which in turn frtiliz,ir-i to cotton furmcrs), to cp''ratives,
xtribute 

to grcups cf far..
nr; and tc in:dvidual fanaers. With respect to thu
 

lattvr t c. rv'.i iCt,, n individual loan ismade to a farmer if
 

th f:1rcr puvch:.,a fcrti]izcr for .pplicnticn t-r:cre, than 50 jCribs
 

( a.8 - If a farmi s t'purchase fLrtilizr on c" it fo rha). r wish 
into a (s.iAl) gmaq;; 'mllppliw.ticn ih5'jiuribs cr ls.;, hu isa fermule 

a r up iar, i sa',. 'Throu hJ04. grou-. s,pans wero made, to 
to . finance thu,. purchmac of 37,50: 'T47,' 85'farr.aers in 1353 (1074/75V 


of AlrtiJi',er,l]rl alm.est all 0hm, fertlizer was apphld to whct,

F.r each fr cbtinin1: crb!it, thEAgtEank r;uiintains a recori 

c.f the number of juribs cn which the far-r ifldicator, ho will apply 

fcrtilizer. Ca thu b :sis cf r.,.e7r ,VFT,Th.., 10 fllcwin,, is 

coin, tructc:*. Itho.ws that in 1353 (1'z74/75),. 47, 2,85 rmors purchased 
lior
37, 501. MfT of f.rtilzr .ncredit wh'ich fortili z r was to be .... n
 

fi,ds of 50 jihm:r lons in slze. Cf the 47, 285 farmers, 17,432 or
 

2, . . . T;'T rf f(-rfili zaT' 1r, '1)tDlv
4.1 9A 	 Cl Plots/fiClds 
of i sm tha n 6 n i e , .. , , .,, or' . :r,l) .....ef theo 

farmers p . 2 to,apply on fields of 6 - 10 jeribs in9,.2.8 ,TT 


size. These'twdo &roupsof farinorsn clcprisd7 i2 po~"ceuit fii
 
to iJj'p t8.5 farrme.and pur6hased .8 eront of the total,of
37, 502, Tdrmewp, sol,. s 

I/ As nuctca uarli r, actually by Aglank and AIF,.
 

2/ ll tho past, a rv:.rmer would ind'icate to a representative of tho
 

AgBank the nurmber of jcribs he wished to fertilize nd a standard
 

conversion factor was applied - - one 50-kg bag of urea plus one

half bag )AP> per jerib, or its equivalent, 387 kg"s - - 142-60 -

par hectare. Slineo farmers 	presumably will nov be allowed to 

we do not know whether there willpurchase any mix they wish, 

even bo a rocoir.cnd,mid application rate.
 

3/ Latest available data. 'rho data arc not entirely consistent. Data
 

as being under group loans and buying fertilizer
show 73 farmers 
for more than 50 jeribs and 12 farners buying fertilizor to.apply 

to no land. 
4/ All er most fertilizer applicd to cotton was distributed by tho cotton 

The number of farmers to whom fortilizer was discompanios. 

tributed is not lkcwn. Ncither is the number of farmers provided
 

fertilizor through cooperatives known.
 

OO~ot.Bf 
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TABLE 10 - Number of Farmers per ize Class of Area Fertilized mut. Total 

Fertilizer Application per size Class, 1353 (1974/5) 

.of 
All Farmers that 

Area Nurnber Used Fertilizer Ammnt cf Fcrtilizer Used 

Fortil ize. of C u' ul Aive Cur,-..u at ivc 
Jij ,,. F aviva6rs (,) - jT) C")) 

1-5 17, 432 3S.9 38.9 4,12, 11.0 11.0 

6-10 13,226 34.3 71.2 9,298 24.8 35.8 

11-15 :1,072 8.6 79.8 4,028 10.7 16.5 

16-20 4,256 9.0 88.8 6,027 13.i 62.6 

21-25 750 1.6 90.4 1,313 3.5 66.1 

26-30 2,018 4.3 9'1.5 4,427 11.8 77.9 

80.331-35 368 0.8 95.4 910 2.4 

36-40 879 1.9 97.3 2,611 7.0 87.3 

41-15 74 0.2 97.4 2,11 0.6 q7.-q 

46-50 / 1,210 2. S 100.0 452 :12.1 100.0 

TOTAL 47,285 100.0 37,502 100.0 

1ource: Computtad from Agl ank Data 

1/ 1 jcrib = 0. 1936 icectare = 0.478 acres 

Go? 
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A project purpcso is te increase absolutcly and rulativ!ly thu 
number of st'all farnmors usin,- fortilizor. This calls fo, pocial 

'lttntion to grocwth in tih first two classes of fari rs of Table 10 

-- th(e L.rtilizinii lass than 11 jcribs. -d,,iccup'on tho sccic-
cC(fl,;ALc ,;ur~v y I'inl,, CCn..lCtL:. in I.hc Valc,.y, a :af- '-'ncralizaticl 

is that if a fPi:r -r f rtii:.;c8 any Cf his wheit, ha will fortiliz. all 

hs. I . i '1n;ti.t.. .. . f liaticnal 

a:;{,rc:.,;a s iic, I th-.t 'li jitly lest than 50 l'recnt ('f all cultivatud 
Cn these Iwo ,n!raiizaticns,irri K::tur! law! i ' plantcd it. V)hU::. 


fortilizc r purcl':;,J for 5 joribs wvoul2 in.icatc a fari , s'iz.: of 10 - 11
 

juribs (2 huct.r'.,is or 5 a.crs) ant purchses for 10 jOrib: vc-ulr!
 
. or 10 :,1ris). :hiniatoi a f:, ;- s;ie of 2.1 jcribs (.i h,.c: 


project is to pay stcIa! att"nlti('n to Cx~anding furtilizer use by the
 

smallest-farn.ior grou.
 

In Table 9, 3,<,.-t-ya., fertilizer salcs fcr applicaticn to wlihat 
ar .. t i..... . y 14, 22 :wi 22 I..r.:nt r.s.;ctivylv in 

1976/77, 1-77/78 and 1 8/9. It is thu prc'jcct intepnt for saleo to 
. 

the l.t-fare ;Youp (1 fcriliz1) to row!;rti 5 j\,ribs of wheLa 

25 percent faster than tflio cvorall rTowth rates ((of 14, 22 and 22 
........ , _ 1 07P /7o n'1 1h; n/70. to 1hc sjnal!.e;st-fLrm70r .,roup 

(6 - 10 jerib:s o wheat feriiiiyzd) to gVow 10 ,.r ;m..--, 

thoese -.rmvwlh ratc n xnssiig thht. growth in :13511 (1975/76) was 

prcporti.ona to growth in "g.r.gatefortili zer sae.s for wli,,t, "., 11 

follov'ing is obtained. The Iablo ir ccnsiruoted on the assurmpticn 

constant Per hectare fertilizar applieation rate. Thu net returnsof a 

(afs 8, 403/lIT of fertilizer applied) of Table 8 are used.
 

p~C'm 
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TABLE 11 -- Number of Fnrz-rrs Applying Ferfilizr, Total 
Fertilizer Applicd and Total Not Farm Incomo 
Attributable to Fertilizer Use -- by Fild-Size 
Class, 1 - 5 and 6 - 10 ,Jcribs 

Total 
Nuribor cf Tc:r:crsTctal Fertilizer Not Farw Inccr-. 

Appl -n,, Fortilizer to 
]r;,,.1,:,.r',,,,,i :s.'-f4 

Apjlic:2 tc Fil.-
giz&; ,lass, (MTI) 

c'u t.o,Fertilizr U,. 
(,)frmilIlir HE) 

Year 1-5 J. 6-10 J. 1-5 ,1, 6-10 J. 1-5 J. 6-10 J. 

197.i/75 17,432 16,226 4,126 9,298 35 78 

1975/76 13,215 16,955 4,311 9,716 36 8? 

1976/77 21,100 19,600 5,065 11,231 43 94 

1977/78 27 300 24,300 6,462 1.3, 925 54 117 

1.978/79 34,800 30,200 8,237 17,30,5 69 145 

Cn thQ assumIpticn that thosc fireors using fertilizer in 1977/78 
would also be uvin..,*it in 1078,/72 , the project would, on the above 
projection, benefit 34, 800 of the sI-all!:st-farmers ard 30,200 of the 
next 1c the smallest in the two years 1977/78 - 1F78/79. The not farr 
incoie of the smallost-farrcr group would bc afs 123 millici greater 
(average of afs 3, 534 per fanAly) for thu two, years than if no fortilizer 
wore used. The next to thu sr.alest-farn-er group s net ,.rrn income 
would be afs 262 r.llion larger (an average of afs 15, :0 per family) 
than if no fertilizer were usoed. 

The geographic distribution of fertilizer use is rather concentrated. 
As is shown in TAI LE 12 following, 8,rcn oi tilt 

L~Ii~j~ ~ rougle rea %v 

p~t C'vnes GhrIkiLr4 project purp)osO is to 
decrease the gco'graphic concentration of fertilizer use by Increasing 
sales in those provinces that now use relatively little fertilizer. 

pcoJ 
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Thi Tablo alseosuj.---s- that the awra-,' por farnmer purchase 
cf fdrtilizr vaiicd cons ,,ralyfrcm prcvinc:- t(, province. .'Ilhus 
the!tabl; shc~ws that. 15 Iorccnt of all farmcrs who j.urchasc' 
fcrtilizer Iiv,, in 'clrrav. [rcvinc- an.1 this 15 percent purchas.". 
28 percent cf th. furtiliz.r ';!clw,1.corrcspcn.in- fi,..urc:s for 
Hlh2l !afln!aflN.:l:,rhar cc ,-hbin, I :ir- 35 an, 45. A r:1>nk latansh(w 
a r'nly,: in awv;Vf-lo Lrr..r use by prcvi nco of frompor f fzrtilizcr 
22.8, jeribs. (1.4 lectarcs) in IKan-lhar to 3.32 j- ribs (0. '14 hcctars) 
In Fariyab. 

TABLE 12 --	 ALrEank Finance.- Furtiliz.r Salu, to, Farmrs, 
Distribuiocn by Prcvincej, 1353 (1974/75)* 

Amc-unt Numbcr of Farmers that P-urchased 
Purchasod as a Percent of All Far-.ers 
Cumulative thaL .'urclBOlI, c0u_,uiu(ivu 

Province, (_ __)__ 

Helr:ancl 28 15 

Nangarhar 45 35 

Parwan 55 52 

Kunduz 63 59 

Kabul 68 62 

Kandahar 73 64 

Urozgon 77 68 

Herat 81 73 

-,aghinan 85 79 

Baghlan 89 83 

Other 16 100 100 

* Source: AgBank. Includes credit sales to individual farinac_ 
but does not include cash sales or sales to cotton companies, 
the sug-ar mill or to cooperatives. 

JeCO 
PA 



~On th. "" " n"" snr- i ,t..
.a..t e - the shcrt-run hnmflts Cf Ipplyin
fertilizer to wheat will iccruo to vheat rroducors. Th' i-roj ct will 
havu little impact upon wheat prices but will onhance the food 
security -fthe- nation. 

./Growth in wheat production will not be a mnceth progression.
There rmay be relatively big fluctuations due to variations in 
weather (mmainly precipitation in the dryland wheat producing
arens). Price demnfnd for :wheat is very inelastic. If there 
is no effective price stabilization prograni, the benofits of 
increased usa of fertilizer -mywll go to consuners, 
not producers. See John I. I3crthwick, Food Production and 
Ag-ricultural ,ovelcpr.ont in Afghanistan, USAID, KInbul, 
Afghanistan, September 1D75, for a good discussion of the
problems of a fertilizer programi in the absence of a wheat 
price stabilization program. 

