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:a 1295 (1936) an Pst:eiic;::i, ,war.klng i n  Afgbantsran noted: 

No Afghan wirld trit:it. h is  rramy in s bank, nos rrooid he take 
pepar money - eAcept, of course, a merehatla who uses and Os 
famsl bas wthth t'tne ltidaon paper money. Many of  ttmi have 
Russ6an notes (whtch ccutd ha sot For a song f n  Ketol during 
&ha last  yeas% of rlze tuac). Barats are Ossued on 43a~ Oreasuq 
for maney, and the  mfr~a f .  pay a1 l salarles in rupees; no 
Afghan cw!r secc,!vas his pay PJE~IKNIP.  &he mf roa geiekttng a 
percentage!, 
D, ~.28!~7 

Rupees were hairled up From lndss on donl<aqt for pay day and halaled down 

agaEn to buy commodf tlos on the Indian market. The pout@ through the 

Khyber Pass wa!; pa~etcul~rly hazardous for these cm%voys, 



.T.,* . s s i  tuatiiran t~hick! existed on!.' 5 0  year>$; ago rnrrs.2 be tiortln; Bn 

mind &en ei;a~nfnling t;ie devefopmei;ts aS $kie PEnancZa l system since then" 

- a  
bdri coa~p'terc dlasl:trce u? .i'nre?n,n basks end Yndeed of eswp Farc99ners 

;~or.k%nq 5n  %he 41lrnc~ric banks ur>::? 3 very rece~eiy, the %troy; ref BgE~xis 

actagaaisrii !:warads eke busitrc-sr; of  han:tHiig, aha lack w e l a ?  prb= 

requ%sites sirck .as a ccde of k~us';ni:us ethFcs, at$$ Rude?; fa\qocxv!ng 

cwpera6.1va e r ~ d e a v o i ) ~ ' ~ ~  m~alulal zvii:;.: asr! a legri system Q l 1-suf ted to  

the task of sitpp:ortfng fiobern busitless Prsnsae%%ons and enfcrrc8rag con- . 

erases cmbfned to produce ao sn?!.!0rcnwn$ wh8ch ccals8d hardly have been 

less condrrs,%ve t o  95nancl a! deve0epn1an2;~ NevertheBess, AfghilnOstasa 

produced crts rwn who aat onZy tr'rnci but succeeded In layt'ng the fowd- 

at8ms OF the present ffnanctal system, 

The fIrse %adern Sgnancgal 8nsti8ution estabglshed in AfgfaanBstim 

rjss Bank M I S  I ~ c ,  PennBssBara Ro es2abl3sh the orFySnaO joint-stock 

ennipany, ShSukaP.-A-Sahanrt-*!-Afghan, to regulate BoreBga? trade and dsrel~p 

' A t  present tbla Bank rfses three speiltngs, namely, Bank MOIIBe, Banke 
Mf l l  ie and &ask Met3 8, inteschangeab!y. In the pasZ, the Bank has used 
a vasBaty O F  a88:evnatiars spela rngs, as hawe ether authors, an@ of the 
most popular iaetngDank-8-Mbl%l0 Aizhaugb the form Bank-e-llellF 1s 
probably the slcbsesk pknet6c Prat~s!lteraticn, eke spel18ng Bank M %  135s 
wB$1 be adapted shroughowc s i n ~ o  8& i s  used on the! Bank" nwst recent 
balance sheets irnd appears on a setof blue s!gws, ate 0% wh9ch t s  
disptayed outfiitde each of tts domestlc branches, 



rc~tor; V ~ I P S C ! , ~  E I ~ ) P O $ ~ G  iliid t ; ~ i , t ~ i ~ ~  I~&kalr,~!% and 'rh:oB a s p ~ r t : ~  ;{;;7; liin p j t + ! : ;  - 
4 3 ,  P o  1 _ / 0  

%'he Sh% ~ka~-6-Sal?aing-t-AFghidn was P~uiided w i t h  a co,?Sl;al af  At's 2,Sm, of 
- 

which Afs. E,Pm was srrbscxribr-d by aka% G ~ ) " s ~ ? f l ~ f i F ; n C  L33 , p, l s ~ . ~ " 6 ' ~  The 

empany opened 60s isus!rtesr, an tho $04 5e1\1Bng year i 5 1  , p,  316-,To 

Reas~sr~BsaSion tool< place 819 8331 f8932f tn whicla the  name of the 

ccefipany was changed,, "RJ; S a w  931% f;Apr!$Msy 19933) Bank l+8TB%e %m;ra~ 

estabil $shod w3k:h e;spg$:al Sinrested $1. the  Go~?ae.nmasit ao wet 3 as fatmders 

06: t h e  Bank" LS , p,~_T,  This reorgat;tsak$on 8nvalved ra3sing the 

cap$ taBi t o  Ai's %in, B y  ! 31 b f 4937) this  f 8 gil$:,a had been !n~:.:;'eased by 
- - 

stagcis tkarougk AFs 3% t:n Ak's 6% .[39 , p, !82-,t, Tkersaftet~, the 

, Bankus i:.epiF:a'L wss pz@ysr?ssdva%y fnel-eased ,to A F s  jQOnb by $419 (SgS;j] 
-> - 

5 9 A:!'khuuyh .there has been 6 x 1  Encrease $ 3  cap9eal s%nr;a 

for the fa rst S $ X  years, tire success oS Baslk NO % B Be was drmetEc, 

pa?,&Fcialar"; khan :!le!.tcd agai;nst ~ h s  backi-Fu$h of the Great Depressfo.~~ 



$ 7  83%!1. (1955) Wfe$ar~Bs.t:ai~ ado;>r.etS, a ?'$xed axc;cange s.a$,.i$ end forsign 
- 

%- 
-> 

n-ch;.;nge tr.ansaek$@ns b!i;-j.e ~:;p~rt~3:?e~j by $ank M$:'$Qz . <i c r". i . - fc Due 

t o  G dztes8ora?:?ng balance ~ 3 f  payrecits sSktia't:!ue?, .?.be Pcnk r~ece:irs~!?$r?cE 

t5gFstei- exc!?,snge control rogu'la$;!ons, Er: Y3!7 ('i9:$$) esrbrr:r;cj?i from 

ksa:&ui exp.G-jr-ts -:err. zqu';B!d be :;urye.ndor@d t&<i fjanlc 3k-d [:filj*lbssr 

wes=e c b l  t gad to  e,:pol't. an e,q:3a t Val rii; OF c~1:med E P %  es bcfa3:"e pi: ac l ng ;he 8 r 
.- ""- 

i11pSi.k OG&$% k $?i, 123-33." J ,  

 he f&x'$.d @(&tinge ccee sy$e is  a d q t e d  Be l2%!%. ($335) r3s desiptlad 

i n  paPt t o  eE $n?lalsta, smsnr~a? FBuctuat80~1s Frr the i.ates, 13ank i,iE F S ?c  

sgreed Guy ;Or; ?dp@r;$ .:c.rf A f s  :9$6 aa~d tfi sei i q ~ r .  &fs i.$0@, $ R I ~  ra'ke 

, , +  , ! fjp!.!.:3') w&ii.il 93 i;f&t;;i$s.$.f-.i r;enf<, i;%s:~~n& 7;:s ., 

fOTdewi mv...!,,-. .. .- . - . v , r%r  . , . ; , . . f ) . F . % ?  US. , . . . , , a t . .  6:: w25 s t ? !  i I:L.UI~S:VC! $.f5 400 i n  i?:!S 

{it&&) ,4;,,>3f,:,t$y, . , .tb: i; fE)ced ;:hr;i.: !,~fi&?gsf ee,i $5 n,fiJhaj3f ~.:z:ff;t;~~:2 

g ~ l c e s  petna$~;:zd c;'.ai>$eo )By 83x2 [191:3) t.,:,-i.; gnfj~,,;-!. of 

l:nr,:x? ,, .,. '.: y;: ,3.;c't3a~$~3 t , h ~ g  2; $,fgibai?! s.ksv; &j;,r:!i :"nsecJ icL <; nftoi; ilfgI>sli9 
-. 

!..'-.i..i...~, :,.,:~ , < . . j e . , > :  ;-?SF, c ..,,, ;Ta:ci ilrl.i.,..c.r.#. * . ~ . "  ,,.L.e "$<.  ci - j . .~ ,#+A.c?. . ,$5 * .  .,, ,?,>? ? ' c > ~ ! V  C3.k :,:::: rwor':'h.$ { :I 
2 ..J '. 



file E f i f g r ~ j  of spec$* eraabYat: the Bank to beck the  ?!ssr:e7 nFTrri3~;sury 

b&fikg@$es c~I.shc ht$is&t.d gn sa$i:. (19%) ThYs :.?a:., t h e  F; ? s t  &!me f?ii(t$ki.ioti?;s 

-.. 
wee& Bsswd It? AfgRani~ltan [39 po t82-ir, ?'he payer currency WLFS 

. Bnto ~8'8.ver c?Ygjtan8s and 9nitZaB.iy s ~ > $ d ? s r f  and clv!T serean.t:s 

wFm ~eco8vad payment $0 bankiutsres E~medfa,ter By cunver.ecb ttoc!;~ i'nto col i:s, 

Xt:~.~ever, af ter  "Ie fsrcie y e a r  sljPve~' G ~ i i i a  tsegsn to  lae ~ce .~muT~ted .  

WZri::? thkes  y e a r s  A f s  60 wl :!inn 05 Afghan snri Iran?ai.i c:ains had been 

coiiece@d by t h e  Bank. ilslance of payn:eo'cs rur-picsses which started F i x  

1 3 t S  (1936) r e ~ u J t e d  !ri g o l d  EnfBws whlc;! ;vc:.e also used .to hack ti?? pei:ai 
-. - 

cGrre??Gy A 7J0 

Despl t e  probterns of trade iirtaba3ar;ci;., so:?s!derab!c gra.iri~ i n  the 

w?u!ne of both frfiports aird exports t ~ o k  piace. .r t ~ r ;  . espcns (vrr o i  E!fghzs;.- 

. . %stan% foreign t r ade  and {eve? 03: eco~:::aic a i t i v i i - y  nt,:.,.l:g tk:e Creiii~ 

Degresc,.$ori cafi 3 Yirrq+: ex.<sr:i: tie a$.trl~>u",s;.j ZC.. ;kc+ :pff3;:i;5kc z!ricI s!,f.:,::.:et,;,; 

-- 
dcveloprncr~r of sank MY I ! Xe / 52, pp, 60-h?-7, 

i,dt,ke ;:! j : : G!vei.rcd A t c m ~  ~ 8 t h  Chrsc  F;rr9dail:er:ta: measures ;. tihe !'-. 
s;iecEa! azBentEon tn!*:a?ds o t~ ;an iz l~ - tn  bi?r:!<ir?!:, ;;fFr!: 3.2: .. i : (. s?u>!.t+i::,:; - :- 



Faci l itke!: in csrsyr':ry out financ.la'! ir~c.isacf.$cms and 
execu$:iiT;3 d r a f t s  en t h e  shor.j:cst: possfbie t i m e ,  i t  
o f %  . 1er.e~ prompt and 5a.i.f sfac;:ury sasb'ce to cus<:c*iie!.s 
-.., & n e  i!.ar,k aSso uFfercd f s c l?  2 t?cs i n  granting jcrans $0 
t r s d e s z .  ! e ?n.t'rirr$uced clrer?t,:r;.:s as wei. l as e ~ c h a n p , ~  
a:;($ r,r?r?sf@;-. dra.ies. A ?  1 t i l ! ~ .  apzracted cr;seasnec.s t n 
3 i;'.?!:d-','?itjj !..iiryl en;jbgL::g fl;rr:d depos:ts and Cr;r?er;a, 
&pas 8 'r i?crotir& t o  incrt:asc ~~;fisi:dif~.i3igly t.j-$:fl 3 ~l.;(l$-.: 
pe!*Er;d, -.. - 
.i 6, pp, 8-5-/ -, 

~. - 
!'nt:: tmeg $ntpts:-tan:i. ach$v$ey oi: &n!-, Pidji'Ge $r! .?.hr?sa vec)rs was % t s  

and te?:tB Ye ii!artufa~P:t:~Ei>g .- I --6 p p r  9-?~ . l , ,  1 3 :  1 (3932j ac:d 

$33  3 (E934) 30 jn3nt-s~0or.k compan?es were argai:?sed ui-tder ,the euspHces O F  
..- 

a s  , P o  3 5  ey I S : ~  [ i $ j g ) ,  t i l e  ,toeat caprka! of Ytlesr. "- 

.,.a -. 
i t~ ib s id$s ry  cnm~eru~es had reached AFs 232;!1 -,. f 518 , [a!.!, &%3-32-,,/, !:y $325 

''rt~e sam.t! 5 iilpoc?;aili. merchar:.:$ t,,j?ai kej ti sk,,i:y.-s ; c: :,he ij;jytf< 
the xtijor4 ty stor:l&ob degs of ~hesc  t:c!:cp:.triPas, Sn add! :Son t o  
a I: 8 r tus ! :iir?n;ap?'; f? 8 i:! . the na; c;,- ~c,f i r l s~d 6 ' 5 e b  of the A '?$tan 
e : i p o i t = -  . iradeE the: Ban!k-Q-$4i l b arid :r; p~esji l i 'nt,  ABdrii 
Naj Zci Z*ls,.i! i, gained control 06 nmst n:' ";e ?,:.ir.ictry of the:  
k :  !>at!% t:f.>e wet : -estah: $ 5 .  f,a6:3-et?np;j .. sn',-p,rpr'i scs 
and t h ~  &u$d\og i$a:sc k i p m s ,  
"- *,." ) - , t  - p, $3-,E 



. , t /. :ref LX!?~: i:n:.t3&-.i's"i For e~ainjti .ii sf$:t:i" I Z had reietited the n:onopoi y 

--. !;>e: f $ i . s t  ~ > ~ i ~ ~ F c i ~ :  <,>:n.;!:l;*5 :rier,? peap)e  rc;m t f 7 e  2 , a j i  t r i b e ,  
32~34ai c j c ? ~  r:e;*e 2 ~ 1 4  ( 7 5ZJO')6 ol; $fl~:;a$,ner,gs Due$' 
8 ? The Ja j  i s  d'ri a gree?: job  atti.: gooh! over t h e  
tr.+nz..~,rea,t i~i'l bus% $less frcm the Bnd4 ai-,s, 
/ f  P -- -" 

There was o f  tout-sij no Insuranase on the *feh2cles, spp3Bl b n ~  toad 

~ontl8t;oiis and unsl.:Z f Zed drgvarr;, Dan!:. WE 5 i corraanbed w i  thi t he  i a t t e r  

prcbiem by e!;,k.abilshing a speeYaI dl-1vbng sctmol, 

Ah&! Maj ic :  Zwbrs$$ fouandec! the  F i  ~r ja;ne-s;:oc!: ci?ri;pany En AFg%ani:ttai- 

i n  13133 (i924) tage.:her. wlth ol:iiei" Wee-at nssfzc$a'ce~~ t o  i?nijago t n  ^erode wtth 

%ossFa, Bntweeri 330k (1925) and i30? ($929) ilahc't! !%.vec! f n  finscow as 

tile cornpar?$% sp.r.ppescn,tati!fe. The pci l lk ' ica l  t.?ots i r r  f3nS (1928) acjairtst 

Wn:anal $at&% srefiarms and .the brief s-eign OF the bal?di.t, 3ach;. Saqsu,: 1307- 

3308 31423) cestitted i n  severe eco:mnic disr~l';ftsri arid 8ims.t canplete 

a- 
"? .  . 

-, 

ce5sar:ion a? Foreign trade 31 ., !>p. 263-:'5: :&:> p0b2i! "*. /,, 



. ,  . .  plan 

. . . ~ . .?*$re.$ . .., , by 

. , . , L Ice  

~ .~ 





psov,.ed to hi y3elding great marsins o f  p r o f i t ,  the  goprernmnt 
rescicpded some o f  the bank% rrnooopcaly r ights  and ordered an 
iavestlgatican lntc its act IvJ t ics ,  as w e l l  as those! o f  a Sew 
rrrsjcr sha~-ehaiders. At tentdm was particularly Fmused on 
the karakul trade arrd fore; gn exsd:ange, (Anong other C h i  ngs , 
&he Bnvcstilgat..!can led t o  a SIX-year prlson sentence f o r  m e  of 
the prmwnB:iseoe slva~stwl d e v ~ " )  
1 31,  pp, 3@-&8-1 - 

Pert  of  tlhe cause o f  these pBniases of hostf l i t y  appears t o  have sprung 

from 5ankS'i consenciration of l$s  investment i n  the north A-39, p, 318-73, 

The. Pushtun inaor2ty i n  thc Gover*nnenZ, frm the south wanted inwestwrit 

in i t s  area, This pressure eventtm8Iy resufted t n  the Ofelmand Valley 

project ,  a sch19me opposed by ZalpuJ! a? ecanmtic grounds from Bts cwc@pt6an0 

70 lay sane o f  the fears of a Bank M l  l l i e  take-over of the country, 

Da Afghanistan Bank was estabi %shed i n  '1318 (1939) wgth  a cap$ t a %  of 
L 

APs 120m, of which 93 per cent was or~med by the Government. This 

venture was sug~porked by Bank MiliEe and par t  0.F the Gowernmentos parttc- 

%pation was ac8:ually ftnanced through f t s  sale o f  Bank Mit ' l ie stock whFch 

whis 'dam1~ weic,mad by the other majob" shareholders, Da Afghanistan C ~ u x ! ~  

was given respons8bt 9 191es of act ing as the FEscal agent o f  the MBntstry 

of Finance, cont ro i t ing  tho cltrseijcy issue, regtt lat lng bank credl.f:, 

.. 
"fke name 8s P~ashau rather than nnri thus tending t o  support the racjat 

litter~sePaQBon ,of Bank I.18 l l l e ~ G o + m e  d$ sputes , 





IluiTng ?;he Dzoud regime, 'I 332-1 34' [1!357-1953f eneagonlsrn between 

8ank MEl%lc and the Government appears Co have iraeeri Fotensi,fleci, p; .~tfc-  

cil arl y betwesn ttre personal f tzes of' !<ha$ r >tohenu~ad, Presl dent o f  8ank 

R I  1 1  Te, and Abdlsi Elalsk, the #ifitstet" of Finance-, After consBde~ab1e 

harassment over a number of years,  rd18ch Encfuded an Ynvaslon of the 3onk 

by so3 dlers and exhaus&i*~e h'nvestfgat Tons, some recnncl) :at $on reportedly 

O C C ~ ~ P B ~ ,  / ICJW~VCT~ a few swnoh?"Fha ia'cer the  Mlnistet'. was $mprEsm?ad on 

c8,arges wf !!py%s>g, 

Qglrti tg thf s adcilnistratf on, C? banidng bsom took place in Afghimnlstan, 

Each gavarntne8rt m9ilPstry wanted a Sank, The 143nfstsy of Publ % e  :!orlts 

atready hlaa ,the Mortgage and ConstructCon Uanli established an 5326 (19M). 

