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1. 

10 'ftIe prollllllpUOD 01 tile 1161 lWetp ud Donlnllc Pri .... luwa .... Law 
which aJmon lw"MMHataJ.y created ..... 1' brI_~ ell ..... 

2. '11Je IICtual eatabllshmeat of 49 IDduatrlal veDfun. .~ ...... tiM A __ IQ. 

3. TIle DImbel' cI. officially AIPOved lnveatma:ats. "., AJDtZ III) 

40 Tbe cre&tlon of an Inv'Jatm.eot AdvlsoJ'y CeDter In I'ebnar,v 196t. 

5. The lDItlatl(.lD of an IDtiustrlal Park Ira September 1_. 

6. Succesdll quashing by the economic m'nl8tn's of a ml8gUlded bareaDcratlc 
attnck on DeW lnvcatorsQ 

WhUe these gains are impretJ51'l78; they attll reflect tile promoUaul tJuust ateved 
unr~er the earlier PrIvate Sector Development PIojed (087)., whIeh wu Iugely the bntn
child of the ~OQs MInister of Commerce" Dl'o Noo!' Alto Howevel', to stad the wheobJ 
.yf amall private IDdustry sptmdng Is OlIO thlagt but to keep them l'UmII ... _ eyer 
i[JCrcasl~ lpeed coDSUtutes another much more dlallt talk. For til .. NUOa this DeW 

project Is dlreded at the COIlSolldatloD of aud If'8tIfer saNMJl'l 101' D8Wl7 elltablilhed, small 
private lrxlustry In Afgbalatano Psyeho1oglcallyp this dtsttDdtoa .... nlevut slDee It 
'3l10WS that the RGA met Its original commttmeD18 under PJ.ooJect 081 aDd Is DOW rewly to 
tnke the DeB step, For this\) the ltGA is again ~1Dg • modest amount of teebalcal 
asslstaDce suwort tn the form of fnitiaDy three VaSo ccmracl edvlBono 

At this stage, the country needs help of a SODIewbat spoctallzed __ eo III one sease 
an exlstlqJ nod cumbersome bureaucracy muai be taugb& hoar to baDdIe ,..tvate kIveIt.ors 80 

tImt they are actuaU.Y cncooraged to start new ventnrea aDd, III ."'1'. the PI'OJect sJaaaId 
have a bullt-In component to dlmloUili the role of ibis bu1'eIIIcnc,J ao t.bat ~ 1DPI'8 

emlitasis wiD be placed on pollcyj Indirect controls aDd _I. the pr __ 1IIt oat oItbe 
lusbess of baMUng problems which the blluatrlallsta tbuIae1ve8 IIboaId ........ . 

Do SIpIIIca!!ce of lIIIte~ Results 

'DIe Deed ... private sector trdlatrlal deveJocaelit ta IftMIIIly .......... 
-=eep&ed b7 the R.GoAo becau8e 01': 
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t. A JI'OWIIIg dfseDclJaotmcd va the c.,esstvely statIM pbIIoeosIbJ which ~Bed 
during mOlltt of the past decade aad which nsabd til a IIIlJQber of .... DaOIIIle Industrial 
v~mures within the flJbllc sector; 

2. the need 10 capltnlize more on the ,sizable pabUc lIlv .... aIrea:!y made lD 
lnfrUtructure: 

3.. the DeCeSslty to attract InvestmaIt capital .. a time whell pubUe sector funds 
for development arc becoming lDCl'caslngly tlgM; 

4. the flIcreaslugly pres81ng need for Afghanistan to create more hard currency 
export Ilrl1strles; and 

5. the importance of iDCretlSlng per capita Income through greater produetlvlty 
and tbroJgh the creation of more non-agricultural Jobs which, hopefully, In ~ mU 
also provkle greater 011X>rtunlttes for a g:rowt~ DUmber of educated uoomployedo 

In It9 totality. the project Is designed to: 

i. increaae wenltll through the [lto,cr motivation and mobUtzatioo of the private 
3ec~1r na weU as through diminishing the innUDrlC~ of monop>Ues aDd, (n gCDPra1. of 
those groups resisting change (economic); 

2. create a group of r>rivate entrepreneurs who could gradually become a driving 
force in modernizing the economy. Th19, In turn. would lead to a certain degree of social 
cliange. resulUog ultimately ill a morc democratically orleoted society (polJtlcaI); 

~. lncrcuse the beliof thnt economIc and soci.al oovanooment can be ola1Ded 
through tn:!lvldunl competoD£e and effort rnther th311 through preference based on lnfluence t 

kinship, m9te, social 'ltatu9 or race (~tal):,_ 

As alrcndy mentioned, in tlme tOO side effects of Q dynamic private sector could 
well t:~rove to be much more iml-1Ortunt than the mere creaUon of. a rnmbcr of DeW producUve 
facilities. The ultimate test llcs in v .. hetller or not private tndustry In Afghanistan wOl 
become SClf-SU.9taintng. as well ns whether or not the new melhodE-- aDd tralnlni derived 
from it wlll become n part of a grcntly n1exUfled and modernized Afgbaa way ~ lifo. 

~lsta.n is streSSing tllC development of private industry In respoDll8 &0 tbe 
developme"'" Deeds of the country. Among other things, thts project 18 deIIlgMd to 
..... t tile BGA In the elimination of specific obe~~ which iDbtblt Ita 1adIIII~1aI 
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avelopmeat ad to auppod accelerated IDduetl'lal gl'Wtb. oar joID& F1s are: 

1. on. lartber Improve the Inve 
rntber tJum direct ~. 

2. To pftJride more tecbnlcill fftlW)l1 fol' .... Uag em8u prlftte IDcUstr,r through 
the proriBloD of ocamWlDg sentees In tho area f fDdutrIal eateD$1oD. 

3. To Wp create better overall s~11 factlUlea fOii . Hwte eiiI8ij5i'lse 
a q a catalyst or Umlted supporter 10 the creation 01 DeW sources coDmierclol and 
i • klstrlal credit. better commercial 1 .. tslaUOIl ·and In leDam all &bose vital elements 
which uormally operate In support of the private seotor but which are tGtalJy lacktng m 
r fglwdstan. 

40 To pmvlde the insights and fnformaUon Deeded to guide Ul8 BGA In the development 
of i ldustrlal poUey (Research) and to strengthen the lndIgeDOWJ private sector by provldlDg 
,1 limited omOUDt of tralnlDg for people from local firms and tnsUtutioos (TI'aJnI.Dg)o. 

At Its minimum level, tho project Is designed to cooso11date present galns acbIaved 
md· ·t" the 19tr1 Foreign and DomesUc PrIvate Investment Law aild to support further gmwth 
in tho private lDdustrtal sectoro HOwever, because the pace of prlYate IndusttIQ1 develop-
1:1 · nt i g usually Irregular, tlaxlbUlty must be malD1alned In timing and phasing of 
or: . i ~ neeo An open eDdea contract whlcb pl'OVldes for addItIoDal resldeDt adVisors and ~ome 
... Oi't-torlll advisors as the need develops woUld be beat SUIted for the ·PI'OJecto 

Eo General Appmach and Plan of AcUOIl 

The general approach is to support the coatlaued ~ and imPlWed emc1ency 
of infant industrial eDterprises through the semce of a eman group of resldeDt advlool'$ 
ruul t' ilol"t-tcflll consultants of v~ capac19. ae ~ IDlUalI,y the Ills .... estimates 
a need for tliree resident advisors, two to work wttti the lIrt'e~ a.nmtttee (a paerallst 
nnil un iUl t trial ecoDOmlst well versed in £'COIlOIDlc analysts and.POJl~ 1IIa1dng) a*I oae 
financtal managoment expert to work with Industrial cUent8 ODd the mestiDeat Adri801'1 
Center. Additional -project needs will be met from non-AID sources. If atlU IDaufliclent, 
subsequent needs could be covered by addlUcmnl Uo s.: contrIict staff or Sbort-term 
coDBultan~ but this point Is still wlclearo 
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III a ....., private enterprise" DOt DeW to AlghaaIataD, .1Dee .. oom4ry provided 
for a DatunlIlDk til tnde botnen East aad West evell Won medieval VeDlcehad reached 
its P!take lIGwenr. III a modern S8111"_ Afab,MlstaD's flnt atteDqU to develop ..,tvate 

. , ilibltr" date 110m tile We 192~ts when Abdul Madjld Zabull--an (Ilert Afgh@wrcoUou 
odeI' who ICO""PIIted a 101'luDe daring the __ taD RevohlUOD .... fOumled • BaDk.,e-MU1e 

which was IDtI&ameaa1In establtshlng the ftrIR prlv. b2duatrlal emerprl8eii iIlvolvlug 
wool aDd cotk»a tedlJe manufacturlag, wheat mlDlaw, cemeat produQUoo. IiUIt ~ng 
and old atongeo 

SUbsequeally. a few other Afghan treden began buslDesses In caslqJa processing, 
Ketrakul bat and coat mSmlfaoturlDg. processing of goat aDd sheep sklDB aDd some sertltle 
type lwtDe9Ses. They were jC)lDed by' a few prtvate fOreign Investors ~ as a Swlss
_,tnrted ahoe factoJy, aD -auto wopshop aD! raisin proce8s1qr plant sta1'ted by an American. 
~nd Pan American with a 49 percent iDterest In AriaDa Afghan Alrl1Des. 

Unfortunately. the flrst modern f1h1atton with prIvate ellterprise did DOt last long 
l1nc(~ this effort Jed to &be establishment of a o.umber of mouopoltes. • was ZaWu's 
',:lew that very sizable lDeentlves bad to be provided In <mi. to get moue,.. which aoriDaUy 
. -l'}Ulc1 have been cODftscaled dtU'log pnwlwa periods of extreme BDaDDlal stl'ess, out of 
:l,: .nrdiogo In thIS be succeeded, but at the same time the ~ts Dl8de by these early 
!., 'OfJtors ~ed to much criticism OD the part of those who wen DOt members 01 the club. 

Nevertheless, the Dank-e-MlUe did play aD oImoetUldque role In the early 
dc~ clopraent of AtghlUllstants private. ';1ndWiltrial sector and even Iodallt holds a putlcl
l~_tiOll in a DUmber of major tmustrtes such as the Afghan TextIle· Co~, Baglil8n 

':lugar Coo, Karakul Export Co .. , Carpet ElIPOri COo. the Jabal s.&J ComeD&Fadmy. 
Afgluul Bu8 Transport COmpany, Afghan IDSuraDCe C~. the Berat CoUoIl E&poft 'Co. , 
l"nndabnr WOOleD Mills, Pashtoon Fruit Coo (Kandabar). Wool Export Co. (Kabul). the Paslltaoy ' 
Tejaratt Bank, the Agricultural nod Cottage Industry BIDk arid the Mortpp aDd Construction 
BlUllt. 

World War UJurther accentuated the moaopoltsUc poe"IOG of tI)e ZaIuU.S19tem. 
For example t cotton teXtUes were imported fromllxUa UDder • quota which ~t&ed 
9nl.v a few corporations which to turn Jed to a vast accumulatlon of wealth ID .. IIIIIida 01 
a few. Thts sltua&lon further trrltated the leftist and university at&ideut groups IDd Itnal" 
neulled tn a stroug reootlonogalDst private eoterprlsco 
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sabI.,JeDtl,y, the regime of ,dlCS Daud Khaii (19&3-1008) ..... anlallve'" 
moag 0 ........ OD IDfnitnlctural C:lev~ IDd the ccmtructlOD of a __ of 
ptbUc iector IDiJa8&rIal veDlure8" 'Ilt' of tbfiae _Dad oai to be • ..,....... yet, . 
then were aI80 8OID8 IDIerestIDg ,-~ of tbII policy ... ~ as 1& cClllrlblted 
greatlY to De tnlDlqr of a lIlm.ber of Af&ban pt'qIeeskJaala tbIalIh file eo-.tJ:ueUoll of 
major InfrutrDctaral proJecta, some of whom. mach later, tuned tbeII- eyes aiatn to 
private eDterprUe tn an effort to movo ahead fastero However, OIl thi whole, stzo<jng 

govemmcnt coatrol ~ prl~ eaterprlse du.rIDg tliS DiiUd regtme dlac<wanged those 
people who had the means aDd the win to cootrlmto to ecoDDmic develOJECllt through 
the private eoterprlse system.. 1.1118 even res&1lf:ed tn the Ucp~ of a mmher of 
existing COJ!POrattoos, capttal flight and a chaDDellag of ·moDe, toward ...... trod, In 
the bozaar which largely escapes any form of governmeDt controls. ThIs policy also 
contrl!1lted to an lDcrease Inlnefftclency which adversely affected the cost of public 
:H)ctor industryo 

By tile mld 1960'Iif, mismanagement tn the P1h1lc bxlustrlal sector. which stUl 
C:) .1tr0L1 some 30 large plaDts. was begnmtog to reach such proportions tba& graduaD.y a 
Ll :l JJer of prominent Afghans again became Interested In stlmlllatlDg ecol1OlDlc gro~ 
tlJr ;I ~t; I better lnoenUvea to the private sectoro As a l'89Ult a DeW Foreign aad Domes c 
Prl /do Investment Law was promulgated In 19G70 This second fllrtatlon wlth'p:rlv$ 
ft:i1w ,h'y turned out to be more successful" 8IX11t may woU cnd ep Ina manlageo At 
len'1 t it ~·l'19 sulficlently Important for AID and other donors to to1(8 notice • 

. Ihat was so tmpq.rtant about the 1967 law was not s~ JXIlQh Its coml. iDto effect 
·- -two private investment laws were on the books {A"for to 196'1. rmme1,y. tho Law 
?nc .. urauing Iudustrles under the Ministry of Mines 8IIllMustrles,8Dd the FOreign 
!UVCfJtment Law under the Mtillstry of COJlWlerce--as the fact that U re&a"elleated a change 
Iron: investor control to Investor SliLPPO~. 10 eo. through tIle establlBhmeot of an Investment 
COl'nmlttee, the huv tried to provide actual support to potentlal Investors IUXl to eliminate 
much of the previous red tape. Since the older JLl,ws, which til substance were DOt so much 
dlfforent from the 19G'1 law, were administered by two dlIIerent MtnIatrleS. It was cpUe 
p:lsslble for 000 Mlnlstry to block a project approved byauothel'o Moroover, the prevl. 
laws fniled to offer Afghan investors some or the Iter IDeeDUves now offered to ,foreIgn 
investors. These Inws required private Investors to negotiate what lD effect ~ blghly 
speclnllzod agreements with tlle n OA which gove:i1led aD phases d.l1e1r'(&'Oposprl operaUODa. 
The atipUlntlons emlnHed In thOse agreements Included the form alii amount of capitalization. 
type, price and suppllel'3 of capital Inputs, quality and origin of raw m~. DIltI.Iie aDd 
amwa& d. lUW technICal assistance. The n~lts of those ugreemeo~ were often disastrous 
aod DOt wtthoot a DOte of tragi-comedy. 
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To give only n few examples, tho Afghnn Woolen lIklustry (AWl) aigoeti nn 8t;rcemcnt 
wlth the Ministry of Mioos and lDdustrlcs providing for the deUvery of 85 percent of their 
production to tho Army 00 a cost plus bastso A WI predicated Its tnve~bneDt upon this 
agreement. Unfortunately. the IVIlolstry of Defense refused to be bouoo by this agreement, 
nrgutng, awropr 1 ntely enough, tlIDt It had never been comultedo As a result, A\\ll 
/lUffered operating lossc;:; tn the neighborhood of a million dollars am has recently under
gone total rooraanizatlou. The Bernt Cotton Co" had n shnllnr experience.. In Its first 
year of opcrnUon, Ule company mnde n profit and submitted it'3 Profit and Log.g Statemont 
to thc Ministry of Fir..ancc with it'} Investment License which guaranteed it an exclntxton 
from Income Tax for three year;]" Tho l\l!ntstry of Finance ignored the llcense anrl 
insisted upon payment of the taxo 'l11C Mini~Jtry of Mines and Industries, which lIJllucd 
tlle licen.'Jc, offered no t!s.3iqUmcc a~1 iL'11or0i the inv~9tO'l.·9s prote3tso In addition to thcso 
lnmhnfXJ, a 1m-go munbcr of lnvcstOI'S \i'Crc f"..1rnml do'wn booonse prospcctlve investors 
refused to accept imprRctical stipuL.'1.tiOl:!3 that were iru3istcd upon by tilO concerned Mini.9trles. 
',uch as what machinery to order and from Wh~)ru0 ~<\moi.'lg tl10se (~xduded wore textile mill9» 
U cigarette fnctory unO n 9lnughtcrhousc., 

This situation chnnged radically when tho 1007 Private Investment Law estnhUsiJed 
.ullnvcstmcnt Conunittce, wMeh in addition to m.uldng sure that the reSt1cctlve investor 
l:; ('ntttkd to tho prlvilege9 provided undO!' we bw, 10 Co, wat.ch_ over the gov(>7.'ument'g 
il:terest'3, provIdes him Witll actual support in the t1ulntioll of prob!emr3 of a buruaucratic 
m:tnrc which are w\\ays present in AfghD.ni~3tnn" 

This Committec is compo,~cd of ~hc r,Iinisto!'8 of ComU1Crco (Chnh"mnnh PlalJlliIl(~, 

Finu:'cc, 1I.1Inoo and Irxlustrles w.d AgrlcuUure wI.!ich virtuully guarantees coordination 
\VitIl tk! respective Ministries with which tlm potential investor \VOl have to deal at 000 
time or nnothero The n'lO Mfnlsters' slgnntures on his approval slgnUyflU as they do 
that 1l()(1orling~ should go along, 19 perbap3 a~ va'illahlc to t.he inve3tor in his conttm.tlng 
rolation.q with .. ~ fuJ tho tu:li; (:Onc:Yl:3btlHo 

Thus, apart from Its approval funrUoo':J g the lnve::Jtmeot Commtttee has an even 
more important role 1n breaking bottl(lneck~ 9'Jd pro\rfdf.trg t.uvcntor sUAlOrt. It serves 
as n general clearing house nt a reL'ltiJ()ly Mgh level where investors can take their 
problems in Implementl£.4j a project", t~xpcr{cneo in Afgbantatan and numy other cwntrles 
has shown that this Is frequently c\'i..lCinl hi. nro:moti~ pl'h'ate enterprise offectlvelyo 

In spite of all this, Afgi'.a.nt'jt.:'lll ,'3tlll pl'(\8eots a 90mewbnt unique relattonshlp 
between tho txilillc and tOO private ilXlustrlalscctoro Y .. :hile in ather developing couDtrtes 
such as Mexlco 01' Brazil, the two often ,"/ork hand in hand; in Afchnnletan there exists 
almost a ce1'taln antagonism between the two, which ~ !mrtly bused 00 lower I£l'lel 

UNCLAS :;lrISD 

http:Implementl�.4j


TOAm A- 3$7 

pemoDOllties In the respective lI..unl: t:ioa (Commerce aud l\Unes and IDili1atries ). Another 
c()mpllCaUoo Is th8l n the pnst a number of "private tnVestmeDtEl,1f were l!U¥le on the boota 
,Of 0I'1D twIst!Dg by the government. Thus, what acblOlly 1001\8 like a mb.c<l company 
with 11 aubaliDtlal private parttclpatlon mny atlU, for an ID&oDts mxl purposes, be 
operated 88 U It were entirely tn the (Xlbllc lmustrlal sector. 

At'preseat. maaufncturt~ ltXJustry eonstltuies barely 2-3 percent of tIle GNP 
and it;accoaD&s W proba6ly not more tlian one roont of-tOO labor~ force. Moot of tho 
bigger pJaDIs or somo thiN mge enterprises remain In the IJUbllc sector nare 
goncralJt poorly managed aDd opera,tlng at a loss. ThIs IDlljor. part of Afghanistan's 
Indu-stry Is mucJi til Deed of technical DSsistance since better IDDNlgcment and a M01'e 

effioient operatlon would teoo to vhxUcnto much of the orlgloallnvcstment. Of coorso, 
t fs aspect faDs wtslde the scope of this project, altb9U(;h it does rJfcct it H iduways. 

NJ!xt are a group of -tortes which were started with private QUttcipatton and a 
contribution mnde by the govemmcnto Many of the lal'g' r Industries olX'ratod by the 
Bank-e-Mlnle faJltn thIs categoryo A simillir e,mmple Is provldod by the Spluznr 
Complex whf.ch runs some of the lndustrles in the Northo As may 1;0 HOU;( from Aunex 1. 
"'}rior to tJle enactment of the 1967 Foreign and Do:mcfJ ti c a~~ll r..t6~ht-.J:l1\i,s~n!OO! 
tlG Industrlnl establishments. public. private 01'" mixed, W T.(: 0 Jtmnti l'l); in I irJ' ~:"1r:.i ,·t:;!.00 

'I'i:ey represented a total invootmcllt of some :!i 0 milli Hl CU1!; Jt:ovit' eo er.::lplvymeot to 
nn (~t1mated 21,500 workers. 

Then there Is the newly Cn'liorgiug small, entirely privnte sector recently 
es tnblished uooer the proteCtion 01 ~e 19G7 PrIVllte Investment Law wWl which tills 
project is prlmnrlly conceruedm The general characteristics Iii this bxlustry are as 
follows: o,f the 49 plants opeood since 1967, some 15 t>lan~ nre eDfjllg~ in textUe 
.mowfacturing fonowed by about 16 en,;uuC(l in various export orien~ fteld'J Bucll 00 

rnisin processing, animal caSings, rose essence, wIne making, hlDl.hllla and minI, fur 
production. Another 10 produce ttelllS for lecuI consumption, such as thl'eoo, metal , 
furnituro, tlles, pharmacout!r.nls aoo venetian bllndso The rematDdar cooslsb of 
necessary service liliustrtes such a.c; dry clermtng estnbltabmcnts, cold storage. printing, 
etc. TIle totr.J amount ltl'IOStcd ill these plnnt:J ainco 1007 is estimated at al,Jout $3 to $4 

milllon am they employ som9 3,500 worlrel's o 

1fhe genoralln'cnlwown of the approved but L10t os yet imp1cmcDted alPlCatioos 
follows aboutthc same P3ttern with addttionru emphasis on tlle construction, c1iemlQal 
and food IlXlustrles. A ltttle less t!'Ul11 20 percent of the proposed DOW factorIeS .. tide 
loretgD partlclpatioD whUe aoout 15 percent plan to locate In the provlll:09. P8itlcUJarly, 
the new food tndusirtes such ua raisin processing are hf.:.~·hly deponcleat aD 'Reign ~rt8i 
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ilr manapment as wen as lor plant layout an1 the handll~ of technical detan<J. 