N\GJ 



ANNEX 1
 

GOA REQUEST FOR ASSISTANCE 

(Text of this Annex will be cabled to AID/W.) 
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ANNEX 2
 

JOIN T. E VAI LATION 

AFGHAN. FERTILIZE1. COMPANY 

and 

CHECCHI AND COMPAN2Y ADVISORY TEAM 

.1975
 



Minutes of the Meeting Held on November 25, 1975 
In the Conference Room of the Afghan Fertilizer Company 

The Meeting convened at 9 A. M. on November 25, 1975 and was attended 

by the following: 

•Ministry of Agrlculture: 

Dr. Abdullah Naqshbandi, Acting President, Planning Department 
Mr. Abdullah Nnik, President of Extension Department 

Ministry of Planning: 

Mr. Ruhullah B3arkzay, Director of AgrlCulIAIrai Section 

Agricultural Development Bank: 

Mr. Guenter Wimsen, Finauce Advisor
 
Mr. Akram Nahis, Asst. Finance Manager
 

Afghan Fertilizer Company: 

Dr. Zarif Salem, President 
Mr. Mohammad Nalm, Vice Preswent, Administration 
Mr. M. Aslam tIclaly, Commercial Vice President 
and various AFC Department Chiefs 

Checchi and Company - Advisory Team: 

Mr. Joseph G. Hartsig, Chief of Party
 
Mr. A. Helm, Fina:.cial Advisor .
 
Mr. Robert Benton, Supply Advisor
 
Mr. Don Goonctilleke, Marketing Advisor
 

AJ.D,/yas_2h.igton,_D. C.: 

Mr. Theodore Iustig, Director, Near East Capital Development 
Mr. Richard Birnberg, Chief, Planning Div., Office of Develop. 

Planning, Near East 



U.S.A. .. D. /Afg hantan-

Mr. John Standish, Chief, Capital Development and Engineering 

Mr. Larry Crandall, F,.valuation Officer 

Mr. Terrence J. MeMahon, Controller 

Chccchi 	.a dCom , i C. 

Mr. Harvey Lerner, Vice President 
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1. The mccti!ng belran with opening remiarks. 

Dr. __.lein v'elcoieed all participants; expressed his view that 
a inectluv, conve nue to evaluate the operations of AFC served the very 
useful pvrposc of sss I, ho reasols for L1,miCs and identjfying 
the ea U,':; of v siknssc ., and expressed the hope that thu recommenda
ions fir:"iim; from IN, iscussion would strngthen AFC, and thus h-elp 

the Afgh,,.:i f:riner. 1r. 11ielle then d(,;cribctd I)'felly the major organi za
tional elmnt:; of AFPC. 

1-J r. N .k ex:pre,-sed th2 apprecciation of the Government of Afghanista 
for the fe-'Wi!,'rer lon mid the assistance grivcn to AFC. lie recalled 
Ihat tihe 1K.iniss,- rf Agriculture had, not been completely satisfied with 
the results of its erlier efforts in distributing fertilizer and, there
fore, wh,.n '' ,-ouht to dtkvelop a new type of organization to take on 
tat task, it had ar;kc the U.S. GoVL'nmnt for SuppLort in o'ganizing 
APC ,nd finaeeing the endcavor. le said that during the i at two years 
AFC hanl helped the Afg"han farmer very substMntihily by considerably 
increasQi:..,, quntties of fcrtilizer' distributed and supplementing the 
extension services provided by the Ministry. Ile considered the dis
tribution syslem orcaniz-d by A V;C very successful. 

Air. Lustig ex,)rssed his satisfaction at being ;.blc to attend this 
meetiny,.railed to revicw the progress made by A FC during the two 
years since its creation and to assess whether further assistance 
mnight be needed. lic n'ctcd that AFC had already succeeded In bringing 
fertilizer to almot every part of the country. He hoped that the 
meeting would result in identifying problemns encountered by AFC in 
helping the Afghan farmers and in at least beginning to define ways of 
solving them. 

Mr. Lerner said that the work his firm had been doing with AFC 
had been one of the most satisfying assignments the firm had under
taken, lie noted that the organization of a wvell functioning distrlbu
tion system was one of the key points for inprovements in agriculture
and that, in the process of performing that task, not only did the 
management and staff of AFC affect the life of the people but was itself 
changed by such changes. 

Mr. llirts!g expressed his satisfaction at having worked with AFC 
during its formation and first years of operation. 
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2. Dr. Salem then opu ed the discussion of the Agenda by present-

Ing and elaborsting on the "3r!cf Rport on AFC", cated November
 
24, 1975, a cop:, of which 1,;attached. In th2 course of thaL p,'caenta
tion, the pa rtlcipi:nt nsl:ed questions and comcntcd oi iediidual
 
items in tho -,ropult ,nd in p:,',a prp:Mcrz.tat'p e-," -,"ant
 
made availnbielh.,AFC. 6isctw'!ion of mo:-a ,.1piifle-nt items is
 
sunmmar':.d below. 

('a) E.1ersonnle, Tables showingr numbers -,:rd classes (types) of
 
personnel s i;:-d.2 Uer't organ.z,,tic:mal :'i" of A'Fwere
to :,I n 

distributed, shoving a total staff o2 130 at lleadcwi,lrters in KabUl
 
and of : 01 in th2: four Regio fl The
)ffices. -i'.ssification, re
cruitment, 1?,1, tr'aining system was e-r)lAined. A n,umber of employees 
have Masters and Ph.. deg..s 'Lnom both A~f~ghan and f'oreign insti
tutions. Both on-the-job anl classroom (In Afghanistan and abroad) 
training is coduct-ed. AFC management views continuecl training outside 
Afg---n;--n of a lirni1rlr m1Ovr nf "ir~rln-nm-nr'pnment poo iln n

~ ' mttero ,..it uovta' e.. sta en selectedt'Loi: -,:ember s have= for 3-6 i:.onths train'n-,' in th U.S. , Iran 2n Turkey. 

(b) Dixis.ion of Respons bilites between the Supreme.Council 
and The Executiv: Corqmit:tee. In r.asppnse to a question, Dr. Salem 
stated that so fa, no majc,., preblems had aricen In defining the areas 
of responsibility of the Supreine Council, which deals with policy 
questions (such as fertilizer prices, quantities to be purchased, per
sonnel policy) and that oC the Executive Committee, which implements 
those pol.ic,11S. 

Authority to commit Company fundb has been delegated to the 
Exeeutic,'e Committe up to a limit of Afs. 2 million; to the President 
with a limit of Afs. 509, 000; to the Vice Prenldceits up to Afs. 300,000; 
and to the General Directors up to Afs. 50, 000. 

In almost all cases, the Supreme Council acts on recommenda
tion, or option of the Executive Committee. 

While the E:xecutive Committee has not been given any precise 
delegations of authority (except for commit-ment ol funds), it acts within 
the general policy gudelines sel: forth by the Supreme Council unless 
It believes that operations involve a question which needs to be re- <-O01 

ferred to the Supreme Council. 



(c) . ,Sntc.. In response to a number of qucstldns, 
Mr. ile1ly ,tY d tlhat der; (rctdlcrs) are sclectcd on the basis 
of liteRacy, their nast huslueSs exOeriCnce and financial poistion. 
Dealers ai'c ,,,-,,'td to ncovi(lc iior.nr.tlon and services to 
farmers, out A i"C li,2 11L y t made brochures and fuidelines available 
to all dealers. The ie!ri.nal ;rd Zonnl A FC offices are, however, 
In con:',nt contact wit) all deule is ,nc] are e.-pandin, their work in 
educrlon, an01 "nidn in demontration-. of d,!aler pnrticipation 

plots. The pe'.-form:,mce of dealers is regularly evaluated.
 

Looking to the fture, M.r. Salem said that AFC wvas aiming at: 
a system which involved deoTnrs %,,1osecialized in handling all 
agr a rj p iid 0-6 sell etho:" kind of merchandise but 
that it would take time to reach that goal. A FC believes there should 
be at least two dealers in evecry location where the volume of sales 
is sufficiently Iar, th't th.eo'e ;s conmption. A FC Is attempto tli,'. some 
Ing to str - a b-lance betweon too few and too.'many dealers to 
ensure that no dealer has a lnronopoly position which ie could exploit 
to the of the farmers cnd, on thz other hand, to avoid 

they can han'lc. He was questioned on his criteria for "Loo nany" 
dealers. 

The question of credit for dealers, through tho Agricultural De
velopment Bank or ehLr sources, was raised. The AFC representati
tives stated that the coupon sytem, in elfecL, provides revolving credit 
to dealers, since they can obtain additional supplies against surrender 
to AFC of coupons collected from farmers. Bonded dealers (now about 
5% of the total) can get credit AFC. The absence of a credit 
system for dealers did not appealr to have limIted sales, but Dr. Salem 
said thI- 'aler credit would be studied again next year. 

(d) Volume of Saleo. The current year's sales were cl~heus-sed 
on the basis of reports prepared by AFC's Supply and Distribution and 
Marketing Departments. S-iles in the first eight months of the current 
year hove fallen short of A FC's forecast by about 351, in fact, this 
year's sales volume is somof,vh!it smaller than In the comparable period 
of the previous year. Mr. lichsly cited as reasons for slow sales the 
relatively low price for farm products which makes It difficult for 
farmers to pay off the previous, year's loans and thus to obtain new 
credit. Furthermore, the cotton crop now corning In is large and cotton 
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companies are slow In accepthi, deliveries and processing p'ay
ments to farmers since the companies are short of funds.
 

(c) lD,1_lK,,. There was tlen an exondcod discussioiz
 
of the ratio of PAJ to urea used by farmers and sold by AFC. The
 

(ouicil 'pni decidoed to soll urea and DA P only in the

proporation of 3 ba:S; of ii rea to 1 bag of DAP because BAP supplies
 
were 
insufficient to 3Wi:.t::!In the cltstoin:-,ry 2:1 ratio. The ratio
 
was thercfore tem:o:'ally increased to 3:1. in order to avoid exhaust
ing )AP ,;tocks beforce neCw supplies arrived. 
 At: the mnoment, cash
 
customers :and c, ula:merr usinfg credit coupons 1ust purchase
 
urea along with DAP in the 3:1 rntio. It was expected, however,
 
that the limit.ations on DAP 
sales would be removed at the end of the
 
current sales season.
 

The AID reproscntarives then asked ab)u the )LIs of the Govern
ment and AFC to study f.hie proper application rlte of phosphatic fer
tilizers, a study which the Government had agreed to carry out under
 
a covenant in the Fertilizer Loan Agreement. They pointed out that
 
the question was of great importance: foi the fairmur, wio night now
 
be spending more 
money for DAP than necessary; for the national
 
economy, 
 which mighL be spending more foreign ex.-Ahangc for the
 
Import of phosphatic fertlizer than necessary; and for the Governnnlmt
 
which has to finance the high subsidy paid on phosphatic fertilizer. It
 
was pointed out that such a study carefully designed and executed would
 
involve both technical and economic questions. AFC agreed that a study

reexamining the recommended application rates fir phosphatic fertilizer
 
should be initiated as soon as possible and that a decision 
on the partici.pating
agencies and leadership should be sought promptly. The AID 
representatives offered short-term assistance in organizing the study
 
should the Government so desire.
 

(f) Salec9. Project.onc-. AFC presented its projections of future 
sales of ferttiizer which have been prepared for the draft seven-year
development plan. Those figures show an increase of the total qual
tity of fertilizer sold from 18, 0iotons (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., a quintupling to be achieved 
by the last ycar of the plan, with annual increases raning from 20% 
to 40%. The AID representatives pointed out that increases of such 
magnltucle are clearly unrealizable and therefore unsuitable as a basis 
for an annual operational planning of staff, storage facilities, transportation, 

p.S%/ViCC)'GP'4~ ~ 
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etc. The AFC rl'prContatlvcs explained that the Companyls 
original projects had been substantially lower and had been 
revised on the basis of agricultural production targets developed 
by the Ministry of Agriculture. Mr. Nalk, who explained this, 
saw that the project ions should, at this time, e 'cnt,( r,..d:as 
a "d-'aft" rather than a "p1an'' approved hy the Government. 

The AID representatives went on to point out that the 
projections as now presented had serious financial implications. 
If the projected inlereac. were looked upon as operational 
targets, e .g, , inipoits of urea would have to be financed as 
early as 1978/79, in addition to proj.ct-..d lmports of phosphatic 
fertilizers, and subsidies to be financed by the Government in 
that year would apicoach Afs. 2 billion and would reach over 
Afs. 3 billion by tho end of the plan period. 

Mr. Lerner suggested that it might be usefUll to develop

several projections (such as i.tlow",
"high", and "medium") and 

to study their implications. 

Dr. Salem stated that AFC vould develop annual projections 
which could then hc adjusted on the basis of experience. 

(g) .re...usng. Dr. Salem stated that substantial additional 
warehousing would h ave to be constructed. $600, 000 are available 
for warehouse construction from an IBID loan to the Agricultural 
Development Bank but additional investment will be required. E.xcept 
for galvanized sheeting for roofs, all construction materials will be 
locally available. 