The i.3inlsfs.y. of i:armerce s e t  up ?ash.tany 'I'ejaratv Baiik ! a  1333 (E95)+) and 

the H%wt8sery o f  Aye'Ycultura formed the Agrfcultore and Cottage Snduse,rl.es 

Rank 36 ette same year, The l l ln i sery  of b11nes and industries under i t s  

H?nYster, Ds, Yniisc!f, apyare?!tly asked iiafii; I!! : l ' e  to IPec:o!on Its !rrtlusl.ri:a! 

baslk, ABthnugI.! tu8 i 2 ing .;:o pe!-%:tcTpa:it. in tlai: esiahl  f shment of such en 

Onr2!$\16.fen, ~ a n k  tl'l l T i e  was qu5 && na%ui.zi!,y ii!llniei-ested i r z  ?.hs or!gXn;l 

gropf.sSt$oi~, 'Thrrs, t h e  ii?durrriad Dee'eIupm~nt Fur?c! s e t  up 112 1336 (?35>) 

itas t i l o  last i n  she f i e l d ,  

$ 8  a c'ecade, one cos~:~ei'cEal (Pasheany Tejamt.y Gankj and three 

z+pe.:Fal lsei! &nks "I2 o;;z.:tvsc: t!?ef :. d m : " ~  aJfirq2; i&c B*rrk !4; ? 5 f e  ;jf?cl t::e 



&ssl&ral &;ik, Bc: I:fgkhaniskam Bank., By 8336 ( ig$T) ,  hoviiever, eQ~c fot;;;;lara; 

cF' t \ ~ l s  B~tPant f i :nanci@i sereor wet*@ already on :he decl iae, The C M W ~ ~ C Y P  

rjlwney ra t io  hacl reached $ t s  Ia~csS ~ o ? r , t  Fn 9334 ( i 9 5 5 )  a t  0,6ii.; ,; ~ ! c P . L ' ~ ? Y ~ : ~  

[ g  pose 68 o,al JY) 4343 (8962) onsy fa'ailing to 3-76 by 1353 (19711 j - ' 2 5 ,  

L -0 

Tab3a 9, p, 28J,, A skrfous b0it.t: o?C 6nf tst loa  hie: the economy i n  1337 (lli!%;. - ,-, 
coatXnuEng un&$& 13:?7 (1958) 25, Table  Lr, p, $6-! :daich Kn part  LX?Z~$ 

exp8ains and is exp%a$ned $y the %-en:? an tha currancyiiwney ~-a$%o,  

negv f8nancEat Gnst i tu~lons  were 6iOE p$?rfo$mtnq as had been hoped, Pn!Fm6-,si 

;nterfeaelaace, weak managxulirent and tega8 impedimenta to ~ e c e ~ r % n g  Tc~ans X R 

8ddRtkan ro unc:onducive ecsncmic canrbi'bfons resolterr' ;st a hfgh rate a? ar2t-i- 

t i  The RqrY cut :use and Crpttage Pr;dr~ser%es Bank caased I t s  kei7d%a;5; zetgv- 

Xgaes irt 1317 (895R)0 tke Indcstr$al drecdsa Fund had * r B r ~ u a t i y  exhausted Fts 

msourcss h.\1 the end of Xta f i r s t  year of crperat.8~?, the Wartgage ail$ Con-' 

s?:ructlan Bank, gradually c ~ ~ t t v a c t e d  h ts busin+.ss m n t h  1 i. 8 was only pro~jrjlng 

sn:,%I Z med5 m-!:am Enarts to Go.seai~lnent mp3oyc~e-i.~ and PasrPeany TeJaraty Bank 

appears Qa have ma%nta%wsd m l y  en ex%seare?y T.12.s:uoiaa e#%s 8ei2te w)e!ch ar:y c, i g- 

ill FBcan",nel depostt wKthdra1r1a8s ~ ~ 3 ~ 1 1  d B ~ ~ ~ C I L I E ! ~  jeopai-dlse, 

For~icg? s8d %a the financtal sector I.n &he forftt ta?ziteci>nfca$ acs!sf:asec: 

skaresd l o  3 ,$+g kP970) a f t e r  esrfa$i is?~ir.ei i% sf the Agr irti3 tur26 CeiiPug:!~??rat 



Hanit i3L:l$ ( ' iw0j  under &$m.:n rnan3gcjIi:r;n.c. ,;ii?ai:rc!,:' toy  a Ecsn .?i"on the 

li'orld Bank, 'Ths AgDanlc, as l t  Es eormon1.y i:.~!c;~.;!n~ e..:pF;ic.ed t he  deFuncx 

-. . r"igrScu.?tc.ire zinc: Cottage Endustries @an!:, saintlar l:~:. ?:lie ii>dtistrlal 

Ociieiopte!tp: bank was f i i ta t ly  ?nc :~spo~ 'a t sd  i n  i 3 5 ?  [ i 3 ~ 3 )  ,, years cifter. pl - - c  c . ~ , ~ ,  

>:ac! beer; s.!:z~,w up to r~ptace e!?e in~~i.st . ! ' i  a1 Csr.i;:z i:i?;'id by a new ii1stST- 

t ~ C i , ? n  p r ~ ; i i &  fzne{ lce tc. the indu$ti;$ai seekc?r., '!'he iaP,k$i has 

expg;ncied rapFdly since ';ire cnaclrei?t of ttie 60re~9;1  e r ~ d  kkn~esi:?c Psfwate 

Biuvesiment L m  of  131~6 (8967) Tile new 8ndt is t r in i  DevuSa~meot L?sr?l: Is 

anoti~er World eank project. 

A! t l~3ugit  t h e  banks dondirai:e t he  li:n:E 'red f i i lanc)  a! sects; In ABghanEsrarr; 

an historicel sketch vmu2d m"ie complete b4~ithau.t reFei,ence to  the 

• drisurai.ice con?prnie~,, the pensBon .?rind, t h e  c r e d l i  ceoper~:Tves in DayE~Iar? 

and ifohdanmn anr!, most $mpur kor?t:, the mne.y bazear.s of iO'.bf.: i and Kandahnr , 

Prior  to t h e  5smmzFon o f  the WFghai, Snsunaric;e i:u!npai:y $9 131;2 (136jj  t h ; ? r e  

weit? ,;:,/\re@ :tell: s'liill 1 y t ~ i t r a i ~ ~ ~ '  5 3 E I ) C  ES I : h : oi?c i 'epre~gi!t i i:ij 

5 t ~ u . f  Zng i nl;iicsnctz To:.iie:;?!$y 36: Ele.~ :?eiil, c;rra .$"():. !;)!e r,!:ei-:l ! nsgraiice 

Ccnrtpany, ?.tie r!ll;r: Fur Bngoss.;sa!ch, xhe otserseas b:2!.iil-$t .:;? r;%t SwFct: 

, ,, $r:surant:e 4 rl!s::+ iloec ma$-!(::? %!?sura;:;e, :,ti.$ ch  r:o;:jt> e;;i& Y:' -$$.$3I 1y t;;; 

only Zypw :if ir?sie?ar:te i;i !4,k'gheni$tar!, v j . 3 ~  piacsd cjrl ::he B0~.ef~1:  j;rsui'ai?c,::~ 

-. ..+ 
I-' ,:.< F? .? !.. .. ..*" - * .. in,arkets 6'; , po 1 '. f p ,  2 , .  . ,.. . .,,, 6.; ;.:~,er:rs:es a rc  st4 7 { !n 

oper.~t8an,~ ellthougi? the Nortlt6ri-? trrs~.!?;iyic~ i:oep;lcy >!,r,-s, iak&-, o,,e,- !?J 

P 
...- ... > 

$,:c-<,mi-rscin: sd:.. ,. - l71.?: . . J ,  i (r?Ct:.F "+ 1 !,;:lLj:r6 'I.I..~ 
. . /,. ;r:sL$?+.><;:? {T:y"f.:$$i ;r: 



Afghanistan Es s t i l l  minute, Neuertheless, a21 the Fnsciturions have 

fared we11, perhaps as a resttit of strong l i n k s  4 t h  paaeqt ca-npanies 

abroad t&tita%c:h have prov%ded ex-patrfate managemarit F I - ~ n  ?he s t a r t .  

The Pension Fund vtas establBshcd i n  1323 (1944) l e s  tots! asse t s  

a?, the  end o f  1350 [8Y+j'2) were AFs %OBm, P,s eontrdhrrtEoaas are not suffP- 

cEent t o  f inanee a l l  Government pot%s!ons an add! t'8onaY APs Y ODm was provided 

by the Government fin both 1.350 (1921) a~rd 135! (1912), 

The Project on AgrHcultura'B GredZt and Relared Servfces through 

GoaperatSve!; 8n Rfghantstan (PACEA), a jo ln t  venttire of the Faad and AgrB- 

cultuse Qrgttnlsat%on of the Or\% ted Natlans and the Swad'isrh ~n'cernetiorra! 

Development Attrhorlty began S R  13k7 !Eg(SD), 8y  135Y (1372) the Kuhdaaant 

cooperative had 812 members and eapltal and reserves of A f s  253,797 and 

&he Daghlat, coagcra*,ice ~~tk~cc2r began i n  '$350 (X97:) had 354 members i n  

1351 (8972% although i t  has s t l i !  not raised any equity or become a f u l l y -  - - 
f iedged cooperaaP%ve i E , pp,  L>-8-/* 

t~?ft~:cirrna.ti~n on the money bazaars o f  Kabul eiid i;andatlar w i t h  ;.espect 

to thefr re%ntlve im@or&ance f f n  the FgnancSal sector Is rmavai tablie, 

Wowever, Frar,n many %~tervYer~s tr~Oth the deiseert; a r o u ~ h  h$str,stcai prcture 

can be constructed, Foreign exchange dea'lkng lii Kabul has taken place for 

as long as ariyone car1 rcili~ember, tlnl:! l re! at!  vVsig i.ecoct? if,, zhe h~rs%ness 



.v#a?; f q  ,?,he har:& 0.f and $.$as co,;:lscted ~;-!i:i rril y i n  curi.ency u\lci ! 

~ 3 2 5  ($$+is) when, i t  i s  reportad, t h e  f trsk  cheque Pias accepted, $ 5  

$336 (,;"~j ~ I J B  exlst$i<g szte, '$,ray $k;)~da!. viati ~ j . i l ~ f ; l . z ~ t ~ i i ?  and three 

o r  fcui., ~ ~ ~ ~ i s h  dealers mo%:ed & a i  A fe~.,.; k!$:jde;s $.tar,ced deai for; and by 

5339 ( l ~ 6 0 )  ~,,j:lere appar.etr,~!y &oil,< .f;fteeo deaiers ?f i   ti^? 

/ a . ~  !7.L.e~c::,~i t,pely are  3 / ) 0 ~ i  >fj denler.s,  at'$ cf tl.rem il!ndus rir  Afgfiarrs, t h e  

jcttar havSnq entered tho bussnzss wErhkn t h e  pest  f fve yosss, Apart 

Fyof;, tho d e a l e ? ~  Ghcre are shout t+wi.'elle tha t  I ~ L : ; : I ~ , ~ T  of partne.-s ar:d age!:$,(; 

opzra@;ng on r,mn?iss[on, ul-fg?,tr.s 3.f ehc .fore$gn exci lan~s ri:at&et iii 

I(andah;~r are okseor"e but appear krs gc birck nlany years ?i;::ce Kailr!a!li7i 3as 

:way;; :r.ipsn fmg:ur.eane rsacr:' ny cer;e:re- j8cfc.r~ dc.?a).ers rcoitcd i r to  ti?:: 

r?,tgsi.j r ! , ~  sle,?, Saray fapa Si  ngh, i n  1342 i1963) hiss dness was conducted on 

. ,,s i n  CXc s:.rseers. $ 9  ghat  year, ho~.jetesr:, t i~rec  deaiei-s cspzned off '--* 

sac-, The number of ~ f f I c a s  has gncrassed ao ftue ond psr tners  and 

agent5 SO? b ~ i ~  b , ~ . i s E n e ~ ~  ai: t h e  zyttrranca 2 ;  9n 5:li'ay St,om!a; 'The i:;:n::ah~: 

mri:er, & t h s i ~ $ l ?  . Fo!, . : k ?.tit? i?id$ an 5.!l;-,?:oii%8sc:ni i! i S 

far- ....- i ;  ,>.. . $.hat; , [ + ;  . .<i$!:~s 3..: s i i  ..... nd,i .,., oi.sl',t : 5 : : :  C , U V ~ ' - ~ ' *  , . 2 * . i j s  :ia._'ed '!c 

gAend;3h;J;r.,i Ft>u. n;ore dota; f 5 o;l r r : ~  g8otr-y &ax..ep.;, th.. 2 ,!karcst,riii ,~a:le? 

~." -. 
? ., 

$!s referiecJ ..l'c +-,j:.yt,fter psp: by $:his a:;i:hnr .- / 2;4 -.,:',. poiu.- t ! - c  ..>La - -  ,$::.> !t.ii-: %.. . ,. , 

i,:;<2:Jd) ) ~ ~ ? t ~ ~ ~ ! c k  C O Y > ~ t d e ~ 2 b x e  ixi.;tc :n {ifc4i?a;;$53+;;i; '~:~jc2vcr . ,  - 
noih'<:bq i.crt:a?$ii.'ng ro,tal:;$:;!g c:edgi z ; ; s~s !$ t ra , - s  .;:be hatie h:;an 

::.w . ..,iwd. ' .Jar $os,ss s,<i3<j!e& i28vE Q P ? : ~ . C Z ~ ; ~ ~ C ~  % ~ f ~ > ~ ? ~ , ~ $ i ~ ; f i  cs)., cjic! ~7GF:~{ . le l~! f : ; ,~  o f  



these nen-fnst l tut lana!  net?~avks Lw23; 51; 53-/, Some 8n ta re s t  rate 

PKgures have h e n  recorded but no quant.i&8tfve ~ s t i m a t e s  on the v0Iw.e 

of  c r e d i t  tnvolwecl are awal0abla, 

ThBs b r i e f  h:lstorKcal sketck? of tb f l n a n c l e l  s e c t o r  has  d e s c r i l h d  

two periods o f  apparent  expansfon dukZng t h e  decades o f  ehe 1310% and i333s 

(8930s and 1950s) and two sf contrraction during t h e  1320s and 1340s ( i s 0 5  

and 89605). Bank HtlllOe $raw rap8rf6g durfng J to  f a r s t  yea r s  b ~ t  met with 

Fsrcraas % ng opposi t i o n  l a t e r ,  The Gavernment spansored demlopmeusts 8 n 

the 8330s (1950s) were s b r t e r  l ived  sHncc collection rates were far  be8~h.r 

the survive8 threshhold. There ere scww+al reasons for these apparent 

fluctuat8ans, Tlre f ' lps t  i s  t h r e i m  in r e a l i t y  m t y o n e  p e r t a d o f  grczutk 

t h e  dgnamfc e a r l y  years  of  Bank ~ l l f l e ,  second Ss that a?J banks 

as%aDl8stred a f t e r  Bank M l l l i e  were eovevnntent banks c l o s e l y  linked to 

PaFrtnt m8nts t r fes  and s t a f f e d  lay 111-trair;ed, badly paad clviP servantse 

Given Ohat the a w l  s m e n e  i t s e l f  was unconduciwe to f i n e n c i a i  d e v e I a w e ~ : t ,  

t h e s e  addl t % a n r l  i n t z r n a i  handfcaps made su rv iva l  vl r r u a l  ly  fnposs2b8eG 

/' 
~ , f g ~ a i ~ ~ = t a n  has d e r k e d  on the s ~ e o ~ d  round gn the Imst3 eution- 

bui;d8ng, process wtahin the f?nasrc$'al r e c t o r ,  i n t e rna l  G Q ~ ~ ~ ~ ~ Q G ~  of 

Zkie &;lank and Plw fndusg~$;Pf D e v e f o m t  Bank are a vast tmpro?;rrjmeot OV@:' 

tite~@ of  2ha Agrilcul t;ure and cottage $n&istrfse Bank and fndtlstr3al tra?&$ t 

Fundn as a r e o u ) ~  of both e x - + 6 i Q ~ B . ~ ~ . ~ e  management anrJ a reaseaabi* d%ii;i':i- :a,? 