WbaiataDds out In the private lnoustrlnlsoctor Is that the Afghan bJsinclJSlIWl 
appears to be eminently responsive to those tncdntlves which seem to operate so well In 
the western world. This was frequ.ently doubted before the passing of the 1967 Private 
Investment Lawo 

Perbap..g a few WOld9 shoold be added about the chnrn.cteristica of throe investors 
who committed themselve9 under the protection of the new :taw. By aru:llargo, til13Y 
con~tllt of people who came out of the bazaar, with a keen sense for morlccts, bat with 
little or no managorlal abillty. Another group ropresents certain young lntcUecwals, some 
of wllom until recently broadened L"'IDlr o, .. p13rleooo by wOl"kt~ for the government ef.tber 
In tile Mtnlstrte8 or in too large publlcly fio,n.nced ~nfre.9tl'uctural development project1o 
'I'bey now look for more money ard a clJaUcnge to oocompHsh sometIling bcyorxl the 
traditional pattern fonowed by most young peopXe~ fo eo v secking only government scr\..'lceD 
\\Inerea'3 the in'lestc.r's list contains l\ fraction of what might be termed "establishment 
people" such as cx-l'rl1nlster,s am former high-ranking government offlclal'3, these would 
not Beem to be representative of 1.he new industrial classu 

The risks taken by some of the<3e people ~)rc impressive nnd a ID...'t'ge part of th090 
ri!JJt9 . ;rc refuted not so much to proouction nnd local mOl'!rotiog problems, with which 
they firO ronsonnbly famUier, but ruther to m!103fJeri:ll werua\OSses aoo the frequently 
unpredictable role of gOllernment, un ~pcct wMch the mi.'c9tment Committee tries t,3 
minimize. In turnp if successful, their profits tend to 00 high inasmuch tlS they have to 
be competitive \vllli the roughly 20 percent nnnual interest which could be obtained by 
.lncr~ly lending out money In t11e bazaaro 

Traditionally, thi~ cUte"S i)OYlCr in Af1;i1r.mi:3tan was assvciated DOt so much With 
lL~n~: ownership or the fx>sse331ou of money but :,ather with the nbIltty to control the tribes 
or other forms of naked power" Because of the cmerg;co.ce of a number of budding 
lndU.9triallsta, the pOSition of thi~ elite is now he~.~ chaJ!enged somewhat by the previously 
unfamiliar smokest..-wld In part? thi8 explnin.~ the paUtU1 ~nngement capability 
as well as the remarknble fear WMell tho rEW Aft;han C AI u

U 
class still displays 

vis-a-vis the go{ornment in Clrt eO'/ironment :(,ClJl'C~h·;n.thJ;j n c€l't..'1.il1 tolemnce of extra 
legal acUvity (entrepot trading H3rl the lH(::1CY ba.za~:x) in wl:i,,,;h~ nt the same time, govern
meot permits or licenses arC? 0quivnlent to economic .survival. Yet, the not result of 
opening tile gate, as was done by the 19{37 Private Investment Law aod other 1&.;01'8, has 
beeD an e!llCOUragi~ show of entrepreneurship where utmost none wag nssumed to exist. 

Of the forty-Dine new fuctorieg uaw operating unr1er the 1907 Private IIlvestmeot 
Law, four are foreign. leaving forty-five Afghan investments to consider. Of these 
forty-five. DO more than 15 percent can be linked witI1 the traditional ellte power structure. 
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Almogt aU ~ the rest are made up of those "people about whom ooOOdy ever henrd before" 
whom ODe oormany associates with a democratic aooletyo Even from an ethnic palrt of 
-lIew, at least ten factories are easUy IdcDtt.ftnble as belonging to mlnortty groups, nod 
some of those arc among the most active and dynamic Invcstoreo 

Some 23 of the lnvcstors9 mn~ of. them PaCJbtoons, are modest urban people who 
are reasoMbly wen bee1cd nOO who merely saw an opportuulty to grow both In stature and 
to the possession ." worldly gooda. Patriotic motives, CODCerD about oockwartloc'3s, and 
nntloDal pride also pIny n role whiCh is probably enother reason wbyp at least for thE?' Umo 
bcl~~ at the hlght:..Jt level of the govcrn.mcntll the DeW IlNestor is viewed with mOl'C 
Jympathy than fear, ns wa.'3 the ca9(, in the early development of botll Iran and Pnkist:m .. 

In spite of the most heartcl1~Uf~ change 1u government philosophy, its impact i~3 
:>tUllimltcd Inasmuch as UlC law wi1l1,ave to be awUed in a gtmeral environment \,.llich 
Lq not genrcd to the support of modern industry, To tlle cEtcot thnt they exist on the 
!.lVOks, Afghanistan's business laws llrc h ... 'U'd to bnplemort bcCIlUSO of n gon~ral unpropureu
ncss on the vart of the people clcaltlljj wUh them" Perhaps even more serious Is the almost 
btul lack of adequnte commercial an] ludustrlal crecUto \VhUe tt is true that in the pc:r:;t 
~hc Lanlt-e-MWe has provided a cc:t'tain amou~ of iooustrl\'ll credit to a chosen few whf) 
',ere able to put up sulficicttt guarantees, the ncti"iU0,fi of t.lle other two barnes, the Da 

.' f}lOnistan Dank and the P-ashtany 'l'e~~'ti.lU Dr.iHk~ D.re gr,;:"red rcspectively to the financing 
'f: ()'Jcrrunont operntfoD3 and foreign t:t:'u(;,(~o Ti;\;:. Bank-e-rmU1c Is al:iO active in this 
::\t~er area. 11ms. comme~ial ban!do.g ~1(l1'V!e(,)~'; In AfghanIstan are confined to only n 
" ;~n sector of the economy while no !30w.·~e of mdu3ttirJ financing exlstso WQD.'l aro 

:: : ;1:Jblc to only a rela.tively smalJ!. DIlmher of tIle 'ia:,rgnre more mlCcessful business 
Hl'I:l;3 fot' rnrpose9 t.hat nrc fLot Indul1ttiaL Tho major other source of financing in 
J'.r(:?~'U1t:Jtan continues to be the bazaar vihere the average interest 1"1It.e tg about 20 percent 
::mnuuUyQ Thl~ htt;h rate of !nreT.'c~t ~mli .. b 1:0 r.it~~·ad· ~1r.iltUg8 atxl jdle~JU1).d9~ mnklng It 
difficult. for the IOl'[;cr bantu] .vhJ.ch pny on1.:; G i"',e:rcm.Lt to o.ttract fund.<J o BazanI' lel¥llng 
is largely based on 3UC:1 fccto:r3 ag PCl'fJOWl..~ ilc~1unlntnnco. I:l'allt repltntton nnd family 
counccttOllBo roost of thi'3 type of lending 13 sho:rt-tcrm nnd far non-deve!opmont purposec. 

In accordance ·\'.itil t:~1(! 'I11i.rrl n.'0'~Y()aX' '01no. rmHosopby ... 9.8 explained by former 
Prime :lvUniatcr Mniwanc1nlf trtl10 economic eDh:!'p)~i3C;3 of tho State should be directed 
towud ecollomic lnfrostructurru ~;riJjcct'J. pO'wer productio~ heavy i.ndustry and the like, 
wltl1e private enterprise, undertaJ.~cll \vithin tho framework of government plmmlDg said 
be encouraged nnd prok."Ctcd by tile St.ate. ~ 0 Priority r-o,hadd he given to strengthening 
light lmluatries •• 0 supported through gulrlancc and a,9s13tance by eocourng~ domestic 
Investment, securing reasonable crcdits, strcrli;,1hcLliD(j U~e Iudustrlal Bank, and creating 
the oocessary atmosphere to attract foreign invc3tmcnt within tho framew<Jl'k of eeoDOmlc 
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development'. The second goal of the PlWl after increasing [)roduction, espocially 
in a~r1culture, is the "expansion of the private sector with the encouragement of 
rrutck-produclng vrojects in agriculture and tndu/3try"~ The activities llescribod in 
3cctton V of tho s PROP are directly rdatcd to these Third Five-Year Plan goals. 

c. g;cOI!C?~)liC.L ~c_i~.~~!!tiv~ .. ~~ll~ __ ~d~i_Il~~.!!"~l:ly~Qb.~cle§ ~_b!L~~~~l~.~_ 
f.o~_~jq~t?uc..£.e~s. 

A s pointed out n}Y.>vc, apart from tho tr.aditional obstacles facing tile (lcvelop
m~nt of the private imlustrial f'JOetor 'luch as: (a) lack of munagement skills at all 
levels; (b) an inadequately traineu Indu8triaI labor force; (c) a lag in agricultural 
production to ."'Upport the expansion of agricultural processing industry; (d) a ~,erious 

lack of experience at the v:orking level of the ;;overument to deal effectively with 
the problem of 11 budding :n'ivate industry, there Is ::In almost total lack of supportin!.; 
facilities \vWch even in mo>t LDC' H usually I"tallll behim.; the private Industrinl sector. 
There i:1 DO proper It~£;;allJasc for business, thCf0 nre 110 i.ndustrial banking facilitieB, 
110 external economic,:, am.! transport if! expensive" Even the cashing of a check 
fre'luently presents a major problem. ltepossession is unheard of in the absence of 
a chn.ttcl mOligage law. Obviously. the (,reject cannot atldress itself to all of 
the:::c problems. For tlns tOeason, it can only strcs~ a selcctive and, as the case may 
;}C, cat:.tlytic ar;proach. 

\. hile the ~cneral pL"Oblcms arc more or l::ss typical for [\ <Jeve!oping country, 
unl'ortwmtc1y the :::pectficlS are not. Yet these tlpecWcs are frequently crucial in the 
rdero-economic environment of the private sector. In particular, tho role of a 
cOliL~act team in lJo!icy ~uiLance and institution building may require clarification. 
In or:k:!' Lo l:O so, ,'nnaKes IV and V nrc attached to pl"Ovide some insight into this 
proc.::.sc~. Annex. V shows step-by-stct.: the ar(AUOUS road from the initial outline of 
the proj:)ct to the actual brcJldng of the ground" It sho\vs the urgent nccll--at this 
'3bgc--(or training. cLu1fication and a;,;sistrulCc in project preparation. Annex IV 
;!rovideF ~l ;~rc[ltcr insight into the (I.ifficulties which mu':~t be faced In implementing 
an investmont project. Af'. may be noted, most of these proOlems arc of a very 
:'/ ceific nature. i\t oue point, it may be the elimination of cumbersomo visa procedure 
for. visiting bu~'illessmen, at ~lDother the reversal of an unworkable decision by the 
poy/cr com!Jany, at :1 third the revertal of a lower echelon decision to harass private 
investors. Problems of this nature may rlpp(~ar to be minor) yet if no proper guidance 
is provided on hO\v to 801vc~ thom, the individual investor's prospect may well remain 
bloclw(:. Obviously. this LYt i (! of :wtiv!ty on the part of foreign advisors can ooly be 
justified by the fact that once H ~oolution is found, and a poUcy is established, 
the same problem will not occur again. At Jlly rate. it is the opinion of the Kabul 
business community that not m.any of the prcsent cstablishments could have started 
without some operational involvement of the Vo S. advisors. 
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More recently, some of these problem.'i have shifted from the specific fnto the 
more general, tn Une with the growing complexity of industrial developmooto A good 
oxnmpW of this 18 the most recent investigation of industrial mt'-DaSCmellt by the govern
meet's Investigation terun which is referred to below In more detaiL Bued on the alleged 
abuse of free import pl'lvlleges by some ot the tontle mlliso which In Cbe em pl'01Ted to 
be fulse, production In some of these plants was halted for woekso It took action by tOO 
five cnbinct members who commute the Investment Commlttco to straighten out thls 
problem, v:hlch was spotted In first Instance and brought to the oifentlon of tho p!'opcr 
"'ilnd.stc~by the Americall ad\1(gorso ObvlouslUl> matte:rs of this -"kInd can ettCJUy jXlt 
the whole progrnm In jeopardy amI this e~JVhy~ at some polmo the Uo:3o advisors 
:;tin have to becoroo opernttonnl within th<¥covcHunenll structurco Again, once solved, 
:moh problem.') nrc not llI{cly to occur in the BElJ'..OO m'(lalo For instAnce, pai'tIy as a result 
\)1' this Incident, nn Int.ormmloterlnl Textile (;orumitilBo wr..s created to csto.bUnh government 
:.:)licy co~crntng textile Tll'oouctton for the ne.n tllrce yearn foX' which, again, some 

!rllclvement on the pnrt of the foreign udvisors 19 1"cqulredo 

Likewise, in hanfJUng appUcatioll9 from too many people Interested tn estaLHsMllg 
;"~ cl;~arctte factory considering tho limited collBumpUvo capacity of the country. the FG/I 
;:[tS now r·Jqtle.3t.cd ad"ice a.CJ to what factors ElX"e to be taken {otoO consideration in arrIving 
d L llrorX)r deCision. Hero, ngaln~ tlic ad,rlS01,'SY 1'010 '~:l to help dig out the proper f~ct~ 
~'t:d impliC'atluDSo 

EVen more complfcated Is tho mattelf of .u.Uo~Jft;lg truek D.sa!cmb~y in Afghanistan 
\'mlch almost requires a toW rcvlslon of g;oVC:rTllllCOZ 'l.'cguiutton."l regarding hnports ll n 
problem formerly bandIed almost entirely by tllC government monopoly hUlxUing aU 
imports. !,g n corollnl'Y, new regulat.lon3 must be deveioped pertalnlng to tile area of 
private agencies haDdling such imports t an area in which the RGA is Jl\llCb In nood of 
(trJvicco 

Even at this stage, opernttonnl:mntters still continue to preselJt & problem such 
as llOW to ftrxl n way to import duty-free dyestuffs under ilie 1967 Investment Law while 
n\loi:1i~ the burden of physical control, 10 o~ D getting the advisors Involved In certlftca
tion which would constitute the cagy but leas#: d<38U'ablc way out, in the SaInC vein. an 
important Investor who already !in.'> :1 .~iz:J.olc to]diie plant la now ioterested in scttlng 
up f; tlplDDfng mill with tho help cf an ~~xtJ0L-t·-Import Bani); loun fer tho Uo So equipment 
component. It is almost luconcei-;ublo thnt thl!J io.vcstorp \";ho only recently came out or 
the bazaar, could handle tht~ probleM \"ithol!t. some help on tho part of the UoSo advisors. 
As a final exnmplc t tho Pakistan National Oil Company has prepared an awttcaUon for an 
oil bleDdlcg plant and, fu doing so, requC3tc:c1 some hel!) in cwlghtcll!og them (cooalderlng 
the differences between Afghan and PaIdsUtu company law) on bow to draw up Its Articles 
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of A9SOCtntlOn. lIladdfttoD, It Is havlog some problnms in fIudIng a suitable COOStructiOll 
sito In tho ID:lustrtal PBl'ko 

In view 01 nl1 this, It aboold come as 00 sUl'JW'l,ae that receu&ly the Weat Gorman 
l)harmac~Hcn1 firm of Hoeehst was emphatic tn stating that the awroval of It.9 currently 
projocted 000 mlDlon doDar Investment In n Kabul [llant \WXl1d not have mnterlaltzoo 
\' .. lthout a sub~tanual Involvement by various foreign expcrt9. yet. . Mtly because of 
til l~ involvement, KnlxII can 'DDfI look forward to the p)arJt' s comt~ Into operation in 
the course of the noxt calemlar yearo Indeed, it would seem that COD3~ vigDance 
11lU'lt be applied to nurse the deUcate plaut of private cnterprlAe In a general cnvir(ju1l1cnt 
of cumbcrsomo controls. 
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!Il. 'i1"~'\TEGY 

A. '1eneral Approac~ 

This project 1s not designed to provide all or even t.he major elements 
needed tor the development 01" private industry in Afghanistan but rather to make 
catalytic contributions in two liIQ1ted areas for which the UaRo assistance is 
cODlp::lrGtl vely 1:ell suited" One of Lhese is ndvisory as:iis r..:mce tel the central rtGA 
institution dealin:~ ,ath private investors, the Investment GOJlllr.lttee and its 
staff in ~hc l-l1nistry of Commerce, with 11 view to intlroving its competence in 
the developmont of ~eneral criteria for the approval of invastment proposals, 
and in t.he use of market forces and seneral laws and reguldtions, rather "than 
direct bureaucratic involvemont~ to guide private enterprise to op:!rate ill .. he 
public intereot. The necona limited area is the -provision of tachnical cW81.stance 
!~ased on Sl'lall business manav,ement experience throu~h the Lndustrial (.Lnv utlilent) 
,\dvisory Centor (rAC) of the Chamber of COllunerce, since beginnln~ IU'ghan 
en t.repreneurs liave virtually no body of experience in tho successful lnmHl;~ement 
of conpeteti ve private industry 1.'1 their own country from which to karno 

Huny other elemcnt~; are needed for the succc:::sful development of private 
industry in I\fgbanistnno 'l'hi3 projnct rests on the aSBwnption that they can be 
:-Jrovided better from other sources, Afghan 01' foreignll and Hill be provided in 
sw~\icient deGree and timeliness to permit the modest inputs under this project 
to uo effective and industrial development to proceed apace o 

'tovernment policies nnd laHs favorable ::'0 pri vat,e invest.ment are already 
enacted and enjoy contin1!in:,:, if liiixed, political supporto!'ho-:overrullcnt, 
hOYJevt}r, l:Jcl<s Rxperience in their :5nmdiJle nDt~licationo One elelTlImt of tnis 
':rojr.:ct is aimed sDecia:.ly to t.n3t. enel o 

?inancial ins t.itutions needed to SUp;lort 1nrlu:.;trial development are mirsingJ 
lJut a Imy :JUthorizin,: an Industrial Development Hank is under active discussion 
between thl~ economic ministers and members of Parliament, ,-11th the likelihood 
t!l<lt such Q bank l-lill uC established ~:ithin a year eHhor l-1ith t.he assistance of 
a ,;iultinational ;_~roup o.~ private bankers or under the leadership ()nd fJarticipation 
0': the WltD. '!'hr. statutory basis for cUIni;lercial bankini;SI mort-;ages, installment 
~redi t, savings and loam', and other forme of financial institutions are seriously 
deficiont, but t:.his is inl~r~a3ingly a matter of concern anu rnaJ well be attacked 
bj the ler,al expert recontly placed here by the lnLernatiOlltll Legal venter of New 
York '1 In addition tho Asia i-'oundation is considerint~ again placinG a legal advisor 
in the Ministry of COifUllerce" 

[I.e thl~ roquest of the !:'H, a ,ii, legal export frn"j r-Jel-l York is drafting 
a rll.nl.n:~ code j'or thr: considf;lr:.ltiou 01' the « ;11., and there are indications of 
forcic;n investor interest in Af,;ham.:.;tan's mineral potential once an att.ractive 
minin t; code is enacted o 

The HilA has set as:;.de a large t:oact adjoinin::, Kabul for an industrial 
park. 'fho Indian Government has undertaken to develop a small part of this tor 
small shops and che Asian levelopmfmt flank ha~ aP:Jroved a l'uasilJility 3tUdy \~dch 
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should serve as the ~~ for a loan for the developmcnt of the park. 15 6Q3 

There ~s a critical lack of accountin[.~ skills in the COWl try, but the 
aoplic.!ltion of a British auditin;~ rim to establir.h a subsidiar-,f h~re has recently 
been Bl'Provedo There continues to be SOliI(') potential interest ooth here and in 
Iran in th£.> establishment in Kabul of a b:ranch of tho very successful private 
school of nccountin;.~ in l'ehrano 

The ';overnment bas authorized the establishment of' an Investment 
Advisory Center (lAC) which has COlne into belnc~ under thp. sponsorship and ,,;i th 
the su:~port of the Chamber of Commerce, which in turn derive; its support from 
the business community and the lwW industrialir.tso It providos H basis from which 
foreian technical advisors CZlli \~rk ~lith pl'ivatc investors and it ~:ill provide 
youn:.~ r~fghllns train,'d in engineerin,~ or economics to assist themo It h?~ the 
potential in the lon-; run of devolopini; into a useful trainin,; center and consulting 
service[) for f\fghan busj,nessmen out 1:111 not for some yearc have IlUi'i'icient 
local 17lnrket lor its ::;,wvices or Duf.!.'icient experience and 51:i11 ar:ton: i La staff 
for useful servico independent of forei':;Il ndvisors~ Tile ;IN, icrrailns, ',lri tish 
and [''ranch have e.K:)T'osood ct.)nsiderable j.nterest in the d('\Telopmont of th:J.s Center 
and !lave pro~lisedll and to a liluted de,;reo :lrovided, tectmlcnl e~!Cpert advice for 
it. They ~enor!llly telld to be fairly nurrO\>;~ production specialists in particular 
finlda such as loather tarHlin':, fruit (1roce~slJ):;, plast:!.cs 1'lOldiuJ a:id textile 
.1'inishln'~o Provision 0 f such expcrti;.!e is e~ santinI and u~;eful, but -t!'f;han 
ent.rep!'enours tend to h .. ,ve [II" !Cast equal !lead .:,'or management advice on il!'oblems 
of cost llccountin j :, quality controll) work supl.!rvi!lion, inventory control~ short .. 
teTl:1 filk'mcin~J lIlarket developm(;nts> personnel relationsjl which are COfilIlon to 
small businesses in nny field" The second part or this project is aiJnr .. d to provide 
financial and 0 thor mana;;e1llcnt cc.>r.:::IJlta tion to fill this t;ap as \iell as to assist 
the ,;raduill evolution 01' tlle LAC as a iJrainin': cent-ero 