(h) Inventory Losses. Based on sales, inventory losses are 
running at less than 0. 5%, a rate which it was agreed was very good. 
Most losses occur before receipt of material in AITC warehouses and 
a small portion is due to loss of material in rebagging and similar 
operations. The financial projections t use the 0. 5% loss rate as a 
charge to cost of sales. 

(1)' Financial Status. AFC 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 inforwation on contributions to A FC by the Government and 
proforma Profit-and-Loss and Cash Flow Statements reflecting 
projected financial operations for the years through the end of the 
seven-year plan period, ba!,ed on the sales projections discussed in 
paralgraph 2 (f), above. Since there had not been adequate time for 
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the participants to review that material before tI'e meeting, 

dctailed discussions were limited to questions related :.o, 
finances, namely the level of Government and subsidies and 
the related question of paymentg by the Government to support. 
AFC operations. 

The level of subsidies, which had previously been discussed 
in connection with sales projections, was again reviewed. AP' 
has: concluded that it requircs a cash balanceO of about: Afs. 700 
million to finance its operations, including interest payments 
relating to a current short-term loan from Da Afghanistan L.nk 
and to AID lons, (The loan from Da Afghanistan Ban is 
scheduled to be paid by the end of the current fiscal year. ) In 
order to finance annually increasin: sales, AFC will require 

Increasing amounts of subsidy payments from the Government 
which, even on the basis of more conservative sales projections 
than thoce proete.el in the 'Ta,.bles for consideration, are likely 

to exceed Afs. 1 billion witbin the next few years. 

With respect to payments during the current year, A FC stated 
t.sat if Ai7 RO2. 788. 000 if it is to maintain the required 

cash balance. No part of tb'Lt aMO..t has as yet been received by 

AFC and it is uncrtain when and how much will be received by 
AFC since until nov payments to AFC are not included as a line 

iten in the Government's budget. AFC is actinge on the assump
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 has in the past. The AI) representative.. urged 
both AFC and the Government representatives to bring this matter 
to the attention of the T, ini, ries concerned as soon as possible so 
that next year's budget will include support payments to AFC as a 
separate item. 

In that connection, the AID representatives also urged AFC to 
prepare monthly, or at least quarterly, cash flow forecasts 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. 

(,) _.t~rn~aj..Adtors. During the discussion of the audit 
of A FC's accounts now in progress, the AID representatives suggested 

that the performance of the auditors be reviewed after the conclusion 
of the current audit. They further suggested that it might be well to 

LV WM-pVAIAs 
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consider est.sb isin criteria for the selection of auditors in

which the cost 1of their acervices would not be given exccssivc
 
wvelt, t (the present systeni is to place great weight on the bid
priec); it mighit then Jc 
 rossible to establish a more per.iallent
relPtionshlip with a highly qul]ifiOd auliting firm which woul,

in tle Ion:g run, 
 save audt:inlg time and therefore ultimately be
 
loss cost ly.
 

0 Now Fign21]5 of Activitl. Dr. Salem reported thlPt AFC
 
had created a new 
Division charged with the purchase and saleof agrie Llur:dpehcic~; (nrinarily pesticides and veterinary

products) ard small items of farm equipment (in the first instance
 
spraycrs 
 ,nd spai-r parL:3). A Plan for the development of that newactivity, planned to be a profit-making enterprise, has been pre
pared rnd was mde available to th participants, The only aspect

of that. ll~na o tcrtin whIch wts discussed in an-v Gotail a-d to
pesticides. 

The iID representatives noted that AFC's entry into the pesti-
SI C . i + C) If C' .nt-LlUo - $ILcl A 1"' -'v, .uldh, VC L

explore in some detail before it could offer assistance in this area.
Those questions :related to environmental pro.!cnls (training of

dealers and users 
In !.ha prol;er handling and application of toxic
materials, some hav'ng pol.entially fatal effects), 
 to appropriate
sMfLing by A FC and, finally, to the administrative nod financial implica
tions of the new line of business for AFC. 

Dr. Salem also reported the proposed formation of a National SeedCompany for the purchase, multiplication and certification of improved
seed varicties. (The Seed Project will be supported by a loan from theAsian Development 13ank.) Discussions were u:'eported to have been
held aiming at the participation of A FC in the Seed Project as distributor of seeds through its existing dealer organization. The participants agreed thnt seed participation would be a useful adjunct to
 
AFC's fertilizer business.
 

() --. Mr. Lustig complimented AFC on the deL~iled breakdowns of salns on a geograpbic basis included in the Conipany's sales reports but wondered whether any information on the breakdown by "class of customer" (size of holdings, owner or tenant) wasavailable so one might reach conclusions on what types of farmers wore now purchasing fertilizer in what quantities and what steps might be 

S

p \&O e 
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nccessary to reach those classes of farmers not now purchasing fer
tilizer. In the ensuing discussion, ill which both the representatives 
of AFC and of the Ap ricultural DEevelopment B:mk participated, the 
reasons for difficulties of ohtaining reasonably reliable data were 
explained; discrepancy between cadstral ind tax records and claims 
of ownership, the -,'aricty of arrangements governing tenant/owner
relationships1, and even the differences of usage in describing an 
area owne,1 or farmed. It appeared that, nevertheless, the records 
of the Agrricultural Development 11an.: may contain some us.eful data, 
and Mr. \limscn offered to meke thesc available te A FC and AID. 
It wn-; agreed that this matter would be pu'rsued subsequently. 

3. Checchi Tca'rm. Mr. Lerner distributed to the participants a 
report by Checehi and Compa,, on "Vork Performed by the Jdvisory 
Team" aid oially presenited some highlihhts. Tho i :)le of tL advisors 
and their method of operation was presented by each member of the 
Team and responding to a question raise(, by the Al.: representatives, 
the degree to which the team members function in "management" as 

. . tLUVlSU y LU -. &. L ctliU L;ll-t £kiILLUII V\ ULUf .;L: LtJ _., 

4. CQonli sions. After a short intermission, the participants, ex
cept for the representative of Checehi and Company and the Advisory 
Team >'E;c*1mbl(d. Dr. Salem then asked each of the participating 
agencies to summarize its conclusions from the discussion. 

Mr. Naik expressed his satisfaction with the perjformance of AFC 
which, although not yet perfect, represented a great improvement 
in fertilizer distribution over the system earlier used. He saitl that 
AFC had demonstrated that a Government entity 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 coo peration. 

Mr. Wil.nsen said that the Agricultural Development Bank was 
very interested In seeing AFC maintained as an independent corporate 
entlty. Ile urged AFC management to ensure that its audited accounts 
are 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. 
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Mr_ _L.tig said that he believed A FC was; now an establishedlen
terprise and that Its problems, and some problems beyond Its immedl-
 -
ate 	control in agriculture, !;ad been frankly discussed. AsNwas to be 
expected in the. case of a young andI, in Afghanistan still unique,
o'ranizntion, thex-e was room for improvement in reveral aspects of 
its operations and that he Ih.licved AID would IN ready to continue 
it; suplport to A FC. Ile reemphasized the need to launch the study 
on use of phOsl)hatic fertilier promptly. 

Vir. Sthailinh noted theft most of AID's concernis about problems
 
in the areas of A 17C t weoe
s operations reflccted in the covenants in
cluded in the Loan Ag,'reemen.. for fertilizer inpolrts.
 

Mr. Binbergr emphasized the importance both for AFC and the 
government of determininf tie appropriate application of phosphatic 
fertilizer fc,r tl;o dilThrcnt crops anid c1i1 and wcathcr condi!:,ns and
 
hoped that the ..
tuiy would be initiated npedily, Ti0 also cautioned 
aaist estajli.hing unrealizable output goals because these would 

only makle for difficulties in annual operational and investment planning
and thus lead ito unnecessary inefficiency. The importance of identify
ing time casts at every level could not be underestimaicd in the seLting 
of prices for final products. 

5. 	 Future Advisory Assistance. 

Dr, Salem thanked the previous speakers for their comments on 
AFC's operations and then outlined the requirements le saw for future 
advisory assistance. 

ic indicated that AFC wished to terminate the services of the 
present Advisory Team when the present contract with Checchi and 
Company expires (in M.arch 1$M7), but that AFC believed similar 
services woutld be needed in the future. le saw a need for four 
advisors, as follows: 

(a) Team Leader, to advise on general management and 
planing; to have good background in financing; 

(b) Marketing Advisor, to advise on sales promotion, 
Including dealer training, experimental plots and other, 
methods of marketing; 

(c) 	 Financial Management and Accounting Advisor, to. 
adviso on improvement of accounting I'n Regional Office 
and at Headquarters, on financial planning and fore
casting; 
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(d) 	 Pesticide Advisor, to assist A lC In all aspects of 
Its projected pesticide business, hoth admistrative 

and(technical. 

One of the four proposed adviors should flso be qualified to 
assist A1W' with intevinational ipUchasng, and log':istic s manafcment. 

In 111dition, D'. SdCm SSaw the need for oitilled trilng 
outside Af,.hani tan Wr , stblhi sils lahoratory.for the hment of a 

Mr. I . t i., ,12sp1 1nded by ari'epQ, that an;hi'canea , the ;Irst 
three areau; 1 u tioli<, would he des i ah]e. 1 e said tih zAll) wAl d 
hae to lhrfe j ,,W on the Pe.fticide Advisor toy. the r'Ona ns 
stated (ari ier in the (tints,; inn; A I could not consider ay assis
tanc'e ilili 1t ficid Od it wasr that.; :a!1 er...c.n.m...l,;SS vcnadcc1 

technical, .iI. ia- iti0 l Ct1(X'3V jM8 (Mflf! be S'.ti s
factorily ann:ve red. Ile agireed with the nee(d'for a continuing train
ing p'cg' ai but Ic.ft the nasv,'er to the roquest for a soils laboratory 
open. Q asked Dr Salm to prepare a paper describing the work 
for which a soils,-: Ilalatory vnl .io nced, CxIs,"", labo, :mory 
facilities: that might be used to perform that work and the type and 
cont of the (quiloient: which AC' believed it \\uld necld to own. 

Mr. Lu.;tig also noted that A M.)would hax ., to go through a competi
tive seolelion pro" cdire before it could enter into negotiations for 
a new contract, since the selection of Chechi had been based in 
large measure on the qualifications. of the team which was now about 
to depart. 

The foregoinr, minutes have been reviewed and are hereby 
approved as subscantively reflectin , the subjects discussed, issues 
raised and colCic.oils reachhd durring the joint evaluation of the 
Afghan Fertilizer Cmpany and the Checehi and Company Advisory 
Team, November 25, 1975. 

(The Joint Evaluation Rleport was distributed to all participants, 
ackow(Icged, sigmed or dissenting views furnished and included as 
annexes.)
 



Appendix A 

Remarks by M.7. Salem 

The following should be inserted in places indicated. 

PI. 1. AIDA', n. C. : Mr. Charles Jenkins 

Tm,. 2 after paragraph 1 
Dr. S:llem pointed out that the mecting. should be chaired by 

AI), :ceordih ai to1' Pro-Agr. but 'Ill participants asked him to 

cha Ir kIie ni i( i ', 

"g. 3 Paragraph 5. 
WV\hile the T::ecutive. ........ set forth (add: in AFC
 

Char'ic-1 by th "11proe ('!o'nil . ........
 

Pg. 5, P r:igraph (g), .econd sentence.,Should le replaced 

with: 0:':,00, ul,(av..vail alc for f anci ng 5W(, of warehouse 
the ba :lnce plusconstruction 'rm n IDA loan to the Ag,.. gank, 

W IIaCdt_ , .COSL Of iheW 1an(~ v1,211 ik by . 

Pg. 6, () ........ financial .'tatu' of the onip'ny as of
 

Augu,.t 31, 1971 and March 31, 1975;...........
 

Pg. 8, After paragraph 5 add: Mr. ,Tenkins who land visited 

AFC reTions 1, 2 and 4 in the field stated that AVG's a ccess w'ans
 
was a
evident in that in each corner of the regions visited thec1e 

retailer fertilizer outlet supplied with fertilizer and rc:,dy to sell 

It to the farmers. 

Pg. 9, add after (d): (e) One of the advisors should have, in 

addition to above, experience in international procurement and 

port logistics. 

MZS/zT. 