, . o (: c;c??~& :"I e~ i 5 i>:+o\.if &::! 3 R 'gab? e ! i ,  ( ;,e >)$ pp>~.n>-t r - : cFil $2 $! .:,Q~Z!; d:$ssiLFi 

S,~,Z , ,# Y ,, t: lay 1.:?-, b--[.;:s ' 7 ;  : ref) $:sz;;f; ;:;!,?ti, ?,'Is, i n!a# ; o.5 c,,:i;itorng ::: 
,, 
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pr$fraPe 
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$ n & s s 6 . r ~ ~ ?  fje\:~Isprni:i;: Bank 
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Da Wfghan%stan Bank 

PcnsBon Fund 

a 
Appraxt mate 



Count PY 

a Afghan! sea!? 
Israa'8 
J aw5!a i c. 3 
Japan 
litex.$ co 
Pak.Ss%an 
PkS 1 &ppinas  
Yuertc Rico 
Rhcides H 2 

Spa! n 
Stwiden 
Th;i% land 
'rrg?t:dac! 
~ ~ ~ h ~ ~ b  
tj,g,n, 
ijer?axu@Ha 

,qB $ oif1el.. cou$>:.i ;e.:s - 17..;U, C.oi dsnr: t!i ,, ,f&pj$j,,&, 
Struc,gsjye erjd $ci:ic:$~pz-j;i?e;.;, { E ! ~ v ?  Hfi+eir and Lor!tloi~ 

.,\-.a .,=, ": --...s,*,, ."",-, .s,...-.,&.~ .%.-~.,> ....... - 
, ..ale . Urs:v;ii.;'{ ci :.;res:3, 9 ,  Appei?d!x !\! 



f8nhanc6ad sys:Lw as sconan8c wttd POner!cEal deve!cryafient procards has Daw - ... 
e8akiaPe%y reasoned % n  the works wf Grsriay and Shw 36; 3We 

Over the per%-ad %340-fjt (BS62-f5)  there ha5 been en increase Bn tkrs 

groporo8on 08: totaip% &nestk ere$$% a/j80sated fb the publac sector frm 

53 gar eamt a t  the end o f  %343 (Nasr;Sr %f$E;2) to 68 prr ceat at the end of 

8351 $Harch 1973) as can be sew from t%s f 3gwra %n Table 5, Bndetsd, 

urri8rigl a ptprc&1as$ng p~lb~er par$ey prize index d-25, TabUa 4, p. 16-7* which 

as a result olf 8mpfw8ng terns oF trade probably understates the change in 

prices over thBs period r 2 6 ,  pg, 59-69-7, dmsstla:  eradSt Bn i-eaf terns 

ex%emdod t o  8 . k  p~ tva te  seetae has faE9ien Qscaa k f s  2,1162 a t  the end of 

t3&8 (Rerch 8962) to Afs  8,730 a t  tSae end of 9358 {btsrek 1973) Bn !31)0 (k9bB) 

ps'8cles, 

VebXer 6 p~~ov$a$es a broad pKc%ure aF fhe WIW& 0% dmiestffc crcdtt in  

Ar'gREanBstan ows $Re past twenty yp?ars. In Table 7 these ffgures have 

been deftstei by ca gurc$ms%aag pcwes paa'8ty prhce Kndex to prducc: esti~~stcs 

of dom~sti?c 1:scrdFt expressed In ~ m s b a n $  pr%ces, To the extseit that  the 

dePBetr~r ts  .ac@us;s$e, ah 8ndieatBen of nmvsinente fn the reaR !rutw:~a of 

ca.ed%t 8s g%,ylen; % I  appears to $save Encreased frat] E.330 to  I342 ($952 m 

5964) , dwnwerd f tu&bua%%ona then occurred, a repid Bnsrease 4% f ?Ti (>37?,:? 

i:!;\@evcr leavtlng a F $ n m l  FAgire frjr the and of OSfI (1973: v$ vt~::;; :): :b;; . * : c ~ ; , , ~ ;  

ris that for 8342 (69h13)o 
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Darner; t, d c Cr-lJ-J* -.--- 
( A h  in$ $1 1 60ns8 current pP8 cesO end of  year ff gukes) 

Bate CPaias on CBalms o:! Total 
Governmen k PaFratc S s ~ P b r  

f no?) 

1330 I,k26, 

1331 i ,209 

8332 996 



! 337 - 1 35 ? from &~+&?g~~~~,1,&;b$~Lga7a7a7~&~,~g;;~;a 1'9'2. d g j  -- S u ~ l  men t .>nd & e ~ g & q ~ ~ ~ j . ~ J j ~ ~ ~ ~ ~ ~ $ J - ~ J . + J ~ $ J ~ $ ,  .2b ->". "-.*.a 

,!tine 3973 





S0urc.s: f'$yures i n  "fabie 6 $<ere d,?F'iarf-d b y  :!:e pir;:;:;i:-; i i ? r j  pcwe?r 
par8 t y  t3r Ice Index 3 12 14 F?y :, . ; & ~ , v J g ~ ? ~ ~ ; ~ . ~ ~ $ ~ , , . j ~ ~ ~ , . ~ ~ ~ > ~ ~ u \ ~ g ~ .  

Ccr:sCanu (t#abut: rjnf.ked $,:.ab;;r,$; Ageocy fo:- t:l?al.nai.iof\a! ...- -... "",..--..,"- 
ijeus lopiperre, n9wec?, !,ta:*c". Y97:j) , ' i t :  . p. 5 6 



'(he 55:; $.i; in  t ; , ~  !pic;s?or.e;::.ii 0: ,;~:p:~::r:t,: ::r.adfi: i3j $(j5::hvl3 p?i!~Iic  

a;?d p ~ j r j a j ; ~  :iec;fz;ars bi.jcia:~i?n l ?i?:i { 336-i)' an:: 1550 (%);712) r , z ~ ~ . t i  ted irr a 50 per 

GW!: g:.r.;.re;igc i n  the i.caf ; - 6  i-i:;. tire pub3 i..: CI,:-~~(;OY and n 30 !?E(. 

.. - . . , 
~di(f: ti$jc$,z(:j~ f'@tir Ct2e pieEt-ijtC !. .;:;::;- ;:,c :-.;,t;ul.& in. a ,  .,,jp;*i: it$;& 

8 rsccnf Su?'vc!j 9 f l ~ i . 3 ~ $ 5 5 : .  
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: . :.O;it.(ftS ,,.,a, ." i..".: 2.7.: 3 ..cp.: ' .- .., , . ,. .. , .", , % ,.**,.> . .,,..,, , ? \; jjL. ,f.:3 ,:+rid 

coL,d :...; ,,..., i .,,2,:.. - , . .  ' - . . ,  , . ,  . . j  
, . . :(. . Ci>t.:n:~:::'&i'!s<.?$>;$:.:<j y&c$ jttics 

hati k.i:ii a\.a$\ab::e.: 
"- "A. 

;' .:. 
, 5 " .  ; 0 6 3-,-: 



O>,l~ns~sR i i: aii;l court~.o1 ,thl*awghout t h e  f 3 nanci s'i system 8s :sort!? hdacurner!Eli'ng, 

The Su;?rams Coonegl of  Da AfgkanEstan Bank consXsts oC the WlnTseer of 

Fiosnce: {Cital rme:t), t he  b?%nlster o??:ines and 5ndur.?rles, the MLnIstoi- of  

Plisi;nBng, : lc<: \ i~~ Mi~?%sr:ar of i'cx!!a,-rce, the Pr.es3de~lt o f  the ind~ski:' i~;Y 

9~!aiopmciii: 3an!<;, a scpr.esen%aCfre af n-!re P:.lrr,e HT nlstercs i?ff:3ce, i:hc 

Go?f:$srror., 5eput.y G o \ ~ R ~ o G :  and the "big Vice Preslilen'cs of Da Afghan!stan 

Earak, YFEe Surlrd o f  5irectcw.j of Pa~fltalty Tejai-nty Bank tnc%udos the 

t4ln:seer u-? F%rlance,, the s k t t n  idfibister of C3i~;n:e~ce, %he Paastdent of :irs 

Pensaon Fund, t h e  Gauer?!,~r 05 Ca Nfqhen'istan Dank, the Proeidcne of  t5u 

&grfcu!tu!-al 8:nvetopme;r& Ba,rk, ?.he Prf:sideil,i: r :~?  Bank 1P:2 B I Ie,> a mnmher w? 

Dan!: Ms. )  3 : ~ "  :lir,ard and four otiw? tf,adera, The me~ifbars oZ: ?he Joard 

of D t  r e c t e t . ~  n,F Sank ''ti 1 l lc: nalurb$.l?i <.la not. incjude any .;.cpfaserresr'iues 

: i-lit~el-: m~r&e!.r. c:;f E'r.5 $i?;$rd s f *  r)n tkic D~8,r:rds of 

aRE!or banits. She mzrohers o f  %he Supr'eriae CeuncE ? af thi? AgrlculturaF 

-, , Bank. at-e the M$t~$stef r!t:ait~s. Chi: !4T~il'j!:e!. c6 P$a~in?r,g, 

:.1>, , , A,..%.- , 5 7 Gc~!~:v,cPcB, : .  4 :  <if ASrAcut:i::t: and *'.:**>l~>~'* r L - e :,% L , :JR :> 

,. , $- . : ; : ; ,  Gi'::;;:; Chairmat: ui ,:b% S Q Z V ~  c+,f 

8 ;  r ;. w - c  . .'. , a -  il::n!< t.;; 15 2 *, ehe P?,!, : :$,at a112 fienefs,? Manager c..? t & ~  A:jrF.- " ., , 

c:r{!:ui:a: ;j,i,$l,l~;!i~n~n~$'Gsi.ji< 2ilJ pitrac il.b:i-rzr i.!ar:ted mewbi.i-5, iicard o;' 

" * Dgrec;,c,?.;; .:,: i , ! , ~  &nd~skrg;$T Ds~~[~.?j::~jfin~ $an!<. cansi~ts! :,;;: et5;; :+l-cs,,ga;i<- n? 

a ~ $ ~ t ; > ~ , , :  Pe;:vapj s:+ii;i ; ;:he i2ar::.ldaf!e wi. !:;Jnlr t.;:'j i;c_ f:.ic: 

" .  . :"r"'idr:. ;.. "IJa ?,L... , 1 '  1 " .."' " ' :. :." jn$i:.;: . @'>,,Ei<".'-.: ..... : ?'", ri',.... --c. ,,. . . : L < ,  ? . . ; ,  ... >.. ... . . ,.-,i<'. , .a. 

.. :.< . . %. , .<; >..., i.!;. . , ' , ,,. ... , ! ?  < < .  +*.-. \:i7.: i.j<,? ;<* !,i;..,'.: i~ ,#><; .  i::>,; 



9rsdus$;$-$~$$sfs:5.  The Supreme CiarincSE cf the MorPgege 2nd P'c~risti'lieti~ii 

Bank cnnslsts r a F  (he t48nlste.r CPC Ffnanee, t%m M8mlsOer of Puiz't6e. \isarkso 

the Gavea-nor of Oe Afghaniistan 9wk a d  four e&czc%ed f ~ ! b a ? ~ ~  The iioard 

o f  D8recgors 0.f %&%% Afghan Bnsurance Cmgeny 8reisrdes the President caP 

Pashtany Tejaraty Iianic (6lea8rmen), %he VJce CSxetsnan nf the Board of 

DBrsttoss o f  Bank K811fe and a ~eprs~enta t tv t?  aiC the Guardian A S S U ~ ~ ~ G O  

9mtpiiriyc The iieis8en Fund has ffiveskad Smds En k k  ?form of eciyu3ty 

partBc$paet wt 813 $;he AfyBts~ Snsuren&a Campafry, the II.lortgaga? and Cw~ar , t .?~~t i~r i  

Bank 3rd Pasktany Tojaragy Dank and has 8 tmw Brcl-n Laa :?fghan$s$an !;ank, 

$hares af the iCustga$e and Constretceioat Oagtlr arc heid by iza ASghaslGstan 

7138s ri;?her kegthy dacumenea&len of !ntcsr-$ockbng d $ l ' e @ t o ~ s k f p ~  :J~?I? 

equaty partleipatHsn s3nrp3y indf cater t h a t  r~oi: cine FSnanelai EnstFtutFc>~j 

8 n AfylaanRs tail :;ii $ ndependef~t fraq the nfikrem, 'l'kore ;lpep Cu~f.Bterrire~ 

Informai i inks  b.etwcen the InstitutRons f ncludtag, apparently, represen't- 

ation uf Bank, fi-:I i 3 Qe@s ?ji@b6s on the  Siipren>a Counc! 1 .sf Ba hPy.haniup&an Bank, 

One Gan, tk3ereF0r~, ~ S S F I ~ ~ W ~  t h a t  these i s  no cw?pnPlt%o:? be%leec.n the fi;nar.- 

eIaY Anstdeua!oa,s. Wei~ce, Ini:ercst ~ a t e s  h v e  se:a%fincc( &n:d and s table ,  

adc~ertising i s  ;.ieldt Yg8hBe end :here !s nc srae"cl? wA,aS..ssc2.i.l:!s S o r .  f:%ds;:i..ss, 

Bankers w a l &  fet- ~tasirufnei-5, >s:?o an t h e  :oan s16z Raw had 3 2  a?-af$",?:tcreas- 

b g ? y  skslngent GO% 8ateraaB requE ranrents , and do ttst ca1ztwip8ate any 

8a!i~vatfo~is or a t h e r  actfon \.;kFch might d856;ua'D it?%@ map.I;er: share 



balance, So far, the equ8librium has bean preserved from any external 

d9srupt9ons, the most sertouti o f  which would be eompetlt%on inside 

WfgkanBstan Pran a foreign bank. The banking fraternity has t o  dare 

ensured thee no sar3ous threat OF tk3s kand hsi vater ' ial iscd 

The r'nsu?t Inas beer1 financial s'cagnat%on aver the past two decades,, 

The early years of  Ban!: IE;!(le have iicr~g bee:> r%rgotten as bankers hsue 

seee3ed devm t o a  stai.tol low-level nor.-zornpetit:;\~e eipii2;bricm. This 

has been fi:c% l l ta ted not only by interz-lackPn$ ownership and controt ~iiri?.; 

fi-: t h e  FEoirricia! Tns::itu*,ions but a i s a  by com~~lacensy on rRe part  of the 

!(ilnistry c.F- Finance nnrl the conspicuo~~s 'ic?cl; of l ndT gcnout. $red! % arrange.. 

moots such as rotntti?g credi t  assoc$atfons, pambrakeragc, and ~ J m p d e  

FirsaneOnl Bipseronients set& as proalssory nccet;, e tc ,  Th5s i s  not t o  

Ympfy that non-J i ~ t Y  tut3ona) w e d $  t Es u!ilmpor.tsnt but  tha t  the i s  arc 110 

soph% stl cations ta bas3 c l ei~tISng oiaer.3~ Yans st:r;h as aci in<:; geaaous ttegor:a!~'k 

Bfistrurnents, c l ~ ~ e n t a r y  cooperatfve groups, @:c, Fast, the only rrac!- 

R t3anai C3nancFal lnstrumenrs are esseneial r?an~~~aeyoiiabla, They Tnclt:Gc 

the & s ~ a & , ~  a ns3mple dka. f tc  the b&rl:a&, o bi!f of exchange, t he  &!j.g& ~2 

prm?ssnry note and the &a&:i,, a rsee! p.t , i t:ase are rl.nh krr~i.!n ::c -. :;c;s i ! 

mropact.Ioi. c:i: urban traders, Tile maor!'@ OF thte ;zr:$x?ia;:inrr bas ner:er eii,%.;r. 

k a p d  t h e  -r::~?itls. 



sysee,? ? ~ I O U ' , ~  ~ t i  at tempt ai; expatts%un be mnde;, narflely, ,?;he total lac!: of 

uii.Serstc.ndF:?$ by t i l e  vast major%ey of  tire !:opl:latlun of basic concepts of 

c red i t ,  As t h e  Agr%cu%tu-at  De,w,relopm,mcnt Sank {gas discnvsred, when the 

d&zt;n&eiur? betvsee!~ a %oan and a grant Is ~i:cicas even an aggress!ve, 

Geroian-managed ffnhiicIal tnst9tution %s se912 Bn a prccar?ous pasltfoo 

waren jt atternpi:?; kn expand cans iderabl y i Cs l a n d $ n c  a c t i v i  i:$es, 

TM~U matters  of 54 ~rt4f~canee %n snaiyslng Afghanistan% ffli~ancf a l  system 

hawe received much akranefon Fn the Ziterat~rse o f  recent ~ B B Y S O  The f i r s t  

concerns eswttmtes aC scale f r r  bsnking, the second cmpst%t%on, T'ab3e 8 

prmvldes a comp~arative picture of AFgha:~$sta:;~s ba i ik f r !~  system w i t h  those 

o f  eke nsBghbor~ririg countr fes  of  Eran, Palc%sta:? end Turkey, Totar assets 

and .total depor;ils of  the bank8ng systc?m ere extrznzeiy small on any cr.Fzer!on. 

Lit tshs end ajr: 1967, f o r  erearf:ple,, Kaufrnan 4 $st5 171 banks i n  kkc vrorld iv& t h  

t o t ~ !  ~ S S ~ Z : S  over 5 B hi;lX5onU O f  the '151 banks for whzch Pureher data 

were 2vaZ la63~, assets per  bank averaged $ 3,239 W Z  19 Yen air& assets per 
- - 

b h , z r c k f  ..: -,- $ 8,626 !nll!Iar; 1" 30, Pahle 2;: pp,  BL'ci-9-J. 