In vic .. ! of th" cx~.re:r,ely ell talytic and nartial L~ap-l'il1in,! nLlture of' this 
t.lroject and of the fact that ;'he Uo.)o has no control o'/er the future evolution of 
private indust.rial development ill thi.::; coun ,l'y-)r of I..h(; amount an:J n:,ture 01' the 
;-robabIJ hrcc cont.riuutions l~l' other donor:> to tiwt developl~wutll it is extrelil'3ly 
difficult to project the dLwnsions of t.hi;] P!'Ojoct 'in tho 1'uture yearso \Ie are 
proposin;: .:1ll opcn..,cndeJ contrnct Hith a nUlllsr:er::ent con.."Iultant f1rr;l lbich ~uld 
uTovide initi;llly threu lon":",,r,erm advisors: (1) au industrial economist to advise 
trle sta~l' of the Invl!nti::,:nt Co.J.:,.).tr..ee and (2) an investment consultant to work with 
the Cor.1"'1ittCt: for not I;J,.,')l'U ::h:u, tHO years <l3 troue1csho()Ler and channel of 
corrr.uniCDtion from tho LJUsinc'3:; coru:runity to the Illinistnrial mnm~ers of the 
committee, and (J) Li financial 1:l.1na~eJflent aovisor to work out oj' the lAC aa 
consultnnt to private investor~;o 

In adJltion, provisicn iu !lade for ::;!lort.=ter,11 c:.msultants to carry nut 
aoolyticaJ studios under the :;er:eral dirt~ction 01 the Industr lal ~conomist to 
i.rroprove tho kno1.;lcd,'Je and understtlr.din.; of the Investment COIllJ'lit tee of the 
actual and potential role of private :Jct:i vitics in carr:rin,~; out. th.) ,~als of the 
Five-Year Plan. ..ie .:mticipate that . n future; years the provision of additional 
consultants, on uoth a short-and a lon:i-tcrr:j ;Jasis, throu~h Lhe HC will become 
desirable. Indeed, \~o \JQuld hope "hat this so:cvice would evolve in the direction 
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of tbat provided by th~~rnational I':xt:cutivf~ ;)erv1ce Corps (Ic;:;C) and that l>98 

the end of the proposnd five-year 111'0 of the projoct the lllarJ.;et for foreign 
consultants could have been sufl'1cientl,y developed here so that it would be fOllu11J1e 
to tu·.'Tl over to the H~)C the !'unction of ,,)l'oviding any further con:;u1tation through 
the LAC. By that time thor !nay or may not be developed in the ViC an .\fChan 
staff 01' sufficient competenco and leadership to warrant a follow-')n !)roject to 
oevolop that institution into a continuin,,, conaultin3 and traininl~ service ill its 
Ol'ffi ri,;hto 

'J 
')0 C;oo")era tin·' Countrv LcadarslliI) ! t.? ! _ 

On the I\fGhan Dide the creation 01' a promisin; otrlosphcro :md fresh 
incentives for the private inunstrial sector in Afghanistan waB largely tho HOrk 
of the ex-l :iniater of Com: ercc~ Uro !Jonr Hio !lo also ;Jromoted it, to tho point 
whore sonctir.los lo~istic support was 1':111in; far behind his own dynamic tampoo 
[n discu:-lail1,; private enterprise he could become almost visiorwry, :"Jroviding 
endlc5;; inapirntion to the incipient pri WJ te industrial cor:urnmi ty as l~ll ;1S to 
the i\lIj'~r icar. advisors., 

'fodayp ho,lOver, the cnoh:.wis is no lon.;er on promotion, nn I_:ettin~ ·~hill·~S 
off t;.n a start but rathcr1 on mal;in; thiu~s work pro;Ji'rlyo \lithin this context 
favornblc SU0Port for the project can DO expected from Lhe Prime t·1inister and the 
itinistors of Com:::erce,"'lanninC:ll :"inance, A~rj_culture and Hines t- InduBtrio:3o On 
a Iilore opcru tional levolll the Minister 0 f Commerce is ackno\-lledged as the principal 
Spokcsfmll and champion of pl'ivat.e industrJ in A.f~nanistano A.s Chainllan of thf' 
Investmont COIi.i.;it',WC ll all r"eetini~S are called !It his directiono 

The :Secretary of the Invt~stI;lent COI,a. it t.(~f! has proven l~nowled,;eDble and 
Iws ·.iOrked dili~t.mtly in assistinl:; applicants and., .t'urt.her, in assistill; invllstors 
witr; approved ."Jpplic.'3t.ions to l'pceive the full benefit-s that thu law uifordso rhe 
TOwth '1 stat-ure ui tt.·:.; :';ocretary of t.he Investment C;oIrlPlittee ClS well as 01' tho 

;'ecrctariat in t~eneral ('y.hbits a most iL·nrtenin.: development, considerinG that 
Lhrcp yuars :;.;0 the :~ccrF:t;~riat r~t(Jrted nLlor.;t from ~,cratt::ho 

The tJus1ness co:~"mni ty has responded by providinl; I.Ul annual b\!d(~et to 
t;elp run the Investment Advisory Centero H()re reco'1tly private industr'J has aloo 
shown a willingness to assume ti~e local uaintenance cost of one ke;,' short-term 
technician from abroad, althm.:;;h this effort remained below the ori:;inal expectations. 
Ironical1y,I those who benefitted I:10st from ttr': c; ad7ice ended up by j)aying the 1eust. 

l'hc :'levi auministr:ltior. COllj-at-t.eu itself' to stron,; support of the project 
as is dt~onstra ted by the PriNe Hinister's rp.ference to priv1'l1,8 1ndustr.ial develop
ment in his speech outlinint·; his pro::raJG and 5eekinl~ [I voto of confidence from the 
Parliament 0 This is hi;;hly r.i.~nHicant inasnru.ch--as ".le 'irivaLe sector g:(:ws-
stron;,'!" op:'osi "ion em: Lie expected from t.hose \-Iho aluays r\refer~d to see a ?;roater 
clmccntr~tion of industry in the public sector (5ee II, Setting and joJwironment). 

his doe[j not. !;.t:iJll that .:1ll is well, hO\-Jevcr. During the sprint'; 01' 1970 
thero wan an UIl.!.'ortun:1te i1<1rossmcnt of certain privn <:.e industrial establishments 
(as referred to eurlior) on the part of tho gOVCl"'Tlliicnt 16 lnvestigati ve ~3ranch 
(The 'taisat-e-Dewan reportins t.o the Deputy Prime ~linister) bnsed on cer..ain loose 

JiJCLlhsrFlr.;J.) 
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charges which subsequently could not be substantiotedo ~.hen these finally were 
proven to be talse, Genuine concern about the maintenance of a favorable investment 
climate again took the upper hando 1"ortu.!lOtely, no serious damage resulted froIl 
this tellporary aberration although it is equally obvious that Afghanistan can not 
afford too many of these reversalso 

Likewise, dearth of the dynamic leaders in the busine:m cornnmnity continues 
to be a problem~ further complicated by the pcroo!,al rivalries and antaGonisms 
which are so much a part of Afghan life 0 On the national level one often can be 
impressed by the desire but wonders about the willo The same is true, but to a 
much lesser extentg in the private sector.. All too frequently in l'.Iattars ai'l'ecting 
the private industrial sector the ball has to be carried by t;.he Bame few peopleo 
Too often thinljs continue to "go wrong" but if this were not the case there would 
be no nGed for assistanco to Lhe project 'lltlich in a differeut social and political 
environment coulcl well take 01.'1' smoothly on its own accounto 

The lack of proeress in establishini~ the Inv(mtment t\dvisory center and 
of the proposed Industrial Development t3ank, is clear~ disappointingo Yet, by 
9rovid.i.ng unusually strong support in the implementation of the Kabul Industrial 
Park, t.he ;{CiA has atlain sLown that in ;\.t'~hanL;tan what is least expected is 
sornetil!1es nearest tc a s,;lutiono Thus~ when addin:; the proper perspective, it 
would seem thnt all in all pro~;reDs in Cl"~t=!tin,~ a SIllr'lll private industry sector 
almost from scratch could ltardly have proceeded at a faster rnteo ::imul~dneouslyll 
and cOlnphrtely outside of the scopo of this project, tho increasing number of 
small shops in Y.abul renders tm:;tiInony to a ra:.,idly growing private sector j 

BtiI:.ulated in part by cver~incrp.asiIl;~ toulist traffico 

Go Cross-i~ elationships 

;\s point.ed out under ~j0ction loBo I for a nwnber of reasons the development 
of t.he private industrial sector is presently becOlnini~ more acutely importanto 
Since for the moment the economic potential of Afghanistan is largely based on 
a~iculturei the relationship of the Industrial Development Project to the 
country' 5 other ;>ror;raJas is obvious o Thus, the project ties in well with some 
of the .1issionb other efforts riuch as to ,;at, fertilizer distribution turned over 
to the :1r:1.vate sectoro Once the farmer has easy access to this commodity based 
on adequate credit and the elimination of other obstacles which now impede tho 
distribution of fertilizer, (lro,,;reso in the a:"''l'tcultural sector is likely to 
e,cccleratc 0 

Apart from capitnliziIl;; on the l]rgc illvestments already r.mde in 
education, infrastructure, rouds, irri,;atbll and l<mu development, the industrial 
development project in workin8' in direct support of t:le ai.,Ticultural sector 
through increased acricul tural exports as well <lS through the anticipated 
domostic manufacture of (\ nWi1ber of llf1l"icultural inputs (a~r1cultural tools, 
trac tor assembly, etc,,) 0 It also ::;upports t.he .J 0 ~:o in vestments made in education 
by providing more job orportuni ties, as Hell as tJy drawin.; more on existing 
educational resources such as the \;est %eI'1i1an Institute for Industrial Hanaeemsut 
and the educational affo~s of oth~r donors. 

http:point.ed
http:9rovid.i.ng
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I". Planned TargetsL Hesults Hnd output 

The project's tDr:~etR to b'l achieved under each e081 (as restated) are as 
follow81 

and to increase reliance on 

68 

hiUD will a:..;lst in tho implcI:lcnt~tion of the 1967 privllte investluent law by 
!lroviding advisory asr;ist:mce to the Investment Comndttee, the iusti tution created 
to jJrocess new invesunp,nt applications, to formulate industl"ial policy and to help 
illvostors overcollle adl::inistrati ve .:md vther ol>stacles 0 In the past, policy 
decisions wero usually rcachd ill the process of solving individual cases i.lu they 
ca:nr. upo \..bat is needed now, as illustr3ted under 1I C, is a~radual shift frOlll 
ad-hl'c policy lr,al<in!; to Llore~encral policy directives LInd the u::;c of indirect 
contrrJls, an area ill Hl!ich the HGA lnclw expI'riencee In a nutshell, the major 
"rojcct Joal 1s td prOvf~nt an cxistin,~ organi~ation dealing 14th pr1 vate investors 
!'rom rook!n!,; costly mbtake::; \)1l11e at the saHle tine tryinG to reduce the role of 
this orC3ni2'.ation over a ,'criod of tir,loo 

In more specific iCrtiiS, ttle ,roject's objective is to: \ " 

,\\~j \ 
/ (a) Turn the lnVf'~t.I'I€nt COi;'u!d ttcc;raduall.:r 1nto n vehicle't.hich cnn) 

'on its Olm tlnd llithout the twlp of l'orci2;t1 advisors, twndlo lleOl investment " )\ 
:l:'pl:i.c<lt.ions and eliminoto oo~t:,cll}G to Pl'iVDr.e invostl.lcnt. (l~/O Yfwrs) *~~\ 

(0) T)ecrc~.J~o tile Oi)o..:rationnl invo1 VC1:'lCnt of the HriA and the Inves'LI:lI!n~ 
Con.1 tL80 ill duy-ta..,JiJ/ Irntter;j tlJrou,:h tile increased applicntion of ,~eller<ll 

PO,'liCY ~.IIld inJ~I't·ct,C')r'Lr)~~1.?,to the po 11.' 1:. Hhere,lnvt:st?rs Hill"radually.be 3b,7le 
tn !;.Q},e 1;IO.it 0': thc~r 0 1m "cc~5:i,on:' cons~stent \uth n t~anal economic policy. 
(Tt'ive .f00r3) \, 

',;.,', ". ~P 
'-' i , ' f \<-.; "\'. 

\,/ ''./' , .\...-
To Dl'ovid.;) tJ01"C technic;)l SU) :or,t for oxi~t1[); small ;ori vate inctustz 
tl~u j;h t.he provis on 0:' c..:ons nb services in the area of illdustr al 

} :I\J, II (' (, ~-, 

\ 

extcnsion., 

In addition to rc(j',win.: direct t:ov·:rJ~ment involvemdlt 1n Lhe private soetor, 
tho Intter should b~~ ::;tr,~n(.tL('ned so tlwt it Hill !J(l ill <l uettcr position to handle 
its own operational lli'oLl~l";' morc ei';.";ct 1. vel:;. i'rOr:i an institutional point of 
Vim-I, this uspect Hill :Je ii~mdl 'u : OUI tClrou~h LtlO JUVcstmelfL ;':or,ullH tee <lnd the 
Investment Adviso:i,'Y Centt:ro (c'iV1J :1'·;;1'3) 0 

J}..lAL III 

'1'0 help crm:1Cc :.ietter.)vol'all su.PFort 1'nci1ic.ics for privatc untertlrise 
bl aet1n~ as a catalyst or limited ~upporter in the crc:iticm of new 

UI,GL;~;jlnEO 
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sources of cOI!Jlnercial and industrial credit! 

- .. , better cOiTlJrercial lerji'SIation Clnd, in 
all those vital clements which r..onnall onorate in sup rt 

industrial sector, but l-lhich are totalll lackinw in 

In this broad nrca, ',·,hicl1 is largel; concerned l;ith tho chnnr;eovnr frOl1l a 
t.radi tional society into sOlllethin.: mora modern~ t.he project has oDviously to be 
aor.;ewhat eclectiveo in tile end, .111 this tends to reduce co::;ts and thus I<!ake 
tlusines;; ill Afghanistan lIIore efi'iciento Most important, thb ;~oal is obviously 
directl,.,' related to maintenance 01' the current cOlapeti ti ve environment enGendered 
by Afghanistan I B open border and free exchanl~e rate which at nrcsent consti tu te 
the lr.ajor pressuros for cOl:l'letitivo, market Jrlented enterprise 'lIIt] against the 
11f.~rcantilist tendencies of liinllY .-;ovcrnroient oi'i'icialso {Fivc jL.ars)o 

, l I \. 
/ ~ C .J ( :" ' (, 1.-<-" \' k_. . 

1'0 provide tho insi;~hts find information needed to ::;uide the ;.~,}A in the 
dovolopment ann implementation of indu.strial Eolici (Jlese~n:.[j and to 
strengthen the indi l ;onou3 private sector by providin~~ a limited amount 
££..trainin,; for people from local 1'ims MId instit~tions Uroinin·:). 

!;u~qI.ng 
improved know18dGt: b vital it! ~ tho devc!lopmcnt of the private sector 

itl t.lle COl:ting yp.ar find in intocratill.; it :'l'operly into the frar:.C\;iork 01' the Fourth 
;.'i '/,'-Y,-.ar Plan.. Althou;h in the pUtit. thir: aGpect Iws been lweI cted with 
apfl~) 'Zitly aluost no dnma::e SCI far,. this situation earmot be illlol'led to continue 
cs d. V;J t.o industrin1 development iJecoliloo I:l.ore complnxo For the same reason j 

ther£') l:ill have to be SOI.18Hlwt more eJ:lphasis on trainiuco (Five years) 

.\ e .CnVl:st •. 1ent Comrd t tee 

10 droad ;;'ramo ::cqucncC? of hoot Has ;'leon Done, Is to 1.>e Done and HowD 

After tho l';)u'l Pri va ve Investment I.ow hnd laid tl-Je 10gal 
foundation for the creation 01' an improved imrestl:lont climate, the Investment 
Committee started to rcvieu llO~l investrr.ent applications -which so far has resulted 
in the approval 01' some :)roposols for n(:w industrial establishments. Of 
them, L9 were implemented and are actually in operationo As <l reBult~ the 
SecretarIat of Investment COI:llTJi ttHe .. idch deals viitil t.hese applications in the 
first instance and helps in preparin,; t.llem {or submisoion to the COJru!littee of 
five ministers, hOD l~ailwd considerabl.i in stat.uroo Invostors appear to be 
pleased uith the service:> Hilich .:.hcy Clro recei'llin,: since on lIlany occasions the 
Committee has acted in their dofense vis~a~vis ot.hcr i;overnment aBencies which 
tried to place administrati vo obstacles in their \layo It also has ,mde faint 
attelr.pts in makine industrial policy althou::;11 at ~)resent it lacks experience in 
this :lreao For inst.ance, recently it established an arbitrary and rather 
.meaningless upper l1m1t on tho number of nf:W rayon toxtile mills which could be 
established. °rhis was done withou. 1Uch analysis or study and merely to appease 
critics who had expressed a fear of ()veril1vesU:lEmt in this areao 

lJI.!GL'I:--;:-;j.l,'l1m 
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of the Commi t tel~. ~..hi".tt!""'mTder rJreaent comi tiono 1 ts role 85 the dofender ot 
potential and cxisting private investors is quite crucisl, it 1s even more 
necessary to ch3l1f,e;radually those "present conditiona" which are partly 
responsiLle for the Collll1litteo i s existenceo The Conunittee's roln is obviously 
logitimate when it tries to assure that potolltial lll'plicants are indeed entitled 
to the subst{lntlal benefits provided under the 1901 Private lnv"stment Law 
Vive-ynar tax holidays duty free importation of machinery and rm; J:Jaterials, 
etc.). It is on les!'l firm :~und when it ~,hould try to overact or tackle areas 
in which it lacks cOr.Ipotoncoo iloweverg sillce it i8 so CODlf:lOn for any government 
operation anywhere to IT'.L1shroom, che danger is always ther'! that under the uroni.~ 
leadership, ehe Investment Coruiittef; could turn into sOJnf.thing entirely differont 
from what it was planned to beo :·'or this roason tl:e project a(,teJ~lpt~ to maintain 
the prvsently essential :mel po::1i ti vo .features of the Conuni tteo':3 worL g \·7h1lc at 
the same tiI;u;! tryin.; to assure thDt the COr.li?lit.tee's direct involvement in the 
privllta industrial sector will.:l'ndually diminish as a more normal private 
indu. trial environment developso In 0 t.har \lOrdsjJ once an environment can be cr ated 
\Jhich begin:> to rC!Gombln that. of other countrie~ uhcre the investor is largely 
011 hin Ol-m in t.laUn: decisions ;m.J is not faced i til lOHcr echelon ;;overnment 
o:'fici:.lls r,ryinl: t9 block almost every IilOve on his partjJ it should bOCOlilC 
£,085i1;le for many of '.:,hc COf:'Ini t tee v s functionc to 1.,';radually fade m"llY 0 

l'he projc;ct ntterlpts to :reGolvc this sOll,owhat trick1y prnulem by 
/ l'rovidin,3 tU:I experts to tne Investment Conuluttee ll one an InvcstItlent consultant -

/ "ombudsman" type advisor who lor a pcriod of no more than two years, will provide 
" :1S~;istDnce in the further elirninf'Jtion of olistacles to priVate invest.lI,·::;nt; anu 

one senior industrial econorr.ist to lend more :-mbstanco and liwrket, orienta tion 
to the (;oftlrrd.ttee'f' J.8cision:::: and to as:iist in liOrkin(; out the linkaGe bot~lecn 
ti,e private industrial ~ector and the Fourth Plano In ot-her wordG~ in l.he nhort 
run, while the Com:1ittee still tends to Got involved in arUU5 tlhich ultiulately 
should be left !'reel' the role of the Ombudsman .. type e.-qJert remain3 important, 
l,uL by the time his tt·n-year tour ends lI policy l;:easures and iudirec t, controls 
nr.; e~)ected to replace SOllie of the GOliurlittee's present ofH:rational involvementso 
ill Gpitc of an apparent cont'.radiction herE~l' an effort has to 00 liiado to see to 
:i. t Llwt the role of the Imrestmcnt Consultant 'Will be solf-liquidatin/;!o 

I\t .my rate, at this crucial stage in t.be life of thA Inv~stment 
(.;0Ill!1i ttee and \oJith so 1;11.;.1 more Clotclltial investors, both domo30tic and foreiGll.ll 
no\.! !3110Wili!~ interest in invc~tin,: in ne'\1 inclustries, continued American advisory 
services arc rcquirnd to provide tJotb additional sophistication GIld consolidation 
of tl,c ::round [fclined so faro 

1971). 
':1nc . Invcstl:lf:nt Consult.unt an:.l one lndu.c;t.rial':cononlist (in Janunry 

t!(}A Inputs 

'IGA inputs 1-1i11 include the i'urnishill.~ of oi'tice space, office 

http:fore1G1l.ll
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equ1~eDt, the salary ~lbe Secretary plus six assistants, the continue'Cl 
i..q'>lementa tion ot the Investment !.au and chanees in pollcy and logislation aa 
needed. This will cost about :::8 g 000 equivalent per yeara 