.000
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AGtRICULTURAL 1)E\',LOIMFENT 13ANN OF AFGIIANISTAN 

No. 8116 
IDtc :1.i .1//5 

(12, 2 , 75) 

To Tho Esltemed ,\ FC: 

']ht l' e€ding.: no th,- (\'iiuntion meetinr, alongp; with the 
lvtt:w ofn R/D / :5 (Nnv. :-..0, 75) (i::;) el u (",) nft -1,' ' omC 1n1l1 
c'h:nges in t. Init. i:th aOl I-t . NA lunv:lil h p ; ,Qitot ¢ you 

at n1r di qosnl (.', ' us) 13mn copie:; \Vlwn it it; printed ;md we 

will lx gr,': ,ul. 

Your. 8i nhbrely, 

/s/ 

Financinl Assist:int of the 3ank 

0 oA' 



Appndix C
 

MEMORANDUM DATE: 11/30/75
 

TO Mr. John Standish, Chief, C_711/USAID/A 

FROM larvey Lmerner, Checchi and (om pa ny /s/ 

SUBJE(CT: Minutes of November 25 meotin( - Joint Evaluation: Afghan
 
Fertilizer Company and Cbeeh i and c(ontipany Advisory
 

Team
 

\Ve would like to have the followin, itemS included in an addendum to 
the minute:;: 

Items 2 f. and g. 

"Mr. Helm lpointed ouLt that the financial impli,cationis of the sales, 
projections and the future financial staturs of AFC can be proroundly 
affected y dccisionsq of the Government c(oneerning the sales price 
to A F( rif I HP GA prnriod hrlbh a " Plant. lnd by other tin
1'(,sul vt:6l . . ..VC~i~lVltC~(SlS.i 

Item 3: 

"Mr.Lerner distributed and commente*d on a draft report performed 

by the Advisory Team. The final version of this- report will be 
reproduced by AID." 

"Mr.Lerner comnmented that the 'logical framework" i-c.par-2l for 

this project waIs not particularly Well suited to the purpose of 
evaluations the techmical assistance input nor indeed the progress of 
the, project as a whole, lie suggested a revision of the logical frame
work for this project would be beneficial. 

In all other respects, we find the minutes of that portion of the November 
25, 1975 meting attended by the Cheechi Advisors to be acceptable. 

I am attaching a corrected final dralt of our report on work performed 
by the Advisory Team. 

CDE :I1Lcrner:sp:1 1-30-75 

0010 



FAI KABUL 7721 	 Nov. 27, 75 

. O S FICS 'A' E ,VAS)I DC 

AIf) AC 

SUIJIJ EC :IFC lPi (HeCt Ivalua'iol 

1. 	 iull- d.'ly cv\'ua-.ion mcein, held November 25 widh parnicip

ti.. f :"O,and :;i'l!'. ,, 3,nl:,, '.iinis'l ics of 
!; u1i::,;;tn z.;iw:o E.valuationAgricul~uiI; 1,3 f:n 

P)'11i.cipated in all'i'eam. Cleccrhi *mll,'u:nrei; ,nn ' .(ca;) 

but filml po(J'iJ on; of ret':cv 

2. Colcl:;ioni e .hed ih;2 (") GOA ,'ished to colfir. /,FC as 
.,'d c'o .. .. ,vnnt- tia andt honng 

pre ;c.,it Ii :c:;; (;2, AFC ',:.',' i'1 hL. u!bt;,' 'ai~:~ n nn 

v.r',cs fo . ad ,ional period, vi;h Ali) ' .... . in finncing 
rysuch r"(,rices ar,, (.') prc;Cit Cheehi col' ins, t (o fav(lvis 

services v.,ill be t!lu,,ed to e:d:irca. t 'min: ion dlte and 

W IVC ) li t I] VI/M L.U U l I.. J.01- U.,..'. 

3. Fining,; d!escu,&d wvi~lh ' i:isso Nove3Ydr 20. Conclusions 

renlched ilfl t (n) projt'cl should b cconinued; (b) nov cenfract 

for two years be ncgoiatedl b., AID; and (c) Uccessalvodctunen

tation prepared by Milssion soonest. Significn i poinis a;"ising 

from lhose conclusions (lcscused below. 

4. In course evnhua io:' meeLing, ye emphasized urgency of
 

starting program del'signezl io explore optimal applica.ion of
 

phosphatio fer5.lizcr to major crops under diffeenui cli.matic
 

and soil conditions, a subjeci on which covenant included in
 

loan tagrecment for Loan 0 U) as Scction 5. 2(n). Hope to raise
 

quest ion .%,ii h Iijniste- of Agr.icull ii, P.i hceiting November 27
 

and %iVI then further discuSs wiih itiission. ILis clear that
 

persistent follow-up action by ivission will he needed to
 

ensure designmaLion of GOA agency responsible for progra ni,
 

proper design of program and nioniLoring ito execution. Short

term '2DY services may he needed. 

5. On requesL of lvinAg, AFC has created lnew division for 

pesticide Suplly and wishes to include one advisor in fuitur
 

team to assist in that airea. Due to environmental, organiza
tional and financial implications of that new activiy, ;Ve have
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reserved decie;ion. Believe ,;u(dy is, needed 'o examine (a) p ,eel; 
pe:;t icide ,arLae ing :; ,-ci iilAl),anirLIn ( hoh tI'ough gov (Iill, ,en 
channe,; and by"priva~v impower:: /ea (,r; (b) needs [(r imrwl) oing 
pes'vI ,y't-.;(c) oresee:ldt M by iypepv81;icim vcquiremeni, 
anid qtunHL Vhy; iicet:; for (lfidhdt, j ; : l u: 2 ':'; and(dI) r::i 

ilic clvirl.ill p) hle'O[ inlik-: 
an I be c:It ..'ith in fR .ule. S8Ifrc: t you c-ploi,, v,.eher 
Ls(i Vi (d o;, r:: e fOr w, io.( 8 .im''/ flw(']\l,; vee,; 

(c) J;piec ,)nl(t;. . l illp)ru'- . ;'c'3l

of - td('e:) ]y illJa! lu.y t;huult )(' I lic,,e [iju og';tlid 
Se.vices !rui , 1, J (2(2 iDi)o(;-; el (i;(. .( Vl (.'o ap)plo() 

6. AFC ha-: .: 1:;o I cque,:; t<! i aclu.ion in In (1jel.of 'W<S( laboraim)'.
 
..Ve IhLv C (CjUC ,: ?':l AFPC (, ., Mrp.,'2f1I ,.:'o,,;,........... (IM.. 'iij gv
1'C ' 

(a) purp,: whic: cry i ..s): v, !n la . i' e,-i; (bi : sing soil 
labovatory facili.ics in Afl";ai;a,a',wiich ilht be used, and 
e. n. :o .,iiici c;e iniLi 2'70i ifla,.hmQC1Uklam, 
(c) addi i~oal c u ip-lnle hcli,.ved y t:ca !.wlish,oacro 

ptrloses . whle I' JU) 3il 8u:il auutii"),c :ionl , ', ciui(! ntc' ul' t 
equip)Pmeni vouli be made fer receip, and a .lyusis foregoing 
informat ion. 

7. Financing of addi ional 1,yo years fo services w ill .cquirc 
(a) inclusion :,fpiojec in 1 .177 CP; () supplcmcnk o PP,
 
including evalua.lion report.; (c) ne' ProAg or G.an: Ag,cement,
 
and PIO/..'. ilission will cable sepaj'aely on propcised timning
 
foregoing cIeumn:ation. Ve realize (lCiinili'y of having new
 
Lean: a. work soonest afWer depar;.tre vsen:. ;earn in February/
 
MIarch, requiring iniiialion of con' :. ACediLeP and considering
;:c:. ASA 

po~s iI~e al;.e V;ix'es for proCCedi;l, ,.:h)iCh Vill follow sepiel. It 
is very unliclly, hovevev , oiliga iu0 ohalof FY 76 funds for lhis 
projeL will be possible bef.ore Deceiibel 3I , 1975, as previeu.ly 
an'icipatul. 

8. Discussed with !Vlission necessity of closer llonlitoring of 
proj'ct, /hich will 1equire fresh look at Pi'oject Mlanager 
func',.ion for this Projeci, 

9. Will draft, before leaving Kabul, L'iinues of R,,aluation 
IMeeting which we hope will be signed by AID, AFC and 
l\iinisirics of Planning and Ageiculture. Full evaluation report 

'0\ 



for in'ternal use ( eni ioned in .ilrl laph ' (h), above viii he 
pret)ared by lii nhertg and Lusiigr upon rcimu n o ho..me ibase. 

ELIOT 
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A" TTr. 1 

1~ P,Ii 

18?1 

Re~tailer.i' 

N'CI' 'T 

" r ~C r.N 

ofl'CYth"followi n:, meanings:
te fllni w te~a ;V~11oC!I T'"' 

vv:~.ii~; I' ofAnricultmin' anIl Irrjil 

'111101tT'"t11%( of f(1it1"I>A~ricultuNil 1 
to jncdjvithiut:1yi'vthe'of-,l'fllOw*A !Ocumenit 

ta:icII puri7;' to0j'ttinoIpmansfl 1112lII\ 

entor into frwmize r u reia~m ani 

9'civiien oil a reinil hai:ie. 

A reril or le,.r;al ji212:00. who, Ij-riv\il'2ged hy the 11 in 
nt'I-tivi ties purtaililip I t he pure]

Carri er out. IVh'an-
Up, fum nnl~aalacdoldel's;

sale ancl cli st ilml ion to 
to this.rtilzcr2, pursuantof the Company: 

rtr~i' 1*"jDl sijonfics. go
(1) The torm~'lgl 

mnotal 	infti tio!5 
onjutus, such n 

01':A l1 OVI'l11C'ad()III OrderI 
-" 10a1:be st'i hne 

wari cultil' a] eonoper't\c 
the task of retailing

their 0 'volopmelit speededl, 


fertili,,,cr can b.- coatatitied, necording to the
 

to such orra ni zationsr 
T inistiW's recommendlat ion, 
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C!APT'El TWC 

"':"IV
EATI'i'TC'IT N "VI, 

I]ls.o on 	tis ThIT il', al p',.ny, unler 11c name "Aft!'an Fertilizer 
r ''," . ! as a joint-:tock eonipnnv. Tho hcitqtIarters:;hll be~e'inili, 


of (1te (S',:P.any :;1ll hL in '. 1'ul nn1d its Lrancli offi e,;, aanncies, d
 
t l k-,1 -lS r
\v .:;hol ;: 1- ~; h]ij;h(Z, .P.d wheni lw('!,:,'tl' , in othc, parts of
 

A)t ~h-li :t~m
 

'l-e rtui :oriZcl en0pi Isterk of the COmpalwr is Three I7un,od Million
 
Af!,mll: 6Aft;. 300, U!0, ,%), iulo Tily T.... .arc0, 0009)
din\id .-U . 
to be i.msu!d in lhe nn.,, oft .ialLhOb". *. The minirun vl1- of each Share 
is T-n T:,ou .:-,Id Arf!;, M i . (A.,'S. J0, 000). 

Th Cs:io .nnoi .. l its stock to private institutiens or prson.s. All 
the Co.nlpny' s 'tock hl(0 by private inntitul ons and pcr'-oss.hall be 
pur'Chfld, affer th comin, into force of this C1!AP.T:P, by the P-ank at 
face vr.!Ie. The Pak can as Company's stockholder.rernain "h 

A PT.C.I 	5: 

The Company's o1jctivs are: 

- Procurement and importation into Afghanistan of chemical 
fortilizzar,; from n.rad, or procurement of same from 
the domostic sources. 

- Transportation, storing, distribution of chornictal fertilizers 
to the selected oullets within the country. 

- Setti n; nec'.sary standardS for controlling and rerulatintg 
storage, packing and the matters relating io credit and 
sale of chemical furtili-er, according to rules and regu
lations t)be est.blishcd for such purposes by the Company. 

AllTricu ,6: 

The Company, In order to carry out Its tasks, shall acquire the required 
funds froin the following sources: 0,0 
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a. Through the insuance of stock. 

b. 	 Throuh ruccivi n loans via iSs-ulnrV bonds, nccordinv to the 
Sup rar c Council's approval. 

c. 	 Throug h the Government' s -mbsitly, and grnnts mae!by other 
"Oilu '!cS, pir ;uali to the Sqtlj'i'r;cm Cotineil', approval and 
the Governal-ent s validation. 