Popu!atic!t  per ban!: branch was h,F13 Err gasn !n 9355 (8972j, S3"03$4 

en Pak8sta:i e v  1907 and 14,957 % n  Turkey i n  Y963. 5!:,ing the cfficiai 

poput8tlcn astimate of 87'.5 m83E%ori f o r  Afghanlstar, g j ~ e s  596,217 peopl;. 

per br3artch. W p o p u ? a t i o n  estgrnate 0.F 8 mil?!%on g!;:er! 86,957 - s t !  1 6  

t.r$nt.,ldsrab? y <;realcP; than r?+lc?rt PakXsiai?, 
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indicating that a 1Ci per ten.? li;ce.east> % n  L;a'305'$(:% +I. res:~l?.ed 03 L ~ ~ ? B S P ~ C  

+$it$ cr~is ld  sitt i:e: t o  tr?cknoi,agy on ly  eco:.iaza'ds~l fc? X3argc scale nperacions 
." , 

L 19, $9,: 3 3 ~ ~ 7 ~  . $ n  another rece:.!: p:;i>l?caticn, C ~ ' : i o n s p e r g e ~  shwi.~& 

ti.,c4t ?weertaii!ty a$so produced econamies 0:' scale: 

.. . 8: i,r. Is true 'chat uncci.tsinty is a rnejo:, sn::rce cjF ee;nnnmias 
O X  scsle !n Santcl tig, ei~an, $8 r:ca the  degree e? ilncorti;i;nry i!?itu?.jod 
En d j f f ~ ~ p e n t  e?,pc$ of banking activ$tics varies w i d s i y ,  the exberit 
of fhssc eccnamies $harjld be cciisiderabfy dzF$.'eren.: fat. iii.Ffrzr'cn'; 
type5 of banlclng sewi ces, This agazn, $ t sems,  shtun*id shag :?.jg 
En t h a  rl%%a$i're degr::e~i OF ~o:i~er! t i -nt lon 09 dlffevenl: ,~syi";fj of  
serrwices, 44e skou%d expec4 that !n t h e  le:lc run thosa services 

re%ativejy 'Large scale e~;uiinmf~a bec.,@;nn m?i& mot", c.oiice:?i;i-zted 
i i r  the hands of a ~ W J  ??arc$ h a ~ k s  than those i?avIl:g or~i:, &ns!?nl= 
P G @a?? e e~:onec! es . -. 
L 4* $3. L:.TS-/ 

fact; ehian6iw$ h&r gh-r:sk ssritE ces aaaa rare ccrrc~>fit?c!t& ! i? ., ~, hand.% 3 , F  ,?:izc f argnse f 6  c ~ 5  rhai.1 .:!to lox*>-risk szrv::crzs bt?~p 8 Zer. 
that, a*jeyayt., a se$sr*ve$y fargc pa. of s iaiA$i> ?:ct;:k"s 
bi.rs$raess sakes place In rh* high-rrsi: depastnsnt; and s r~3.l ,?ti vc'!.. >, 
$,-?ga part: of ,z snag! brankos buslni isj  % n  the Sp~-rPai:: d~?ar.rn:er!'c, 

-... 
/-Q.~ pp , 48k,*8%J - 



f1-:ca: ~&ii.i, ilfqh<:nYj.k~,,'~~ fbi.;t1nc!a3 sysrmi ti5 nai: e.?ii~ps?t;I.tfVe 

i~zyges$:..;, 5, ji.c&!ui, thiit it is vu $ $ k e l y  t3 be cffli: Eei?taaci f:jrtherntnrc 

kas ,rc!1agn&d ;;:uc:i.l s!l;iai%er. khai'i a cmpetE6Yve system wo%:d' have done, 

".,.. : bi35 atone scggtrs%s odvantage~ %PIXII conpet3 t Ron mFgRt ~ C G T L ! ~ ,  R e x @ r t t  

v1.2~k an A!neri.;ai, and De~leT$ks laanklng suggests t h a t  t5ra absence of  caxpet- 
** 

LCKoo hias pr&t.ct:ed hggh socXeF costs 32; .??; 1 ;  6 -  !I: bath countr.8ss 

vegiif at.Xan.s and reztralri.ts on c~vmp~?kY t f  013 are 1 n t h e  process of Isel ng 

;.eii~v%d sirlce e!. i~: r+;ogn! t ia i~  ci: the ,fnct r h i t  the darrge?s .of eompcf S tias: 

, r :re much ? ~ s E .  se r lo~ !s  tl;?azi eba ba~:king cu~iiiun8 e!es t r y  to 'makz out and 

*,., *:.at $:he iz-ene5I.t~ ~ a f  C O % ~ ~ . ~ ; ~ $ O ! P  are d ~ r t s S d ~ ~ - a i P l y  Q Y B ~ : ~ ~ T ,  Afghnn955ufi 

(;auld wet l tali@ tio?.e o f  thEs ilwve to).qt~ri!s cixipe'rf i:! ve haii!tSng i n  any 

a.c.sr;filp;: 3.t fln.z$:rr {f-iti?$opment, 



@a fifof:a~r%$*an Dai:k, foiinded 3:1  lii& <t939j, Bs the certtrei bank OF 

AfghanOst2i.n i m n  ohat %t "has the ti?ort~:~ni:>:$ . , anii :?.rEvB'Lege of Issuing bank-notes 
- ." 

througbu.t i+Fghan%$tanr' L 16, r\rc?cid:. 1 ,  p.. and acts as bankers to "tlie 

Gotrernmc!lk, Hunk el pal i ties and a! 3 t.;::$r; Ga?cri.?i?eiital Dcpari%?cnts Y n Afylien- 
- - 

istan as we$ l as abroad" i ' .  1 , 3 i-:r:t:?cvoi+, tho dank 

has no p @ ~ @ u s  to control i n  slay WR:~ t ; ~ h ~ r  C i n ~ i ) c i a l  O r ~ ~ t P t t i C l r ~ n ~ ,  i f )  the 

ebsence of si:endard contra1 i . k.;i:xlc legls ?ai?fott.# Chcre $ 5  i n  

fact no specl:al controS over sriher i :lr?aor;laF lnstf t u t l o n s .  I h ; s  is tinnec- 

ossary at  prqfscnt. for ntonetary fa4 ( i : ?  pla,'po~i?s For two ress;r.i:s. F i r s t ,  

there i s  essor?tfalEy no motley m u l t b ~ i : ' s r  p r ~ r m s ,  i .e,  millt;yiPad reTat!on- 

shap between hJgh-powered wnry and ti.;.. r r a n q  s;uppty, since three-quarters 

of the money sitpply, broadly defia;;$:i i.n tnclardc: time depost t s ,  83 currency. 

Furthermore, 51  per cent of the: d%p;:;.;Ft c~fipofisrit o f  the n:onry supp9y 1s  

- held  a t  Ba r?.fghan?stan Sank; iebrs: :f presents balance a!le::? data for  

tYb0-? 35.3 [ ! 9 & 2 - $ : 3 9 2 ) .  Second, i f i  ihe b b r ~ n c e  of borr~~~Zn$! ,  pi j?;~f  bb 1 i tXes 

for the :auk1 $ c  secEor oot.iida :tau iarrencial system, mr~nete7-f ps?fcy ! !5 

.feterm!ncd itlrriost epccluslvely izy iubr:si paiicy, 
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A t  presenr 81: !!a:;% jX993) there are ebht branches 88 KabuU, 51 pi"ovInc%81 

branches fogether ti$ tRa Bhe 'isad8nq Corr,panyr of Afghas\gstar?, Bnt., @stab38 she8 

En '8333 f ?95&) 3n Nww York and the Trading Gmpiravy of AfghanY stan, L'rd,, 

e~,a_abF3sS?ad i n  S354 (19551 I n  boodoir, 

Daspttz ekie s teady dr~creastz Fn branches, the Fact l Fries normal Zy nfferccd 

by a branch !sci.t~';ork arc: absent, No branch itmkes any Brsans, an8y a dozen 

scsept savlpag!i accounts srad there is no cheque cIearang system. I:, and 

Xarger the bradathe9 af D a  AfghanSstars Dsnk serve almost s2cclosive!y as the  

HBssKstry of Finance% ~cashler, During the f l r s b  s t x  isosaths of 1351 f197%) 

there were 93,0 trara.-ac?;eans totat Bang AFs 9,763 m2 1 & % o n  bett~sen the Reacl 

o f f i c e  and tBm branches and 747 transactions toPaiI%ng A f s  ?,359 rnY?iEon 

between the CrsncAe:~ na.;ri &ha heed oFBBca3, There was apt average BP 43 

cEaecju8ng accrlrants, etgife Piduc$ary, B,E, temporary nnn-ckeqra%ng, mn=&ntarest 

bearing .%ccoain&.j, and 27 sawY,?gs ac&cauasts per branch a t  elas and of $351 

bRarr;!ra t973) iJirE Sst 17,222 s~wtngs accounts WZPQ he18 a t  the heed office., 

$ ,600 w r e  keYd $ a  tho branchc~s, i n  r,erta%n other ros.wut%, including t h e  

salary se81\es OF 6" ernpE~yees~ 021 Afgiwi~Fstag l  Dank Fs treated as an organ 

oF &he H 8 t ? l ~ i Q 8 ~ ~ ,  The prckbilems ~$*er7trd by ths S U ~ - S I S $ S % ~ ~ ~ ~ ~ S C ( ~  safarles 

wh%ch &ha Bank 3 %  ebi!ge.d Pa pay at;@ no different frm those i n  a!! Govern- 

sent o9leBce:s. 

One of the twtcreaK constria8nts err expansfan and greeter autonomy 1 Ees 

$n the c:::ir<?iity sf the B~ssvh% ps%r~na',@%, GenareYiy, the staff  have tad 

B rrrwdequats ebsteatinn Bb,aflam j&n0 ng the Seek cwnsd ! F Ctie m,~tbodY ca! en-the- l ob 



training upon recruitment, fienca, there ? s  ger.era1 recogn%t9on that to 

Bmprove the efFio6ency 0.f opei'act ons on-tire-jab tra8nE ng must be given t o  

a l m ~ s t  the enbhrt! s t a f f ,  Staff a t  the very top have ge~lerally receBved 

canslderabfe arainsng abroad but are tkw~rted Fn any efforts to apply the$? 

bfgb level bra%n!ng by the eternat stream of mundane tasks which they are 

obliged to perform, Hnctrrd8og for exa~ple  writing simple business le t ters  

and decEd9ng which damaged banknotes are exchangeable, i t  i s  therefore 

doubly important 60 itiieFate tralnirig at lwrer and mdddle levels not only 

to increase the Bank" operational efFlc?eney hue also Ca free senior s t a f t  

to  devote more of their  efme to  policy issues, etc, 

Da Afgkangsten Bank plays a rellat$vely B~nportant role i n  foretgn trade 

with oFf%ces in London and New York pr&mar%ly 40 facfl8tate and supervtse 

the karakul trade, Estimates presented by the author elsewhere 1-26, Table 14, 

p,53-7 serg~est that Da APghanEsZan Bank accounts for 28 per Cent of the total 

as7nuaf turnover of foeel gn exchange, excl udDng ctearilng currenc! es, I11 

addEt6on to  the $ 71 m~ll3'cn foreign currency exchanged t n  1351 there was an 

adJEtional bus%ness Bn clearing cui.reoc$es amounting to over $ 50 m%ll$ostG 

h)a Afghangatan G~ank not onSy has a monopoly On clearing currency accounts 

but also In  $ 36 mB11Hon o f  foretgn exchange bought and sold a t  the so-calied 

oFfPcial rate, 

In Bbs forr?%gn exchange operations and In $ t s  private sector credit. 

poEilcyd., Da Afgh;anis%inta Eenk Es stirpr9slng9y unfettered. Although obilgeci 



:a psca??i de a i  S Funds kequf fed ! ~ y  fF~a Soverr*.men% sub-ject asat y tho? phya %ca% 

constrai~nt a!: bartkna%c? a~saT lab$ l i ty ,  fore% yn exchange reserve pol icy arid 

p r l v e t e  sector cred%t a r e  matters en"r rely wXtlaSn %ha Bank's respons ib i l  IPy. 

Effor ts  seem to have &en mde to counteract the mori. vBoEant ewlngs i n  

Gawesnrnet?a: fisnd8ng tR%augPa compensatiirg cfranges In reserves and private sec- 

tor cred5t si$gply, This  i s  taken up again in  the subsequent sectton, 



The afyhanil was Sn:soducad i n  1306 (3927) as a silver cofn to replaaze 

Chc. !:.abul# rupe;~;, 86 was sub-divtdan' Bntn puts end krans w i t h  50 puls 60 

the krsw and h d 3  '.ran6 t o  the afghani.  Twenty afghanis equal led one gold 
- 

1 1-31 p 3 endIan and !$"anban gold and slgarar cains a lso c%r- 

culated $ s a  Afghanistman, The ESVJ Lsn Banitnotes 8n Ci rculatian in Afghanistan, 

enacted J.a AqTaia 1310 ( 2 6  iliceober 1935), ara"atzo~!sed the first note issue, 

%Re Late wa:nbb8eei. $he Minis try  of FQt~ensc b:o issue paper rrotes itself or eksougZl 

I 8 1 ! 8 The arrartg3ment ectuel l y  reached hetween Bank Millie arid the 

Mini ; .s t t~  resulted 1.5 an tssua of Treasury notee in 8315 (8936) t~hicks aceordt~g 

to Artn"c9a 6 0'7 the L;I~,.J could be converted " ... 'into Afghan coins i n  31% 

governm@s!t treasuries and En Bank M3;921e wltk no cctffacul~y,~' 

Motes B ssued by the end of 1495 (3937) equal led AFs ZOm, By the cad 

OF !3%8 { i3hl0) Trensury notes  t a t a f i e d  Afs )8Om, Sn t h i s  Da Afghan- 

$ 5  tan Dar.tk was fountlad wltk the slg'ng t o  issee banknofes, ArtSeSe 19 of 

8 ts Statutes states: 

- r tie Ean!~,, 5n oFdW io sower Bts st-tart-term "filaisf $s"t tes,  shaf 2 
be tn  pcxisessfon oF e t  lemg 3rd af their face-value fn t form 
of  goldc;, sflver, .Free fofefgi? cvraenc3es, cw$nekc!a\ b i ! j r ~  
payal:ir? tr!" tf?Irp t5 days arrd bank-rrotes de1 fvered by tkre "Conmf~Pee 
of  Baurk-no$e Reserves" %n accordance wS%h clause 6:3 oP zhese 
Se@tt?ites 0 

,".5, p* 4""7 



H, TEIE COt4i49TTEE OF EIP\NK*.MOTE RESERVES 

T w  ni&er3 09 Far1 8amnt 
A member 0.4 the Cab8tret 
The PreuFSrwm% of %k Supreme Court 
The Gowwnog. of P k  Bgl ABgePataBstan BBRIC 
Tte ehlef Treasurer 
Ths Goa$esa~~~eaB A@d#to(ak at the Rank 

The .term cf offtee 06 the Govermes?t dciilclgetes and represane- 
at@ves Es tm years, T h F r  agpo8ntct.x?nt skip! li take plate every 
year Bga $Sass mnth a? Hma'B {b!are.h!Apr8$) 32 t 4 ~  ~ccas%nn 0 8  the 
fir:$% sesainw of ?asrBPawsrt e& of tOm Cab%w@t, 8.7 Par!tm?ent 
bows not s 8 t  BE t h e  zcfosesa5d tKrm, bheFr rrwi15f~at8tm sRw! 8 be 
~ ~ s t p o n e d  t%88 the E r s t  ssssEm BC e2pe Nouse is he?8d, 

[b) Ssfw-ksagEwg the Bank-notes and effect Png the1 r del $very 
ea the: Bank &a.er ~;xernZraXnn, th* hags! Ras@rves and ascertain- 
Bng that  It l a  i n  proper ratio to the aotes pr%ntsd, The 
rieilvery oS %he Bank-not- to the Bank denotes, w i t h  regard 
to tbe$r ~oves; that suzh notes are c-ms!dered to  be Xn ctr- 
eml;at.$olm, 

(cf Re~eBv#plg the Bank-notas w! thdratm from G !  c-c~lat8a1-a ss 
~ ~ e 8  6 as t h e  i$asnz end 8efamd Baok-nates; Iiewpliq $:$.- 
re,speetO.~e haccomts for the sanae arad prwerdtaog 20 the!%+ 



IncinaratSon wit63 a!  3 tleeessavy gsracsu~3ws, A t  the 
t8ri1; of $sze&neratSag Bank-notes a pmtosoi ~ 8 t h  Plat$ 
pasaEcaa8ass of aFre procdurc? must b made tn r spsc%a'l 
book, A copy of the pprweecol skis!B bz F o ~ ~ a r l i e d  to 
the  F8naiee RM;:WZSLL?~.,, 

( d )  ConwrwSlSng the acccilmt regarei6ng the covet for thc 
Bank-notas i n  acccsdance with the Rules and RsgulazBans 
cortcerned, Tit85 CanPii'rsl Cm~mlttea sh8lt $teepare a 
repolt at: tease anec a n m t h  an the total vatue a4 m t e s  
En ~irc~atetioat and the 6oEnso gold and sS!ver brsllDcns 
kept as cower for the same, Ytsfs repart sAa!O k sub- 
rfillered to the Gowratmartt whtch in I t 5  turn publlsstes % t  
For the %nfor.matBon of the pub$ $c,  

By ttlt! end sP 1319 {3949) A f s  6Om 04 Da Vfgkawtsten , B a n k  notes were 

$%wbl%3ty c.P Da tPr"gknsr8stan Bank, Thay were: v%r tue l ' l y  81 1 wfthdrewn From 

@8rcub;Ploi? by she end of 1323 ( 9 $ @ )  by wklch time there were nearly 

Ferrad 'crJ ina "fghaa%stari Uanlc, Neverthelass, t'une~c was clearly  a strong 

presseso ! p b "  , J  2 [!gESf+) Const3 %rttEota oC A,f:jharsbs$en F W S  up Ehts concern 

~ $ 8  th  nroaetairy stab8 Z iey, A s f  Scie 6b gra~%dss ahat ''the euth~lrlrat9on to 

3ssric money .,,.. . are w$ thHn the competence of the Ohrrsa (Par1 Tmsrt) ." 
6y ? i r % $  ttmt?, :?~+w??ver, ?he note cover had beczar redwced $0 2 0  psr &en&; 



t'al~ted at: e3  the^" off tcYa1 01" ..Free imarlr,eV e~changs  rates there has 

sls\~ays been enbple excess cover, dn t a c t ,  the or'b%cgaS exch%nge rate i s  

used, Setweec 134% (1963) and Z34Y 639713 ebe gnEd and Porstgn exchange 
- 

beckjng of  cus'rcncy 5r: c%rcc$!at$on caveraged Q5 per rew.~ / Tabhe G V  p ,  f $ i :  

3 C 
-.- 
I i i7, Tab%e 94n p, rj6wae , 

'The free market  ew:@hanga rate ~s$s.sa-vls the  U , S ,  do? tar i s  presented en 

Table i O ,  A l  "rough the dcpre&8aPlr?g emkange r a t e  suggests that clarnast~c 

?n%lat'$os> has been geineazally greater tflar~ SnfBat30n # R  the U,S,A,, the see- 

rave d . a~as?r;i.i raite of %nPtot%oi> hes, En faes;, only bee81 5*6 per cent between 

2329 (Z950) atid 1353 (i972) l - 2 7 ,  Table 5, p, $4-7, This ran be cmparer: 

~ 8 t h  3,s per cent in Oran, 135%-70, 2,9 per cent % n  Pakistan, 1950-70, and 
- 

7 , 2  f:a:s ten.:: i'n Torkey ,  '1:3$0-70 .-a / 25, Tab10 3--7, Many ur:den"dee@c?loped 

cnilinta-Bes have st~ffercd corzslderabby h%gka '  sates a? B~PIat8aa over th%s 

per$od, 

Unfarttmately, the ~afah!vaty modest average rate of YnfOetBon has besi? 

accewsntpa*icd by irlgkr vargsnce, The standard deviation on the ananal rates 

of fn f ia t :%iz i~  k+eOliileen 9329 (i950) art4 1351 (11772) % S  i0,6, T h i s  high  variance 

ph"odti(te6 efl~ertirtrtty as Po tho future d%rcction of change and so b ~ a b e s  se~e~c 

:,:' e x f  ram1 jr  s i ~ - k y  assex, Thus, i f  3nf EatOrsn a", 2% has not beets s! inir,jrrr. 

cktcirset-rt. to money hciidSng the variance i n  % t rlertelnly has. ,  !:i the cr4 i;- 

ical ob,js!cPisx i r r  m y  programme of f%neocBn% dc?wn2ap;z~i?;: Y:; t(j < + v c , ~ ~ : > : ; ~ ;  ,;:I.:~~ 



,- . [A,--. ~ : i i r i  . :. > 4yasc?ges of 33" [ y  ~:;..;.~!~9 s::.;~~.: F 3 ;  i : -a f t5  and Cheques) 



$ciurcc: t p i % C rwri !I, G regnb-8 a??, ;&,,.,$&~$~y~-, al:~&erirAi.'er&~F~~~ 
PeXitfcs ci' Refosm and %i'i*dc?~:li:~atlcn [stanford: Stanford -,-,,..--%,,,,.w,,,*m- 2 -.,v.*-.-...-..%.. 
\jngvierslpf Press, 1969) , p ,  362 and A, Guha, "Ecannn%c 
bie*~~lcipri?ai.i e of WfgOianTstnr~ - 2 929-19&? Azsg,:2&g2&. 
~ t c t d h i s ,  6 [4.jr. Pippit !:3.65, a ,  h%Q, 
*-~b*-',".S. 