U. Investment (Induntrial) tluvisory GelJtor (IAQl 

I.. ilroa.d-l:ratlo Sequence of Uhat has been Done and Is to be Done and Howo 

In spite of havirL~ been constituted legallYi the Investment Advisory 
Contar (lAC) is still in embryonic fonno Its p)Oesent ~tatus is as follows: 
'fhe Investment Advisory Center has a charterj) <l bud:;et of some 6OO,~rx) Afso 
(J7 ,5(0) provided by t.he GhruniJer of Comr:J(~rce ~ us well as a Slnall office JIIade 
available by the lattero AlthoUi:h the ChDr.lber is traditionally controlled by 
the bazaar, it is gradually developin: Ulto a Chamber of Commerce and Industry 
as may be noted from the fact that recently 10 industrialists wero choson out 
of a total of )0 L'lC'.mbers comprising tile Chamber 0 AlthouLil capable Afghans to 
he~}d (;'r:.~' a C1.mter are scarce~ one potential hi;h level candidate has already 
been of.;,'erJd this ;:osition and he has exPressed interont provided certain 
administra1jive probl!:ms can be resolvedo Other c.:Jndidates to becoIlle count.erparts 
in tho Center are ~d[jo 11n the horizon and a hi/'her rate of pay \-1111 be rrovided 
for them in or.ler to atitract tho lJost availaule t,alento 

Current planG to ot'ganizQ the Cunter are ShJWll in trw orGanization 
chart belowo (~)ec next pa~eo) A sketch of the !)rojected t;rolltb of potential 
client::; of the Cp.nter i3 ;:rovided under Annex VIo 

Until fUrther action is taken by the ;~rM, the Ni.;sioll intends to 
provide only one industrial extension advisor (F'tnnncial Na!la;~elllent L'JCpertj as 
a Center advisor~ supported by two AfGhan asaistants,. t.o work with tho existin ~ 
industrial clientso DependinG on tihe Gl'O\vtil of industry~ evolution of ;;oV(;rnment 
policy~ the number and kind of advisors provided to and throu!~h the Center by 
the m;, HritLh, ·ranch and nlest iel"l~ans.9 the services of udditional !Jo::)o 
tecnnici<111S may ue re(luirco·'-slJ.ch as a i"inrketinJ and Supply Advisor to increase 
speCific export.s; a Food Industries ;tdvisor to assh;t ill the ,~wth and develop... 
i.lent of indigenous food proCHI;stni~ and illJro<=>illdustries in Afghanistanz an 
1ndustrial rmt;ineor to provide industr..:l.al extension servJ.ces at the factory 
lnvelo ·;:velltua1ly it may beceJJ:lo appl"opriatH to provide a ;,enior Industrial 
Consultant to help in the organizatioll .:md development of the Centero decause 
of the var,ueness of this !)rospect at this tiIiie~ it l<JOuld seelll that thr~ part of 
tile conljriJct :1rovldin;~ industriul extension consultin[{ services .ohould be written 
<J:3 an opep-onded contrac':,~ nllot·;in: .t'or tile provision of additional resident 
advinors ana short-torI ,et's on a tasl: or· l er' basi so 

Ncvcrt.hele:~s, (lS point.ed out~ for tho tiIi!f: oeing the Mission intends 
to adopt a wai t .. and.-3w~ atti t.ude vis..a~vis the Con tor, illthou,3hsr of course, 
indirect "'UP11ort \~il1 be viven in t.ryin,:; to ;.:et it off the;round. This attitude 
is much in line Hith that of other donors.ll such 'IS tile UlI~ tho !"rench, and 
;·Jest flermnny--all of \.;hom seera to be ,Ilore tnan ~)r(~pared to support a feasible 
LAC on co the lWA decides to appoint <l rosponGiole and active Afghan to head the 
Centcro l..'hile the Nission remains con vinced of the n ~ed for institutional 

http:donors.ll
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d9Yelo~ent ::.n support4w priVll t,e industry. it is not prepared to push 23 
institutional develo~or institutional development's sake. It intends 
to keep this program saaallg and of a hiGh leverage consistent with requirements 
and opportunit1eso 

2. 	 (J.So Inputs 

a. One i"inancial l1anagemen t [!;xpert (in January 1971). 
bo :ienior Industrial Consultant (in January 1973)0 
Co Commodities in accordance with the developin!~ needs of the 

Center (son;c office equipment, small industrial library, etco> 

30 inA Input,! 

Once the Center becomes fully operational, L2A inputs will include 
office splice and oquipment, 118 well as salaries and administrative exnen;es of 
about 15 counterparts to the foreir,n advisors of vDrious nationalities at the 
peak of institutional deve1opmento Initial Afghan funding uUI be aUcJut 
I'fs. 60o,000 C:1,500) growin,: to about Afso 1,300,000 (,;"16,0 )0) for the fully 
developed Investment Advisory Centero All l'unds \Vill be rrovided by the Af!.~han 
Chamber of Comrildrce l-Jhich bas ample revenues for this purposeo 

Closely related to the Cent/er are the sUbstantial inputs made by the 
l'rA in the Industrial Park (~l Hullion) <lnd those expected to be fdilde for its 

further development by the Asian 1.1evelopmcnt Bank (infrastructural development 
10M of ::ilo~: million to be i~l<lrDnteed lJy the j', iA) C) 

110 ,)ther Donor Inputs 

Those include indu~trial extension consulting services of other 
foreiGll donors pro sently SUPiJlied or under considcz ation .. 

'-'The 'Iermans have been providin·~ the services of one plastics expert 
to Lho Ccntero He will be replaced shortly by another (jerman expert whog if 
tile need develops, could be assigned to the Cf.lntero 

'--"The 13ritish have cor.unitted tbemselves to brin:~inr, a textile ruanu
facturin:~ expert in 1970 cnd a candidate has actually been recruitedo 

'rhe french have promised to provide one full time junior expert to 
the He who is due to <lrrive shortlyo Althou-;Ii it has been providing one part 
tine technician to the Center (h~ a th'~:r and tanning), the UN is still discussing 
what form 1\lrther assistnnce rn1eht takec Since the inputs of t,he foreign 
d.mors are largely at the technical level, t.he Uo 3o inputs are planned to 
include broader and more 1.'lexible types ~Jhich the CdlJnt/ry sef'JilS to Il~ed at this 
time and which tend, in a sonse, to I!1Di:e the services of narrow specialists 
more useful. 

C. Industrial Credit and i1etter .jelloral Support ?ucilitiesa 
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A briof history of tne 111-fa~d Industrial !JoveloJXl1Cnii Bank ;n'Oject ill 
pro'l1ded under Annex VII" At present its status is 8S follows: The lndustrial 
DeYelopment Bank's temporary Presidont, Board of Directors and JU'chan invostors 
have cOI:lpleted the Ilnnk's chartcr ll by-lawa and drafted the necessary enabling 
legislation required for 1ts establishmento If the Industrial Development Bank 
Law passed the Parliament, U;;AID was to contract with Chase International 
Investment Corporation (CIlC) to organize a consortium at r..e~tcrn banks ~ich 
would suPPl1 the necessary hard currency investment (~~,200,OUO)o The Industrial 
Development Bank's Board of Directors has obtained subscriptions with 10 percent 
depos1ts for ::'2,000p OOO of stock from private Afghan investors, brin,~1ne the 
total non,{ovcmment participation to :J:JJj2CXJ,0I10o In addition, the RflA's present 
proposal is to provide a loan to the Industrial Dl'!velopment Hank of SO/ile Afs. 560 
million over a period of 5 .fears;) once tho Bank comes into operation while the 
Oa Mehanistan Bank would provide another loan of Afso 200 minion" 

:Iollever, the IndUstrial Development Bank J.aH h:w boen oefore the AfGhan 
Parliament for the past two years o AlthOUGh th'~ draft 1a,] IJassed the i 3udget 
and Finance CODUnit.tee of the Lower House9 about a oonth a ~ it was reported 
negatively by t.he leGislative Committoe on (;rounds that it was not the function 
of the Parliament to establish a priVll t.o bank, an activity which it felt &hould 
be left to tIle ,,;overnmont undor existinc lm.'o At that point, the ;~overnmcnt 
intervened and prevented the draft law frOln cOlllinf~ to a vote on the floor here 
it would have been rejected by the Parliament~ .';ince then a group of miniflters 
has beon '!leetin; informally witt. IrIemi>l3I'S of the Conmi t.tee t.o work out an 
acceptable basis for actiono This may t<lh~ the r'OrIi) of a lllore :~encral LJankine; 
law and the fOI'I;kltion under it of a qllasi'''public :Jevelopment iJmu< witil the 
expectation of I;J!W pnrticipationo 

Hecently an LI:ill ;-li5sion sho\'Jed considerable interent in til(' entablish
ment of an Industrial !.levelopment lia!1k in Afghanistall~ and development of an 
industrial bank alont~ these lines over the COlnin_~ year Dlay be feasible. Previous 
1-115sion commitments to provide for the services of a UoS .. or TeN O.,nking Advisor 
for J years who \-Jould acv as the top Nilnager 01.' the 3ank, and \1110 would have as 
his counterpart the President of the I:lH have llOU i>ecome hazy in vie\-l of tho lack 
of action by the ·(irA and the jJllprobabtlity that the ori[=1nal4' contemplated private 
bank would in fact be cl'oHtedn 

?ei~,u"iless of \-lhat nction the Parliament mny take, it nhould be noted 
that the ~)rf~8ent supply of landownor and bazaar savin[;s are utterly inadequate 
to support real industrial ~:ro~vth ~Illd that rrivnto industry will have to have 
s')urces of cOllllrtercial und industrial financinr;o If by next year the Cabinet 
and the Parliament have reached an impasse in tbn effort to find a source of 
industrial credit, it may lle desirabl()J9~_~.:iAI~Jto optain the 8erVi~'~~LOf-a,-~ 
@ort~t(!:nn.. ('J:cr_ert in lnd:lstria_1J~~an:~n ;_~o study tile pi:)s~il)iIn;y- of finding 
an~r forer-gn Dank orof othr-r ::;e1.r~nc1.p r:lca::JUI'CS. 

"'-

Some of these alternatives have al:read.f been discussed in the past 
without aucce58. Particularly the possibility of sett.in,~ up a supervised 
industrial credit department \.;ithln the Janke EillieJj Lhe only real private 
bank in Afghanistan, turned out to be nfJeative at that tine 1areely because 

UNCL-ISSIFIED 
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Afghanistan does not haUd a law which provides ror adoquate creditor protection 
from loan default, ioeo» seizure of collateralo FUrtherr.loI'C, the resources o~ 
the Banke l-11ll1e arc limited.. Another avenue would be to find ways and meane 
to draw lIloney away from the money bazaar for more ;1roctuctive purposeso However. 
to do this will require considerable Btudy of the activities ot the money bazaar 
in general.. IJllfortunately~ not L'luch reliable infomation exists on this subject 
of the money bazaar except for the fact this business is in the ultimate hands 
of only a fC~l key people who probably would never a,'.l.cnit that they are in the 
business 01' lcndilll~ moneya (Actually, the moTley lcndint~ is mostly hidden tU1der 
the veil 01.' fake commodity trllnsactionso) 

Do Hescarch 

1" Research fleeds 

fiesearcn in support of the private industrial sector is almost 

nonexistent. It is needed to: 


ao Provide more reliable data on t.he longer range balance of 
paymf'nts effects of industrial development» its social illlplications, its relation 
to manpower development and last but not least to income distribution" It is 
interestin,; to notE: that based on the experience of Pakistan as well as 
Ai'ghanist&n's own experience durin!:; the 19)0 I s when a few monopolists l~re able 
to accwnulate considerable wealthll this latter aspect seeins to be 01' Borne concern 
to the Leeislature and to account for at least part of the opposition voiced 
al~ainst the establishmont of an Indufltrial Development iJanko 

bo ~)tudy the deficiencies in :'\.fgllanistan's commercial and banhing 
ltms in order to introduce proper remedial lccilJlatlono :-;0 far Ghree studies 
\lern Tiade in this area but they did not go to t.he hC<lrt of the problems The 
fella.: recently arrived under sponsorship of the International Legal Cunter in 
Now York may prove vory useful in this area and the Asia ?oundation is considering 
again plaein;:, a leBa1 advisor in tho ,-\inistry of' Commerce to tJOrk on these 
problems0 

Co Provide a bet cer insi,~ht into the opera't.iun of the money bazaar 
about which» at pre~.:.~t.ll very lit. t,le 1s knoWIl o The bazaarj) informal and extra 
legal as :It is, is the ~arL~est and most effective fimmcial "institution" in 
the country and ulays 8n in;:::::-t.:mt role in the A.fghan economyo Analysiu of 
how it function~ coulj shed much li~ht on Hhat kinds of financin(j really work 
in this societyo Althouf~h this t.ype of study is somewhat related to the preVious 
caption, its approach is entiroly difi'erent and it should oe carried out prior 
to aqy study of commercial lcgislat10nQ 

/'" do Studies 01' the 10n(;""terlO'l competitive aspects of Afghanistan's 
major industrial exports such as raisins, dried fruit, karakul, carpets, as 
wel1 as to uncover new industrial opportunities or to de-emphasize those which 
already appear to have been overdonco 

UNCL!\..')SIFlsID 
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One i~rtant reason why more hos to be known sbout the private 
sector's potential is that any considerable oJCJansion of the private industrial 
sector will have to be rt~lated mora specifically to tho makeup of the next 
Five-Yenr Plano At present the 1uI..ure budget and balance of payments implications 
of the development of the private industrial sector are extremely sketchy, com
plicated by t.he woll .. known aspect of widespread fJJlUei~1n~. JiUrthormoreg much 
IIIOre should bo known about the futura relationship bet·teen Afghanistan' B large 
public industrial :rector and ita emorgine private industry, particularly in its 
competitive aspectlJo To tho extent that its limited economic staff resources 
PC1'IIlit ll the Blasion would render support to this project in monitoring the 
broader range implication~) of industrial developmento 

Howev~r, it 1s evidont that this sizable reDOarch task cannot be 
tackled with the limited resource., presently available uooer this BOlIlL-~Jhat 
narrowl,y defined project Some of the broader research aspects siJnply \~ill have0 

to be postponed or elso be tackled by other groups Buch as the UN, the team of 
U00. economic advisors or I'lest !Jerman economic specialistBo Howevcrl' as thj,s 
project 1s closely related to the further development of the investment cliraate 
and s:i..nce one would not Hant to i'ore::o certain opportunities which lIlay present 
themselves during the 5-y·.>ar lite of the project which invariably Will require 
some prel1m1nary research to assure their aoundnessl' a small research cOIJilonent 
has been built into this project ,tor this purpose I> 

Four mnn",months pp.r year of contruct techniCiall service!;; to carry 
out on8 research study each year 1'01' 5 yearso tUthoutjh a high degree of flexibility 
should be maintained, the possible terms ,>1' reference for some of tbeso have 
already been mentioned aboveo 

30 1(I1A Inputs 

Counterparts for research studyo 

Little has been done so far to strenethen the indi(!enous private sector 
throu~h the proVision of trainin;; opportuniticso Until veri recently there was 
hllrdly any mod8rn private industr'J in Afghanistano This situation is now bee1nnin~ 
to chanlje as nnli industrial ventureD bef~in op rationR each yuaro To enhance the 
environment for private enterpriae both local and forei£1ll' prodsion is beinG Inade 
in this technical assistilnce project for trainin; ;J limited number of people 
\dthin private firms and for eJq:losing both privDte all.) {{OVf~rrullem, managers to 
more modern business prncti dSo 

'rhe categories of trainin~~ to be provided are: 

ObservJltion 'i'eamso J~_~!.:y private manaL~ers and hi,;h Bovernment 
officials concerned with privatei:lduatrilil--develapaent. lR:ll bo provtctmt'"1dJIr.Jr---_ 
opportunity todDsorve industrial and government practices in nearby countries 

http:provtctmt'"1dJIr.Jr
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for adaptation to the ~ situationo Likel'lise ll SOllll6 hieb level government 
off1e'als could be invited to travel to show them how successful industrial 
developllCnt could Je promoted through indirect government support (Iran and. 
Puerto Rico) as well as Low an effective cooperation can be established 
between the public and private sector (Mexico)o 'rhe examples of Irnrl and 
Puorto Rico hardly require further commcnto The case of Mexico is considored 
instruct1vo because of the Mexican Government t a stron i reliance on "the 
1nvi31ble hand" in spite of the fact that a strong public sector exista and 
functions rather wello It is also important because of the 5TI10oth interplay 
bet',:een Hexico '5 public and i)rivate sectors which possibly could prove to be 
an eye opener to t.he iilIA 0 

1-1arkct Devolopmento A fm'l key buainp.ssmen and government officials 
will be sent as participants to the Intc.'"llntional l'larketing ~~aminar ot Harvard 
IJnivcrsityJ amon'~ othnr thin~.~8» to broaden Cheir vi'H/S of how to seck new outlets 
for Afr,han productso 

In.. Countr,y Seminarso 'I'hero are established industrial development 
institutes in Iran» Pakistan and India Hhich regularly conduct trainin:;; courses 
and seminar.:> for businessmeno ~Je have sent a few l'.:nglish speaking At'ghan 
entrepreneurs to these wit,h Bood effecto It ap, ,ear;; feasiule to bring these 
seminars on occasion to Afghuniston in order to reach a wider ran.:;e of the 
businesa communityo Provision i1 included in the project for such activitieso 
If they prove effective and acceptable it may prove desirable eventually to 
add 0 traininf; officer to the staff uf the IAC to help develop a r.ontinu~ 
in-country trc'lining progri:lm as a major act.ivity of the Centero 

20 Uo~)o inputs 

a o '~'lolO i'i ve""ni(~mber observation te8lnt; in five :rearso 
b 0 Ton participants in market development durini~ the fiVo year 

life of the ~rojccto 
Co 'l'hrce TeN experts to conduct one in-country seminar each yoaro 

J 0 HilA Inputs 

Participants for training component o 

Fo Probability of Achiovin;~ Desired ilesults 

I\pal't froJ71 the pOGsihlc: occurrence 01' unfavorable political factors 
l-lhicil always tend to playa role ill a project of Lhis type~ r.he five-yoar r,oul 
as stated can be accomplished Hith the requested inputs. The political climate 
remainn .t'avorablc for thu development of the private sector tdth reservationso 
Proposed modest input.s increose probability of success but no i..-ru.arantyo 

NEUMANN 
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lDN.;APITAL PROJ'Gl' l<l1NDIN:} (obligations in ;;'000) 

P[{OP date: Ju1.Y 1970 

Table 1 OritP-nal 


Country: !\.:"GilA!;I·:3Tiu·j Proj 0 Title: Industrial Juvelopment Projo No. 306-11-910-116 

Other 
Fiscal Contract ~;crso I:lerv" 

com' 
Participants COi(Il.,odi ties Costs 

Yoars AP L/:.r :0TAL (non-add) Dir: ICO ~~T Dir ~1');';'1' fjrr"GONf 

0 PrIor~u 

~ thru 
...... Act ;;Y 70 'l'C 
r.r. 

--'=-' 
!-f:s 
q 

Opere ~ u z 
;::l PI 71 rc ~J 306 268 265 29 5 4 H 

~ 
.~ 

gud~. 
... ~ ?Y72 TC '.I 281 238 238 29 .to 4 :::> 

B + 1 

IT 73 TC (} 255 212 212 29 10 4 


Il + 2 

?"' /
lY 7u .1; G 259 216 -~Q 29 10 4 

u + 3 

:"Y "IS rcG 300 257 2!57 29 10 4 


Total ~ Lite TC J 1,401 1,191 1,191 1.45 45 - 20 
c• 
a 
~ 

~ 

C5 
< =c 



·GO 
CQ 

T~le II 

!::XChange 

J.U-controlled 
Pieea1 Local Currency 
Years '0'::,. COuntry 

Owned Owned 

Prior 
thnl

ffi 
t! 
H
',,, Opere
3 ?f. 70 
u 
;z: 
::::I Uudg. 

:;y 71 -
B + 1 

fY 72 


B + 2 

l1'f 73 


D + ) 

~FY 74 
• B + 4 
~ EY. 75 
a 
co< B + 5 
~ FY 76 -

All Subs. 

~ 
Total Lite 9

rate: ;;:1 - 'is Ai's. Project No. 306-11-91D-ll6 

other .:;ash 
Contribuo 

Coop. 
Country 

Othel" 
Donor 
Funds 

(~ eguiv.) 

rood for l''reeUl)r.l C01l".Inodities 
cletric G~C Value WOrld Hkt 
Tons t. 1'1'0 ignt Price 
(000) (~OOO) (.;'000) 

H iJ N E 

1) 
1,0)1,000 700,0\)0 

BEsi AVAILABLE coP9'~ 

5i-l,O'Y) 700,000 

54,O-JO 700,000 

54,ono 70'J,000 

Ll,OOO 1;)0,000 

41,0)0 100,000 

1,275,000 3,000,000 

= 
1) Includes ;$1,00r),OOO for Industrial Park 
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LIlT OF DlDUlTBIAL I:ITABI.....UIW a&TIMJ 1M 1.. 

J:1t1m.... 
PalcI-Ia ..lm.eeI 
Clpltll JIIuDber 01 

PncIIIe& (II! !U,..~Wolbn_-
1. 	 BafId,. IfIIIeIiIl8 

(C..... m.. JIuIJIe. *'.) 11 2,500 

2. 	 FoocIlldaast., (nc.r um., RaI8IDProc..... DrW J'nIt, etc•• 
EJalwII.OIlIlllJa) 	 12 100 1,600 

s.. 	 CoUoD PW.. ..s ...eUble 00 mm. 14 410 4,000 

4.. 	 IbNIflcbal'tllg IIIIdutry 

(a) Lwther aDd SIaoe 	 4 3 600.,(b) Cllemicala, PluUc8. C.ramlca 	 IS 200 
(0) WoodworklDc IDduIry 	 6 60 670 
(d) Ifebl CoIUItrucUoD, Mator RepaIr.etc. 18 	 J&O 3,000 

50 	 TelWes 18 I,GOO 9,000 

85 	 2,7'16 21.470 

NOTE: 	 8JIM:e 1866 I8Y8nl major .ndtplhial pluta ... _ tbe JIdda at.. 
BIpam1 te_tle mIlIII, tbe Dltqaa fertlU..r fIctoIy 1& MeMr-~ 'tIuU 
_ • .,..CODItr':. ted or are UDder COD8b'uaUoII. CoIIIaflll-iW. tIda 
UIt ..... ba tbe plOOell8 of be" updated. 