APTICI 'F 7: 

The ("oiptany cn, in) ordvr to carry out its tfsks, participate in 5,ov'rn
n ctal iniptitution s ,hose wtiviii-vswould b).supportu; the Company s
 
ohj eciyes.
 

AP-TIT 	 CI.-: 

The Con:pany ,AlNl distrtbute chemical fertilizers on credit via Pank and 
other 	lending aguncies. 

APT[CI.V 9: 

The Con ,any shall disi-ilbute chemical f!ciiz, Ih..,s fariers and land
holayis, directly or throug.,h retailers, pursuant to separate regulations. 

,
AlTIT(TI,,10: 

The Company can, in addition to the tasks ainA duties set hercin, embark upon
other L-riulturu which would promrote the rompany's _,oa1a and:ctivitie. 
interests, and which would bring facilities to the farmers, pursuant to the 
Supr.one Council's approval. 

14 



C1IAPT71? THP r" 

ThIe Companily i, C!oIiS-,cdj of thc following ovrgans: 

- Jh, (krval Assembly' of tockdl(hI's 

-. hc Stipreli'c. Council 

TIhe I.'.:c-cl1i e P ofi 1' 

0 Foarl of Auditors-'ho 

Oles,
 



ClIAPT'"P FCUf' 

'rur*?" G"IN"1 rAT. A;"SM]LY OF ',TCKCOU'"1, 

AP'r'IT- P"" 

The ordinary ?ls oe'.tiOf the Generml Assirlly of Stocoho1lror shall be
 
conVoecmd annuallv wilhin four nTowth1. after Ih 
 close of thn Conqmny's
 

;eal year to harndle th, follov.'iwr mattr.l's:
 

(1) Con:i"lration f th: Annual ".ePor or ccuv l -oarthe 	 and 
toardl of AuMilor;, to l1 cr wvitl-, h R2uplr!,wo Council's i%--om

n w.Fia tiun., rxt.:ardin the Cor-pny's activitius;. IlIthis '("port, 
Ih':' fin-nia ] status of th:" 'ompany al so sall be shown, while 
conarin i t v.'i th th a two prccc-ti g years. 

(2) 	 Consideration tond approval of the..'Coripany's Palanee '-'heet and 
Profit nni 1 ons; 'ttcmun, intd distribiution of annual 'prnfits 
and losses, on the basis of the ,ulprene Council's recoi
mlrla Lions, 

(3) 	 Eleetion of the members of the Po.rd -f Auditors for a terin not 
cxcred,'in three years. 

APTICIF 13: 

The extraordinary meetings of the General Assembly of Stockhold-crs shall 
be convened, pursuant to a demand from the 7xecutive Poard and recom
mnendations from the Supreme Council, in the following conditions, within 
fifteen days: 

In the event tha over 20 percent of (he Company's paid-up Capital
stock should ha',e been lost; or there should exist the possibility 
of a fifty percent loss of such capital stock. 

- !n the event that, there should occur a need for the amendment of 
the CTIAPTrP. 

- In the event that there should arise reasons for the dissolution of 
the Company, in accordance with the provisions of the Commercial 
Law. 

q0,.0



APT11-1 ", 14: 

The stovkholder, limself, or hi s legal dele?'te, shoul ottend the meetings 

of the Gwnera Asc,m)l\v of ;t ,ekholders. '.ach share his tho power of one vote. 

Ti1 stoeldhol(.r, his lei".al d shall, after reistration of his identitv,or (,lerItO, 

obt'i flthe, Ad(m!i,.-ioll Cardt to th, rre.tin, . :, ate, plae, an,1 the agenda of the 

weet ill:!,: S1:2111 he :lllloulc(1 I n'.a.s ill 'arvanC, at the ]atr':st. 

A !;I' "I.' 1,5: 

111e i ost aies which wouldj b,- oth rwvise stihy the 'om mlerieal,Xeept il 
lavw, Ahw quotuteun for the, oF(.invtry :t.Nld cxtraowdi nary nir eltin.pgs of the General 

Assm!vilAy of :; ... ., l 'i( shll two-thi of the p ti fl-uF capital stock of 

the Ce, l..uy. ,Throul tifis quorum not be atainied, thr. i.after shall l'e 

nnnm(-(e:- nn! I ec.:d meelyti,, shall ho )),ld after n tm-dly space of time by 

ApTI~jrI .!; 16,: 

*. ~ J ;fiJ cii,,,rai S lLIV()~&L'IUIll~of L ~ 

chairmanI of the meetings.
ndsctay 

A?TIC"I E 17: 

The decisions of tile Goner di Assembly of Ftockholdars shall be recorded in a 

spQeial Fook of Tflecisions -,nd si-nodt by the attending membfers of tim meetings 
and flhe qocretary. 

J .S h J 
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CIArT7P FV T 

.'THT S!J vT' T.V, "CUN!I 

A1 TIW.L! 18: 

The Cupr'eme f ouncil of the 'ornpany is formed of the following members: 

-	 I\qnister of Agriculture. chairman 
-	 I~inister of Finii,.e, mem.ber 
-	 linistr of .f!inniIvr, mcember 
-	 IVinister of ,'im ,s anid 13vuc'ries., nember 
-. 	 ?,inlst:,r of row1erc , ]c-tor.b:2r 
-	 Pr'3id.r.fnt of the; A.:rieultural F'evelormnent P.ank of Afghanistan, 

m embeCr 
-	 ]Managing President of :Afghan Fertilizer Company, member 

A.TICLJ_ IS: 

The Supreme 17ouncil shall mth. once ,?very three m olths _t 1east. Its 

exrodnr .etn a covn. - the proposal uf the Executiv'eoenc~ 
P~oar1. The quorum for the Supreme r'ouncil's meetings shall be four 
meinbers; d'eisiors of the meetings sha1 be made by a majority of votes 
of the attendin mm..bers, with each member having the right of one vote. 

Tn the event the votes should come to a tie, that side for which the chairman 
has voted shall govern. The riecision.s of the Supreme Council shall be put 
into force after having been recorrded by the secretary in a spcceal book and 
signed by the chairman and the attending members. The secretary shall be 
elected at the first session from amongst the merrbers or outsidle thereof, 
for a tern of one year. 

APTICIE 20: 

The Supreme Council has the following duties and con'pctenccs 

a. establishing the general policy of the Compnty, in conformity with 

°
elete atth )firt te ~erbos othis CHAPT EP.'sesionfrn-1anon~rsobjectives.	 otsde hoeo,0 

b. 	 Appontintng and dismissal of the members of the Executive Poard. 

e. 	 Approving the purchase, sale, mortgaging and leasing the Company's 
Immovable properties. 



the 	Company's branches, (divisions ?) and 
d. 	 :..stablishing.-.nd closin 

agencles at the headquarters (7) and outside the headquarters (7). 

the n.2cessary bills and regulitions for carrying out the 
o. 	 Approvin' 

followiiwnmatters: 

(1) Tliring, transforring and] dismissing th: "'onipl'my's erployces. 

cos.ts paid thl, employees an,' other cklp.ndents
Note. "Jilaries and 

om 	 any shall N? in aceordanc: with the
and 	dcale.rs of the 

yank", scale of salaries a1d such costs. 

s.(2) 	 Rewar-lin- , anl disciplifling the -employee 

Other instances rLequired by the (7cmi,any's activities.
(3) 

throu-h borrowing,
f. 	 Providinf fund resourceS for the Company, 


and alcceptin-g grants.
issuance of bonds, 
T.~iniw. Ihi extcnt of government s sul.'-idy and a'ppIyir'i for thI-; 

!,ncteririn n .... 

same to the Government. 

for 	raising 'laims against members of the 
h. 	 :7stablishino: the ne:Ad 


Executive l-oard, according to law.
 

.'cciding on the Com.pany's participation in governmental institutions. 
i. 

MN'aking decisions aV-out 	the subjects presented by the Pxecutive Foard 
j. 

or the Poard of Auitors. 

!kpproving the employment of expatriate advisors and specialists, on 
k. 


the Executive Doard's proposal.
 

Fixing the purchase and sales prices of fertilizers on retail basis,
1. 	

and approving the bills 
determining the retailer's commission, 

,xecutivc Poards 
related to the retailer's activities, pursuant to 

Tn fixing the prices, the cost, the Company's financial 
proposal. 
status, and the siz'e of Government's subsidy shall be taken into 

consideration. 

the 	Profit and Loss Statement, as 
m. Considering the Palance Shect, 

well as the Executive Poard's and the Poard of Auditors' Peport, 

same t.o the General Assembly of Itockdolders,
and referring 

together with its views and recommendations.
 

BES 	 SIkE copY 



and 	authorizing
n. 	 Approviwl' th.. fertilizers iwportation ar'recmits, 

the si nin'l of such contracts on behalf of the Company. 

of other Outios which, nccordinrv to this 'IATI' P 
o. 	 Taki n;, ol 

and pursuant to the orders issued by the Government, would 

beloiln.g to it. 

nd Octrrrinin the, competC:.uc,-s of th1,' 7xecutiveflWp. 	 Establishinm, 
Poard in monetary affnirs, concluding afrir ',nts, n simniir 

other documcnts. 

6, rOV
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rHAPT-P'IX
 

T -17 '"I.TIV2 'CAP7'
 

,ApTTIE 91: 

The Comrany shall be adnini sterod within the framework of its ,soals and 

tisks, l)'se1 on the polici:!s :;(t by the Supremw C'ouncil an: pursuant to 

the rCp?,1t!tions an'l bills arrangvc by the Executive Poard. 

The 	 -xceutiv2, Board is compri sedl of the following me-bers: 
(1) 	 The chairman of the 'xccutive Foir.ri, as Prosident of the 

Company. 

(2) 	 The financial and administrative ri ce-presidont. 

(3) TIe coiercial vi ce-president. 

APICL',.I,. 22: 

Tho 	';x.2eutiv(. Poard shrll carry out its duties pirSul-nt to tile Lupre:ni, 

the basis of the C"IAT' 3 and other acts and intornl.l
Council's approval and on 

,xecutive Poarm, idividuallyThe members of the proce.urcs of tho Corlpany. 
shall 	be responsible for their performance to tho 'Suprcmnc

and coll~ctivly, 

Council, according to the provisions of this CHA!, ,P.
 

cannot
The members of th; :,-2ecutive Board, during. the tenure of dffice, 


work in any other offices or institutions; nor can they require other
 

compensation or fi mmci al pirivilefges.
 

ARTICLE 23:
 

from amongst its members or outside,

The 	Executive ?oard shall appoint, 

at courts ard other tribunals. 
a well-qualified person to represent the Company 


APTICLE 24:
 

The agenda for the ordinary and extraordinary meetings of the General.
 
,xecutive Board and


Assembly of Stockholders shall bo prepared by the 


submitted to the Supreme Council.
 

APTICLE 2,5: 

its compotenCe
The roatters which the I,,xecutive Poard should regard beyond 


Council for decision.
 
or duty shall ho referred to the Supreme 

'8 e.' CVjs 



- 11 

1CAT' C.F A UrTC P 

AWIlC i'," 26: 

The Gene.ral Assembly of 'tockholders shall elect a Poard of Auditors 

for the Cormpanv,. omprised of lhree r'mmb:'rs. 

'
AI'I'IC L ,,27:
 

Tho TIoar!l of A :litors cannot make its audit known except to ] l authorities.
 

APT[IT2 8: 

(?ther 1 eSonsibilities and duties of the Poard of Auditors shall be reouiated
 

accordlint to the Cowimorci fil1'w.
 

The P7oard of AucLitor,; shall yvrf,)rijj the following/duties:
 

a. 	 Auditin", thr- accounts anwl reconcilintr th-nM witlh Palance Sheet,
 

and Profit an, Loss ,tate;rent.
 

b. 	 Controllin" the accounts of the Comparen once every three
 

months itleast.
 

c. 	 Auditin,. anl exarminin-,g the Conmpany's cash on hand once every
 

thre- i,ontls without warnin!.
 

d. 	 Auditinrr the ,lormpany's 'iocks 1Rogister. 

e. 	 Analyzing tbe financial status of the Company. 

f. 	 Analyzing the accounts of debtors with regard to doubtful and
 

non-receivable debts.
 

g. 	 Verifying and confirmin; the conformity of the Corn,.any's p-erjormance 

to the proscriptions of its C'HFAPT7T1 and other rules and rle,gulations. 

h. 	 Peporting the conclusion of its audits to the General Assembly
 
of Stockholders, as well as to the Supreone Councii,
 

i. 	kSupervising and watching the Company's technical works and
 

matters.
 

