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Cooperative develop nt in Afghanistan is in its infancy. Because of
the cultural insulation of the extended family, the intricacies of tribal
relationships the individualiem of Afghans and a succession of
failures in the past, prospects for a substantial cooperative movement
app ar to be doubtful,

evertheless, international, regional and third country donors and
lenders continue to manifest interest in the establishment of
cooperatives for various purposes, It seemed timely, therefore, for
USAID/A to explore the present climate and future prospects for
cooperative development, Mr, Maddock, ho has a wealth of
experience in this field, was invited to Afghanistan for a short ex-
ploratory review. The attached report surnmarizes his findings,

While mindful of the many difficulties that would be entailed,

Mr. Maddock is far from pessimistic about the possibilities of at

least laying the groundwork for cooperative development, He proceeds
on the assumption that institutions geared to the economic needs of
Afghan farmers -- whether called cooperatives, associations,

socie ies or any other accepiable nomenclature - must somehow be
devised to fill the near-vacuum in effective local organization that

now exists,
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He cites the need for appropriate legislation, of developing rural
leadership, of mounting a capital mobilization program (mentioning
credit unions as e device that has been successful in a number of
other countries), and among oiher things the desirability of
-exposing Afghan technicians to cooperative activities in other
countries. ' :

Mr, Maddock's report provides valuable guidelines for possible
future USAID/A involvement in the creation and support of
. cooperatives, : ; ; :
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I,

SU 4 iARY

A,

Bo

C.

D,

G

There is no cooperative statute in Afghanistan at present
Some legislation is under consideration but progress seems
to be very slow, A suitable cooperative statute is an
essential umbrella under which cooperatives can be organized
and g . An authorizing la , hoiever, will not necessarily
inspire sound cooperative de elopment. Cooperative
activitiec aud - undertakings might ell be in on an
informal basis,

United Nations organizations such as I.L.0, and §.A.0. have
for several yeers encouraged cooperative activities and
cooperative legislation,

Afghanistan established an Agricultural and Cottage Industries
Bank in 1954, hich was rechartered in 1970 as the gricultural
Development ank (AGBAN ), The IPRD has recently made a loan
to the AGBANK for mechanized agricultural equipment, The
AGBANK, through its 9 branches, is distributing this equipment
on credit terms to individual farmers, All loans must be
considered and acted upon in the headguarters offic in Kabul,

Collateral lien (mortgage) laws arc not effective and d -
spread institutional agricultural credit the fore is limited
and very difficult, In sone countries an agricultural credit
program; crop production (short term) and medium term lending
hes been established on s reasonably successful basis without
reliance upon legal mortgages.

Several typas of informal cooperative activity are toking
place, such as the Progrsm on Agricultural Credit snd
Cooperatives in Af-hanistan (PACCA); the f rmer association
movement within the AFA, the land d velopicent group loens of
the Kandahar branch of AGBANK., The e indicate a recognition
of the need for a rural organization structure to deal th
the problems of agricultural development,.

The AFA organization and its internasl structure appesr to

have much in its favor to ard becoming an effective instituticnal
ement for provision of agricultural inputs and ageicultur

extension services.

There are some natural leaders (tribal 1 aders, etc,) in rural
commnities., Efforts to use and broaden this existing leader-
ship to perform effectively in agricultural development
activities should prove fruitful,
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II, CONCLUSIONS AND SUGGESTIONS

A,

D,

Eo

There is urgent need for coopsrative enabling legislation to
be promulgated, recognition gf cooperative type
organizations,

Jhile cooperative legislation is essential, cooperative
activities should protceed within existing fr ork to de elop
rural leadership, mobilize capltal end provide an organizaticnal
structure through which ggricultural exitension work can be car-
ried out, distribution of production inpu can be made and
effective marketing services can be provided,

The concept of initiating a capital mobilization prograsm, such

& being done at PACCA and the program discussed with officials
of AFA appears to be a sound start toward ajricultural cooperativ
development.