.,.,LAllIlUD 
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LBT OF IROOSTRIAL ElTABLIIBIIBJn6 OPEN NJ or ARlO. 10, ....0 

(Ope__ UDder the Port,.. IInItIDllllt Law 011187) 

PrDJeded CI!pIIal.......E8U..... 
PI'OJeet Pre........r (ID U.S. DoIlln) 
Nllmber Name - ProdIactIoD oIWolbn (0.... 6-Yr. Parlacl)-

1 45/001 Da Nabatat SherkM-Roee EI.eace 40 $ 80,000 
:a 45/003 Rahlmt-Meat Cold storage 40 50,000 
3 45/003 Smaht1 Ktshmillai PaId-Rale_ A 5&0,000 
4 45/005 Ar1an CaalDgs-CulQga 59 112,000 
5 46/006 Saud IDatrfal Coo -Cu_ 20 125,000 
6 4&/007 Clemdr-Alcobol aad Wille 40 234,000 
'I 45/008 Subabuddln YUIUry-Raycm TeJdDe '18 a71,OOO 
8 45/010 Samooa-RalslDa '18 1'10,000 
9 45/011 AMU TelWe Coo-TNWea 80 1.253.500 

10 45/012 80s., Paahtun Kagdaur-Frult Cold 8tc>np 10 18.400 
11 45/013 Desgah-e-Khalla ShoJI-Capel WuNnc 90 237.000 
12 46/021 Cealury He-Ron... M01a-Metala a 152.000 
13 46/023 Argbaudab FruIt COo, Ltdo-RatslDa IS 233.000 
14 .w/025 Kadlr Weaving-Rayon TezUlee 2& 88,300 
15 46/02'1 Maqsudi TeJtlle -Rayon Teai1ea 381 1,197,800 
16 46/031 waruta Press-PrJIatrIg as &0.700 
17 46/041 Shuaa Presa-PrfDtIllg U 28,000 
18 46/042 Modem Dry C!e~ Coo -Dry Clean'. 11 28,500 
19 46/043 New! Saaed Murtaza Nasawjl-Rayon TedJl_ 386 533.000 
20 46/044 So San Sploghar-Thread 25 92,000 
21 46/051 Cblnchllla Parwar-Fun 30 281.000 
22 46/052 Afredl ServJee-Garage 8 28,600 
23 46/055 Saleh MetUlDdu8tries, IDeo-Metal 9 11O,0G0 
24 46/056 Wulr "ruJt-RalalDs 81 532,000 
2S 46/058 PubtooD Food-RaiaiDs 4& 93,700 
26 46/060 KabW Fe1ez-Metal ao 28,000 
2'1 46/062 Mubayya TuWe Coo-RayOD Tedll_ 214,000•28 41)/06'1 AIlmed TeIWe-RAyOD TelW.ea leo l,lU,OOO 
29 48/069 Wala Fruit Co. - RaIa_ ISS 100,000 
30 47/074 1. 7'.400Blldm-Dry Cleen'. 
31 47/0f' Nuawjl JalW-RayOD TeItIlea 11. 180,000 

UlICLABlUlBD 
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A_xU 

&at. 	 PmjeeWC..... 
PJrOJect Actual ' 1DY_1JIIIIl 
MIImber Name - ProdIlctICI~ LMor (oYer 5-". J!!!!c!.4 

e 4'I/CYl8 Amlr Zada NuawJ'-Bayon Tuti1M 42 , 94,000 
47/079 Bagram FNtt PacId.DJ Coo -RalaIDll sa 121,000

" 
34 47/081 Ahmad TIle Coo -Cemeat THe 20 1S,OOO 
36 4'1/083 Af;Iwl Garmeut Coo - 'faDD'•• Garmeat MIl. '150 1,800,000 
36 4'1/093 FarUd-Dry Cleant• 8 27,400 
37 47/097 Menuadah (Arlana Fe1ez)-Metal Mrga SO 136,600 
38 47/098 Hablb...Um & DalmarkaDdu-Rayoo Ted_ 16 148,000 
39 47/100 Babdor TutUe Coo -Rayon Te1tU_ 40 260,000 
40 4'/109 Nlzam Manufacturing COo - Tbreld SO 200,000 
41 4'/110 Slddlq Laboratories-Drug. S '11,500 
42 47/111 Zamlri KnltUD:. Coo -KnIt Goods 86 60,000 
43 47/112 Rweml Text.le Mllla-Rayon TellUea 40 160,000 
44 4'1/116 Osman Textile Coo-Rayon Tedu 20 333,000 
45 47/117 Nangahar Te.ne Coo -Rayon Ted_ 88 800,000 
46 4'1/118 Amfnzada TelItlle M1U-Rayon Ted_ ao 360,000 
4'1 47/12'1 Pickle Sue Aqcha-CMiDg& and ptckle .1dDa S'I 660,000 
48 47/132 MlDk-Furs Coo 30 55,500 
49 47/140 Den Bal'flOk-Caslngs COo 16 4311000 

Total- 3,417 $ 13,862,800 

Note: 	 Both employment and projected lDveatmeDt fJgurea appear 
to be somewhat 1nt1ntedo 

Source: 	Mlnl8try of Commerce, 
lDveatmeat CommiUee 
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LWESTMENT COlIOIITI'EE OF AFGHANISTAN 

~ROVED APPLICATIONS AS ,OF ~y 31.4-, 19'1~ 

Gnmd Totals 

Total approved appUcatloos: 110 

Appzovccl appllcatlOll:::: amended: 5 

Number of applleat10nA ",,1th foreign parUclpantR: 18 


(Paklstnn, Italy. IDdtn, Iran, Ge~ t U. K. t SwItzerland, U. B.A. ) 


Analysis By Categorlos 
Number of 
Applicants 


AnImal HusbaDd!'y 


Pelts & Furs 2 


construction IDdust!x 


tlr';;:;l"Cl;atc & stone 1 

r.r1c1~f! 1 

Marble & Stone 1 

Tilos 2 


Chemica! Industry 

Bone J.'Ic.cl 1 

Caustic Soda & CblorlDe 1 

Esscnti:1l Oils 1 

IntI. alcohol &. WIDe 1 

Soap 1 


!222 IDWstry 

Biscuit 8; Candy 1 

Dairy Products 2 

EdIble Oil 2 

Saas:lge 1 


UNCLA&UIBD 
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AnIle" m 

.",11' Br CI&Ic9d" 
(001II1--) 

"'berof 
.....nS. 

Manqf,ctudM lpJul&rr 

AutomotiYe Pan. 1 

Cartou 6 Baa- 2 

Gem Eto. 1 

Kmt~ 3 

Leather " Leather Prodact. 4 

Metal Fabricating 8 

Plastic & Rubber Products I 

Textile Weaving 31 

Thread Products I 


Pbannaceutlcal Industry 

Drug Compounding 

Processing Industry 

Animal Casings 4 

F'rult Dehydration 1 

Raisin Processing 13 

SdD Pickling 2 


Service Industry 

Carpet Washing 1 

Cold Borage-Fruit 1 

Cold Songe-Meat 1 

1'ry Cleaning 3 

Garage &' Auto Repair 3 

Ice 2 

laduatdal Printing 3 


UNCLASSIFIED 
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A-. IV 

A CASE STUDY IN AI'GHAN INVESTMENT PROCEOORE 

CENTURY RE-ROLLDG MILL 
APPLICATION NOo 46/G21 

11IIa pzoJect Js a foreign inveatmeat by a Pald ••t __tor, 1Ir. lIMa. All. 
Mr. Hanan All ooIds Imutmeat IJeeD8e Noo I, mel for thillreuao ... a 
gu1Dea pig In regard to all prccedural matte1'1lo 

'I1le purely technical part8 of the oppUcatlon Mro Husan All did by bllJlfieU. 
bavlog been the proprJetor of a re-roUlDg mJ'.l in Karachi for many ye.l'llo 
However, considerable eJrplanaUon was necessary to the Secretary of the 
Investment Committee and to the M!n1ster of Commerce as to the IUlture of a 
re-roDiDg mOl. the raw materlals to be used, the products to be produced aDd 
their eventual useo 

Eventually, the project was approved, and then the search began for. suitable 
buildJog siteo Under the lAWS of Afghanistan, foreigners may DOt own land but 
may only rent it. The procedure 18 that the original owner of the land must 
sell the land to the Construction Banlt which, in tum, wUlleaee It to tbe 
foreigner for a term of up to ninety-rune yeareo The contract team advisors 
attempted to be a buffer and coordlnntor between the Investor with the agonizing 
procedure all this entaDa, and eventu.a11y he located a suitable piece of land on 
the Jnlalabad Hoad. The whole procedure was very complicated due to the lack 
of an fndustrW park, a problem wblch now bas been solved through the actual 
creation of such a facUlty. 

Further complications arose during the importation of Mro Hassan Ali's 
machinery and equipment which generally requires a double and triple cbecklDg 
of both the items and the value of the machinery Importso In the fim lDataDce, 
it was discovered that thc investor's assumption that fire bricks were oIUlnable 
In Afghanistan was totally ullwarrnmedo Consequently. these were required to 
be imported In large numbers, thus increasing the value of the total 1mp)rted 
ecpipmcnt considerably beyond the value anticlpatcd and llated In the appllcatloa. 
Thus an amended appUcation had to be prepared for subsequent action by the 
Investment Commltteeo In the meantime arrangements were made for tile . 
release of the fire bricks from Customs so that work on conatructkm of tile 
factory would not be stopped.. 
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Amlex IV 

SlmultaDeowlly, it W88 dWcovered that Customs, carrylDg on the Pl'OCeGal'e8 
UDder the old lDveRment LaW9 were ~!ring all Imported machinery to be 
eDm'ned aDd certlfted by.,mCipecton from the MilWJtry of MInes ODd Indutryo 
Aalele from the bureaucratic delays 2mrolved, thta ... a dangerous preeedeut 
Ilnee at the time M!nes aIX.l J[nWltry had DO !cv~ for the private lnWatry program 
aDd since their reflUtatWn In regard to mach1Dery wall DODe too r;ood. After 
b~ the matter to the attention of the MilWrter of Commerco aDd explalnlng 
to him the dangers involved, the contraet advisors pel'8Wlded btm to make an 
luut: of the matter to get Customs procedures cbtul!;edo 

ADOther unfortunate aa8umptl~n made by the imreetor in connection with the 
project was that poople were avalUable An AIYgba.nieta.n who could lay foundations 
for heavy machinery0 TWo caused .considerable delays In time BDd several 
falae atartso It 800n became obvious that the investor would have to brfng his 
own e.rts from Pakistan" lIoweveZ', the approved application made DO mentlon 
of such temporary installation experts and the Afghan Fore!gn OffIce .,.. very 
suspiclouso After long dfscUBsions, It was discovered that if the Investor were 
to pay the wages of these people in Pa1dstan rather than In Af'ghanl&tan, 80 that 
they did DOt need work permits, the Foreign Office would allow them In as 
tourlats for a sufficient length of Um.;e tto !2Y the foundaUODSa 

Visas for the Investor and hie fam&J!y also turned out to be a aertoue problem.. 
Under the then eJdoting Afghan "/um legWu1tftono, the mV2ator needed either to 
put up a monetary guarBntee, or to get an Afghan to issue a gual"nMee for hII 
financial obligations before he was IH'rmiUetl to leave the countryo Slnco the 
Investor in question had a husineos in operation in Karachi, and siDee the 
Implementation of hie investment appUcatJ.or>l M'l_dred Ws constant traveling 
between PNdstan and AfghJlDJ.8t.an~ the s'-rum;l!oil became almost Impoel!hleo 
As an emergency merumre, a "permanent" guarantee to be placed on record 
was arranged for by the contract ad\'!oora, tlru.3 reducing the problem of 
Obt~ the eJdt v!sa to the Secretary of the Investment Committee'. fa", 
a letter etating that there was su~h a glmr2~teeo Subaequently, a special 
Investor's Visa was propoaed whlch pX'csul1lcd that the investor's lnveetmeDl 
was sufficient financial guarantee and that l2utOOn:f:ed the Secretary of the 
Investment Committee 00 Issue euch v!saoo After elaborate explanations, 
this new mult1-entry/exlt visa regulation wall finally passed by the CablDet 
aDd Mro Ha••an All obtained Investor's Multi-entry/exlt Visa Noo 10 
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AnnexW 

A8a'ber problem was that of the annablltty of eL."Ctrlc powero WbUe K.Ibul 
....... a aurplu of power from the DeW hydroelectric ltatloaa, the Kabul 
a.e&rIc Compauy .un fuBCUo_ with tu rules aDd mma11ty of the day. when 
power ... very abort; ft 111 their view that they ~ doing the public ... ImlDltllH 
faor by PIUYJdSac a CODDeCUoa., OoIy after many 1~1'8 and nuch IDtereeuloD 
by tile ccdnct adYlIJora aDd the Secretary of the lDvestme. Committee, .... 
)lro Bua. All fbaaliy connected to the hilh-teDaion llneo Since that time, 
power eoanect1oDe for other factories are IIOmewhat e ..le~l but IUD regulady 
reqalre otDcta1letten from the imreatmeS Committee and.IIUDeI'OWl pboDe 
calla before acUon fa taken by the power companyo 

In thIa regard, it should be noted that In an Mro Hassan All'. deallDp wlth 
other GoYernment ageDCle8, the help and Intercession of either the advllJors 
or the Secretary of the investment Committee was Dece88aryo Even receatly, 
he was forced to reqt.!re omclal help to be permitted to bid for the metal scrap 
resulting from the construction of the 1I0tel ber--Contloemalo 

A further complication al'08" In regard to the training staff to be Imported from 
Paldstano With the erection delays described above, Mro HU8tul AU was 
barely In procmctlon at about tOO same time his appUcatlon stated that the 
training staff woWd leaveo '!he wJsa situation beKDg what it .. In AIglwaIatan 
(particularly for Pak1stan1s), the Government WlU quite rea~ to throw out the 
tralnlDg crew before they had trained any AfghBWJo Even the Mlnlatry of 
Commerce, for political reasons, W88 very hesitant about renew1Dg their via... 
It WB8 cmly afler the advisors had eJtplalned In detail to the Deputy MInIster of 
Commerce that the workers in the factory were handling red hot ban of Iron 
with considerable personal danger and that if scme Afghan were Idlled or 
InJured .. a reAlt of lack of tll'alnlngll the Mln!otry could be held morally 
respoDIIlble. that the situation was eo1l'1edo 

'lbe most recent problem concerns Mro HUSRD Ali's ,..w materlalao III hIa 
orlgtDal 8iJpllcatton, he estimated that be would need imported raw IMterlala 
til the third year of operatioDo Dur1ng the second year of opentloD. bowYer, 
a IltuaUon arose where he began to 1\ 'short of Afghan (acrap) JDater1al ad 
DeIW to Import. Unfortunately, the application was read at the Mlnlatry of 
Commerce as not being an estimate but as being a commltmeut: tbat fa to ..,.. 
be would not Import raw materials before the thlrd yearo It was theD decided 
that &be 0DIy way thla could be chaDged Via by an ameDdmeDl to the IIJIPUcIlllaa 
to be ....Hd by a full Meet1Dg of the investment Committee, aUowtDg Idm to 
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ADDU IV 

Import. After m1ICb delay. the propc.sal ...u flnally submitted to tlJe IIlv_meat 
CommlUee whlcb refued to give a decision .1Dee It was not famlliar with .teeI 
bWeta. A atee1 bmet ... then obta!Ded aDd at the Dellt meet1Dc (approxim ....y 
a month 1ater). tho bIDe! was brought Into the Committee !'OOm and plt.ced OD 

the table~ Tbe CommA!tee then agreed that MI'" Huaan All could Import bWeta 
but not scrap material. 

BOleta are in soort suppJ.y~-workhdcJe...·and It r.ta !mpcasfhle for Mr. Hassan AU 
to receive them In less than ab: months from any source. Unfortunately, the 
wordJDg of the Committee's dec!sion 10 just as spec1f!e as It can be--billets and 
DO .crap materlalo Again the udv1eors brought the eltu.atAon to the attention of 
the Minister ()f Commerce, who agX"eed that the d2Cis!o.."1 made 00 sense. However, 
it is an officio! Gowemmental dL"CAe!oll and cu.ueequentiy it requ1ft1l a Committee 
meeting to reverse ~to 

When the sample steel billet 'WD.S proowted to ~he Irnvestment Committee for 
iDspectJon and for their ediflc!lti(lIfi, they, each. mitfulled the billet and had it 
placed In a safe, for safekeep1Dg~ 80 that when eteel bUlets were Imported, the 
Imported billets could be matched w~{th the sampllco stooll billets are DOt always 
of uniform size {dePf".Jl<llilg (l·n fl!ouR'co); thorefore, more trouble is anticipated 
when imported billets ardvo wWd.A dill'~r marw r.f;opecf; from the one fnitlaled 
and in the 3afeo 

Usually, however, once a pmb!cm AS weU defIDed and expUained, there Is DO 


re-ocourrence of difficulty at that parilwiar Hovel of !utelUgen.ceo Subsequent 

problems do, however, arise with iowe!' echelon people and theH people are 

usually more dlff!cullt ti1j) deal. ~rlth due tt,!)J theftll:' Ra~k of cOlllpreheulono 


It is Interesting to notc that M:ro Hn2~.mn An! bn.a 3gain t>e8!l the movlDg force 

In finally evolving a pract!cru :mt! raUonaR prcM:edlAre~ in this cue thai any 

modification in times and volumes of raw materW Imports can be decided by 

the Chairman of the KnYeEltment Committee (MiIdeter of Comlnerce) aloue, 88 

well as that the figures orIginally listed in an appKAcatton are estimates only. 


What can be learned from t.hta ease as that whUe the lntelt'ject.ton of foreign 
advisors into the procedural probUcms of the RGA has obviously some undee1rable 
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ADDezlV 

UpeCt8, the project would DOt get off the grouad unleas thts Is doDeo The 
ume boadlt true for ftWIY other appUcaUona which ult1mately renlted In the 
8IItablishmeDt of the 49 factories DOW In operatwllo Fortunately, bowever, 
It aI80 appears that as a result of this intercession gradually a proceciare fa 
_eloped which teDd8 to preY_ a repetition of ezactly the same problem. 
:For thJa reuon It would seem that the active role of the contract adrisora 
coutItutes almost a necessary eri1ln an as yet slow but graduallmprovemeat 
of the procedures of eJdsting IDsUtutloDBo 

UNCLASSD1ED 




SlUE!' DESClUPTION OF THE INVESTMENT PROCEDURE 
IN AFGHANISTAN 

L !I.-Ill ad M»!k'atioD 

A. 	 PnUmtury s.&erv1ew. AJlIDveetmeat 
almoa always begtDs With a poteatIal 
bnIItor &1'riv1Dg at tile Ministry of 
CoIili.i1fiV8 wWl _ "ldeao" A brief !mer
YIn' .. held with .,Secretary of tbG 
~.1It Commfttee wIao dlacWlBe8= 

At ..... pom! e-.., 8acretary at.o aDSWel'S 

......... ral8ed by the lDveetor.. 

1.. 	 Flft-year aaaJpla of lw_meDt 
C.. (tlaId aid openUDc capital). 
opel'ldbls coeta, muketa ad ae1l1Dg 
.,..,... per,..... ~ 
(foIetp mid AfPan). aallablUty of 

Ortgtuny tIafa preUm'ury mtervlew was 
CODdIIoted by the CoD&ract Team advI8or. the 
Secntuy act1Dg aalDtezpretero However. the 
Secretary DOW OOIldDota 90 O8r cent of the 1Dter
view, 1DformfDg the adnsor of what 1s deve1.CJI)lJlIIII 
and askbB bls help or oplDton 811 the IDtemew 
deve1opI. 

The Secl'tf.ary .un counts on the advUor for 
polley guidance. to preveot any obvloua m'etake. 
poiDt _ any compl1catlona. IUId to "bl'let' him 
on the pI'OpOIIoo idea aDd Ita Impl1caUon8. 

At present tWa work is largely done by forelp 
advisors wlth the Investor doIDg most of tile 1.. 
work: With the creation of tile lIlveatmellt 
Advisory Center, it IIhould become pauMe to 
b1re aDd tralD good AlP•• to II10wIy take OYer 
this project prepanUoa. work. 



8tepe In the Prooess 

tecbnical know-bow and training 
programs, Import requh-ements. type 
of company and its formation. sources 
and availabUity of adequate finances. 

2. 	 Preparation of a "Recommendation" to 
laveatment Committee.. 

30 Preparation of the application form 
·Itaelfo 

40 	 Preparation of explanatory letter In 
five copies slaned by the Investoro 

Ao 	 The approval process begins when the 
above-mentioned appUcaUono analys!s; 
recommendation and letter are formally 
deU.el'ed to tbe Secretary of the Inveatment 
Committee and the project Is officially 
given a Dumbero 

When this Is complete and from 4 to 12 
ftDlahed projects are on bando every project 
1. nplaIned In detail to the Minister of 
Commerce (Chalrman of the lavestment 
ComlJ'.iHee) and he Dep)tlate. tbe date o~· a 
Comro.ttee If_IIII with his four other 
coD...... namely the MInisters of 
P1amdas. FInanceD Mining and lncP.lstryg 
&lid AgrIcultare. 