S1( Op 



3'h,Poard of Aucitors is reSponsibhc bcfora thc Gjnoral Assovn'bly of
 
Sar-A1olcl-Drs '111f tho (,upre~noCouncil.
 

A P'r'JQL'3 0: 

ThLIi Poni"!1 of Airlitnrs Ofl) pnrticipat? in tiv., or 'inrv anc'*xtnrlinr 
Yre,2ti n-s of th- c~n-ral '~K1ro C ~o1~~s*~u h iTIo 
voti Ivr. It -11.,nl;o suihnr-il its proposals "110 co- onains( to 010 
,mprcrric Councvil. 

T11 th'- uvjjt )f' Lh.-C1)pipy ' f~i ssoluticnl, th . oa' of IN11iTcrvs Sball 
in,;pcct ('-m.)/a:cr2c (? ) tho licuid'aticnr attors, ncco'vdiim to tho 

The dutios of tho Poa3'1 of Auditors, oithear wholly or par'ly,' cnn bo entruistcd 
provisionally, upon the lTprionv. 'ourcil'r approval an-1 rocoimmnation, to 
a group of Chq rt-rcd accountants of int rational stanck rdl. 

TIhe Gc.rlAssen)IIly of Stockholdors, puirstiant to tha xcutivct ToardT s 
proposali ad thc' 71uprcm-2 C:ouncills Shall nnnk2 di011rrmato, 
docisioii as '. Vi, ,Apportionytint an., rlistribution of tho rcmnainc,:r of tho 
nr-'t profit. 

BEST AN/AlIUABLE Copy 
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CHAPTER "EVEN 

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 ,'icet, the Profit and Loss tatement, and the Annual Reportof the Executive ooart, &ter having been confirmed by the Ioard of Auditors,shall be suhInitted, within four months nfler tho close of the COnpany 's fiscal year, to the rupreinu Cotncil ai'd the General Assembly of L'toukholders. 
ARTICLE 3. 

The net annual profit of the Company shall te distributed as follows: 

a. Fort, pereent of the net profit, at least, shall be anpo-tiOnd to
ti General Reserves, ,h portionment of the ne"t iprofiL to..
the Gencral Reserves shall be continued until such a timethat
the aggregate amount of same shall equa.L the approved capital
stock of the Conipany. 

b. Five percent of the net profit, at least, shall be apportioned to
the Special Reserves, to offset the fore'ign exchange risks and 
other unexpected losses. 

GO?*
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CHAFTER EIGHT 

]M-ISC ELLANEOUS PRCVISIONS 

ARTICLE 36: 

The Company can bh dissolved, upon the decision of the extraordinary 

meeting of the General Assenbly of Stockholders, on the basis of the 

Supreme Councills resolution, in accordance with the Commercial Law. 

The decision of the extraodinary meetin. of the General Assembly of 

Stockholdrs r.garding the dissolution of the Company, on the '1u4)premele 

Council's recol: II(imcndat ion, Can be la( through a ma](.'i ' voting 

representing three-fourths of the l;aid-up capital stock. After its 
shall he settled through a bodydissolution, all accounts of the Company 

of accountants ele-ted by the General Assembly of Stockholders which 

would operate under the administration of the hoard of Auditors. 

ARTICLE 37: 

Instances not provided for in this CHAIT9IT. shall be taken care of 

according to ihluprovisions of ChthCuomijrcial Law uil ctl iu 

of the country. 

A)ITICLAE 38: 

This CHAI.'FER which has been prepared in eight chapters, including 

thirty-eight articles, shall become executable 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 

BEST q.M- C 
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AFPCTAII !'-'7T ' T T'7r'. C1\PrAN-' 

Feb. 21, 1976 

Mr. Vincent -rovn 

"'irector USAIYZ 
Kabul. 

-oar X2r. Prown, 

1976 in which you ,-MclosodI -r'.c'.,ivcd your kttr of F:'uary 2, 

T
iterrs of info-rmation conc',rnin,: the Af-han Fvr,'ilizer 'cmipny. 

have rmd'vod these papers, and tie ratter has been brcur ht to 

my attention. 

I am happy to be ablo to inform you'rthat: 

(1) Cn ehalf of th2 Supror.m r:ouncil of AFr' TIo. sirn th . USAI
. ~ nttua,~~1*. . t a a- a : ridta'.7 

• • • o :b ulc.; 

(") The 7uprcr- a Council dcios d.sirc that AF7 continue to 

operate3 as nl indepenrmint entity, in accordance with their chart3r 

and thb loan a 7reenent. 

(3) AF ' is oporatin- in a norr.nl manner in accordance with the 

A'C Charter and will continue to do so. 

I appreciate your thoughts conceornin' n.y health, anrl I art 

fcoling much better. 1hope that you, too, are continuino in --ood 

health. 

'incerciy, 

/S/
 

Azizullah Wasofi 

Minister of A' riculturo 
Chairman of Supreme Council. 

BEST AVAILABLE COPY 



ANNEX 5 

Fertilizer Becomrnme.datlon for D.fferent Crops
 
by
 

Research and Soil Survey Department
 

Crops Description 
Nitrogen 
Kg/h 

12( 5 
K/h 

Urca 
Kg/Jg/J 

EAP 
K2 0 M.ethods and Time of Application 

W'heat 
Irrigated 

Improved 
Winter & Spring 100 50 36 22 -mended 

Split application of urea is recom
in cold rc-ons, 50% in fall 

and 50% in spring 

Wheat 
Irrigated 

Local Spring 
and Winter 60 30 22 13 -

Wheat non-
Irrigated 

Improved and 
Local 30-40 20-30 11.5 11 All at sovvng time 

Rice Long 
Grain 

Local 
Tall 40-60 20-30 16. 15.5 -

Urea should be applied In 2-3 appli
cations - flow of irrigation water 
ehould be stopped when urea used. 

Rice Short 
Grain 

Local 60-80 30-40 25 15.5 - it 

Rice Local 
Short 

60-80 30-40 25 15 - " 

Corn Local 75 75 28 23 Split application of urea recommended 
at first 2 irrigations. 

Potatoes Local and 
Improved 

120 80 40 35 Urea should be used 2 times, before 
ist and 2nd irrigation to about 8-10 
from plant. 

Cotton Improved 60 40 20 18 Ialf of the urea should be used at 

ulanting time and the other half 

after singling. 

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

CA, 
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AFGHAN FZF2 ILIEF CC.rFANY 

Assumptions for ,even Year Plan 

are acc, -ding to AFC forecasts for1. The filrures given for 1354 

sales, capital and expense budfrets. The fiurcs were approved by 

111 Supreme Council. 

Sales forecasts in 13 .5 and following. years are an average between 

provied by thy D.Ministry of Agriculture r(r Urea andthose which were 
AF"" provided the sales forecasts for

D'AP and tiose forecast by AFC. 

Potassim, . ' ;ulphatU and Agro-chenicals. 

2. 	 fSellin, ric.s: For Urea - Afs M600/ton and DAP - Afs 1.1,000/Ion 

These figures will not be were established by he Supreme C ouncil. 
The sellin- nrice for Potassiumchanged luringr Ibis 7 Year Flan, 


Sulphato will be the same as the DA1 selling price. Agro-chemical
 

sales arc based on AFC forecasts. A 20 - 23 percent gros- margin
 

based on sal.s is us-ed.
 
3. Cof of .. '.. tonls Sold PL f/one percent of tons 

In the case of Agro-chcmicalsold as on allowance for inventory losses. 

These losses are
sales, one porccnt alowance for losses is u..ed. 

bued on experiences in comparable business. 

Frei'ht Allowance which isIncluded in Corst of Goods Sold is tWe 

estimated to be Afs 80 per ton of fertilizeor sohl. 

All Afghani figures aie round.d .lo (000).thousands4. 

;is used.5. The Conversion rate of afs 57 per 

Intcrest expenses are based or payments due on long-term loans6. 
000, 000. Additional money requirementsof $10,500, 000 and :;,1, 


will be provided through subsidies. Interest income is based on
 

The averago amount on deposit
Time Deposits of Reserve Funds. 


is assumed to be Afs 400, 000, 000 and the rate 5 percent. Net
 

interest expense is as follows: 

,
B1EST AVAILABLS 
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$19, 500, 000 C 2-	 = :390,000; 57 =afs 22,230 round ed
 
= 
8,000,000 21, 80,000; 57 = 4,560
 

26, 790
 

Less interest Income 100,000,000 5, P0,000
 

Net interest expense ;,t 790
 

7. Principal Payments, which start 91, years after the first interest 

payme't which was made October 6, 1973 (M.ezan 14, 1352) made by 

an equnl amouit.the • overur-Aent or ilie sub:.;idy will be increased 1y 
n tThe firs! scrian1-al payn,evits of npproxim'atly '3111,1670xill n

be due until A V'il 1983 (.Iatnal 17,1,i, 	 1362). 

from the Mazar Plant8. Pur':hases. All Urea will he purehasel 

to the extent of AFC stormie capacity and to the extent of the 

production Capa:'llitV of 100, 000 tons per year. When the 100, 000 

tons are e;cecded, Urea wilt tm,,e to be iinported. C'cnsideration 

should be given to the contruction of anotloi: urea plant or for 
.Ty 1357 sake's exceed t1e capacityexpansion of the i'aznr Plant. 

of the Mazar Plant 	and by 1261 sales are projected to he double 

that capacity. Lead V,-c, of 5-10 .wtars will be reuiredl from 
exploration to co mrpetiol o: .oetructio. 

ColslVr,'ation S' oulli Te n to construction o' TDiemmnvloniumI/	 a' 

Phosphate plalit. Sources of phosphate are said to exist in 

Afghai istan. ,hese sources nshould Le located and surveys made 

to determine the .ensibility of built'ing such a plant. 

For the purpose of this 7 Year Pla,, no new construction is 

assumed, and imports of urea are necessary, 

Mazrtr Urea 	 Imported Urea 

Afs 10,260$115/Ton 6,555 

1,20 av. ft. Rail Ft & unloading Ps
 

#20 1,474
 

7,755 Cost of azar Urea av. truck Ft 800 

Cost of Urea Imported 12, 534 

DAP Potassium Sulphate 

CIF Karachi ,00/ton 11,400 :P180/ton 10,260 
1,474Ratl Ft & unloading 1,474 


800
Truck Ft 800 

Cost of DA-, 13, 67,1 ost of E,2 S0 4 12,534
 



Purchases and Sale0 of Fotas3 urn 5ulphate will bc, ins ignlfican 
until 1358 w-cn :3,000 tols will be purchased to take care of 1359 

ales. Agrocheimical purchases will be ec'ual to cost of goein. 

9. fnVentoniQ,,: ding inventories for 1351 will be the beginni.,'g 

inventorics for 1: 55 Tlued at the purcla:;e price mentioned in 

48. '.'hling inventorie,;, for years whon urea is imported, wvill 

be valued at the Mazar Plant Cost plus frei,,ht. 

En!in r ir.,cntories 1or urea shoul be no less than 1/3 cf the 

,l:.xt years -A... I'cntorics for Potash -rad PAP prfo rnhie 

should i;cno less than 50,..xif the next years sales. -urchnses 

ineach year provide or i crcases ilsales as well as additional 

Inventory. 1,-ouiremenlts. 

10. Collection of Tecei,',:ble,'; Collected 131, 

1354 Peceivables Collected 
Due from wholc,,ah.,r C Covt 10,286 10,286 

Pee from Ag Lank 45% 393,871 177,242 

Sales Cotton Prog-ram 1354 25/c 199, 675 49, 919 

Sales Wheat Program 1354 554,403 554 ,403 

791, 850 

1355 Pccivablcs 
Fee from Ag Y'ank 216,699 f1f), 69 

Sales (otton Program 1.354 149,753 67,390 

Sales 1355 1,023,800 1,026,800 

1, 310,819 

1356 Peceivables 
Sales Cotton Program 82, 333 82,336 

Sales 1356 1,379,300 1,379,600 

1 , 'i61, 966 

1357 b following years Collection - Sales 

11. I-udgoted Expenses AFC 8%c of Sales 

Agro ( hemi,'al - as stated. 