It is sugp sted that the thrift and savings practices followed

by credit union type of cooperatives be emphasized and the money
managenment features be made a part of sueh educationsl and
training programs. With a basic equity capital of its owmn; a
farmers organization, cooper ti , association; or society cem
demonstrate its capability for selfe-manag ment and its relizbility
for use of borrowed funds,

Formal agricultural organization units (cooperatives) of farisrs
should be of such size thst the volume of business will be large
enough to support full time professional management. This

volume may be increased by diversifying services, Informal

farmer member groups may be fo d within tribal or village
boundaries through which cooperative member relation and
8gyricultural extension progrews can be carried out. Such informal
groups through their natural leaders may also act ag selif-
superviging with respect to credit capability of individual
wembers, proper use of loans, and foll -up on prompt repayment,

While a collateral lien 1la 18 necessary for agricultursl
lending through institutions on a broad basis, it aione does
not substitute for sound lending, bagsic understandings bet e
£ mar lender mutual confidence and purposeful lernding that
is productive, In many agricultursl lending operations, short-
term production credit is provided. thout effective chattel
lient. In t00 many instances dej ndence upon a "legal® curit
position manag d by an *1 -possible" bureaucratic gystem destines
n agricultural credit program to b ptey.
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CONCLJSICNS AND SUGGESTIONS (cont'd)

Go

Ho

There is cooperativ activity going on in Afghanistan. The
UN organizations I,L.0., and F.A.0, have and are encouraging
these developments, The existing informsl activities should
e encouraged and observed closely for the evolvement of a
pattern that may be replicated on a wide basis.

Some technicians closely associaied with some of the cooperative
activities might benefit from observation tours of some
cooperative development practices that are employed in other
countries. Some of the agricultural cooperative lending
procedures employed in Thailand might have relevant adaption,
Both t chnical advisors and counterparts ghould benefit from
visits to some of the more sophisticated institutional are
rangements such as those of Taiwan,

ITI, OBSERVATIONS

Bo

Go

D,

This assignment was to examine the institutional arrangements

for the provision of agricultural production and marketing goods

and services in support of RGA’s increased produectiom objectives,
th special emphasis on the role that the farmers cooperati es

might play. Some memvers of the Robert Nathan Asscciates team
orking on the Asian Develcp nt Benk survey were engaged in

examining some parallel aspects of these arrangements and some of

our observations ere made jointly.

The Mission Direclor indicated that a major obstacle to incress ing
p oduction was the lack of an effective arrangement of providing
eredit and fertilizer “grthe farmers. He said the Midsion was
looking for ideas.

The Agriculturs Starff felt that the AGBANK is not an effcetiv
agricultural lending agency and t¢! no ffective o ganizational
structure existed for the distribution of credit and other
agricultural production inputs,

The FAQ/SIDA PACCA (Program on Agricultural Credit snd Coo rabives
in Afghanistan) is cenducting an effort to egtablish a pattern of
integrat d gricultural input services applied to & grapa
production program, These officials are working with 600 farmers.
Effort is being made to establish & cocpsrative-type of operation
anong these farmer members, but the orgsnization is not legally
for1 liged, For this reason the AGBANK hag deelined to provide
needed credit for land development,
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OBSERVATIONS (cont'd)

A ten member farmer board of directors of the Frogram on
Agricultural Credit and Coopesratives serves as an advisery
and leader channel for vromotion of wvarious innovations and
supp .y of sgricultural inputs, Management is, however,
totally in the hands of the FAO techniclans,

A member capitel mobilization program has been started based
upen deposit of a percentage of crop sales of each member,
Afghanis 136,000 capital have been accumulated in this manner,
The Ministry of Agricwlture is providing fertilizer on credit,
The AGRANK is providing some credit for marketing operations,

E. AGBANK in some arzas seems to be primarily a distributor of
equipment, i.e., tractors and pumps on credit,

The Ministry of Agrieulture and Irrigation provides some
agricultural inputs such as seed and fertilizer on credit,