Contract Team CoDtrJbutjons 

The advisors explain in great detail every 
project to the Sec!'eaary0 discuss wUh. the 
Secretary any problem or objection whicb might 
develop v and advise on the drafting of the 
suggested ai>Pro-vaio 

Although or!g!nsUy the presentation ti} the 
Minister of Commerce was conducted wbolly by 
the advisor with the Secretary present to asmst. 
the roles are now reYersed ll the Secretary 
expIatnJag the whole project with the advlaor 
preMnt to help with any "hard" questloD8 or 
problemso 



_ ... III tile PNe.s 

Be 	 IDYMmeat Committee MeeU~o At the 
DUIt Meetl •• the proJecta are IlUbmltted 
oae by ODe to the Committee of iive 
MhlIMe1'8 by the Secretary of the 
....ment Committee who e~.tM each 
project In detaUo 

Whenever J)M5tble, a small "uldblUon" 
muat be prepared with sampl_ of raw 
JDlitfJA"iu.. < ~ ftn'abed p1"OCllcU, phatoe or 
cJIu'~B rl. JIe process Involved.. The 
8ec~"~ ~ be prepared to handle.awJy 
ad varied queatf0D8. to CODriDce the 
Committee ~ the Dlerits of each proposal. 
to &YOld the CoJJUDJttee's tendeDCY to 
lmpdetve modifications of loag atudled 
proJect8, to talk them out of W-coD81dered 
l'IIject1ou, aad to try and ,. them to 
IIOCept tile wordblg of the Approval .. 
draftedo 

Ai the aDd, the Committee by majority 
vote approY_ or reJeeta the awUcattono 
If It ",IO'IM, It.eta the wordlDg of the 
~~y with IIOMe 

IDOdIJInUoa to. drafto 

After the H......, the ftDIIl AlJpronla 
_ pnpaNd aDd tile ....tutw of at least 
tIlree u .....n of the Committee obt.fnecj 
oa..... OIly tIal caD tile IDn8tor be 
otnolall7 Idormed thst hJa pl'O!- .. 
....,1'CJ'Nd. 

Caract Team CoDtrlbutloDa 

SlDce tor IWIDY moolbs 110 IIdftaor baa Mal 
phy81cally preHDt lit • 118rt'., tbe SeonIary 
la DOW on hIa 0WD0 AD adYlaor la paerally 
"IuIDdy't Jut oubItde tile door In cue Glan 
emel'leDCJ callo 

GeaeraUy, the fC:-eigD advIaor's role DOW fI11a 
into the category of 'tptcldag up the ptecee" der 
the l4eetWgo If a good project bas been retuaed 
approval (eo go • nan 11UUIIIfacture). or appro~ 
with aD wmcrkable provUo (generally reI 
imported raw .matertala). then it Sa up to the 
foreign apert to explain to aU concerned the 
effects of the decision, to prepare 00 amending 
proponl, aDd to see that it Is su.~mltted to the 
nut MeetlDgo It ~II alao hla job to call attenUon 
to the new or modWed Induatrl&1 Policy wbtch 
may result from thoae Committee declslou. 

With the much Increased detailed atteDUon and 
"fDdependent'f decislon-maldug by the Committee 
the volume of the work described above baa 
increued Immeaaurablyo 



·S!ep!I ill the Process 	 Contract Team CODtrlbutlooa 

m. Imn'mn"VOD 

TIle .... toward ImplemeDtatiOD can be 

nmmarked .. followa: 


1. eomp&llJ formation 
2. ....... of lIeen.. 
3. Laad aDd build'. 
40 MaohlHry importation 
5. CerUfleatlon 
6. Ha. Material Importation 

Ao 	 eoBlpaaw FormatteDo Since the Secretary 
of tile IIWutme. Committee is wso 
",Utrar of Companle. of Afghanl.tan g 

tM ._11 approved company can be formed 
wi....t mtICb &roubleo The prov!aon8 r'lf 
tIae Commercial Code for the recognized 
form~ of I_al oqantzatlon are too complex 
to be Illutrated here. In general" 
bowfier" the procea. can be completed in 
a week or ten day•• 

B. 	 Uoenmqo A8 an lDveatmeDt Ueenae Is 
tNUed in the name of the Dew. approved 
OOlDpIUQ'" the Hoen.. muat awalt the leaaJ, 
al__• 01 neb COIDIJUQ' 0 Once the0_"",. fOl'lDed" &he IIcretary laatnacta 
... CIuIa_r of Commer. IiO la.. the 
u...!tae1fo 

The advisors are aA"'1O'8 consulted !n regard to 
estabUahiD&' the offfcla1 authorized capital of 
~pproved projects II rate of capital pay-In II 

d!vislon among the shar.holdera ll etc. In order 
that the capltalllWfon shall ref1e~t both the 
~"d8 of the project as weU aa the coDdlUona of 
the Approval. 

The advisor. are not no.' d1nctly concerned 
with Its Issuance" ace", to determfDe abat iIle 
d••aripUve wordlac ued oornapoa:ta to the 
proJect In queaUono 



S!p in the Process 

The Hen.. la of 8pecial Imporianee UDder 
AfllbaD COndWOD8, as It must be pbystcall,y 
produced (aDd scrutlDlzed) on all 
oocu1oDs wheD exercl.iug ey right UDder 
the laYe8tmeat Lc.w--wlth ~e excepUon 
of bul••• with the Secretariat itHlf. 

C. 	 l.aDd aDd Bulldhg.. Particularly as 
OODcern. the !aDd and 1" location ~ lbe 
Secretary'a o!110e must take an Intereato 
Between the lack of documentation of land 
owner.hlp and the new rules for industry 
I.ned by the Urban Planniug Authority u 

cn8I care mut be exercised to avoid 
latere paralyz1D& compUcaUoDso 

Wltll tIM recent oreaUon of the Industrial 
Park UDder the control of the Inve.tment 
CommfU8e (in operation thit Secretary's 
Offtce)e the problem u. been eased 
eaorJllou17 .. suitable altea may now 
.1mpq 1» u8ignedo 

D. 	 Machinery Importation. When machinery 
aDd 8q1Ilpmeni arrive in the Afghan 
CuatGmll. the Investor brings the 
foUcnrlllc to tile 8eoretarlat: 

1. 	 "Elm-wo-Kbaber" (document iSAed 
at the froDUer atte.tiuc legal entry)o 

2. 	 IDoIoe oert1fled In country of orlglno 

contract Team ecmtrlbut'oa. 

The advi80rs are apected to pass on the 
suUabiHty and appropriate..... of selected 
sites0 

The Indumial Parke belDK brand new and in the 
organizational stage g 18 8Ull a 100% advisor's 
activity 0 They are expected to orgaDlze itg 

plan it physicalllyp prepare the oosts, arrange 
the construcUon contractso fix the prices for 
the sites and as&gn themo !lowlyD all this will 
begin to pass iuto t.lle hands of Mghans startinge 

S2Y ~ a year from nowo 

OriglnaUYe all machinery lIl'f'oic.s bad to be 
examined by a contraot advlaor I their ,content. 
explained to the ataffg and &be advl80r bad to 
certify Oil the !ll'f'Olce that the equipment wu 
part of the inve8tment as approvedo Tbl. I. 
8tIll true in tho•• cases where &BY que.uon 
arl... In the minds of the~n ataff. 



J 8!!p! III the Process 

I. IIslppbtc documentao 

After ....IDMloD of the.. documeatca the 
. 8eo~ 8tp£ aD Orc!er for the Cutome 
to allow dut7-fr.. _trya 

. Eo 	 cel'tlft0&t10Do .fore aD1 duty-free RW 
lD...rlal may be brougbt !ne . a factory 
m..t be lupected and receive a 
certificate of Implementation statiDg that 
_uhiller)' baa been bl8tal1ed and that It ie 
ID namlDa oJ'd~r (aad therefore can 
1dIll.e the raw matertal)o 

CerUflcatea are prepared on the baels of 
pH'oeotace. (60~ 100% • .tco) of the 
oapacltJ a. deacrlbed In the appUaatWno 

FlO 	 Raw ....rtallmpolrtaUoDo When .. factory 
reo... a Certificate 0 It cu cXear dutJ
free raw ma&erlal th!'Oqb Cuatomso 
Bulcallye the proceciarl' '8 the same •• 
u.at cW-~:~oea for eq1l1pmente ucept that 
a "er)' 010.. ooatrol Is kept of volumeft.-I."". the ~~.:e. Uateel In the 
.....caUOno 

CeItala "......U.." Items (eoio 1'IlJ01l1ant 
IDUt be IIored ID apprcwed war....... 
ad an .....s OD a ra&ion but.o moDlh b.r 
Il10l1l1I0 

Tho whole procedure of Iupectlon of the factory 
ad preparation of the CertWcates of 
lmpl~mentatlOD Ie performed by the coDtract 
advlaoro 

The Secretary aecompute. the tnepectloD and 
counterstena the certmcate after the ad¥180r. 
bave aignedo 

In general" the oontl'act advisors suggeate 
advAse and cajole at e-:ery phase to make aure 
the system remains as Uberalln practice •• It 
Is In IntenttODa The problema and duties are 
too many aDd too varied to be described tn 
deta1!g but atl tlme coes on. more and more of 
this work will be tabD over by ~e Afgba1l8 .s 
was the 0_ In olher tnRaaceso 
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THE lAC. PROlECTED WORKLOAD 

'ftae JlJuIoa _tim" that __ ID the ahSGlCe of an IadutI'lAl Developmeat 
JIIuIk. 'neII.rtal e..-ioo. wm ccattnue at the na of eome tnaty IWW piau 
• yeal'o OIl. str.f.ctly comparative buts tlWI would aeelll to be • modeat goal 
It ODe ocmaldera that even in tile early 1950vs Weat PakIataa. with about four 
tlmee the popdatlO'l of AfgbanSatan, bad about on.) tboua·gd m.NlfacturfDg (reg18tered) 
..tbllabmeuta. emploJ'lag a total of Hme 60,000 workerao A. tbe BelDWld 
van..,. project becomes more and more operational, ~re ta likely to be a 
••USc.. ~reue An the need for agricultural processiqJ lIduJtry whUe 
tddItlouJ OWOrtunJUes for e~rt and the mcreu~ moDetlzatioD of the Afghan 
ecoacmy may well add further fucl to the p!'eSeJ1t rate of IDdustrlcl ellp8D8lo1b 
To pat thIa Il'Udtel' ~J'Jto Bome perspective the Mia810n has PrqMlred two Pl'OjecUODBo 

Table J coutalQB the Projects Submitted, Projects Approved aDd PlaJU Operating, 
IDcJudt~ a projectfcn to the 1st 61 Janury, 19'160 'l1rl8 abon about a n.d gap 
of aome 50 project. between projects eubmUted aod projects approved, md a 
wldeDIDg gap between the number of projects 8ppl'O"/ed and planta operaUDg. 
In tbe abaeoce 01 adeqwde 1n<iustr!al credit ttda would seem to be rea1lat1co 
However. 11 the IDduatrW Bank bec~mes a reeUty the IlAmber of operatlDg plaots 
is l1ke1y to wreue shalplYo 

TABLE I 

Projects Projects PI... 

Year SUbm!tt.ed Approved 
 9J!!!!!IDI-
1/7/70 192 142 60 

1/1/71 224 1'14 60 

1/7/71 252 202 '10 

1/1/72 280 23Q 80 

1/7/72 308 258 90 

1/1/73 338 288 100 

1/7/73 366 316 110 

1/1/74 394 344 120 

1/7/74 424 374 130 

1/1/76 452 402 10(() 

1/7/75 480 430 160 

1/1/76 508 458 160 


U~LASSIF1ED 

http:SUbm!tt.ed
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Al&Dea VI 


holD dill .... of YIMr of tile IIdrl80ry _nie•• It i8 obYJou tIIa& tbe oD!y kef 
...... II tW 01 PI'oJeate SUbmltt«L 0Dce a pl'OJect Ia aubmltted, It meau 
WOJk lor'" aIYUono ......r ....r.tad8. IppI'Oveci aDd ....r Impl.meDia
..... 01' ...l'IIIUIIIo III AI\Y of.... "'""III...... , It .... belDUowecl bJ tbe 
....no "'re la, of CGII1'IIe, • _naID J'IU of drftloD wIdcb • pr_. ru. 
....... ,. 0811&0 0lIl caa. .....1.. ...... tbat 70 per celli of all pro).. 
....... ... Uve proJ'" wide........N COMa1UDc.J aDd foDow..", nprdl.. 
01 wW .... tbey are IDo 

Table D .lIon tile PI'OJecUoo. of u..e aet live proJectI throuP the hit of Jaawy. 
1178,. Ala UJlttonll coIumD eDtMled "AdvI8ol"8" II aIM lUted: 

Ntt LlYe ApproDmate Number of 

Year Projects _ Adv!aon (Both Forelp aDd !f&h8 n) 


1/7/'10 135 5 

1/1/71 15'1 6 

1/7/n 177 7 

1/1/12 188 7 

1/'1/72 208 8 

1/1/'13 236 9 

1/'1/73 264 10 


1/7/74 2'"299 12 

1/1/1" 11 


1/1/'15 318 13 

1/'1/75 336 13 

1/1/76 :156 14 


1'be fI&uree lieted In the column entitled ".AcIVUo1'8'f are bued on aped_ to 
eWe wldelt. IDdtcatea that the absolute outer limits of the ability to give 811)' pnctlcal 
aulll&aace at allia one adv1aor for about 25 proJectso WbIle 25 pl'OJecta for Melt. 
.l8or __ Q8CeIIarfIy result In pretty Wn consultaDcy. aDd wldle, ~l ....uaoa. 
It IpoIN tIae fact that preJects are aDd will CODttDlle to become more aad more 
compUcJted .. time goal OD, uperleDCe has shown that at thIa leYel .. caD 

80mebcnr or atber manage to keep on top of the pqramo 

Por eample, at the present moment, out of 190 submitted pl"OJ~, there an 
about 13& UYe pI'OJectao All thMe are Iumdlal by three people from MIller ... 
.. 1a11 time Wait ~i'iDaD advtaoro CiwIousIy, .. the Ceuter cIeve10pa all the 



KABUL TOAIDA- 3$7 UlICLA88D'IED .. 88 

ADDU VI 

.Adw*n __.. be to...... advIaon .. UDder tile Ame projection tile aalDller of 
IoNip adt180n wm decl"MM U more AfaMa 1Idri8o... are beIDg tnlaed.. 

1'be Move pl'OJed1oa merely plOvSdee the JU8UIleaUoa for ..aN-bIDe aD_."
AdvUoI'J Ceder 011 the but.. of aD eJllnpo1atlon of .....rtal pI'OJ ecta alr.dy 
.ubmltted or to be aubmltted. 

.ADotber and pemap. eveD more realU&1c way to look at tbe c.atert. wonJoU 

.. _ the bula of CUI'I'8S dl8cuaaJon with melitoi'll, 10 e.. , IDvtMI&or blter_t, .. It 
reBects the IDcreaalag deve10prmd of tile COUD&ryo 

Aaaumlr~ that a mtnlmum of 20 DeW planta per year wW. be bu11t In Atpaa'atan 
over the DelIt five-year period and bued GD eJperieDce In worIdDg wtth Invelltora. 
It .. anticipated that the 100 new plams will fall lido the following categoriee: 

Food aDd Herb Processing - 12 to 15 elants 

Baed upon e.xperience gained with raisin processlDg. the AIgbaDa have 
learned that in order to sell in bard currency markets. It 1s necesaary 
to offer (Jla11ty p!'OCilK'U cleaned and graded according to acceptable 
standardso This means that they will have to have better agricultural 
prooe8s!Dg plantso Furthermore. there 18 on expanding Intemal market 
fOl" ~le oll and on productso 

The follO:1ng foods are in abwlClance cr can be grown In Afcb""1It1Do 
CODIIequeDl 'Y. At appears pl"OCG88ing. c1ermlDg aDd gradJDg plenta wOl 
be coDStructed in the futureo 

CottonSeed Sunflower Seed 
Walnuta Almonds 
P1atachlo Sharaham (natlve on aeed) 
Apricots Grapes 
Wild cberrles Pomegraaatea 
Fndt8 (mlaco) MeloD8 
Coriander CUmln Seed 
Caraway Seed Anls Seed 
LlcorlceRoot Aaabettda 

UNCLASSIFIED 
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.M'!!W Materlala - 8 to 10 .... 

'Daere .. an acute abol'tlle of 8UMab1e bl!UdiJIg maledala III AIp·n._.... 
fte primary bundl• IUterIaIa' are adobe <-mdrled) brick, aalafel'ior 
ftJ'Wd clay brick, stoDe. 0..... aad peplar wood, 

1'10.. Ume to time. the goyenunes has ...,.,aled to tile people to 
oc.tNCt their homes from more duable materlalo Tbeae appeda 
Jaaft uully followed deIIt:ructica of bowIee In the vJlbgaa u the 
re.It of heavy rafnao 

There Is fI'Iery 1ud1cat!oD that In the larger vWagea, towns and cWea 
more .opbIsttcated materWs are lDcreaa1ngly beq used In coDStructloDo 
AD eample is the use of steel roofing. steeR 00a.ma, Rtee1 girde1'll. steel 
wfDdow aDd door framing, We for Boom and woUs, cement block, aabeBtos 
rooftag and siding, prefabricated cement panells, eteo Aa a renlt. more 
lacton.. wW have to be cooatructed to prodllce improved buUdIDI mater1aleo 
Al8o. granite, marble and a1ab~r wm be used more utenalYely .. soon 
88 the government permits private e~J.oUaUoD of these naUve mlneralso 

TaWe WeavJug ~ 8 to 10 2ianta 

Preeeotly there are 15 tede weaving planta In the private sector aDd 
appromnate1y 15 add!tioIUl! approved appllcatJOIUIo Moat of theae pIarda 
an emall, empioylng 50 to 100 peopleo The operat.. tede pt... bay. 

had aD extremely difftcuit time to date due to gcveJ.'DlDeDt lIIterlereDCe; 
.wever, they cont!we to operate and fer the most part appear to be 
operaUDg at a profUo 

The weaYlDg plant operators, &!moat without eEepUon, appur to poa••• 
anlDbeftlLt business acumen aDd U !a dUDcult to envlaton commel'Clal faiJun 
in tIaIa anAo Already there Is preUmmary preparaUcn to waYe more 
sophisticated types of text!Kes. to eo. wash and wear of which then Je 
p1'8l"y a world-wide shortageo 

BINd UJDD &be Uempd for 8pUD yarn from pre.eDtly eltuated wavIaI 
mIUa. B II allDCll& • celtalDty that spbmlng mm. will be eltlhlllbecL Aa 

lJNCLASSD'IED 



KABUL TOAm A-. 3$1 UNCLA88IP1ED 10 II 
A-.YI 

• IIIM&er of fact. two ..,.DD!,. mW.a are already be1Ds cc.ldencL 
I'utber. ODe ~ the primai)' Ill'ObleJU w~ DIm operaton haft 11M 
wltlapemmea& ofDclala ... releted to the lmpolt of duty.,.. ..,. 
lU110 A practical 8OIuUon to Wa problem, both from the vtnpob of 
pnmmeut officiala aDd weaving pWlt cperatoro, 18 to pl'Gduce ftYOIl 
lUll locally., 

0tIIer pertlneDt factors favorb:Jg the utabUshmeDt of 'plDDJDa mJUa In 
Af&hentltan is the diffteu1ty 1D. ooglnf. yarn from foreign aupplierao 
Molt raJOD yam Is Imported from Forll1Olla, Japan. Reel ChIDa aDd IDdIa.. 
DeUvel')' time !s from three to six MOrabs. and paymem Is usually 
demended ma<kaooe In tbe form of a letter-of-credito The supply of 
rayou. yam!s, in the case of ned China, DOt depeMableo The "abU,hm_ 
of local sp1Dn!Dg nUllD wold aUev!e!e the problem af supply as well u 
ndDce work.tDfJ caplW refJl!reme.rUo (ODe appUcatlon pendb. - ODe 

addUJoDal poea1b1e~ ) 

Needle Trade lDdust1'1ea (Ga.!..ment Manufacture) ~ 15 to 20 etaau 

Based upon cmTeDt ~nUtiea IWd quallJty of teJtDes produced aDd 
anticipated. it logically follows that sewblg plmts willi be establi8bed 
to fabricate tel!t!le material !oto fillB10hed goods, 10 eo, pants, shlrta, 
blouses. bloomers, joo!ooto, eu~o (lWo ~ca!!cD8 pendt",o) 

TIWP assumption Is further bome out due to the demonstrated aewIJII 
aId1l possessed by Boon! men and womeIlo 

Viacoae Staple I1ant ~. 1- ~:mt .. 

Beeause of the demand for ebple from which to produce rayon yana, It 
nppeaI'8 feasible to predict that a ampie ~pia wJll be 
erected in the near futw'eo SWdloo thus far lnd!cate many of the raw 
material, required in the rayon 8taple chemical IlIlwfaduriDg proc.a 
already ezlat in Afg~ ThIs plunt, oooe establl,hed, wm _". 
as the DllCleus for a DUmber of ancillary plaDts which, con~e1y, could 
CODCe1Vably be the beg1DnJng of a chemical complex In AfghanlataD~ (IDdI.... 
PaIdataId aM American Investors ,bowing IDteresto) 

UNCLASSD'lED 
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c...uc 8od!/ChIoI'Ine Manufacture - 1 p1a.at 

C..uc 80da aDd chloriDe will become 'DOt only a necessity to tbeopentioD 
of tile .s.ec.. .....plut. but It will al80 be required in tbe plOO8.._ 
of ...u•• both coUoa aDd rayon.. Preeeat1y all C81UJc IIOda 18 InIportecL 
TIMt bJ-proWet chloriDe will be m deDWld for water puriDcation aDd In the 
m-ractu.n of bleaebeao Cautlc soda fs alao rec:p1red In the ml""__re 
of 110..,0 The e.bbllahIDtd of caustic soda/chrorlne mndecture would 
allO necellaitate the NtabUahmeDt of sodium chloride (salt) purlftcatIon 
pl.uo (ODe very small plaut applOvedo) 

'DIe mauufacmre of sulAIrw acid will. become a necessity to the operation 
of the vlaco8e staple planta SUlfur aDd gypsum exist In AfgbaiI'I8taD m 
appare.mly commercially feal1b1e ~ita and it fa auttclpated that local 
demaud w1U hasten go?e~ development of the8e depoda or the 
gl'BlltlDg of permission for private exp1a!taUono 

Chemical Detergent l\:famlfacture... 1 pnf!!!. 