SCOPI
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12. EnTing Cash ELlance - This is set it af:., 700,G0. This arno 

Is 	necessary to t,ke care of the required purchases. It may have to 
abe Increased b:y 1357 when cash balaices before subsidy are 

negative amount. 

at Hoot 2.9, 135313. Accounts Payatle 

30,460Paktia Project 


Due on I ra frow.Rus- , 365,124
 

Due on Mazar Fert. 173, 8l41
 

30, 50
Interest to ',FT" ank 

4,'50
japanese DAP 

Total 64f-,605 

14. Cash on hatv' and rnie Deposits at Hont '9, 1353 

123, 214 
A t:A OA
Cash 	 -. 

Total 550,709 

PAYeve 
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AF(IIAN F,'BIIZlf,'ll COMPANY
 

Year 	 'yNpe of 
Itolr ili 

VIrca (@'8,,100) 
,, (i 9,;o0 

1354 


Total 


)A 1'0 9, G00 
1,' (,l,0Ooo 

Tot:a " 


Tutal 


1st year
 
1355 Urea ( 9,600 


DAP (411,000 


Total 


2nd year
 
1356 
 U rea @ 9,600 


Im l,~dIJ 

Total 

3rd ycar
 
1357 Urea @9,600 


D1)AP @11,000 
Total 

4th year
 

1358 
 Urea @ 9,600 


DAP @11,000 


Total 


5th year
 

1359 
 Urea @ 9,600 


DAP 011,000 

Potash (iIil,000 

Total 


6th year
 
Urea Gi'9,600 


DAP@11,000 

Potash CL11 ;000 


Total 


7th year
 
Urea ('9,600 


D)AP1 1,000 


Potash @11,000 


Total 


Sales. 

Sales in 


18,200 

40, 800 


59, 000 

4,950 
1,s00 

19 I750 


78,750 


68,000 

3374,000 

102,000 


91,000 


137,000 

114,000 


5 0 
171,000 

141,000 


70,000 

211,000 


171,000. 

85,000 


1000 


259,000 


206,000 

103,000 


0 


31.1,000 


243,000 

122,000 


8-000 

373,000 


Inforlation for 7 

Sales in Afs 

Rounded to 

Thiousnds 


152,880
 

391,68
 

544,560 

46,728
 

16g2,foo 
209,528
 

754,088 


652,800 


1,026,800 


873,600
 
UUU,6046 

1,379,600 


1,094,400
 
627,000
 

1,721,400 


1,353,600
 

770,000
 
2,123,600 


1,641,600
 
935,000
 
33,000
 

2,609,600 


1,977,600
 
1,133,000
 

55 000
 

3,165,600 


2,332,800
 
1,342,000
 

88 000.
 
3,762,800 


Year Cash Flow 

Expenses Deprecia-

8/c of tion 
Sales 


62,303 


-"82,144 


110,368 


137,712 


,69,888 


208,768 


253,248 


301,024 


5,700 


8,450 


12,094 


14,579 


1,647 


18,469 

21,716 


24,334 


Inter-
est 


52,914 


6,790 


6,700 


6,700 


6,790 


6,790 

6,790 


6,790 


('apit:tl 
IhBi'get 
Outi:. 

5, 920 

93, 50 
.. -5-0 
7,550
 

,..
 

64,850
 

74,550
 

60,850 

69,100
 

68,600
 



Agrochemical f i.,ision 

Iformation for 7 Year Plan 

( ost of (Cpcrating Capital I'-Lifget 

SalC's - oo(s ypnsus, ",prccintion C)uthv _ 

00 287 1,5G0l1355 416,850 36,300 6, 

1353 83, 055 6 113 7C,9,1 540 3,500 

13 57 11 ,, s 86 :75 11,304 91 4, 91 " 

861138 1. 5,.' 0 111,123 11,678 1,249 

V159 175,099 134,079 11,898 1,30,1 253 

1360 277,691 216,915 14,559 1,5-76 5,188 

13G1 31.8,412 2.6, 120 15,330 1,818 25 

losow,
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Tons 

1354 

AFGHAN FERTILIZER COMPANY 

Cost of Sales 7 Yea: Projections 

lst Year 1335 

A fs Tons A fs 

2nd Year 

Tons 

1356 

A fs 

3rd Year 

Toms 

1357 

A_s 

Beginning Inventory 

Purchases 

32,000 Loan 

7,500 UN 

Ft. All 

Total: 

Urea 
DAP 

Y2S0 4 

Urea 

DAP 

K 2SO 4 

60,016 
20,633 

-

40,000 

39,500 

--

310,200 

102,550 

6,300 

419,050 

40,721 
40,284 

80,000 

32,000 

620,400 

437,568 

-
8,160 

1,066,128 

52, 331 

38,164 

100,000 

40,000 

775, 500 

546,960 

10,960 

1,333, 420 

60,926 

33,934 

100,000 

60,000 

775,500 

620,440 

13. 68 

1,409,620 

Available for Sale 

Total: 

Urea 

DAP 

K 2SO 4 

100,016 

60,133 

120,721 

72,284 

152,381 

78,164 

160,926 

91,934 

141,705 

Cost of Goods Sold 

100, 5% of Sales 

inTons 

Ft. All 

Total: 

Ending Inventory 

Total Sales 

Ft. All 80 Afs/Ton 

Urea 

DAP
K2SO4 

Urea 

DAP 

59,295 

19,849 

40,721 

40,284 

78,750 

6,300 

671,891 

433,175 

6,300 

1,111,366 

68, 310 

34,120 

52,381 

38,164 

102,030 

8,160 

529,977 

466,557 

8,160 

1,104,694 

91,455 

46,230 

60,926 

31,934 

137.000 

10,960 

709,234 

632,149 

10,960 

1,352,343 

114,570 

57,285 

46,356 

36,649 

171,000 

13,680 

888,490 

783,315 

13,680 

1,G85,435 



AFGHAN FERTILIZED COMPANY 
Cost of Sales 7 Ycar Projections 

4th Year 1358 5th Yez.r 1359 

Tons Afs Tons A s 
6th Year 

Tons 
1304 

A fs 

7th Year 
Tons 

1361 
A fs 

Eeginning Inventory 

Purchases 

32,000 Loan 

7,500 UN-, 

Ft. All 

Total: 

Urea 
DAP 
K2 SO4 

4 
Urea 
DAP 

K SO 

2 0 4 

46,355 
36,643 

54,000 
2(00,000 
77,000 

3,000 

676,836 
775,500 

1,052,898 

37,602 
16,880 

2,559,716 

38,651 
43,299 
3,600 
84.000 

100,000 
94,000 

3,000 

1,052,856 
775,500 

1,285,356 

37,602 
20,720 

3,172,034 

73,796 
51,S74 
2,915 

:19,OCO 
100,000 
114,000 

6,000 

1,491,546 
775,500 

1,55S,836 

75,204 
25.120 

3,926,20r 

S2, 76 
r2,3r9 
3,9r0 

155,000 
100,000 
134,000 

10,000 

1,950.372 
775,500 

1,S32,316 

125.340 
29. ;40 

4.743,365 

Available for Sale 

Total: 

Cost of Goods Sold 
100, 5c of Sales 
intons 

Ft. All 

Total: 

Urea 

DAP 
K2SO 4 

Urea 
DAP 
K2SO 4 

200,356 

113,649 
3.000 

54,000 
87,705 
70,350 

-

242,651 

137.299 
6.000 

171,855 

676,836 84,OCO 
680,152 87,855 

961,966 85,425 
3,015 

16,880 

2,335,834 

289,796 

165,874 
8,985 

207,030 

1,052,856 119,000 
681,316 88,030 

1,168,101 103,515 
37, 790 5,025 

, 20,200 

2, 9C0,7S3 

340,766 

196,359 
13,960 

244,215 

1,491,546 158,000 
632,673 6r,,215 

1,415,464 122,610 
62,983 8,040 

25.120 

3,677,756 

1,980,372 
668,597 

1.676,569 
100.773 
29.400 

4,456.151 

S Ending Inventory Urea 

DAP 

58,(651 
43,299 
3,000 

70,796 

51,874 
2,9-5 

82, 766 
62,359 
3,960 

96, 551 
73,7-19 
5,920 

Total Sales 
Ft. All 80 Afs/ton 

211,000 
16,930 

259,000 
20,720 

314,000 
25,120 

373,000 
29, 840 
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AFGIAN ERTILIZER COMPANY 
Prcfit anr, (loss) 7 Year Projections 

AFC 
1354 

Ag-Chcrn Total AFC 
1355 

A,--ic.c- Total AFC 
1356 

Az-( ,rn Total AFC 
1357 

Ac-Chcm Total 

Sales 
Less Cost of Sales 
Gross (Loss) on Sales 

754,088 

1,.1.36 6 

(357,278) 

8,040 

6.030 
2,010 

762,128 

1,117,3 9 6  

(355,26S) 

1,026,900 
I004, 69 4  

22,106 

4G,850 

30 
19,550 

1,073,650 

1 G40 , 994 

32,656 

1,379,600 
1,352,343 

27,257 

83,054 

06.443 
16,611 

1,462,654 
1.41 S, 7 ' 

43,303 

1,721,400 
1,6-5. 65 

35,735 

113.215 
SG .'5 
2', 93 

1,824.618 
1,771, 860 

32,58 

Operating Expenses 

DeprecLation 

Interest 
Total Expenses 

62,303 
5,700 

52.914 
120,917 

3,637 

132 

3,769 

65,940 
5,832 

52.011 
124,65S3 

82,144 

8,450 

65,79 
97,384 

6,500 
2S7 

-

6,787 

88,644 
8,737 

6,790 
104,171 

110,3C8 
12094 

6 , 790 
129,252 

7,694 
54!0 

-

8,234 

118,062 

12,634 

_590, 
237,. r 

137,712 

14,2579 

6.6790 
159,-1 

11.104 

-
12,065 

148,916 
15, 54D 

6.7 0 
171,146 

Net (Loss) (478,195) (1,759) (479,954) (75,278) (3,763) (71,515) (.01,995) (8, 77) (93,618) (123,166) (14.77s) (105,38) 

Cash Flow and Required Subsidy 

Cash Balances 

Collection of Receivables 

Total Available Cash 

550,709 

791,850 
1,342.559 

-

8,040 
8,040 

550,709 

799,890 
1,350,599 

700,000 

lif 0.819 

2,010,819 

-

485) 

46,85) 

700,000 

1,357,G69 

2,057,Q69 

S50,693 

L% 9 

2,230,293 

-

83,054 

83,054 

S50,693 

1 ,4-2,G54 

2,313,347 

734,132 

1,721. 
4 0 

0 

2,455,532 

-

113.21S 

113,215 

734,132 

I 34. 
6 1 9 

2,558,750 3 

Out Flow of Cash 

Budgeted Expenses 

Interest Expe nses 

62,303 

52,914 

3,637 

-

65,940 

52,914 

82,144 

6,790 

6,500 
-

88,644 

(3,790 

110,363 

6,790 

7,694 

-

118,062 

G, 790 
-

137,712 

6,790 
-

11,104 

-

-

145.816 

6,790 
-

Accounts Payable 

Purchase & Ft. All 

Capital Fudget 

Total Out Flow 

646,605 -

419.050 6,030 

5,920 2,089 

1,186,792 11,756 

646,605 

425,080 
8.009 

1,198,545 

-

1,066,428 
7,550 

1,162,612 

-

36,30) 
,561 

44,364 -

-

1,102,428 
9.114 

1,2-06, 976 

1,333,420 
51.000 

1,501,578 

66,443 

3.500 

77,637 

1,399,863 
54,5000 

1,579,215 

1,409,620 
64, 50 

1,611,972 

86,375 

4,91-2 

102,391 

1,495,995 
69,762 

1,721,363 

Cash Balance 155,767 (3,716) 152.051 848,207 2,486 S50,693 728,715 5.417 734,132 836,560 10,827 847,357 

Amount Required to Restore 
Balance to Afs 700,000(Sulsid') 547,z949 No uisid- No ubsidv No Subsidy 

Ending Balance 700,000 850.693 
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AFGHAN FEITrZER COMPANY 
Profit and (h(ss) 7 Year rrniection 

1355 1359 1360 1361 
AFC Az-Ghem Total AFC Ag-GhC, Toh:t AFC A -(Icea Total AYC A:-Chem Total 

Sales 2,123,600 145.440 2,269,040 2,609.600 175,019 2,7 -4.699 3, 165, ;00 277,191 ,43,291 3,762,500 31 .412 4,01.0212 

Gross (Loss) on Sales 
2,325.,. 
(212,234, 

113.123 
(34,317) 

2.446.957 
(177, 917) 

2, 9G0,73 
(251,153) 

13.4.079 
;41, 020) 

.09.4F1;2 
(31,.163) 

3,(77. 73 
(5:2,16) 

2.1 -i , 
(.2, 7 (:2) -.(419 1 

4.457.151 
(692*,') 

2;.129 
(72...) 