!31+!;323 saicufaead a:ro:l! seer$i$igfafg!'%anf i";.SE?S i t3 

;.'~~r~~,n;;,a~,,{,~$J~2~,~~o a?;d do! l n r J s ~ a r  1 I r?g rates 5 o 8fi.l.r~ 
aicwaatirjnai tntjss aiiiei~" Cargorat Fc~sr, t f ~ ; ~ ~ . - ~ , ~ ~ d . d . ~ ~ ~ : ~ - C _ ~ @ ~ ~ ~ X r  
1973 :Sat: f:rafl@isccj: $,m~r~es!s 5 n$eynarlcs$i14 $ $:Yestt%t?I?t. 

-.-%" 

Csrpo!rath:?r,, 162731 i 



,.. 
real dema!rd f i r : .  iilcwaey .,... ! 29; 2U 1 22; ~j.i-7~ ~FI'arts RIUS~. In the future be 

digecqred i.;:dtz~bjq i.,izj; a!:/ the 3etie.6 of ilnr'lief:?,ois but, more impartant 

>n $;%e Afqhsri I:r:n,;:,ext, a lso  t h e  waria8ice, 

F~~ ts5k yl;: i3 F - . . .  :,s&htbi71 S. BO nnde~s?:and t h e  factors ivhach have 

ranta-i butrii to thBs hi c ~ h  *:.aa:ab?c+i,. 'The roaj OP exogsnozs factor i lgalnst  

&:rckt X 2; is, i92ff ?c?sI&, blswugki certainly not ~rnpossibYa, to  tiltah: counter- 

ozt5 wg iwastirez: $ 5  F%ucY:u~~.Eox~B Bn B ~ P ~ C M I  Wra% G U P ~ L S ~ ~  ! ndeoda t h l s  % S  

~.raeice:l,:rly vie1 t ii %usrrirterl a t  %he present when, f ~ r  kixamp%e, the pt-%c@ 

:if' wheat ~ ! O : J P  $ 3  28,s 1"' emf- irx..rsr than 42: was a yesr ago arjd the price 

of ; g i l t t o n  L16,k par' cesr2t klgher 983-7, Altkctwyh the stablliaarUsn of  mead 

p s i ~ ~ ? s  F; a s i ~ d  ~o,.s,.np?icaled procass, grain prlces which are wch more 

isportawt 1 the cnee-of-jbvlng Bndcx can be stabi89sed to a consjdaraB6e 

extant tKroar53h icpea! of the? Aalti-HuardSng L8bi of 1346 (1967) and the im- 

:>ic:~nt:niaiEon of a Governmewe reserve S R O C ~  progaame, 

AErkoua!!., -, c ~ . : j r i c & i i t i ~ r a :  fiuc&trat%ons and seasonalDtles are probably .the 

riajot cause OF :$i?or~.-mn [up to 58 months) p r k e  P3trs:tustBons, f t  i s  slg- 

;i:i.ft r;afir a saXcu%ate4 see.Scr; of sxpseted %nf lat%aa, rataa which uses 

,? ?::eEgkted uwai~rge of Bnfiattsn over fo~ir'-yaar per3Fnds yFetds a standard 
"" .- 

cwr'.ak%i?ri a?? 6,!? (_ 27, ppo i3-85-J, Tks, even 8F agrisuft;u,!iai FBuctcaatFcns 

,.2cA:<i, . a . Y , ~ ,  t.,~ <re , -1: rnc>:,lrn:m a;" lr,6 to  tian standard dcvtaitfon of annuat Orrflagiun 



rates .:kt-z iii.ajo? cause %s %".I1 Po be d g ~ ~ o v e r e d ~  T h i s  % s u  i n  fact ,  

~ii(:oliL?Iec!? jl h a ' n g e s  $n *,he c'finey rapply, Between 3 3 i  (8952) and 8350 

4 the ej9en.~;~ -ck~cte-ysar lnltn-ease !ar the money ser~ck was 38-7 per 

:ei!t; the sjPaix:,;~i.d devlarlon of she 98 Q $ s P ; ~ v ~ ? ~ ! Q ~ ~ s  %s 2ga$, 

Re:rsesr8on nP the s!n?g?fis. r a ~ e t 8 m ~ h % p  

.ikere P t  f s  the th,-ee-year percentage rate a$ inB!at0m owor period t and 

N ,. . . r-E i $1 rne t!r-ee-yea? percer:t,age khes~gc i n  the money stock over kwdod 

. t - 3 ,  yxeids ';:he fa8 inwing resu4ts for  aha period 8338-58 (1952-42) : 

. 2  ~ , ; R Y c ~ ~  s,qlet$ $. cc,%59z and E = 6.877 i s  a d,%ghty o$gnBP!cant re8atto,ash#g, 

v,*eIO awes- thti 953.9 per cent corvFideraca 'IevaS, Thus, w e e  thrae-quartws 

<:f i:f.te sRran6~ !n t.he ,pr$ce level iSur8ang a three-year perrod 1s a&clo~%n%ed 

'.or by chtnngss % a  tkte fiioney st6%ke The deta used % n  t h i s  anatysfs are 

pz.esentePi Fn TotZe 49, There are h8gh st,j;aazdard deviaticjws for botch changes 

':n ?he mans*; stijzk and change% I n  the prDce !esse$ i'd, Table 12 presents 3 

s~>:!eci.~taat ikiaigea. ser ies .Fa>$ surrency and mney stock an an annuat bacis, 

' -  .,-- , ., -.;i averaljij. anslrna8 Fncresee 88: currency 9 &%rc~!aCio~?. sf 12,$ per cent, 

tile staficiarr:' cit.;e:Jat8a;.: 8:; 9-6,  P&F 1s t  for avesSs(?;s enn~e4 increase Fn 

chs money s~,rgp!y OF t DIG per eset eke standard dsv8ation is 1 $ c ? c  ?oth 



:!a":: tloney SWci* Purchasing Power Date 

! P;7rtty P r % ~ e  index 



Sodrcsl: I4aa1ey Stock - 3331-36 Pro% Ministry of Planning, S , u g  
Pn,;?ress, PJ$. lose and262-Gai (i<abu3 : Minist ry  of  Planning, .-...Aw-,, J- .. ----" --~--- 
I3!;ii,, t~C359 ;+nd 39uji, , Tab1 o Honey 7-3OS VoIun~ l 1 ; Teble 43, 

i3:17-$0 from ~rstem%~a%G,olzaU F%nancfaI S8aJBstic.s: 
,Jz[-&j~c?plt.~ pp0 223-29 and j&&raa% SonaB Fl n a n c x  
S t j ~ t E s t i c ~  26 ( 6 ) $  J K I M ~  %9$30 pp. &0-41, - *---"."-u 
Psi,rchsslrag Pwcr PasDey Prlee index - MM,.J, Fry, Has VelocBtg 
Zn AS.FsrAaaa~saarr Dean Cwnssitrat? (ICabu?: Uaprited States Agency .I*-..,II" ... - Y " W ~ ~ . " - - - . ~  
Fo!r :nt;>ra.tatlona! DeveBapnent, m8me0 ,  Mereh 8973), Table 4, 
$to 16, 



- 
..I Cc,c"sancy 6 al ELoeey Stock Pcrssntigga Pekcati tagc 

y i  i i l ~ ~ i t l E i ~ n  .. (821 CL-lange ! n Change fc; 
~ ; L ~ $ ' P C ~ R C ; . ~  Money St:or;l; 



$jot*: pirziu.r,-. ... ..z.-j-?icj~?ii-ns .?or i:'Y5-1329 ~ O C F L L ~ O V B U S ~  cash, l t c a n b e  
i i2s3t~:e~i  eh;ie ar~ts cml;; very arnaE3 during these years,; 

.. . 
2 33G-35 Fern2 P' ,?f s try of P lnasni ng , ~ k ~ & ~ ~ y ~ - ~ f , , ~ w g & r ~ ~ ~ 2 - ~ & ~ ~ , R  
1"" ?9;"52-@6 {t(att.r;iYt WiraisWy of Planning,, F858, ?P,as$ aird 2.4*:.:,.;:<*.. ",.'".* ..-,, "-"s,~~-, 
j ~ ~ $ i ; ) ,  *f*k($z ks i i sy .  ?-3i'l, Voiim i t : ,  Tabla S'y, p ,  18E, V6lw.e 6 V ;  
.* $ 3  A , , ,  P ', $ 6  peO,ppcp3yeay, 



Zsfk93 
2:,5LS6 
z:,aeu 
3,,14$ 
2,869 
2,8133 
3 6;'-7 i s .  1 9  



%%anda.;rd de;.!atSaa~s are mirrw?e8y high, Tatate 5.3 pray8de~ a c W ~ ~ B " % S M  

,..? 6 +s-, , ,  $ran,  Paklsban and Turkey, 

The q u z t i o r t  w h k h  nasu,t erFsc5 is: who was re?;pnsFb8a I'ar tltls erra t ic  

kj.?s.ha?aJogtr In the fiwite'.g slwtt? EBsewEsera, Et has bee8 shcpraa? that: the  gi.a?Piter 

part sf tht? ,Si!u~xr.ratJr;zts l r s  change% On the money sksppQy ara detennin9ned Bpi 

3 -. -* 

ct-iange.; in hig'iz-pwerad nmey L 24, p, 21-!. Ferrthemre, changes in  

pknls%%c seetar deb$ were found t o  Rave been even pare volatile t h a n  cbranges 

I ; a  hHgh-powwed nmney, as cart be seen i n  TabRe 84, Over the perlad 1338-59 

(i96O-73) ":i%e a*suraiJe annua9 Ea>crcmrs En high-pnv.s-,scd money was 1 1 , 3  per 

cent wet89 a f;.t.andard dev6atioo 0% 9,6, Over the ~81118 period the average 

anncsel Bncreae i n  pub4 %c seetor dmrestic debt was %8,8 per sent w i t h  ii sfam- 

dsrd deviatfnn of 28-8, The gssakar rar%ab$Igty OF changes %n public sector 

clcwres68@ debt than l n  hQgh-pawered craney 15 due ru c@myemsa%8ng changes Dn 

sretl%r extcrrdar! Isy Da Afghaa~9stan Bank to the 'prBvaea sector and changes Bn 

8 rs fo re .9~  ex~rhan~n, reserves, Uct reductions F n Coreigsn exi:lrsagiz resepves 

enabled pub"cae $actor dunxestfe deb$ lo Encrease by Afs 3, t6913, wh8 le  high.* 

pm:ei;ed ma?c?.y only  dncreased by Afs  6,lbt;2mU 

 eve^> tht,r: t h e  G ~ y r ? V S ? t w n X  S'lmrnsBal, sequR~ements have always taken prccedciiee 

cur.? a?r otLwr C O O S $ ~ ~ P ~ ~ $ C R S ~  !t. W T S U S ~ :  appear *ha,& the ext:i~eordSn~rily high  

3 kligh-po*wer m1riwf or the cash base $3 &fAaed hare as r:r:i-r::+,rr-, it? i:$ i-culs! 
and .vauBe cssh oF the urnerela! banks, 



8vssc:q; Artnxm'k e n  a 3rd i4uwey and Pr6g,ggS ---. %.2.".< _ Y , ~ : - - ~ . I * * _ Y ~ * _ l ; ~  .... ~."h..<U.t ........ ...... 

j p w & & l ~ g , g ~ t ~ ~ & ~ . ~ k ~ ~ ~ . ~ . ~ ~ + ~ ~ - ~ ~ ~ j ~ ~ & ~ &  

fParcenr.a5s> 

Money Stock 
fwza 



Detc 6 O t~l~-Pcl;.wrcd klosrey 
&:!:~c~; Percepltago 

At?; r11 Change 

Public Sector Debt 
C31anl;e 1 Percentage 

:~$s rn Change 

-1  3 -Y,3 
642 78,2 
567 38,8 

t ,3S! 36-3 
Z,?& $2-3 

-1  ,Of 'l -84,O 
-355 -5.3 
-7'15 -%2,3 

1,385 23.1 
-9i9 -14-5 

3,074 56-9 
6124 5 ; e O  

2,078 23,4 
717 6"s  

98,8 
28 .,8 



, . . ........, .!rjrietions i n  pui~i ic ;  ~ - , t c ~ o r  domestic kaarrow'ang has been ultfr;?3tely 

! e  for  the variauilY,t.j i n  the noney suppty, w%th Da AfghanPstan sank 

uZa+iii~p?,lng to ecrd part%aiiy swcceed8ng i n  dampen8ng thehe fluceuafDons through 

private seetar credit  and ;.c%orre po l ie lesc  

HSgh variasl~e i n  the ra te  o f  In f la t ion ,  caused by the extreme voPolati%Bty 

of pub l i c  sector domestgc &orswing, has been m e  fac tor  cont r tbut lng to 

f4nanclal stagnatQan, Om addatfan, tk r a t e  of 6nfiet8on Btsetf, which can 

also be attrfbuttsd go excessive pub1 ic sector dmest lc  b r r w l l n g ,  has sup- 

pressed fRnarrc8a'l devetopmant. Such borrmv$ng can be regarded as 3 taz on 

money holdings since thc inF!aBJon it has created reduced tkae rea l  waluc o f  

w e y  held, Plza! consequences o f  thEs tax an one of the most Bmgortant pra- 

ducts o f  the fBnanc3al scctor heve been succAnce8gr analysed by Shaw 4n eke 

f01So~Bng extract: 

Real money b.ali;nces can be r'egardod not merely as weat298 from Ebb 
stsndpoilnt o f  the money,*ilo8der but as social  wealth, deserwhrfng a 
place on the social  betlaace sheet w i  tR wealth Zn machf nes, Oween- 
tosies, sEruc:tures, plisltt?al resource endoimants and human sk i  $ 1  s, 
A f u l l y  rmnei:fzed ecor~omtc system carp ext ract  the hFyfrest y%e!d 
from t t s  protPuctEve cc~pac!%ies, tncomplete monettzation constrains 
product8vi t y  ,. Afghans sgan f s emonrg the least tonetlxed o f  econ- 
odes ,  yet t t  was puhlBc pol3cy ka $ax rmney marc sewerelgr than 
other f o r m  a ~ f  c.realtb0 Pint another %gay, Dt seems that po'l%ctes 
were pursued t o  ensure t h a t  Afgl8er13stao would remain a bar ter  soc- 
Bety+ 

Strong emphasis 3s due r;n the interdependence tpf i'tscat zrtd monetary 
policy. H weak ftscal t$FFo:o~t durlng 1341-1350 (l962-197%) fcrced 
Rfghan!stan t ( 3  tax ranay, ?n the  b e ~ r e e  t h e t  Flscat sav5nys are 
reduced By pr9ce-leuc3 infKation, eke esxar8cn o f  nmey can make the 
weak fiscal e. f fur t  v~oaltel' s t 3  l l ,  By the end of  t h i s  decade, Afghan- 
I s tan  teetered on the edge o f  a process that w ~ u l d  c9ose the Flow 
from both Flscal  and f inanciat  sources of savings to capital  ;form- 
aPf on and acor!omic deve!upment, 



pasiltany - r f j a ~ s w  53ac,jr s i i ~ f s P c j  fF'i;ri, ccav.-". .<., . . ,ark ,*..* c.; ' tl l i  a S ~ ~ - . J ~ , ; E  r4z~35(ip;r:c: 

po? 3r:fes and &ydeip?in?efi~ li?tcptc.eflC;ar$ rice i C : c  3 iwer.isne??;; ha.:k, yc:$: 

lacks n:3 te - j jsy i '~~ ,  POP,<::'% a r , d f ~ ~ .  ~ ' ~ ( $ ~ F . T o I ~ ! I , ( :  rat;: ) i;.:.~:: $;:;i:3 83 &f;~i:.zt:i:;.?,;, 

Elanic to elisure the mel~i'r:ai:a;~cs c.I: $ Zq\s?,r.;': ;:yA z , . ,  I : ,  : .  . , ,  * ,; ,,,. . i ~  , >z,!;,:<,? <.<,> ' . r .p; :&'-  .. " , . -> - 
m j o v  praliem a t  sonic ?k!it,:?,e !La<.,<; 

'TabIes $ 5  i &  ;:rl,y.:'j& ~~::?~,::~ f:.:.i 

-. 6 these 'two 8 r s t i  $ : ; > ? , 3 ~ r ; $ ~  t ;5e .: CG;.~L., . . , .  r :,-. ..-..,,. $:<::.. ..:- a 8:r .!Y .. ,, .. .,.... a. :.ir - t 



b
 

V
\ 

.m
 

,- L+\ 
.* m

 
,- !S 
n
 

- h
 

'%
 

.- 5
9

 

.* 
m

 
- lf
l 

5
 

c-.
 3 M - m

 
%

 
- N

 

3m 
- - a . ("3 - Q

 

%
 

- 

-C
B

;r
m

\a
 

m
m

L
R

0
-
 

;r 
us- 

N
"rn 





the twa benks, OF 5nterest %n the ia t ter  has been the steady 'Increase i n  

the dcpos8 'i.lassef ratio, the wi td ly  f l  uc"zaa28ng reserve/clippasi t ratio and 

f b e  appareitcc deetlne $0 the cr'e88fPasset ratfa, The iaeeov 2s not PW 

Fnfcr~~aeivo 869 ,th?zt large ~P(JFOP;QCLI? of 8ank MZl%!eos ioat15: 90 ta 59ms 

i o  wkYch Et has aajoo equity Entorects, 

There are aaary s8rnii te r f t ies  between Bank M %  8 Ole, Paskeany Tejasaty 

Bank and Da AfgkagsOan Denk, b~fid8iiy 8s ccncentraecd On the foreign 

trade sector,, ba'ai~chas are no mcqe tZam depos9t and coktect's'cn agencies, 

efk'icfency 85 !a< and, Bn cestaba Covernn~ne banks, carru9tlan has been 

ueipcrted, i s ?  genesa1, the cmmerclaW iaattks present a sorvy picture ca? 