'!'be establishment of a chemical detergent pIMa: in Kabul is lntWJtableo 
Preeeatly all detergent powcJe1> !II being imported from BrltaJn. Inn aud 
Germaoyo The projected current market for detergent powder" two 
mJWon pcunds per annutno (AppUcBtl00 pa~o) 

PlaaUc Emuslon Ma'!1.Lfactur.!PIL1.!..ams. ~ 2 to.! E!3Il!!. 

'!ben .. a very luge leeal demand fur plastic p:roducts all of which are 
P.l'lSentIy betDg Imponedo The plMt1c producl for .'hkh there .. the peat_ 
clemlDd .. 6»r low cost plastic sooeso Plutle shoes are imported maIDly 
fIom Ruufto Additional plasUc p~ in demend 2Dclude dla"'. pUla. 
pIIIIIo Everjua1R.y It !8 autleipated there wW be It local DUlIke& for PVC 
(pIutIc) p!.le to be used In the transfer of water, sanitation purpoHCIlDd 
6»r IrrllaUono (Several approved, others pendb~" ) 

9-!I_n @!.., CartoDa, l!Y8) - 2 to 3 plaata 

......., all C'O'dah'Sl'II are Importedo There DOW uleta a ....a&faJ 

....1UWIDs NCJdremeat 6»r cxdatne1'8 made fIom paper·boud, pl..uc 

UNCLASSIFIED 
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ad till pII&eo PndIIcU pn••DJ prcmeed for wIdcJa ccaet.n an 
......nd !Dchlde 1'&I.aJu. Irarabll. about tbnId. Pee. ytpleNe". 
motor 011. UI'OHDI ud cany-bome hap for bueer UHo 

'fte UN of tobacco mthe JDrm of c~. aDd.DUff IIIID .w.pn.d 
aM by the pQpWueo All tcbaccc p'NlChct& are PI'••12"'b' Impolted.. • 
I. am!ciI*ed a ctga~ mm~JriDg plant ..m be ereeted .. the 
Ylcidy of lala!abad beeaUIe W th& tobacco gJ."OWIDs poeidbOtu. ID that 
area. (App&atlcn. pendlDgo ) 

BaUe1'l ~re/wet ceU = 1 P1aJ!. 

The eJdat!ng marlcet for amclllObAle batteries fin AtlbsDtstaa wldch .. 
aDd wW coDtinue b eJqWld lDdkUes that a small battery m.amafactarJDg 
plant produoi!tg 8Aoond 150 umtlJ per dt\y womd prove pmfltabla. All 
automotive batteries are presemRy ilDl»rteci. BaiterJea prodllced ID 
Afgluurlstl1D would have e,." po8sl!bIDllUcea 1ntc PaJdstaDo 

Battery Manufacture/d!I..ce~ = 1 pn~t 

11aere is an e:daUng m!d ':JiPandWg m:nket m. Afghanistan fer dry cell 
batteries bnrught :moot through iooreased use of small portable radIoao 
Dry cells are also used in electric torchM ~fllubJlghte)o AD dry cell 
batteries are presently ~mported, From fnd!cated usage In A_Jwd....D 

aDd e.xport posslbllitiec to PalW..J~ani there appear!! to be mmarket large 
enov.gh to BUpp!PX'lt a !ll!mmwn IJfize. ]5 mftlUlflOO Wli~ per year. dry ceD 
bftUery mamafoottming pftaJ."to {Va So maeroot mcHctrtedo) 

Sheet Glas! MaDufactul"e...:..1.pl!om 

Preaeatly aU sheet gl8.89 Is impcrtedo There 1a an c~t~~ ewptUMIag 
market In Afgllr!matan for shoot giasB, pressed glasmware aud a .maU~!" 
deDllDd lor glus bottJleso CoUeetl\'le!y. these pMducts would probably 
IS1IIbID a minimum Ibe (1500 too/yea!') glass factory" (!merest Ibrnm 
by pa1rtatiDI Jnvestorso) 

UNCLASSIFIED 
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Wool~ - 2to3pluu 

Pr.ertly all Afgbaa wac! .. e1pO!ted III _ II....C«D....D A...... 
wool Ie CODa!dend "eupet grade" !D abe world mut.et place.. Carpet 
ande wool fta DOt I1nt cpaifity wool; bevwever. there .. a.marblt for 
tIdII gnde in • _Red (by ccior) aud eecured (cleaDed of aU Iorelp 
DlIItter; CODdlUcDo AIgban wooR Is DOW e.JpOrted at low prieM IlIIJ/cr 
buMred aDd Ie proceesed and !iI~Rd as nncther ccwtry'. product. 
Salflelent qllantttlee 01 the Afghan procktd have never heeD exported 
to tbe market place 80 ¢hat a demand could be created for Afghan grade 
wooL (!nterest fibcwn by Pald8tana mvet!tcnlo) 

!-"". aDd P!ck!~..Plamf!..=-..!!2. 6 eRants 

LarBe cpaantiUes of Afghm1 eheep sldns.are bellfg eJq)Orted BDd/or bartered 
after _'ring been temporariiy preserved, fo eo, aaltedo Coaaequeady. the 
maximum price ~8 not being X"Ke1vedo The Afgbe.. are aware of OWl 
sUu.atJoD and provision Is belDg nwle to establish taDDlag, plcldfDc. aDd 
c..~ piaDteo Cas~B (ammo! gut WJoo to eooase sausage) are • Datura! 
COot>product An We type p~anto There is a 100111 market for properly tanned 
sheep aJdDs used in the mnnufa~';~;nN of pootooll jackets and coateo World
wide popdarUy of pcst!!3en garm~ .Il.U"y dbubdsh~ however, there will 
be an eJpaDdlng Hooall taurist nmmrit rOlf thlB nlltive Afghan haDdlcarlte 
(IDtereet shewn by Afghan mveSttoftJo} 

Abattoir @ll!t:p and Goats) '" 2 to 3 plante 

There 19 a '({ery dooftood aho:ltage of mmron and goat meat In the Persian 
Gall onaDtries ~~ eounbiell db. ha....~ call'E'eOOY to spendo Afgb,naetm'ii 
mamher one an!m.al pGpulauon Is gelds and sheep·, ElIpOrtatiOD of ~ 
mead pmckltCts aN l.IOV pmh1b!tEd~ however, a thrt~ au1mal .mqglt. 
actlvil)' abounds an the Hem areDo CuIiallmeDlt cf wmal smucglA. 
np1aced by govemmem."comrolled e.1pOrtotlon of Afgbaa meat procDU 
would DJ7PCri privotely-&anced abattolm as well u prodllce Itture 
uport 1'WemRfJ8 for the gcvemmmo A numbel!." of saleable by-producbl 
ccu!d be produced, 10 eo. oone meal!) castngs, dried blood, glue, SlId 
epecWtJ meat plOduct8o (Afghan and lraDIan lDveatora ~) 

UNCLASSIFIED 
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A pocIy percemac. of wool rem.cvod from 8heep aId.D8 beJug pnpaNI 
for pick." .. In ~ a orou between wool ... bairo Prelim..!')' 

lDYetlUgltloa dIec!osed thIa materAal. for which there .. practicallJ 
DO market. eonld be used fn tile maIMlfadure of commerefal grade wool 
felto Wool felt CaD be p~ad by primitive metboda requtrfDg low 
clpltallDveetmeBt atlb8t.itutAng man labcPr for equipment; aleo AfgbaDIataD 
offen Weal drying weatbel' whlch can be aubeUtuted for elrpeDSlve dry1Dg 
efIIIpmeJto 

NY!I'!!'!"! Foam M.!!!':!!~ ~ 1 plru!. 

8ubetaDtfa1 qua.nttUes {pcundngc) of ~lyuMhane In varIous den8lUe1 
are be.,. Imported into Afghanistan for awe In maJdug mattroues aud 
u paddJDg for clWr bacl~, bottcPmD. etco There Is a grewiDg demand 
In AfgbaDistan for this type material ~ subatMute for cotton heretofore 
ueel becSUSf) ccttoD becomea lumpy and requires per1od1c ftnftlago 
(bereat sbovm by Brtilsh investoreo) 

Fluorescd MiM!$ Lind Dis~y S~n ~a~ ~ _!R18J1i 

There is a gmw1..ng aW1U"elWS8 nn AfghaYlhJtan of the value of advertIaJDg 
and plbllc dispRay0 The numufact1u--e of illsplay advertlsWg reqadres 
fabrication from woOO ood mdnlo ConaequeDt!y. commerclalUgbtIDg 
fbtures al'e a rum!ra! adJWlCt ~..o ~hls type buslnesso 

AutomoUve and E~~ent As~-=--..!. to ~ £!am1:8 

Automotive and farm equlpment is bclng !rnpcIted into AfghanlataD In 
IDcreulag ~t!es~ For the past number of years, there hu been 
IDcreued emphasis on road bWlId~ng and in the uUl1zatlon of 1D01'e 

aopbIstloated farm equfpmel!to HeUer roads mean bigger, better IIId 
1 

more trucks which !ndicates an advantage !f trucks were BHembiecilD 
9AfgbanIl~ rathei. than be!Dg frelghted!no The same 18 true of farm 

equJpmem ard to a 14m!ted enent of In<Ustrl91 type eqW.pJDel&. 10 e •• 
froat end loaden. bulldozeraa etco International Harvester Compaqy 
baa alrelldy abown imerest in the eatabll8hment of a small tnctor ad 
truck ...mbly operatlono 

UNCLASSIFIED 
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~_lCIla~ IDdatriall Chemicals - 1pl_ 

AIDrID8& aU med!chW dNp aDd aU mdumrlal chemiclla are Imported.. 
D.... upol1 the UP9ndb~ ~ation and upon tncreu"~ empbula OIl 
bealth, M would appear pmmmb~e to ~ro aruVDr eompouDd 
mecUcIJW d!ugs in Afgh.an~ AlBoo too mcreued empha." OIl food 
pl'OCMcticn wm noo6ec!bte iMreased use of lodtlstrial cbemlca!eo ODe 
foreJp ~C!'ng Farbwerkl!!l Hoooiwtsw already rommltted UaeJJ to 
put up a pMi'mMaiAtkrul pJ1~m1t mKabullo 

AU ozit)XJtall nng3 01:' ca~ IDU$ !>~ wa~hsd afteX' compleUGn In order 
to remove :.?\IIrcl~ m<1~~f5r. and bring mit too na~raR luster oftbe yarn.. 
There Itt DCP profemGwnal lCa:rpet 'MlSllWg operation In AfghanIt;tan; 
COD8eqUentRy, aU Afghan cal'p.WJ must be mu!I~ afterbeq uportecL 
With the mtUcated 100s1 emphae!e on improvement oftbe cupet 1Dduatr.v~ 
carpet wzwhing 'W(lI\!ld appe.!lr ~) b~ a profita1:.Ie enterprise.. (Approved.. ) 

Soap .. pressllUy llmr~!!Ir~oo U.I. e~ibataK1Uall quantity and littAa of it Is 
prcrdaced locally~ l)aBi~ 'IfU,W matelfAaW fl{j)1f 80ap ma.ldD.g are not avaUable 
In suffldent quantity (namely, fats); oo'li!icwer. 208p manufacture ~culd be 
proBtabUe e'4fe!lti' ilrllp:JllCtmg (JIf cerium buRc raw materlaIs were DeCeUaryo 
(Appl'Ut'If'Ao ) 

MBneral Water ~ _!.Pl.~ 

The mcreasw nwnoor cf taUrftstB and water ccntamAnatJon iDdicate the 
boUUug of psre (h1nk!ng Wf.l!el' woold be a profitable enterprUeo There 
ue m!nernl sprlrige in Afglwmgtrul that pwcfu.ce clear pure watero 
(AWUcatlon peOOilngo ) 

'Bull ADd Truc_k.~~~8,~::..~ 

IDcreued highway transport w'dl gerlemo a re(Jliremeut for bua 8Dd 
tzuck bocUeso The cost of importing ~ and truck bodiea III high; moreover, 
truck bodies used in Afghan1stan UlSUa!lly mum accommodate the local 
ternlDo The sklUe neceas:uy to conatl1.U;t bwJ and buck bcdIe8 DOW 
eld8t ID AlgbaDtetan. (AppJlicat!on pmullDgo ) 

UNCLASSIFIED 
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A ...... lmaIIure maker eagapd mtM mlDUfaduN of bJP quUty 
.,.....~1W W!U probab~ nocate AD:te.IJalo Aroaad 100 or mo... 
AfaI' we wID be employed .. appralE!ce fcudure bullderllo 801J18 of dIeM 
..,..alllScui .. they ~Jl1i8 prcf!ctel& III the1r trade. wW u~ 
...N'. tbeir 0'mA mamfatemriI!g E1Mlpriseao (AppUcatloD .........0) 

There ....n tG N ~ dA&tJI£rd ~fja,W1ty tb!4 certa1rl m!Deral rellOll1\;_ 
wm be C1p8UIId ~ f®rdgn Qplora.ttoo 2Wd e~ItntJoD ~- In wIOOh cue 
ore m.amg rutd/or re~~mwn~ wm ba establJ.gbed, These 
opel'at1oDa wm he UOOE:3il:r.ry bZ)~au!le the S~~)D'ltlut of bulk ere wID na.... 
be pro&abla, (!mere.ct til ohwmlw m!mng ah4wm by ~dD1lnveltol'Wo) 

!tee! TaDk MamBf.ctulM .'. I 2!!nt 

The eJpaDslcn of mwstry ~11lU create Deed for 'Water storage tbenby 
creG!Dg a d1Jm~ tO1\" .l!;A,g~ dMluJo 

Tile 1Dcrea.sed mc&~r ,,·eJd.cRo pqmlotJloo \W'W ~reaie au upaudlrrc marfa!t 
for oARs and git"OOBCSo l'Maelltlly &I uAtor oll ad gntUe fa iqIoftedo 
(Interest I~n by Paldnw Imrestouo) 

AU felTOY8 D.Ed noo-fef'UlJin mre !m ~D'lp.j)lte1".l, There ~pean to be 
aufflc1ent IIJCu demand for wAre to support a smaU dt'a1lJJlng mOlo 

All paint 18 1mpi)itted. l'hel'e appml.H! to be sufficliMlt lor:al demud 
for basoo paint manufactureo 

Tire R!!:lJIPg Plmt - ..!.p1ant 
I'D .... of the iDcreasiDg truck traffic BAd the rough tel'lram, taN 
appee.. to be l'OOm for ODe tire recapp10g plaut, 
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. Tllere .. am BD&ther way to look a& UIe Center'. aIItk7lp1Ud 1IOItIaMD 0Dce . 
..8Ni....cI, die Center wW abo generate a certain ~ of 1IUk 8lmpIy 
bee... It .. there, aooh u the tnmmg cf an Allium II&aIf ad tile 00II ..... of 
the MCeAU')' data to make M'.lIdvUozy .entcee.tDl)re ~Yeo I'Utbermore, 
m older to nd!lce tIM ecat of lDdiftduaJ. project atudlea, tile Cea&er ...... ..., 
bave to called !lOme gaera! data 00 the eGWItry'. ecoaomlct poIltScll .... aocIaI 
<nUe-lip for the gu!da.Dce of f~re!gn _..torso To call W. AD bIv..ton' lui....,. 
would probabl"v be too ambWowt to!" A~ elDce the !;,rlm.uy empbaat. 
oftbe curnat program rsIlUiAu 00 hslp!ng the domestic bweatcro Ho1NYer, IdDce 
the crellUoD of a Wter lnveetIllODt climate hu proYeD to be me 01 the 80WIder 
way. to attract "reign me.mem, the Centell" would have to prcwWe IIOme 
prl*d mtormaticn on ceriUD looali ian aOO iMtitotl0D8 88 they affect tile 
Iorelp iDve&~rQ 

ADotber area which the Center cwmc¢ ~re is the upect of future m......r 
reqIIlrementat rel6ted laror problema and of industrial organization In geaeralo 
In W. l'eIIpeCi it !s gratifybIg tc oote that in recent mouths there baa beeG Jacreased 
lSereat in the establishment of a ~r.s asBOclaUon aDd tile poulbWty of 
CODdu.cttDg management seminarso In time the establlithmeD! of the Industrial 
Development lbmk can OOlly add ~ the projooted worldaed eucb .. carry1Dg out 
~re deta1led feaolbMy atudioo @&A ~ertmn prejoottJo 

The CeD&er woold aUso have to maRn('~ 2. ei!vso ltaWon wWl tile varlowJ paaml,. 
bodies of the RGA and OOcome a fooD! pomt for pcUcy plano•• au the area of 
private inWstll"b! imestmemo Mt.bcMgh at pl'efJent some 15 per cea& of the 
appUcatlQD8 am oomJng from ootskle the Kabul area, the Ceuter .boalcl.a.o 
play aD important ro1le 1:\ the greater dtwersWeation of 1Dduatry in g80lrapbic 
terlD8, ~h GbriwelJiy JM.i3 a dil"{'Ct; be~ 00 Us mtue worldoad. 
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IlllTOBY AND STATUI OF THE pn~ED INDlJ8TBIAL 

DEVELOP_1fT BANK OP APGRANIITAJf 

'I1ae ..._ 01 "abU.hlag an lIMk8trlal dev'elopmeDt bank (IDB) In ArpantltaD 
... ant cllKUHCI betweeI1 th.., MlD!8&riee of PlannlDg. Commerce, MiDea aDd 
......ra.. aad UBAW We In 19620 At that time the Minlatry of Plann'Q& agreed 
to pnpare • PropcNIal whkh wwl.•• be accqJtable to the RGAo Prior to tbl8. the 
problem 01 .Ddwltrial financing; in Afgba.wsQn had beell studied by Mro OOeai 
Yazlcl. Geaeral 'Mauger of the lndutitrial Dewe!opme..1lt Bank of Turkey (In 1959) 
aDd Mro lamN He Bl"OOk9 of ICA (in i9(0)o 

In March 1963 t. RGA appomted a comnllttee fr.r the estabUshme:i& of 8Il IDdustrlal 
deYelopment baDk wblch accepted the prlDc1p!e stated in the above repJrta. IIIlmely. 
that the baDk had to be both lDdependent and managed by foreign expe:rtso 

III June 1963 the MInIster of PlaDD'ng OmC~li\Uy requeeted USAID assistarace In the 
establishment of the BaDko Followmg thAs, the IDB was PlNJopQsed to AJD/W 88 a 
new project wIllcb. howeval', was not apprcwed hl WUhingttlflo 

In Aupst 1963 the RGA appl"OacbM the World Bank (IBRD) on the estabUahmeut of 
an Induatrlal development bank., Under Its auspices a nrort was prepared utlded: 
.'Indutrlal Financing in Afghaalstan" fIhe RaJ-PhIlUppl Report)o TIWI report 
recommeDded an initial capttallzatlon of Aleo 100 milllcl7lln equity capitel (60 per cent 
domeat1c and 40 par cent foro!gn) and A'~~o 125 IIillllwn quasI equity capital to be 
made up of JI'8Dl8 or IGDg term, low mtel'fJet, laane rib long periods of graceo 
Based OIl tIh,) prupecUve volume of bus!ness and the Deed for a wbstantlallevel'8le 
to provide Gtractlve profits prospeets to pll"1vate equity capital. lIUbs....aly 
Afso 100 million more would be noodedo 

The Report CCXlCluded that without 80ft loua the chances for IJl8IdJIc proata widell 
would attract private equity capital '118M not good, &lbsequeut1y, tile mRD IIlItrmed 
the RGA that It was _ prepared to sponsor the proposed iDdutrtal develapma 
baDk aloog the Uoea suggested by the RGAo Instead, the mRD shifted 1&8 l.a&e1'Mt 
to tile eaabllahmeut of the Agricultural Developmeat Bank. v/bleb .. liveD. IdPer 
pl'lolUy by tbe RGA. 
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Eariy III ING tbere ... nmewed lDterelit in the project. A."rkUI paup ~1aIag 
01 Oro Amaa (w".ed PresldeDt aDd formerly a Vice PlwldeDt 01 tM Da AfPm
1ItaD~. Ib'o Balla (Wnlatry of p).m'.). Mro McCul10uch (Aala ......Ioa), 
Oro Pubr (N.... TMm). aDd Mro Gerhart (German AulataDce GftMIP) ... ..eN,....,. to prepare _bU. legislation. a charter and a pI'OIlpeCtu for the 
PnJpCMIed IDdu8trlal Development Banko DrD Aman reported to Mr. McClure. 
0lreDt0r of tJ8AID/Afgbau l etan. that be would be able to obUln the nGA'a IDItIal 
commttmeat for Afeo 35 million nt any time and t9.at he was actively seekIDg forelp 
tecatcal assfstaDce for the Banko However. Or. Aman agreed with lIro MeClure 
that the mRD'a vfQ1ll& w~re to be oougbt pdor to fJnal RGA acthDo COII&eqII8Dtly. 
tbe draft documents and oUwr relewDt mtlter1als were made avallable to the mRDo 
Dr. Amaa also indicated th3t t;.e uUcJpnted that the IDdustr1al Loan FuDd would 
become a part of the Bank since Its assets of circa Afs. 160 mUUoo couatltuted 
an e.atatIDc resourceo 