4.702 271 
(,21.059) 

Operating. Expenses 169, SS3 11,678 151,566 20S,763S 1, .)S 220, 6;66 253, 24S 14, 5 9 267, Q97 50:,024 15.330 6.354 
Depreciation 16,6.17 1.249 17,896 1s,469 1, 34 19. 77.2 21, 71(; 1,57,; 23.29 2 21,334 !, 4:3 26,1 S: 
Interest 6. 79) 6.790 6.790 - r.790 f.790 - 6. 790 6.790 - 9( 

Total Expenses 193,325 12,927 206,252 234,027 13, 2)2 247,229 21,754 16,135 2 7, 55 !32.14S 17175 34932'; 
Net (Loss) (405,559) (21.390) (364,169) (555,210) (27,8S) (557,392) (792.940) (46,611) ,7.7,32 -9) (1.025.499) (17,17S; (970.355) 

Cash Flow and Required Subsidy 

Cash Balances 847,387 - 847.397 700,000 - 700,000 700,000 - 700.00) 700,000 700.000 
Collection Of Receivables 2,123.600 145,440 2,9.040 2,r09,600 1 2, 7S 4.699 :3,165.600 277,691 343,91 : 00 31S,412 4,01,212 
Total Available Cash 2,970,997 145,440 3,116,427 3,309,600 175,039 3,454, 6 nJ 3,A65, 100 277,691 4,143,2291 42,$0 31S,-12 4,751,212 

tj1l Out Flow of Cash 

U Budgeted Expenses 
Interest Expenses 

169,883 
6,790 

11,673 
-

181.566 
6,790 

201, 76S 
6,790 

11,95 
-

220,666 
6,790 

25P,24 q 

6,790 
14,559 

-
2(-7, -07 

6,790 
30, 021 

6.790 
1530 

-
316,354 

6,790 
Accounts Payable - - - - - I - - - - -
Purchase & Ft. 
Capital Budget 

All 2,559,716 
74.550 

111,123 
861 

2,670,839 
75,41 1 

3,172,034 
60,850 

134,079 
253 

3,306.113 
61.103 

3,926,206 
,8,100 

211,945 
5 5 

4, 1.1.151 
73.2 

4, 7-3,36GS 
r; ..00 

246. 1,0 
25 

4,959,45 
6S. .25 

Tolal Out Flow 2,810,944 123,662 2,934,606 3,448,442 146,230 3,594,672 4,254, " ' I 2:34, 692 .1,4 -9.; 5,113,7E2 261,475 5.31.257 

O Cash Balance (160,043) 21,778 161, 821 (138,842) 28, 869 (109,973) (38,744) -12,999 (.'45,745 (65'1;,9 -2" 56,937 (600.045) 
a-"A mount Required to Restore 
< Balance to Afs 700,000(Subsidy) 5118J17 809,972 1, 0;5,7.5 1,300,015 

Ending Balance .00,000 700.000 700.00OO 



ANNEX 7
 

Enviion--ental I,-)act Statement 

lie environmental aspects of fertilizer use in Afghanistan
 

in its current $8.0 million Agriculhas been addressed by A. L D. 

tural Inputs Loan 306-T-01.9. The analysis pointed out that 'he 

occur when nitrates and phosphates areadverse effects of fertilizers 
oCand ground waters but that there ale no adverse

rcleased into surfa 
use of these fertilizers.effects on the soil or air from the 

In Afghanistn there are few standing bodies of water that 

receive any siga ilicani runoff from cultivated land and the use 

of fertilizers to die has not had any adverr.e effects on Iese 
nc. known adverse effetswaiers, Similarly, there has been 

by the increase of nitrate content of the drinking water in 

Afghanistan. 

tere will 'D an S,g-i-t CfPt
It is not anticipited ihn i 


adverse effecls on surface and ground water, 1)y the small amounts
 

of fertilizer normally applied in .,7fghanist. The beneficial
 
to the crops of Afghanistan
effects of the application of fertilizer 

.ijr ,........... n the
cfar outweighs itie poten ial aud un r ..c. 


water resources of the country.
 

easeo of fertilizer use,For similar considerations, as in the 
the desire by the Government of Afghanistan to increase its food 

production and correspondingly its standard of living has led the
 

on a course of action to incorporate into its unsophis-
Government 

ticated rural agricultural economy the modern chemical disease
 

and pest control compounds of pesticides, insecticides, herbicides,
 

and fungicides. This unilateral Government action has not adequately 

considered the environnmental conscquenccs and human health hazards
 

associated with ihe use of such compounds. Alllho.gh the Linisiry
 

of Agriculture and ivLinistry of Public Health have soi:ae 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 Councilof the AFC directed that based on the technical
 

advise of the Ministry of Agriculture, the AFC will purchase, store,
 

along with the Extension Department of the
distribute and educate, 

Idinistry of Agriculture, Afghan farzzers in the proper use and
 

Based on cautions
application of the above chemical compounds. 


oxl)ressei by USAID Afghnistan, UN advisors, and previous
 

OPBEST 
i 
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the AFC mana.gement realizedU.S. management advisors lo the AFC, 

that an action program must be developed to educate its staff and 

in the safe and proper handling of compounds, many of which
retailers 

are hazardous and toyic.
 

It is not a question of whether the Government should consider 

the use of pesticides, insecticides and other crop disease control 

Ihia decision htas been made whelher prudently or not,compounds, 
how can AID best assist in such

by the Governmncnt, 'he point is, 

The request for an Agro-cherrical Advisor is
circumstances ? 

not only for the
rccognitio. i by the AFC for the need of such guidance 

internal ha.ndling and oper'tions within the AFC, but. Ihe need to 

a system to educate the farmer through
develop a program and 


AFC retailers in the safe and proper application of theoe chemical
 

compounds. 

COPY 
6 %srILS 



ANNEX 8
 

SUYauAl Y C F FE r :ILIZ E7 TRIALS 

Irriga.ed :heal response -"oVa:. ous FerLilizer ..ABLE 8-'---
T,cat-Lonts, 1M'8  :.'.rials* 

I.ean Yield wYxean Increase in:.ra-,en: 
of Wheat !Thea%. Yield Above 

No.- N - 3? "(Kffs/haI" ._(Jk &Ig/h) 
 ..gAln) 

1 0-0 	 2,190 0 

2 0-40 	 P,190 0 

3 0-60 	 2,519 329
 

2, f28 438
4 0-80 


219
5 0-100 	 2,409 


6 57-0 2,884 694
 

7 67-40 3,2.12 1,022
 

1,05
8 57-60 3,395 


1,095
9 f67-80 	 3,285 


3,395 	 1,205
10 67-10f 


1i 133-0 	 3,173 986
 

3,723 1,533
12 133-40 


13 133-60 	 3,550 1,460
 

14 133-80 3,869 	 1,679
 

15 133-100 	 4,125 
 1,935
 
9.3
16 200-0 	 3,103 


1,60617 200-40 3,796 


18 200-60 4,088 1,898
 

19 200-80 	 4,344 
 2,154
 

2,190
20 200-100 	 4,380 


Source: P. Wi. 'Ilaa.Lboli, Soil Fertility and Fertilizer Use, FeporZ 

FAO/UN Fonie, 19(1. Datato ihe Government.' of Afghaisian, 


to compute Standard Deviations not available.
 

13raT 

LOTOO"'t- to" 



-- Irrigated Whoat,.esponse to Varloud Fertilizer 
TABLE 8-2 

Treatments, 1909 Tri.ls* 

(5)(4)(3)(2)(1) Mean Incrdase 
in Wheat Yield 

Co-StandardAbove Treat-Mean YieldTratment efficientDeviatiOnof Wheat ment # 1N - P - K of Col. (2) artion 
_ (Kgs/ha)

No. Kgs/ha) 
17.0
218 


1279
0-0-0
1 
11.6177
251
1530
75-0-0
2 

10.9
189
462
1741
150-0-0
3 
 15.9
246,270
1549
0-75-0
4 

16.4
270
365
1644
0-150-0
5 

12.7
329
1303
2582.
S 75.-75-0 

11.5
255
950
2229
75-150-0
7 
 6.1
144
1080
2359
150-75-0
8 

21.0
901
3016
4295
150-150-0
9 
 18.9
324
434
17130-75-100
10 

11.9
309
1324
2603
75-75-100
11 

20.5
872 


12 150-150-100 4256 
2977 


Soil Fertility and Fertilizer Use, Report to 
Tamboli,Source: P.M. For this andRome, 1971. 

the Government of Afghanistan, FAO/UN, 
the standard deviations are not based upon observa

the following table, 
but rather the averages 

individual plots for a given treatment,
tions on Thus, *henumber of 

for a given treatment. 
of all plots, by province, 

yieldobservations for each treatment Is the number of provinces in which the 

trials were conducted and the value of each observation is the mean 

It is thus very likely 

for all plots of the given treatment in the province. 

that there has been substantial smoothing of the data and the standard 

are likely substantially smaller than they would be if observa
deviations 

tions were on individual plots.
 

BEST AVAILABLE COPY 



.TABLE 8-3 -- Iri'lgated Whcat Response to Various Vertilizer 

Treatments, 1970 Trials* 

(1) (2) 

Treatment Mean Yield 
N - P - K 


No. (Kgs/h 

1 0-0-0 

2 75-0-0 

3 150-0-0 

4 0-75-0 

5 0-150-0 

6 75-75-0 

7 75-150-0 

8 150-75-0 

9 150-150-0 

10 0-75-100 

11 75-75-100 

of Wheat 
(Kgs/ha 

1736 

2321 

2613 


2u44 


2315 


3569 


2930 


3008 


4196 


2082 


3628 


12 150-150-100 4316 


(3) 
Mean Increase 
In Wheat Yield 

Above Treat-
ment #I1 

(KIgs/ha) 

-


585 

377 


308 


"579 

1833 


1194 


1272 


2460 


346 


1892 


2580 


(4) (5). 

Standard Co-
Deviation officient 
of Col. (2) Variation 

161 9.2 

180 7.7 

263 10.1 

224 11.0 

420 18.2
 

370 10.4 

255 8.7 

359 11., 9 

376 9.0 

219 10.5 

449 12.4
 

416 9.6
 

Tamboli, "Annual Report (1969-70, Soil Fel-tilitySource: P. M. 
and Fertilizer Experiments on Wheat in Afghanistan", Ministry of 

Agriculture and Irrigation, Kabul, Afghanistan (no date). 283 trials 

hi 10 provinces 

opyBEST AVAIBLE cOP 
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Irrigated Wheat FResponse to Various Fertilizer
TABLE 8-4 --

Treatments, 

(1) 

Treatment 
N - P - K 

No. (Kgs/ha) 

1 0-0-0 

2 95-40-0 

3 134-40-0 

4 174-40-0 

5 102-60-0 

6 142-60-0 

7 181-60-0 

8 110-80-0 

9 150-80-0 

10 190-80-0 

(2) 

Aican YIed 

of Wheat 
(Kgs/ha) 

2037 

2669 

3167 

2945 


2930 


3605 


3296 

3060 


1974 Trials* 

(31 
Mean Increase 

in Wheait Yicld 

Above Treat-

ment It 1 
(Wfs/ha) 

632 

1130 

908 


893 


1568 


1259 


"1023 

1500
3537 


.nU87. 

AFC..10 trials for each treatment;* Source: 

(4) 

Standard 

Deviation 
of Col. '2) 

901 

618 

887 


1110 


891 


920 


1167 

704 


1033 


1128 


urea and DAP were used. 

(5) 

Co

efficient 
Variation 

4,I.3 

23.2 

28. 0 

37.7
 

30.4
 

25. 5 

15 .4 

23.0
 

29.2
 

28.9
 

$1"
 -COP1
vpa
 