stagnatinn, 



'The h8stoFy o f  spec8allsed banking in Afghanistan has been less thnn 

satfsfactory.  A new pertodo hwewer, s ta r ted  in 831~8 ( t 9 f 0 )  with the 

reconsti  w e %  on c ~ f  the former Agrieul%ui*e and Cottage I stdustries Yank 8 nto  

the new AglrOcul t u n !  ~evelopmerk Bank {fig~ank) w f  CR help 9rw1 the \larld 

Bank. There a m  several str8k8ng BIFFarrancas between Pke acttvt t ies of 

the AgrBeu.ultura1: Development Bank and aha clwnmercBar? banks, DerpOte the 

fac t  that %t Bs a Gavament  tnstit lat8un0 she A$Dsnk has sEnce the beginning 

o f  135% (March '1973) been opevaQ8ng under new personnel policies which take 

sans major depa~ptures from tho civil serwlee procedures previously followed, 

Pay scaies have been const tierabay ra!sed, %he cfwi 8 service grmtOoa system 

and el  ties e!mI !I shod and an BnccntVve scheme Sntraduced, 

The AgBacnk also dlfferci Fram the c c m r c t a i  banks tn  that 0t Es expanding 

sap8dly as can La s e e n  faom the data an TabOe 17, These f igures can also be 

ccmpased to 'cb:se OF tho Morrgegc aad Ei.trsi'~.oclton Bank gsven i n  Table '68, 

Recently, the Acg6ank has a6b8weiy sal5cite.j the pmctblewat8c jab o f  cdfsti-lb- 

erbDng cresdSt f o r  %s?rtg l tser purebases and has devised new wayi arid m a n s  to 

jncreaso tbe ps13baBsdiltgr o f  prompt cn9Scei:ortV 

The a~ceuat3ag psoecdu~'os u s d  h:: ?:;:a c?.g?$aamk differ frain tiroe 0;~' the: 

ccmesslal bsnks and thct Plo;*%g;$,> and Cw,:,.:r~~r,eFao Bank no:. ?:it:$ f i r  5 ,  5i3c.2 



Basets and LFrsbST P tYes of the A~Kcultura!  Dcreespment Rank, 1350 - l a  ~*-,..--.=-=.- ---. "--* ---.- ,"---,----.- *-.----.-. 
(i3i i F ions o f  Afghanis, End 05 Year Fggures) 

ASSETS 
Cash and BeyosFes 
Cka&ms Abroad 
Emes t 3 c Loans 
Par%%clpat8ons 
inveaior6es a i d  Lka~Ss 8 1 1  Trans3 t 
Other Assets 

LUABELPTlES 
Depas 8 ts 
Loans Fsm Gwverrrnient and [la Ar"ghanOstatc Oank 
f'aeelgh L.%ab$E?tBes 
fStRar !.iahFlts:aez: 
PaEd-up Cap% ta4 
Reserves and U;ndfsaii'buecd Prui l ts  

Source.: Acccaints D~?parrrwnt, P.grieu1tssral Ilevelopmnt Bank, 
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tha t  they are much w r e  accurate and are audited by extarwe9 audltars o f  

6ntarnat~onol reptit!:, bur also 6n the important fact that bad debts are 

wc~fitten o f f ,  No dahP 'in any of the otkor banks has ever been wtEttan off ,  

T h i s  a t w e  se?sbil%s ia  such d%sOort6an~ 3s ta make the balance sheets and 

p r o f i t  and loss staknmenbs alnrost maaningless, 

The HorPgagc end 6wsua~net6on @en& b s  so reduead the scope of I t s  

actEw%"bes that Ft 9s v i ~ t $ s a f ! y  defunct, A fed saa18 loans to Government 

employees are a13 that  are now made, 

Tbe Industr ial  Development Bank of AfghaaBstan ( ~ D R A )  establ tshed a f ter  

meoy yeayo of  plani;,ing arrd aiegottatIons En l35B if537733 has Just started 

apesatOorss and tropes to make lts f i r s t  loans i n  1352 (1973j, ilk the 

Agaauak, &he lDBW l a  maneged by a fasesgn nwnagemeslt team funded b y  the 

QMDP r! th the !$ot*lti Bank as axsceo:rng agcnclr, Unl %ke the AgRank, the 

dOBA i s  a pa-lvate corpukk%P!!on with 40 pep. cent rinre8gn  pa^-rleApatlon, iienk 

M f l f l e ,  Pastaianyc Tc:,lsi"ary Ban!< nard the Chambas of  Commerce Road anather h0 

per cent 0%: the! iiqtlbty, i n  's+latlon t o  the equ i ty  capita8 of A P s  240 mE&l%on, 

t h e  !EBA 3s to rc::?tfic an :::?rtrwits st!h'i:;dy f r ~ m  t h e  Gfsvsrnment i n  the form 

of s~ hfs 5$!! m;ttian i w n  a$ 2 par cent interi3;t w;t% rPp3yWmt QVer 

25 years, wh8'3b ~ ~ c % u d c s  a 10-year geeace por$od, from Da Afghan8stan 

Bank, The World Banlc, t'trrousi~ $DA, has provZded a $ 2 a5 l l fen 

8oaip to the G o L ' ~ F Y v ~ : ~ ? ~ &  1i.itl.z a 50-year renn, 13-year ga'a::e period, 



.. .> .:, 3 sep3'l.c~ C . ~ $ ; ? L . ~ J ~ :  Q : I : ~  0.i: ~t.~;ao;q~ai"i.~rs of a per &eat oat ehe amount 

!:iuPs&a?idB ng, Tiba '?st.arnme!nt, ;;n t;sfi, ? s  to @xeat?d foreign exchange 

to tk !CBA 8 2  r i j tcs nS: 5!: an@ 74 per ~ e r i t ,  tke former For relending at  

Geretgr~ eexk~swge :..crnt?c?~~&on 8"Dsk Bs tn cases aSb~t?e by P k  borrower. 

Laodiorg pel 8.-y tjz. 1 E kzjy 20 bi: c:ms-.ser#a8ive0 7taa expected return on 

88BR caplitat i n  ehz siac?re rnlar ;Is %?.-IS cent, The a?ma~ous effect 

b::h3or; ltas $cen r;::.tec! hy Show: 

. . . . df !<ha 1'384% scb:%vbe!:i a pcetPn1 k~ equal i?nBy en funds 
lerB %is1 Iy cam%! r:e& 2nd ears.; ripan them,, ei'?er a! Ew8 ng far 
expenses, s rektirtl o f  7 per  cent9 t he  7f4sId to  se~ckho!ders 

.,,. w i  2 f crtc.cieii I 8  p ~ i i  <:on$, , i iret. i :j ;?arc! t y scm;>aralst n w8 tla the  
y ~ s E O  to C:.isxpsyaTS a" 2 ; j i .  cent on 8a B@dnwa%f~~aml ~ a m k n 5  
?gab3 Szu L-lie -- $a:+?., 

1'' ,* i' 551, p<: ,.! <,,. .- 



Mat sn:y has the wiume of credit  measu~ad a t  constant prices which 

kss h e m  rec:c;F~ed by tSse pr % wake sector decf$a.~ec?cms 1 derabt y over the past 

mcoite B k>i?S the verger:{ aF ?.$anti has also csmtractad, Because of d0ff%cul- 

tFes c:xp:;r!i!nced Zxy ::he banks i n  ccr%9set%ng loass on maturtty, the types  o f  

r ~ i l a t c r $ : i  rkich ere i i i ~ w  aeceptebie against secured 1mns have been reduced, 

The dBfFi tu i i t ies To eod%eck!ng debts have heaa inentione8 in  several publl- 

~ ~ g f m ? f  

..* the banliz ass relluctant t o  widen the8 r range o f  borrowers 
or i-n a?r:tend credit Sac1 9 0t8er t o  trsdustry and agr%culture, 
a2~8n.g to E nad%q*.&.e psoPeceEon crwda~ exdst%ng % w s ,  
d 60,  p, lob-/ 
w. 

SEnce :he r 8 9 h ~ s ,  dut9es and ob%Bgat8ons o f  both borrower 
as~d Xelndes are not c lear ly  defined by 1 neither conmec-c%a! 
$ankzr!s as lenders nor the private sector as borrowers can 
be i:xp<:ct:ed to Put By nobz ?tze  the credit resources o f  t h e  
ee)ui:kP:{ lo wicn%erate economic development, 

I,, vg_j  
~ &. 

?ha B.ai:.ic o f  su,dtsbYs Paws as far exampfe a c%v% l code, credie 
S Q C ~ J F ~ ~ C Y  taws v a general barsk3ng Zaw and the &wxpar%ancad 
admTlhriI:i?raQ6we staff of the banks as wet1 as that of  the 
clt l ie:~~?~~a: cotmerc%8% courts makes Bt d%fPBcult for the banks 
to ,-" pt-c,iaoi:e i p e  Yef~dY t\g bus 8nt?~s 
i' 2 is, 8.-! - 



... the hsrtkZnrj BnstBtutSons have not been srrecessbul % n  
ef8str8but9-i$ and eo%tect!ny loans ,,,,,, The failure of the 
banking sy>t:snr Fn the distrkbutian and cot f action of loans 
Sii mostly tltre so p6mr rnenagewent, unt~c~.t~uo~-tIP8aess of 
$orr;m~ers and the use of bank credit FOP cansunptisn and 
r~-px.oduc:::$t.c pukpcfser;. 

45, p,  't<!,J 

7239 three ~ecurr ing px'ob%ams wh%& emerge from reports and %ntcrvtews 

vi.tsh ,he cianageras o i  credfk d6Spartmnfs in abt the banks are: 

?he toga% probierns appear PO arise frm t h e  8nf%ueace m e r s  continue 

a:ta hold o*~cpr eh:? dB:?posal of the&r collateral, slow and $n%PfieBent court 

proccdureri, t h e  pa1%%8cat and socla! %nFPuenec uP t h e  borrower, Fncompefont 

court oafficsks ;and cura"erption, Manageraeart problen~s arise Frm Inadequate 

tuaa"n8ng i n  audit and SnspectBon procedures for bank ernpioyrcs, nepotesm i i t  

pxxrwtfcs: a:ld J!qcompatence fin both branch iind head ofF!ces, S%mlBar  defect^ 

$;I eke bcr:.wtn,,3 Qns~8tsstBnns thernse3vas and in she c~sstams houses ccampountl 

";eese :$ii.?iclaEe'les. Pol%Piea% infXueace &as been exerted on state-awned 

f3nanci'sl %n%t%trttfnans to extend specific Iaams, 

'P:? ::':zkorSss d the specgal lsed Government-mad hanks wet 1 O l lustrate 

thti problem of %ast$tutforsa! 6endSng in AFghanPstan, One of the  major 



prt3& : ::;;:< !.ri$ k?;??, p o ~ ~ p 0 ~ i & m ' ; 6 ~ " d f  b'nteye~k and 1 nsPaPmnt  payments, Thei 

: . ..,,. : S!isd9r Fund was estab? '$shed at, the beg! nnRng af 1336 (1957) ? Y Y  t h  

R ~c;i?';?:i::: r ~ f  A f s  205nio By the en8 o f  8 %  E r s t  y e a r  Bt had l e n t  o u t  a lmos t  

... : k ":;$ ". 
I-L I :r;nds and thereafter "ceaseci to operate Po a l l  %ntents and purposes" 

..~. ,.." 
,i L ;, 3.. , ,  The Fund was later v~ound-up whew % % becane e v i d e n t  t h a t  

, . I,,::.i... ::.:t?:i r:t..:er be rapaid, The same f a t e  h a s  befal len a!! ehs  other 

,;:..*-,,! ,,....a.. 4.34 - '  i ~ d  haart&. T!?e AgrOeuttiiaal and Cottage i n d u s t r i e s  Baralo es tab! %shed 

i;; t333 <!53,5k) had e~xhalastert 8ba funds by '1337 (1358) : 

. a  .,. . . ~ w a i c i > $ P u r a $  i\ .. -.? Bank con t inuad  giving loans t i f f  the end of . ?.,..: 
-->,: -1s.are as many cF these Beans were not utilized On product!vtr 
r?nkrl-:x9sss and as tlze bank could not r e c o v e r  the major p a r t  of 
:&s ;cans and i n t e r e s t  ~f sax percant, a t  tast i t  decided to 
:;$or,:? -.. the .chsptea ~9f giving Ioans, 
,! .- 1:. p,. t2-a! 

EI?a p9r;tb8 tar  problem f a c e d  by t h e  Agr&cr~$ tural Bank Bn taklng land 

~ . : k i e c  a?. seetnrity 8s Hlguskrated i n  t h e  f o i % w % n g  passage on lending by 

42 ir:,sh znses t h e  ~ r d i n a r y  nm3d today w n s  no 'land, but orb t h e  
atbasz Aarjct o f t e n  %akas ! t  542 the so-ca11ed terms, This 
;iIea.rs t h a t ,  4gaBnr-k a usace-for-all payment i n  t h e  shape of a 
toan,  the nmad takes a d e f 8 n i t e  area o f  land as sscurilty, All 
r f g h z s  to the  lafwl belong to the lender, and as he neOthsr  can 
nav wBIl cw$ttvatc+ $P, EMS 8s l e f t  to an Mazara on o r d l n a r y  
tetranl: ,cortd%ftlons, i f  SsEamtc Isw 65 C o $ I w e d ,  the: b o r r ~ w e r  
f .!>,.. <. * , %,.. :,.. ,.!r?r imi;er nf the grcjasnd) must no"Lbe err~ployed as t e n a n t .  
{ ? .? 

"* 
' I . ; :; B< :33-.? .... 



Tlrtss, land can ondy be givm as mortgage %f % t  Fs then farmed by sarwme 

wkWt?r tYaa8.1 the cswner, 

"fke &@an:: and 'the $tortgage and Constructfon Bank have turned to thc 

G::we~i?itaen. to !iap@~rC: err! 8er,k$on, UntD 1 recently, the AgBankos lending 

22~!*39t0es were confanad te, t rac to r  and water ptmp Bmns to %srga Pamars, 

ii Or hm:.:.?ver, a t t m p & ~ n g  to extend a&b&v%ties, % t w l ! i  be d i s t r i b u t i n g  

crad3c t.ia gii'r;ugs$ o f  fawlers For Per"S.iSser purcha~es % n  1352 (1973) and Bs 

Fja,s.,I .rGny ?a btbd $0 :jlitislZ farcwrs u:?d~r B systcre o f  supervised cred9t On 

t h e  near future?, 8sr thils, B t  Bs seekfng assfstance f o r  supew8sion frm 

G?a;wh?s?nrna+tt ax,ds%e!ns!on servi'ces, PACCA, the Helimnd-Aagkandab VaiBey Author i ty 

{%ajbVA) an4 the catta'mri ~ampartdes, 

'The main yrrobars8e.aii Faced by the AgBank %n i t s  lending ac t iw%t ies  are 

QL;s~  gE.eaned firm & ~ 3  r e p o r t ~  of the AgBcrnlc i t s e l f :  

The i.kgBant: &n Qodlc~wOng genera! prlncEgs9es o f  iscrarktng and BPS own 

reguPat Bone CJWS not extend %oans. to borrowers who camot  meet certagn 

P ~ ? ~ ' s ~ ~ ~ ~ ~ w F : : s ~  As 8zC9dk8tyo the AgBank has accepted the foOBwOng Sbemss 



irrttw!,.:d!i2c :.ircf::r:.ty (!at.id, $ b p s ,  houses, etc,);  maltable property such 

as, sg.rtt;w5te.c?.a1 pieodu.czs, includlag arrlmal p~~rducts ,  caarebndtoe and bands; 

and gmi-ac te.25 frmn fS nauae5a% ins t i  tutlons end aqro-bus! nes% f 1 ~ m s ,  To 

saFeqr~,.ri"d 3 es :nan.i.., , tka Agaaarla, has gsncra 8 l y requB' red imavebla property 

es se.zaa'i b:-; f ~ n .  med8rens anct iong-tern loans, 

, ' lrie ?i"o::i!5Son of such securBty 8s st8 1% based on GewarnnaenP regu3at%ons 

~,ances~~%?<i  $asrantees wklch were pre;ndrod by thc N%asKatr'/ of Finsince and 

rat-$iged by ths Cabgnee, Tc mostgage losad, the owner swears Bn the presence 

of twa 8~i8tneiises .ti? a court of ia.4 (aalak~m-s-avjssyeq) that he % s  placfng a 

pzr%8cuisa pBmsce of h i s  !asad under RwrPSago against the toan whteh ts  being 

@rwo.$dr.,d '.!.:c Banko On d(~fauB%* the sank hati the right to s e t %  $h 

ct1artgey;ed p:~aj8zsty w8 tkout, recourse to  Ftjrthar gud&c$at pba%edares, 

in practirs, s ntmbsr of defects i n  this systeirm dms not encourage 

bmks to accept such ?jer;:ui-fey (wasiqa) far ttha FotSow%ng reasons: 

\ Slncs the cadastra! survey has not been c w % a t e d ,  the cretuel 

size snd riaturn af the sesur8ty 88 rswwrtaln. 

2 Enw~sact Bend regEsstrat9an results in uncertainty a$ ta whether 

the puestaesar sf Bhc title B s a  Qn fact the owner of the Bend, 

3 The ;i.wFe::u. 9% cs!sstwsry ~Sghts 2 0  d%,fPerent p r t o  07 the cowntiy 

r>ve;- ~sati?r use (haqaba) whl& 8 %  a major factor Sn deeem8atng 



i 1,oa?xi I~EZ e~tet~driad bn a:r.l:~;ar-ds:acc w16h I%!e ewni89t8atss ? a i d  out  !$a 

r::$iie gant!rap,t @sitl& i;~Pger the pro*#$ s %OPI OF aQ+:q<daee S~*CVF% t y  ? % 

ssqried LL!~ bstb: @i2,?r%5es,, Thri  s.~n~traet  3@d% 02.11: t h e  r8gkk.s dttd 

.".. 
dtitierr G?: S:aeh s ides ,  rne Cr:.mes-c%a! Law ~seabl4 s!ms t h a t  d$spt$ttr::. 

ar;i$'li.$g i'iaa su<;it ~:o)n$racLa $hataid be eakx,!n t n  k k ~  c!~$msrr;fal eo;r~Cs.. 