On February 1t 1966 Dro Aman sent an official request to Mr. McClure for an 
Npert to asslat In organizq the IDB and negotiat1one were agala opened with the 
mRn. Subeequent:\y the International Finan.. "e Corporation (!Fe) decided to look 
into the mattero FoUc'lring a trip by Dro A.nw.n to too Industrial and Mining Deve1
opmeDt Bank in Iran, the !Fe eent Mx-o An Go Kheradjou, Preside.. 8Dd ),fanaclDg 
Director of the IMDB cf Irnu to K:lbul iGJI:' a brief reoomwJaaance of the situation 
as well as to advise the !Fe whether or fiot it should part!efpate In tbe 8stabUahmen& 
of the Bank, On the baaas of Mro I{haradjou'tl report, tns XFC 83pressed lDterest 
in the project since appareIBt!y the private in'llea!;nent climate was Impl'09'1Dlo 
However, the IFC made Its assistance condtt!oltm (I) the employmeDt 01 Bnt e1us 
eapertenced (10 eo forolgn) management. (2j the need to cover most, If DOt all. of 
the cost of the e.atriate staff flmm B(pUlC'CeB ootaicle the bank, and (3) the QatlabWty 
of sufficient. RGA fundB to make too Dank vInbi~c. 'Ih.e WC alao etated that ... a 
sound proposal bad been worked cut, i~ would be ready to assist In orgaDlzlDc the 
forefp etlpital particIpation In the development bank, 

Fo11owIDg this, two IFC staff members, Meser90 Ao Ao l\hoarapur &lid A1uta1r 
Mortont visited Kabul In September 1966 to review the draft Industrlal n-elopJud 
BaDk Law. its Articies of lDcorpcraUcn and other documeDtso After tbeae doou.... 
bad heeD l"fIrised and reviewed by the EJrocutfve Committee (Or" Nour AU. ActiDC 
ChaIrmaa ba the w6DCe of Oro Aman, Oro A. Go Ghaussl arut Mro Jaut KJwa. 
Gbanral). tbey were forwarded to the !Fe on October 30, 19660 
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By tile ead of1_, the proja ran aga1n imo dlftIculty beelUle the cbaDcee for 
pu_tAg the PrlYate IDv_mea& Law' were DOt CODD1dered ,ood by tbe mRO aDd the 
D'C" M. nwd, the BOA, wWa the help of the Natbaa Team (Robert NItbaa ad 
M8OC....), 8tfWed lip Ita efforts in this dlrectlcD aad the New Forejp BDd 

DDmeaUc P.rtvlte IaYGIItmeDt Law was ena«ed by Royll Decree on Febl'Wlry 19, 

19670 HOWfier. by that t1m.e the IFC had apparently ohaDced Ita position aDd bad 
decided to hold 0110 11WI dec18Jon wru1 lJased on the IFC'IiI and maD's subsequeot 
zwervaU0D8 about the htvefitmeDt cBim8te and the problem of ~ the $100,000 
a year DefXled for 3-5 y~n to co~er the ccst of tho for.eJgn management stalL 
Per1u1p8 a more Important ftUOn ~hy too IFC re",ersed Ita position 'Was that 
be~...e of csrta1n polley clumgeo at Ita bcad~alr~em. the IFC. at the time. wao 
:ess Interested in the subject of d6vel(.pm~nt bf..1.Q}~, an attitude whlch was subse
~~y ;uadlfledo 

In February 1967 the dHdt lDB !aw was approwad by the C1'J>ioot for forwn!'dh1g 
to the ParPiament and ~n Jwe 29, A96'1 a project ngreelOOllt wrui sfgned with AID 
obUgat.lr.g $81,150 for tb~ ~OOl"lilltruflllt of 000 ~en!CYlr' indufitrfal development apert 
for 18 mouths to nBsist mthe organi~lou of the IDS ($75, 000) tcgether with Bome 
commodities ($G,150)0 ThZ,<:l sum mw, 6U'!JL1Z~~Eltny deob~fgatsd, on Deeember 11. 1968, 
becauso of n. lack of pt'Oz:res'3 under' "h~~ pr'ojooto MerurwbUe th-a F!ret National City 
Bank, the Chase Intc1!"..:1utioruU !rw~tmi)re ColtJr<)Jratlon (CnC), too Weat;n!nster Bank 
Udo, Md the Asf,an DaY~Iopmen!t. Bua!:. r:!R o'.tpl:'0!med imere(';t in the proJecto At 
the lnstJgatlon of Oro NOlU' AU, thmM~,i!elr (.if Comm~ree, an lm!ltatlon was seat 
to nine foreJgn ba.t\ks to parUcipah~ in the prnjoot (ChlV3a ManluUtan Bank, First 
National City Bank, Weotm1netcr Dank Ltd" abe Chartered Balik, Commerzbanlc, 
Oeut8cbe Bank, Ol\esdner BsJDk, Bnnque NaUGwe de ParJs, Banc:p&e de Paris et 
des Pays Bas)" 

In Decemie:' 1967 the cue m.n.de n ertecm.~ propoaai for lUI partJefpatlon fA the 
lOB whlcb was then accepted by aU conceJ.!"lWd, An oflker of the cac 8JJpi.'UYed 

the proposed Bank IcgmlaUon anu \~th some modUlcati0I18 too charter aad policy 
statement as drafted by Ol"ganilZerB of ~he Banko He met with the actlDg directors 
and some of the ma.jor prospective flwcldlolders nnd agreed upon the gaDera! 
Dl9~ of the Board of Directors and the Executtve Committee aDd also the 
specific role which Chase woold taIte. both in o?gwzing the Foreign CODIOrtblm 
aud in operatlng the J3anl~ for the first fivc yearso 
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10 Clpltal steak 
AuUIol'lud Mao 400 mUJI_ 
...... Alao 240 mWIoD 
(Of the IlJauw ..1Hd more daaD the 
AfBo 1" mOUcm J'e9dred baY. been eubleribed 
by AfgbaD pl'iyate bwestcmo) 

20 GoYemmeDt Lou 
Total Commttmema: Mso 660 mBlloa 

. 20 year. 2% loan, 10 year gl'8UI period '1m prtaclpal; 
l'1epayment of tm pGlt' cent 2.CWaDy0 DrolW dotrn of 
~" 160 million at fDceptlcn and !nsUUrnenta of 
AlB" 100 million per year for the B1ibseqL!eDt fGur yeuso 

30 	 Loan of Oil Atpaniatan Bank (Central BaIDk) Afao 200 million 
Ftft.een yea.rs at 2% inter~st. repaYluent DOt apeclfted.. 

Ear1y In 1968 USAID/ Afgb.3.lWltan 9glfeed. at th4!l ~m of the ROA, to support 
a JPnporied ftvea.month contract wWl the CDCo the teX'ms of which are I1S follows: 
USAm/AfgbanlstaD would pay ~base mfe;e cI $2,500 per momh plus ·,out of pocket" 
eJpelll'_ DOt to 8:1Ceed $2, 500 p~r month" In turn, Cwe agreed to organize 
aDd lead a fonJgn consoltium of seven Eurqwan and U.So baDka (!Fe, VoSo, 
UK, FraDce, Baly. SwItzerland, and West Germany) which would aubacrtbe 
to the balance of stock ava1ll&ble to foreign stockholdel'8Q In addItloD, the cae 
would recruit a minimum of four foreign advloora (to ad as Uue omeera 88 
well u advisors) to fJeJ:V6 the Banko 'X'Jwil' &GMCOO were to be fIIaaaced 88 

foUoW8~ ODe by USAID, tbs baWlc6 by r.ther fOl'rc1:ign gowsrnment& or subacrlbtac 
baDkso 

Cbue Mtlmated that, once glvm the greoo.light, it camd aecompllah Ita con
tractual commitmeDto in one to four moJlthso However, aU Cbue aDd AID 
actlY1Ues ill 8IqIpOrt of the Bamk 'ffer8 to be contj»gemt upon the ptl.age of 
proper euNlDc legtel..cn by the Afghan ParUameDt to establish IUllDdutrial 
Developmat Banko The COsrth1t 'ftS merely drawn up to speed up impl.meata
tioD ODCe tile uceasar.v CODditlOl18 had. been meto

E_of... np~"ed Iorelp entitra.!i would have ODe member GIl tile Boud 
of DlnoIol'II wIdle the AIgIaan 8hareholders would have elgbt membeno ..... 
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.JIrr..... Advlaory Center'" to be a wbolly 0WDed DOD-Pl'Ofit 811b11dlary of 
tile Bank, acting under the Bank's supervlaioD but db a somewlUl& dUrend 
baud of d1rectorso 

Tbe obJectlves of the BaDk 88 stated in the draft law. DOW before tIae Padlam.eat. 
are: 

10 To assist in the eatabUshment, expansion or modem1zatlon of privately.. 
owned industrial enterprlees In Afghanistan through the supply of credit, 
guarantees, etc" 

20 To advise and encourage the partic!patlon of private persou. both 
domestic and foreIgn, in InWatrlal private enterprises in aecordaace wWl 
the Fore~ and Domestic Private Investment Law, and 

30 To facilitate the purclwJe of industrial securities by private 
lDvestorso 

In fulfWlng these objs(.'i;ivcs, the JlaDk w.ay PJrOVide medium and 10. term loaDs 
to private mwstrial enterprises, purewfl Md at3eue stocks and bonds, underwrite 
new issues and guarantee lOIDlSo 

Participation by foreign shareholders shall be !im!ted ~ a ma.xlmIIm of 49 per 
cent of the subscribed capltaK of the Bmlko Furthermore, no lndJv1dua1, family, 
legal entity or BiDlit~e interest may own more than 30 per cem of tbe subacrfbed 
capital of the Banko 

J\ddiUonal funCUOD8 nre assistance in the prowwioo of technlcal, managerial 
an:! professional help to industrial pl'ivnte entsrpnscs. project preparaUoD, 
the provision of coneuitiDg eervices on a fee basla 38 weU as CODductIDg 
research and feas1b!Uty studleeo 

UntU this date, no appreciable action has been taken on the Bank BlDee the Afgban 
Parliament recessed pdor to the passage of the legislation autborlz1lW the IDB, 
which was eHpCcted to be paLlSOO within a nwnth nfter it reeonveaed on March 15, 
19680 'lbe only progress so far is that the draft law was cleared by tbe FiDaIlce 
and Budget Committee of the previous Parliament and was then refernd to the 
I4islatiYe Committeeo The latter then concluded that slDce thJs involved .. 
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establishment of a private bank. this was not a matter of concern to the Leglsla
tureo At that point. I 3ena. the gove~m Intervened and .,revcnted the b I' 

draft law from coming to a vote on the floor" __ it would have been rejected 
by the Parliament. SInce then the gover.nmont has been mcet10g informally with 
members of the Committee to work out an acceptable basis for action. 

As to possible alternatlvcR, there are some indications that other ilnancial 
institutions, such a3 the mRD and the First National City BanI\:, might be 
Interested In sponsoring a project of this typeo However, it Is doubtful that 
they would be lese demanding thrul the CDC on the ~ubject of the ni)ccssary 
legislationD The origirull drait law, which was wholly accoptable to the CUC, 
had a number of features which were unacceptable to the IBRDo None of the 
proposed changes have served to make the 1J rOject more acceptable to either 
Cb.'tse or the mano 
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QAT arBS DCaOlW ARE DODRJ IX TIlE ADA 
M 8DlJI1'JUAL DEVJ:LOPImlfT 

AaIUl ,..... direct " d. by otIaer"'D lID pl'Ojeet lie. ..... an • 
.......... 01 nI.........Dee a.c:ttnu. .. tile C-n1 ..... of "',lIr1al 
dev8llprsvt, ba&Ia public aDd pftv". wlatcJa an woJth "'.0 T..... 
actIYIUII .... eMber of all apenttonal or aldtUo17 type bu& .. ...,__ 
tile two an ad.t. 

In tM area of .......rJal development. the Frt!ach dod ....n to be more 
cloHl.J related to tile deyelopmem of commercW U. ....... the two Nat....... 
FNDCb aid oonallt. matDly of tile preparation of feulbWty ...., .. tlDaaclDc 
of travel to Afgba.tstlD by Fftacb lDvelltors and the dew'eIopmea& of bydm
electric amd iDfruhudaral proJeeUo 

Tecludcal Cooperatloa Ia carried out under the auaplc_ of the AaIOCIatIou 
pour l'OrpntsatloD _ MI,... de Cooperation Teo""'que (ASMlC) ...... 
partIc.IpaDt ~ Ja pl'O'f1ded by the Auocilltbl pour l'OrpDt.atIOD de 
stag. d'Etudcs en FraDce (ASTEF)o 

AulltaDce to private lDdustry JD AfgIwdatan .. pmvlded UDder a coSnd 
db &be Compagnie d'Etudes lndwdrfe1lea at d'Amenagemeat dIl Terdolre 
(emAil) which has resulted ill a number of feuiblUty 8bIdI. wrttta mainly 
fIoaa • poIa& of view of ~ FreDch foreJp InYeMono At pr•• tbere 
.. _ ..... Prtmch u:ped auacbed to the MIDlatry of ptl",. wbIle a YGUIIC 
PNDcIl tIOGIIOm18t Is We to arrlYe In Kabul shortly0 The IaUer will be ......., 
dher to u. "'Dt.,tt"Y of Planning or to the Investment Adv180ry Ceater....... 
big CD tbe Deed for bIa aentceao 

TIle budpt 01 ASMJC came to about $200,000 In 1007 but bas CIlI'hIdy beeia 
redJIoed to....000.' out of wbJch It baa alao flDlnctd IOIDe !bod tenD 
..Ita to do • !peCUIc ltudy IUCb .. looldng Into the poaldbDIty of pepermAIWI,......o 
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CU. d 'b ....A..,"PnIIda ftaaDclaJ. ..,..... Ia .....1' aa.Me1'lltbalwioI," lie....HIty of me............... ~~IW.., ••• 
..... will r''''relutMl' ....., of pmJ'" ....... 101' JoIII& tD.;ji~ .......... 
IDAW' I_a, 

PartJclll.1IJ for w. ..... the FreDell are very .IIIIICh ~ ill ...... 
IIIIpIeme........ of tile __meat AdrilOl'Y Ceatel' .. " meaa. to PI'D'" .acla 
.... widell coald _I,'''~ be fin..... by the "".1'111 DlWelopmeat BaJ* 
III wbIch FftDch banka &1'8 WO .appNed to partlcll*eo 

Some of tile projects prelJ«ldly PropGaed are~ 

10 A beet supr factory 
20 A pa1Dt factory (ASTRAL) 
3.. A match factory 
40 A paper mW 
ISo A toblCCo aDd cJgarette factory 
80 TaMh~ aDd pickling plants 

The FnDch also have been lWtive In making some mIDenl 8UlYeya .. well 
8.1 ID tile composition of a vegetatioD mapo 

WMt GerJD!IW 

AsslataDce ill IDdu.strial development ta lal'ply provided tIanaP the ReDdrtboD 
group wblch "rcmde8 ODe advIaor to the Mtnt.!'Y of PlaDDlDg III &be ana of 
general plaDabw aDd feaa1bWty studies, the ooUectfon of statlltlN, IDdIIItrlal 
polley, etco 

Another advl80r is provided to the Mlnlatry of MInes aDd IDdutry Ia ... __ 
of pJannlng aDd the deve10pmeut of general ~ polleyo At prel. tbII 
upert Is engaged in making a study of aU the IDcUtrle8 located. ID the pIbUo 
aectoro 

ODe t~lan As attached to the Investment Advisory Cfder Ia tile ....of 
lIIveatmeal promotion, management asSistance, market ODd reallbllllJ ...... 

EJrpOd pronIIDtIon Ia beJ.Ds hIDdled by ODe advIaor in tile lIInIetl1 of Co....... 

........-. the prepanUon of reuAb1Uty 1t.1(Ues in W. .... 
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TW aer.a _..118 are cul'Nldly auJcaed to a proJeet JaorolySDg to no...... 
....... of ace.__ pI'OOedIiIu for" mr.Jor IDdull¢n!ll compluee of
A*..... .cia u tile aUpr IDdutry. abe Bplnzar complu, MPaa TudIe 
eo...... ad otbano A~ other t!Wca thIa ........mc. Is dIncad at 
pzwrAd1118 praper baluce .Meta for tIaeae eaterprlawo Two Ger1ll8ll teclmlca.. 
.... prw..... counee In !lCCOUDt~Q 

A Oerma ·,IDduatr!al M.nagement ~., (Iut1tut fur IDdutrlevernlbulJ) 
.... beea _lYe IA Kabu! lor about six years In training people mtile area of 
Commerce aDd iDdustryo Although orlgiDal!y thJe school was lIIteaded .. a 
nlMlYely 10.. lwei commerc!a1 BOhac! wMeIt would tram bookkeepers. 
corn~., IItoHkee"p&lre. typleta, and etatlsticlana, wd'OHIlMtaly the 
character of the ba8lttwt!cn was ch'mgoo e~e Me to Afgbsn pressure .. 
statua was' made alxPm ~\Valent 'ro t!m~emUy tJrofulng (which means that all 
gndu.tee DeW e~ wbe "moodi)fs" or !IWl~elN.l)o 

At prellelll the InBUtuts provides a thlroc .....yeall" program Imotdng the study of 
bookk:eepfDc, fore!gn omhange operaUcns, sa1eamamhfp. commerclalud 
laoor law, bumesa ecooomWs and economic googl'aphy, lDduatrlal teclmo1ogy 
aDd koowlooge of materWa, u waU as German, E~1sb, and Farsi typiDgo 

'I1le Wt!mte g~ate8 ahous 40 8rudBtlt~ a ,V1811lrp of whom about 10 per cent 
are womeDo 

Great Britall\. -
U 0 Ko a8sfmaooe in industria! deweJ.opment has been m.lD1ma!o After a year 10ag 
search they oow appear to have found a ~JltUI8 e2pert to be attached to tile IACo 

Japan 

Japan baa been prov1dAug some short term assistaMe in mild", rulDeral _"e,ya 
such as the 8Ul'Vey of bexyUfum l:"p,SOurces In the KUDo Valleyo . 

L _____East Bloc Countries 

'Ibe Soviet Union hna been provldmg coo RU,9sian advisor for small iDitadry 
who he,s been concerned malDly with the preparation of some tnII&y-IJIIM.JIIIU 
factory JI",jecta~ Russia Is also provldlDg technical uslataDce III tbe opentIaD 
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... meW. N cf tbe Jaacelak Metal Bepalr 8bap., Aput 110m .... _ta 

.. ~1aIp".....ace IB tbII ~of. Jd&npb l.dIUIer 
.	pial It iCe••"".......,. fin the ccuanataD 01 a aecoDd InID .no.. gild. 
ID the apen&lca of the Datunl ... fWda III tbe North, aDd III tile ~ of 
Mt'eral,eclGcleal aDd IltiDltm _"""'.Q 
CaecboaloftJda bu boon JlN'f!diQg fclur experts ill the openUoD of the MaIkar 
coil mADe8 aM fowr e:tpelta to ualat In th9 cpen&bl of the Gbort Cemea& 
ractoryo It hu aho prcMdOO some dgbt ~re ad arehllecta to local 
atJDItrucUcn oompames mKabWlu wen aa throe experts to the SpiDzar HoIe1 
(.o~mU~~ mthe IUDJling of hGtuo 

dO _JWlIiud CbiDa 

Red China !tI p:rovidiDg oome t~bnica1 Et8sAsW1.~e to the LapIs I.azull workabop 
In the Mln!stry of :M!ln$5 and Xndumrieso 

ChIna baS alao been prov!diDg laxge scalle tecbnlcal asal8taDce to tbe Bapaml 
TeJtile Fadory0 Other Ch!Deee plfOj~..e ru.'\!3 the estabU.bment of BIIh paada 
aDd a large chicken farm near Jalalabado 

The Ask FoImdatWn 

'Iha Asia FouDdat!oo bas p!::qed a vsq important rde in the dtmJopmeut of 
tile Pm.. Sedor l'JmcfJ the Foundattoo was instrumerUI In brill.. ODe Iecal 
e,..rt mCOIIDeCtlon with the drafitmg ~f the 1967 PrIvate laY_meat Lawo Tbe 
FOWIdatlGD aBso pwmlded av.ctl:Acr e~n t-9 dmml!~ the food p~1Dg IoduatI7 
wb!eh ullUmaielIy :r~~;lml'J~cd i.1l Ullf.l e..c.t:ihlHlathment t'lIi ~om~ iO DeW ra!aln prm:euiDB 
:factoriaJo 

The Aala FOUDdIt1cn ooa al8C prorided a !!lemur economic advisor to tile 
MInistry of CCJlllll0rce in the area of intemaUonal trade pl"OIDGtIoD aDd 
uega&laUca. priif. mV6Sltment~ customs aDd tariff refOI'Dlll, 811 well _ 
e2p0rt~no 

The Peace Cc!!!....@oSo) 
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'DIe U0 No 18 provkUog ODe adriaor to the M1nl_!y of M1DeII ad 1Dduat..... 
no .. maIIIly muceraed wMh tile deve1oplD8ll& of AIblIc Sector bHlulhyo 
ADDdaer Uo No e~~rt is ~med wWl the lmprovemeat of the 1eaiber 
'.et!yo 

A Ualrd U0 No e.l}!ert has beeD 8dri.._ the Carpet E.,rten GuIld aDd the 
MlnWry of Comm~ce on uecenary meuu...... to be taken for the improvemtd 
of ~ htemal ~!BdIDgt OJt«blrt marltetmg, aDd ~rt advertIatDg of 
Afghan cupet.ao 

As may be noted fl'Om the abtwe e:r.pooe, usisWlce by foreign dcDo1'8 11 
largely of tm 1ilcldeotal and ad-hcc natUI'fJo At leu& 1t\oofar liS the private 
sedor Is ooncemed, IS; dc>es DClt addl'elSl~ Ul9 problem as 11 wboleo ()lly the 
UoSo baa been sbow1ng primary coneem with tba& problem as exempWled 
by the creatton of a favorob!e illvestmem cll!mate aDd the Deed tol" lDstltu
Uoul deveUopme!lto III other ~!"M, too UoSo umbrella seema to be an 
Importa factox- In maIdng Mhel' dOMr ~m~rta moN effeet.twe.,. 
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