E?rw+s$:cr, aa a resu%t 04 vaf$d:us P P O ~ ~ ~ F I S ;  as FLFZ ncm-attst?da;:?ee 

~ ~ F $ O A I < ~ B ~  (3' f$h@ b&?@k% SFt,l:OBt?e$!EQI, C33TYt.rk3CPS ~ Q V U  LiOe b&%W P&Y!* 

sgu?red 8l.1 %tau c:asi:s'es, 7'&8rs, bC ~ e u r a e ~  crmtes ad&tBemaU prola$wm, 

2 The eR$aewce of c1'i!wrn8rsBa'I eemirts Qn, %:my parts of oh*. cr;nas@try $R  

" I  )I any was-? ~ s ~ k e s  regF:~trat8wn cf simi':iraefr %r+~sss~srrz , .  

:3 Weglst:~a"~esae d'epat,tfi~ent %wasa"yq) ew l~ea  obs ts6: .,8@9 pa.e~ag~t! r:g 

~p6@<?$ reg8 s t $ < a $ 8 0 1 ~ ~  



C The inhebirair:8 of thaa! ddsErZe;" r~frrse C':? buy :he $and through 

faar or canpas5 go!:,: 

2 'TI.%# B~,w~a:diste t>cigilsbui~a'ie are t'iet i n  a p;%Fk.icm f$mairaciat 9y t a  

$sy ,%he Yax? or they aBm wane $:a he lp  r;im bi$rr,%i~r,> 

.% 3?~d'jc8a3 i?t~$h!2,~'tg,;@s :.I$ ! 3 ty ;>i i t :3 :~?~ t.& s~cwrl  ty  ?a eke 4 

D:p,k e+!3 t!v>u~ $;kt? GOPISQPP~ of  the 1~31-rw~18r~ Evmt3 f f Y t B s $vans-5 

*_ ;,b ,. P L . ~  . rn t:e -;.he baszk, %be %Eat& wi; 2 Y naP !;a s;bte to Firanage the 

~ r c y p ~ ~ t y :  $:ha ostiab4ishmrkt OF a f~~na,g~il"i&nt 'team 8 %  Yw c~stly, 

$4 Loan e a ' l I e f ~ ~ 3 ~ ~ n  85 enohher area i n  !&!$c% the bank does n o t  

psssess any arthcxity and a t  present $815 Ts i;nde!r%s!ken by Govkrrl- 

iirenungs!nsO cis,, 'IRl s has crea.?.od n:ay add8 tf: oiuaj prwbbar~>s, 



Hedf u~bwteim ggok$n$ ;.,,re ge~len16 Yy g l v m  to Sartnw5 tu keip tfnsw;r buy 

kntnrrdgstc needs suck ns improved seeds, fert k '9 6ssr, c6sm8e~ll.i to cmbat 

., i n  #I .ac...ts, _ ,. .._ s:m';I ew3s, ar$KictB,?; snd ao help  eltrm improve r:h*!Xr marketFng, 

% n  these cesas, 4r~m.:sl~fe property 9s he ld  as se~urlty, 

6 Prepare9%,ion end d;;'s&s.$BiitSon sr" eredtb: for irrd8vfdtaal fcrmre 

@%eat;s;%3y axcecdis.ig c3 mi EI%on En nsmbev is s nmjoe prabiw~,  

2 Granting Ecrans eu, Pamers aga&ai%t zbe8r aijr?clsikural and 

asl2,mt p~?ocIucts 8s nod: pp.n&le.rra-~Frees iwth because ti% le~mpav- 

atzva sy!3tmn 1% PI& 6~ssz83nn and atso bpicause tb 6armrkef in9 

~y~tt71p: laas dwelopad, excepl for a fw &tans s w h  

as ausar beet and cotton, Ot'nemr~se tine sate  o f  agir!caj:%ure9 

p ~ ~ r f ~ r : t %  !B not ca~ntrcaiiled and Phe co3YectOon WB Roans is 

d$fC8culbc:  

3 Preparattl~m of p r ( m 8 ~ 8 ~ b ~  wtas  for niw%ga$as for ~I~art-tem 

Bmnsc ~ t ? ' d  ;also regPsB;rakBan of 4aie &ontrac'$$ iieBa%kd to thaoe 

bane to; the @ ~ @ P C $ . B L ? $  C O D I S ~ ~ S  create sank8 problms On that 

they mabs the dks'krijbut8~>r? &?f j ~ t l n s ~  $&!c$a are bacreas01sg day 

$8 &fI; %ip~ss8bx'e, Wo ~ ~ t f & ~ ~ & b " ~  i:er%~!84er wi ;:; be o@@dad 



by over %tab;f ami't9ion Fa~rners i .m the wx6 season, hl!tbirgla 

the MgaPasr iFert!B8sar Gmwaay has hem e%tab%%ahr~d tc sart%sfy 

the n&@d5 of fai%inlzr$. there are no$ emugh stcrsiaco~sljas through- 

o u t  6Ac cormtry ancd therefore ferr B f Sses cxnmt be d3 a t r l  butcd 

Wr: grtrsoot, t!a@ 0rnt.y art'tlized form of security 6s mrP%gage on i3nd0 

laend securlity 3s t % i k a $ l % ~ b < l  tbrou~h a legel act urret@'taken Bn tlte courts, 

A %~rtga3e  can 'laad can be givest only by a lemdemes, The Bank eDso accepts 

Band smrtgags of o peasoil anher t!-%I the IQctrrwero The procedure frwnluaad 

Ear gc6t%sr9 a ?end rmrccgage r;oirFtrm,sd by the  court fs t8me-coarsm%ng acad 

trasab!esa*te F'mm b,k~a securi.Vty docum2 ffnegfy issued by the court m .REr 

Bssses of the '+QaL.ala'8, w~idB~BcEa does not shag &he actua% status of wa?ersl?b&r, 

AgeSsnk cwnr.n& be cser$aFn O h 8  the Baad m v % g w  s b O & l d  w8B8 be a wailad 

s,.uaran%Qe, f v a n  t&ts..h psosecastgast enn be searead wgt9aaut any $3Zf%cra'$ty, 

8 @  @ls the desire osf &Bank that st*$ s%eoialld be taken to ralmgsllfy tkao 

Be93g dacumzn%s a~sd procedures 8nt@0I .~d  an order to gKve &MR~W enco~risp''. 

w n e :  &a $k(? fq3m!srs and +to enable AsBanfc expand Ats toan aa,%%vF$!cr, 



ric!rr:ta!, By resif! ti., 83: the ~3;trighbaur.5. '! reFt~.j%ng PO chmpIy3 2:i1!sImBng they ki3~0  

nc cash wgili laht e ,  P i ? i t t  t?!ey rrnaEsuteJr3 a @ad rc?.!'?wbff~n4hk'p W E  th the prc!s@nt 

;aridca;ner azQ tih;er;,aFn:.s dr:, oot b'dEret t o  t sk@ sway h i s  fanih,, and that $ 5  ca$:m 

~i? t :~@ B ne::%ghi?nur stgktn?d :the !mhla't:gag@ and  IS 85n51e ?!led, hH% he8rs a r e  rtraji 

bil l  E Zrrg ta fu f f ; i  ? !  th& crb'd tgrttotxs agreed %a by the decensed, I f  8 %  sz;O:xxlly 

c@>neri to ~1 lis2e 8 9 8s zlso v a y  sdg 'r'8cuEa For. an au%idat. ZB buy tk#% tar:.d. 

35 he "-dt 1 d e i 3 i : ~  d8 ffY G E ~ ~ ' E ! ~ s  !R FUGLITB ?*! ~h tjlt9 ~ ~ ~ ~ R B o w B ' B ~  Tila AgBankU% 

a-  edn,6r.~g ' a *  over $:bit? under tha pres~a~t .  V~S%P?ML would :add nave @>*~bBerm to t1w 

aZ?e;xdy au,!sting anel;, 

Fop f&se r(3escns m;~g:y Sank loaxus haw@ &en laag O I ~ ~ P ~ ? J S ~  %k?~'*b9 are 

4..1.Y ,..$dt,a ease.; ;vs.nS"nabBe In $ks B.*nk as p~w>%, 

e ~xls.rerelPy,., tsesf6es Band, Pac7zeic.s cia espror have anyth&ng else - such {s.~, 

L ' r ~ . w  .il,iuh mll*P %n ~.~:j:rlnpasl:es a i , " ~ ~ k n m n t a B  b3;901ds, w ~ c ~ ~ J % ~ B F !  race8 pts for +wds p&ec~ci 

$$.a s$iwa?n.frent :t"~v@l*6~~r.eS ,! qi&a$r%ia&a:~%$ @ ~ ~ a g ~ l ~ Q  f r m  ae9sak haw.kpv, offt$+s 

wa,re!$!a .. :.*!cri.;.i't$ , .. . - of yrog,t arruqh via8ta~ ~0 serve a:, r;<?:!:;v'$$:y &gf$ent<,, 
* *., in edri@i:%::>rr to  %ha rE$'?!ir8cn:':g$ej at~9~8rag frm ! j  ppw2edtape~ 8~ &@;&fiti 



lr-$8 s:$cu?i tir::;,, t h e  a&i:c.ra3 ilrrmi;.er of Bendsv8nsrf 2 ca a pas% t5en ta sb ta% IT 

tbssa ?iecurx pi as r .  ;it Jssid Br; w e ~ ?  B%riieed, the recr;c%n being that. onHy ~1 

en"iandty OF 9tsside.s~$!3?-~ has tf:~i. $and actatt16y ragtstetad i w  their  r a w s  and 

8;:kt:sef:we ~ a r ;  produce E~lnci f ; % t f ~ s ~  B r ;  IXiny cases, the Vand belongs to 

bc6ei'a9 r+.j::r!ise;s of a r",:mB :̂y wire have inher%red the land FFOL~? the%r father,  

g?~rrd%rither ,  ,at::, 1:) such cases, 1.r I ' : < J u ~ ~  t a b  the CSr41\98nC o f  a ? j  the 

fami l y  to pie lend tandea. mortgage, As exper'ionca? hes shown, rh8s i s  

aJso ;WPY fj4f.?F2t3ltO 

'i'ho cc!i,ectHen rare of short-term credits dfsbursad to cotton 

cxm;.sniiz:s, t8.a Pf$C'IC@A Gm~peraeSva, and 80 agro-bus%rrsss en&sspr%set; 

w % t A  rates i~twacm 90 rand 108 per cent gs sat%s%ac&ary, The 

co:%eetlor: sstrjs for asredits eweendod for Fert i l i sas ,  hm@vt?r, are 

nsk at  ; a t1  .~ahEaFnl;te~-y, For Oh&? ddHsburswa,ts of $3SIPB &%ck 

were $use en ttlzart 3 1353 up t o  H s t t  29, 1351, the average mtc 

cf tot%ectSran wee 63 per cent i n  the tv8~c)ie c@ut3tryB with vsr9at8cms 

4.8 ps.r cent Ba? i<ab::l Prcsvfatce 100 per cent 8n Banyan, 

I-, 
i : l e  reasm\. ,For 5:kBlj. b?wr 1"@4t~gt S S  %B?e %a:& She6 nct enough effpsrts 

..* ,. " '' % ,.,+ 23 2 ~ 5  LS.~,~; h;:?v@ hean :itarle as6 riare presstire s%brsu%d erne tram the RGW,> 



..". . . . , . ~ , , r : f ~ ~ ~ . a  . j * , . +' .-.% ratas o? AgTf~ijfb 05 i:nLfp$di!aj % o @ R ~  at'@ ;!$so ~ Q I :  

1 %  the B f  inst w3r.h? iiruiitl3s o f  i351, for 8nstance, the 

::?..;~>*j%t,!< ia:.e i.,f ?i;$?disrrfi-tt<r\a; loans fat 3 6 3 ~ 1  6112 In that ~ r j a $  we$ 

A>?. 

ri,! ;y ,. .,.' . ~ a$!:? ceo:., 'Tire 3nass eoi 3cr:ted ttd?eai p,%rey F@B F due are 

>: :.:, .+..y.7q ,,,a.s c.''.:t~e,.* , -. ~ t.cl 1 to  &he C~SXC:~O?-J of : '%of RS . r3,~ard~~e'~ where the col !ecePon 

2 2s ; : Yihe d9f;ffcir%t8es AyBaxlk 8s: having with the 

:;q.c,'[,fr,t of si!;:~;i.'2t$o.~; a;;. d,:rsci.tbed t.twy<? resuga an farfiwj-s knqy#j.sa%ng 

. y i%a$, pvar?&?r:ia6toi? c;n Bad tiartgage*: 8 %  more or e f ru8 tFotisa 

.. : ,  .,.,,!. , + . I ,  'a".A AbdSs$axl;:jl $y ,  F f :  as wSde8y i!cnwn tihat the Gover-nt 

. l:llt 9,+$t:e ;a , > e l ~ ~ t ~  p~: i t f t6~*!9  Bri eAs collect80fi of Fert8Z8sei- 

;:,?.&J ,:; -i'r.*g, . .. --.., . -&..  t.,r;h "! ?y tias s8ds-cPFmc%"; oi: WgBar;!ics c a t  9act8cns,'~ 



\!3~.7ij::~ a::$a,qtr$~; at; debt COBI~CB~X~~ have been made by tQi@ Mortgage and 

Coast,z!rr,tl~n i i n k  bt3t 50 f a r  kritkcaat sbtczass, The Bonk reeetved IBtPIe 

heBp .F?ma s:?ss I:InPst~3,  of the Bnterloe t1b8eh mrety Osswd s8~imonses on 

drnfsatiters but J $ d  riot Pac81S.iate the sa%e of the property, The resule was 

fbrst W>r~a iw"s  456 riot bother to  hoepray &heir debt.;, La 13&8 (89691, the 

S!ijsra'i.a Cnurtc% l of t h e  Bank detarm%ned to take act%on by w r l t l n g  to  aY % rke 

defatt%%er$ iiemas~d$ng rspayiiieslt wtthtn a month, Msn-cemgsiBence w u l d  reruBr 

9 .  tin setzitre and sate asP i:he8r property by 2% Law Department of Kabul ?r~v&ncr; .  

FuP.~ ,~ I~FIF ,~ )Ts , ,  t,he Cra~?nr;BE deegded to hXra a lawyer for e spaclffc period, 

D-.fauStCng b.arr<.wer~ were info$-ma?$ OF these do~%sBons but no other action 

~ 6 ~ s  taLtem a i d  t h e  ptx+bltxn reemYned anchanged L-48-7, 

I+Z>~S 3gagt.r h t~ i ig" l t  t~ ttqe attentCan of the sharet~olderrp, The cwaunded 

&nte;est ran Q I C I ~ P ~  Xea~as had reached a Bevel a t  v h k e h  tka debt exceeded the 

ve$se o f  s b  nmregaged propartgr, When soles had been a t t w t a d  tb%rd parties 

e8s%ixed spt gn$:erest On the property and so prevented the sales, A f u s t b r  

profalea vwiss ci-eat& % n  9$9 [ i970) when ti?* Csbtnet approved is mot Ben pro- 

kt5bBt1:ng xhs Bask frms i~aEd$rrg $ha t8t$es (!i&&) of mrtgaa$asd proprty, 



&gal" 6~ the Annu:::. . .  ... i I J:PJ I i ti -, c(il.tTi$deL.Qb~C. i : t . ; : 2 ; : $ g t ! ;  j?. 

paFd 60 cclBa~c%lon prr;.i:!ii~..:.. , : '" *,* .:=.. i' f ~ ; f * ; :~ ,~$ -y  Cw;y*$ <a,?< pa;!",$ $<: ;:?>y;:> 

and Comrm~n8&aLEcans laad ti;* G~&". pcs>b]cns a+sd %.ac:( .it r+cte-; $ 

to farce the sake of  r'g~OpePt,'i En;r,;r;ijate&, %,& , - f , B -  , ..p. P9:sant*g::.rze . ,,*..a 

frm! Bani; were asst , p i r , 3  : t:,;cf.t o j f  .iii $he Foi !ee$Ban Deparci.!ne%E, at' $!Fir: 

Mln6srrp of @hat Bnfeki~z:' ...... ? 2 -  ' 2  ?-- ... i?i;'orl R i t s t r u ~ ~ e d  E.:) cud f oc C. 

Bank" ouaseattdlndlrtg iw:.;,.: 1.y C@..h$r.a% iPecPec 962 t.ihi ch ?ere1 v+:$ tf?t3 ;tr~?"y.a$ 

s:tr -. Agsn~ag in Jeuxa f3b5 [l$2;:.;*.J,i;:.i-t> S L C ~ n ]  32 tied riwde no seeps 1.i. .> e sar$js. :xi; .  

. ". $has# $pssorttet5ons and %,P;XT;C: 4i:i;9tg5 t y  55 &CB f ngcs-nt{on of :he Bdc?'&~; 

..A w $  $:i- regard the #-asp;;..:. ;:;: ; "it; .?at' S L + ! ~  iip?~ailetl T:n es $ $.;, :KO P i c . '  l.,.. 

mertkargc CaaanO t tee aga3ri 

5$pje4.i', rh0 Bank -;.s $.&- )I!i:is::er' uF Finance ;$nd SFiea~ the i;.;ih;e2;. - 
ser;cs $98 $h na one wt8Qzlinr: %. .I;;* :;:+:;:,~iir,? rr;sj;sneii!:&$ i l t,y For debt cai iec t lo t i  :.., . .a 1 '  d.,,! ' 0 

Ttzc c m ~ e r c $ a ?  banks r ; ; w  a ;so sufBrsed f~o i i i  excess8 ve lcran deu'iic;'i r-5, 

6n parg%cu!aw, PasisRa~~y ' i ~ 3  J s:li:ty iiank ires v:i i7ti?a: i y  exkausteil t 25  resoi.a;.ces ,: 

faces a scsSclur $Bclu!&Ft:.y p-d.,hi*;r;; aiid i s  a+s:~gn8c.e:l to be in  a b;'?f$~i:$$. 

li' p~sit3isn as 21 a@su%Q 05 .;::!:: ',a;.g.: iii;i?!;ep of iear~  d e f a u 8 . i . ~ ~  .:ve crse ~ w ~ : g a ~ ~  

. ~ bank, Bank MIBT!e, puk:stra.i \.I!.; ::ixai:fotis ?aiictsrrg po38cEss and bas not or.:.ysrcded 



i ts 2c~: : . ,~ ; t ( e s  ~y an) sign! %he past twenty ~ e ( i r ~ ~  Apart 

- h :re.$; :-.-.- g ~ e e e y l ~  er:!t!3 irsnl-:.:;, r:c.,:! . ~ I  " :,; Vunds are used to ffnance I t s  

rpi~l i:$~,x.,-r+.n$ cs. ';:he &:ii; 3;,2 ..: < f ixi ,  as seen by the bank8ag 

f;-a~:. t i ;  ,ty, appr-,&!s a::: 

-.::-?:!iI?.P.!r~g of shares 6n a 

;...::I l e v  or ?@a% estate 

+ ,-:<tended i n  a f a  cstses, 

-. , . .. 
s i  i i % ; i ~ m g ,  i ~ : ~ < ! x  lxs 21rc extended as a result 

. . 
i z ~ y % !  r..:z *. ,A.= , .~ ~.~ .,--: ..+:.> ,9,.,t.i',  ; <,'...' , 

, .  . . . .  . - . .. .. :5;-.ottnes b8 : 3 s o f  axchange 

;, .. < j<w! ~# '., , ~ ' . ~  ... ar4. t . .  .... i?, ::  ilcences can be c; ih-J 

i f tli$;; , , ,...., 

:$ + 3 . .  . :  . .. . . :, . . , After negotl atb i:,i 

. *yi(:~~;" ' '  i., 



. I  . , ~ f T ~ p ~ ~ ~ ~ ~ . ~ g  y, !.::L? $:+:4?,?. ,'j+:*t;~;.;.- 'j.:. the :~&CDSYBT)~ $wcw^i*B~ 

. rrrFs ~ e e n  pas!;its:io ~21 c~;;~i;c:~!b $ ~2::. tfre jcsdicdaulg d i s t r Z % ~ t f ~ n  

c!: r t . ln~fu~@#y c ~ i i ? . ~ !  3 ssl<?.i !dCaers gmi9s are h<:Id tap 

a lt Z ~ ~ E A ~ E ,  b ~ t ~ i : ~ ~  .ti:a.:. i i :~  :that no f $xed p u r Z ~ !  f~ 

..:;wcgfi,<.d E - 
a.. - - * z l  ~ Z > I  j 2;;d ;:$ :, i :;F v&ich they hecem tEae 

r,~op+i*blj c ~ f  $;;I.*; k,;t~*?;~ etleans ox8sC conccsnfng 

'.-,nfiq : .. \- g + f t~r  Q>:{M~?.::~> 

:.I -kc ..... ;:$:rbt-!?o~,,er rtf 1 l epplars t3 

., , ..!. .,.+;, ,. , ~4 f i  C Q ~ , : ~ Q I  I:?,~!;? ?;,?:! ~:~lI?atzraE. Thus, ha nay 

; ;ii- $52 .Jp,t, :> $-&: t> :c: ~;.~,;, 

.~ 8 P , -4.1, , .!:;$' : t . .  5 ;  ; ' ..,, ~- . ~. . . , i ; ! :  HV;Y 3 1 i e  tias :iisrnn?Fnrme$ 

: .$< .5: .A,~; <T,r. .. ?..,,. A .r. w -  . J A e  ,,,. :?.,: ;:; ;;+4ci and jeii>eLie;y. \!here 

........... ~ ~ , ~ & ~ ~ r . .  -,'s;v 
, tz . ,  i+$sa&Itlvm ZrrdBea?,ir:g thii 

; :;.> *r3c; tfl::-,; .: ;;,:;. , , , , ' , .  . ,. . r .  . , , ' ~ ~ ~ ;  .&he &sr@Ro"!;.: , .,.:.r.,<$. 
. . . . . . . . . .  ',..?,,i, .,- ,>:!, : . I ' . , - , .  . . .  t . 1 . .:i>;eyjg of &f3d$ :, . , 

. . . .  :. ;:irejr do ax? st ,  i i . 1  .: 

. . . . . . .  ..:;oii by E"., . . .  ~~ .: . . 

. . ; . ., .% 
, .c.c.! $ 3 ~  ;s~:f < . .< 

. . . . - . . . . . . .  . . .  . . . .I: . .". . . . . . . . .  . . ..>- rn 1.; : .. 

. . . . . . . .  . . . . . . . . . . . .  * .:. , , . . ,  , . . . . . . . . . .  ? .., . . 

. . . . . . .  
i 1 Z.1.' ~ , < ,  -..: >; : .>;. :;:, . ~ ,,, 



In tlari r,$$,@ of ua-tse~irg,:~: ;o?j-,s, !;> ;;!,ac:i:?,: t !< t . :: 'v:. 

, . . y j ; , , ?S 3 :  . : , , 'rhf:r<? 

ajrc. app3wentP.y no ctess. pro*iiisloas for segerrie of p$opei;ty 2 s  ex- 

g*.asaprliat80n of soi8at:e.ra'; 03 %!-* defzw%s uC: a :s;,~5*cwex., 

Be cie~inot, ::%.i.raver, is,. t.onc!:;::t:d t i rnc  a:.! 'i ri:c? :;yi$lxleci*. .. 1 ! j . , . . , : : i f i 5 j  j : j $ ,  

. . Hram bad 3ra.gs ;;ski: lecjal pra;rtices, T ~ G  bank:; Ci-.i!i:c!,i?ec; .;k.tr i tr; 1vm7 8naera; 

3 :  ! .  : . , . *fi;,.<. ,.Ju ,, <::,.., .., , <~::<c+xilp: t>$  7 % -  

Z.!.,? <+.:;* tj.$! :!-o; ,.:;i:t<: :<;, 1 -  ti:: .,.. .,,.., 2, pt  ..?!.c? <.,, I,.,:,..-; .. , ....... ..... <.,; 3 ;  ?,*ii7t..?iJ $0 i/i,..,iSz,. hi) 

~ltrepcrty:.  l ack  OF erycrdgsr: o f t e n  i i ;~;ul  Z ;  8n finance isc; ziy 9r:ivX clad iioirrii:- 

% n g i y  for I.ilgt:crr e is i i  Foselyr ;,r;;<fe), P ; ;  , i:i zbq, 

;!?iid:ny ast:Ivb t f  cs cr; t\:s ,,,; ... 1 ; : . . ifte 

;cdustf;a$ C:cJie FG"d ; z 6 ! i f .  c!;.: . $ , ,  . . i , .  , . . .  , , . 7  .... L.,. :1...,, . < , , > :  :, . . .  6.. ; e .  ?~.:~..~~:<.c;:'J ,,-fiyt . .. 

. r tk . . , - . . . j5 .  ..; .,,. . o f  ':-v.~+ +.+..... ; bi?n.king i-ii'act%::a:,; 



Law for  ser:rrrErzg bank loans 

B P,egSsara!aTscm O f P 1 m  for legal regEshrat6aaa o f  a l l  bank loans 

,,. 
i:, O.egoF pswBsDrrris for !$err on crops 

.- ? t.eqal p:w$ft;ltzns far loans agatnst %&%em o f  csedlt 

ti Gnd;astr2i s%!wey 

:E kegs! ps;ovIzEnns for a1 8 Fineneiat Onstrtinients 

9 Detab 8 r t l  8egiaiar;~nn concerning the ab-scrIra6:e T &  &IIS w e r  and 

~ e l z e ~ s e  8fii$tai.is under Back se~anrbky 0ornYy against a $  k necessary 

r"uciraeraf:s anti a ,tPfl!r;. per:cad a f te r  vfoich goads JPecome the 

p i a p e r ~ y  of Plte ban%; 

4 %pv:ct?f6cetEoa of b! toasas f a r  bartep !nipor85 should be secured 

Daa,~r.,%"LcB ~egu$ i ; tB~:~s  C I W I G @ P R ! ~ ' ~ ~  repa$nnent o f  loans f o r  exports 

Q Detal &~i! raguJal:ia~~s ~ancernAr~g toan repaymnt En cases of: 

bac?iksss$~r;cg' 

$ 9e;taaF ?.%:I rrgu2atXot1s obf iigiwg courts ko se&ze property Ew eases 

(:..r &;'f*.$t"ae 



The pvesent Cmierc8a! Law enacted Yn 13% (19559 cwtains prov8sions 

an aagntBable instruments, secur8ty interests, etc, The Law Btsel f is 

defective i n  a nmtber of Braportant respects, For example, the use of 

cheques has not developed because there are no penatties speclffed for 

wri68ng a ckaque agatnst %nsufficKemr funds, Nowever, the bas%c prov%slons 

for nego&iab%lk%y e x i s t ,  yet no negotiable fnserumsnts c%rcuSaae in Afghanm 

Bstan, The season for Yhes 8s siniply that v%rtually no one knows the 

Co~ranercKaO LGW - certirgnly no one wnrkang 861 and wStk the commercial courts. 

There, cases arc? decided on elementary grlrrciples of fa%rness, Shereat law 

end the w!nlns of the judge, No one En the Cowernment, the JudBc8at-y or the 

tegaj profession ~wtderstands, for example, that &he key to negot%ab%%&ty 

t i es  En the prov8sBon ehst a tsaoasfesae af  an Jnstrumnt can receKve better 

rlghts  than h4s transferor, To 8l8usteate tba8s, the bl8n9stry of Finance 

has recently decl~led to take e fora8g~: e,uciaae?ge. dealer to court %n a case of 

disputed payment, Tfze dealer Bs betrug inua3ved soleiy because he cashed an 

endorsed cheque by which the payment was made, This also Bllustrates the 

po%n% Ohat more thaa Just a change On $he iaw is requBred, 



V l l l  Non-Bank FHnai81c8aB Bostttut ions 

L i t t l e  space need be devoted t o  bfghan%stanDs nan-bank f inanc ia l  

Knst'itutFons since %he s ize o f  t he t r  operattons i s  i ns lgn i f l can t ,  it. Os 

l iurpris%ng, h>wever, &a f % n d  both Bnsu~ance and cmperat%ve a c t i v i t i e s  so 

aliOe~ & a  a tnsd8ng and agriculturally based economy, Gross insurance prmlumo 

to ta t  l i n g  uad~?t= Afs 150m % n  1350 ( ig??) ,  as can be seen % n  Table 19, are swat l 

% n  compar8son t o  a money stock o f  Afs 8,759111 and an est%matad GNP o f  Afs 83,44Om 

f a r  the same:pear~-25~ Estimate C,, Table 6, po  20-7, The r a t i o o f  insurance 

premluins %a Gi4P o f  under 0.2 per cent em IPe canpared w i t h  ra t%os f o r  14 

developed sott1ttr8es shown i n  Table 26 below, Insurance bus%ness, tfke bank 

business, % a  no t  solicited i n  Afghanistan, 

i n  terns o f  lnwest8ble funds, 8nsuraace supplles a % w s t  noth8ng. Ne%ther 

of the aysncKars makes any investments On Afghanistan and the Afghan !nsurance 

Company holds m s t  o f  86s funds abroad, It has, however, en equi ty  in te res t  

o f  a b u t  Afs llm i n  the CAM (Coca-Coia) Cempany o f  Afghanistan and a n m l n a i  

hoBd6ng i n  tho inter-Cont%nente! Hotel. The main problem of invest8ng 'in 

Afghan$ stan 6:; aga8n the lack o f  securfty. The Afghan Insurance Company 

apperesrtly hart a majar task %n persuading the CAM C q a n y  t o  take out  f t r e  

insurance on 1 pYarit, 



Gross Insurance Prm- - 
fM B%bns of Afghanis) 

I ; ~ t n ~ c e z  #o.fomat%oa, psovtded by each Bnsurahce institbittort 



TABLE 20 
- - - e n  

~ ~ ~ $ 5 ~ C , p r n 6  urns as arb PercenP;i&g. bP Grass 

%at$asseB P ~ o & L ~ c %  fn F I J U P S ~ ~ ~ ~ &  Cmntrles,, 
A,,,,,m.~r;-~~- 

(Percentages) 

Uni &e$ States 
P.useb-alBa 
Nt%t Zealatad 
Br%taFn 
klol land 
Sw;%zerland 
Canada 
5 ,  Africa 
Ge r m m y  
Japan 
5 9e,Bis~&d. 
Dsglmarrk 
5dedea 
France 



The $acic 06 80B+$.C!§'t It? end undersBandEng o f  Ewljr~ranca 3s almast patho- 

bogleal In  ,i:FghaoFstasr, Property, whether' o~ner-accug5ed or rented out, 

1s vErbual3y a l l  run&nsussd end ice% wehisls m e e s  teak9 out an? cover, Bt 

6s s e s ~ p ~ i ~ i n y  to Bfnd @F.&TepreReUkS, s o p h J ~ P $ ~ ~ t t i d  Q n  many 0 t h -  aspects 05 

wlsk'ch ap.coirc;ts for by Fat- t i y e  Sargie;rsg  proper!:!^^^, I S  Peken ouQgrudgfng"; a t  

the banksg %nsJsts?~?ce before export GS' impost loans can be reczeXvec!, A5 

98 there i s  adeqcsrate cumpek$$ion asmng the insuaors 8 0  a partliculae 
cmunii ty or coa:Hrtry, the insurance cmxpan8es w% i l hi  r e  and train 
salesmrsn wkm thcixselt~et; i d 1 1  do the job o f  edf~cating the po&eraP%a! 
82susai.tce bu:~er. 
i 590 13. 65.J -. 

The Pe!?,gon Fund reeetves about b3 par c e n t  434 i t s  annual %ncam faan 

gaywants made by e%v98 servants 'in the form of 3 per cant o f  thegr sa ia r le$ ,  

eh:: f8ast  nsni;hOs seiary 3ncrei&+sat $Pear promotion and any dcdu%&!ons Froii! 

e$~n-proF8g: seeking, e,go equHty ho!d%ngs In  the AASgkae~ Bnsusaace Gapany, 

the Mortgage and ConstrezeQlon Bank, PasRtsny Tejesaty Bank and other Eower81- 

ment errterprtscs, 0 %  can hei-diy be considered at8 a t t r a c t # v e  sav8wgs outiet 

hc e$vTd servants, even n d t t n  the 57 per cent dlr'ect Government contrObutBow, 

..~. ,,:a returrr i l l  pe:*haps 6 per cent 8n tEre 8nr'lakEo$>a?y env$~amri,-n&. of the past 



two decades Ilmp9Ses that  the re tu rn  t o  c8vEt servants i s  !ow In rea l  terms 

despl t e  the 8ei;overnmentas contr8 but iota. 

The Baghlan and Kohdaman coopratSves are small p i  lo t  projects (cover9 ng 

j u s t  over 1,000 farmers as. present) designed t o  be models, O f  successfu9, 

for Government agrtcultura! cooperative projects a t  a l a t e r  date, The 

success o f  the experiment so f a r  has been due to the fac t  that  it takes the 

form o f  an "lBntlegrated operation supplying c rcd l t ,  tachn%coB assfstance and - - 
markeflng atlv8ce" l 5 3 ,  p, 8Go The overa l l  in terna l  ra te  o f  re turn on 

e f f o r t s  t o  imp~ove vine y ie tds has been around 33 per cent, Credi t  for a 

e8zable par{: o f  the necessary i nves twn t  has been supplied by the AgDank a t  

an Zntereot rate of  10 per cent, 

Despfee fa~caurab%e r&su%Ps, the poss%b8e extensIan o f  an agrPcultwra8 . 
ceoporaP8ve movcnrenb 4s probably rather a long way o f f ,  PACCA has e n e ~ n t c r c -  

serious BmpedPments Sn wrkFng both w%th the f a r m r s  end the Government, The 

'i ntroductlon of  cooperat Eves throughout Afghanistan wO 1 l requl r e  noe only e 

far greater comm8tment than previous Gowrr#nents have s h i n  i n  thils f i e l d  but 

also a bu8 Id-up (PP we0 1-trained and hSgh9y m t % v e t s d  extensOon agents before 

any proZgr8rme o f  fhRs kind could be ilaunched, Hopefully, th%s w i t !  be en 

area of  part8carlar tmcem t o  the new Repubtieen Government, 



The pfctlake OF kfgkaniisaa~g~s fgnansifal tcn~ei%ue!ons presented ahwe 

'is nor wne wBrfcR G ~ O  be viewed r.r%tlp co~nptacewy, 'TRsw farces have 

comb3nc.d to prevent the de*fe!agrment of a sound, eFPicient BBnarpclal sector, 

namely, tho exterm3 enw8 sonwnt, the Gowernmente arrd the hankers tkernsel wes 

The w t e ~ n a t  enwIrwmefl% bas i&em urtfi~.wolarrzltJo Oa Binancia! devetopwrrt 

because QB the alrsenm o f  cce?lcoerc4al ic~dars, busaness c%h8cs, wealth, etc, ,  

and E ~ + I  @x4sterac of  a s'evwng rel8glBaus i;ntagon8sm to interest, Tho 

Government has created an unfavourable env%ronmeat by Its 5nfIatianas)s 

and h!gEa9y var!ia$!e dc??arnds sn the finencia: sector !to the Form of publEc 

sector da3estBc ~ O T B D B N ~ I ~ ~  F C ~ U I  k-em@ntsU Ti311 bankers Rave done 16erie to  

d a ~ e i o p  am effEcEers8 Sal~kBng system through %ralnln?$ programas, etc., 

but hawe snsta f aed B nstcad uncumpetB 97 we market cundi e jnns by means of sn 

Ee?~erEockE:ly, nae@t.~rlt o f  oumcrshlp and control. 

"B+r.dard~ &he end of $358 Bt973j, i.' F4~..snc%aS Develop%ea?t Committee 

was established art t h e  EfIstfstry of FBnnt~ce, Bt was gBw@n a wfde  brsef 

80 prepare and %rnp$a.mc?nt a progsavmie a? fO nancb a$ delit?lwp~ne&'tt and reform, 

*.* tne most usgent measttras v:.?ore pinpointed; they !ncXrrdad ban:;Zilg ?@g7s- 

Fation and revis&cn of the cmmarc9a9 ? k:-aknlng i;i!ctd$e and lot~~er !eve! 
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