F, The producers in the lAVA (Helmand-Arghandab Valley Authority)
area are being organized into cooperative-type organizations
under the AFA (Apricultural Finsnce Agency). The AFA is an
organigation set up to implement sn effective program for
dis -ibution of agricultural services to assist producers to
increase preduction. It is closely assogiated with the AGRANK
and operates 1in some respects 1like an AGBANK branch bat with
a great deal more autonomy snd lstitude of decision then any
AGBANK branch that has come to my attention, HAVA officials
are endeavoring to promote the cooperative idea through ore
genization of farmers asseclations at the local level. These
associations; cooperative in nature, are bounded oy the historical
tribal strueture or sometimes the vnion of two or mors tribes
into one associstion under a strong natursl leader. The
associations are informal agpucturcs at this point due to lack
of sultabie legal authority under hich to register. It is
mro sed thai they eng ge in distryibution of fertiliger to their
members as retailers and thet they retain one zfghani per kilo
for expense and equity deposits,

This organizational siructure appearz to have many desirable
features, A careful look should howeverg; be taken at the
volume of businecs that may be generated by the size of membeore
ship and whether it is likely Lo be sufficient to support ef-
ficient professional management for sm economically viable
cooperative organizatiadn,
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OBSERVATIONS (cont'd)

Go

Ho

I,

Jo

Tn a visit at Herat, priuncipsl cont.cts were made with the

two J5AID agricultursl advisors, the DirectoreGeneral Sifuddin,
Z, Shanshab and VIr, Viazl; assistuent manager of the Herat
Cotton Company, a private organizaticn. The Hinistry handles
distribution of fertilizer primarily through bondholder agents
in thic area, The AGBAVK branth prescnt activity is limited to
distribution of agricultural _ and equipment. All lran

p avthority id iax

My, Niazi represented the only cotion marketing facilities in
the area. Cotton prices are set by RCA and production is
ineressing quite rapidly., The Company buys on grade and pays
tie farmer immediately., There are 7-8,000 producers who marketed
about 9,000 tons last year, The Company saves the seed from the
top-grade cotton for seed multiplication. Mr. Niazi stated that
he ~» trusts seed multiplication to about L0 fermers whom he
deems honest,

The AGBANK branch in Kandshar recelved 50 tractors and has
disposed of most of them, 20 being so0ld ip Kandahar Province,
The bramch has in years past made some land development loans
through some farmer groups with 2 recognized leader with whom
the bank dealt, The groups vary In number of membexrs, who
selected their own leader, usually a literate person,

Afghan farmers seem tc be financing the apricultural marketing
operation in at least some commodity areas. Produce is
delivered to dealer and payment to farmers is made afier the
dealer recelves his remittance, Time-lag waries with the
established commodity marketing pstterne~one to four months,

bDr. Hendrikson Associates of Frankfurt, Germany, are under
contract 10 manage and train management steff of the Agricultural
Development Lank of Afghanistan. Richard Floto holds the titls
of Genaral Manager, AGBAUK has a loan commitment from ISRD for
tractors and otheyr farm machines and implements., AGRBANK has
established nine branches but these seem to be only branch ofe
fices hich prepare snd transmit loan documents to the central
office for acticn., The bank does not have legal authority to
make loans to local farm organizeticns because they have no

legal stetus. This is recognired as a mzjor obstacle to the
tanke perfo ce a8 an effective agriculiural eredit institution,
It is proposed that the k crganize some limited liability
stock compenies of farmers that can be legally registerad and to
which loans can be extended, The Generzl Manager plans to
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v,

ONSERVATIONS (cont'd)

Ko

incorporut many cooperativestype provisions into the charter
of these companies, He also indicated s desire to have s
cooparative advisor to work with AGBANK in connection with
this program, The AGBAHK staff hes prepared and is urging
the RGA to adopt cooperative legislation,

‘The Pakthia Project, run by the German Advisory Group, has

an authority status with the Ministry of Planning similar to
the HAVA, The advisory team consisting of 20 agricultural
advisors and 6 Peace Corps workers is engagcd in a wide variety
of agricultural and dommunity development projects. They
respond to requests from local groups try to work out a
demonstration with local collasboratien and, when the practice
or progran is established turn it over to local entrepreneurs,
A training program is being carried .ut involving one yearis
training for local farm leaders who must initlste new farm
management. practices on their farms during the peried of
training, The trainees must agree at the onset to return to
thelr own communities to gerform agricultural extension type

of leadership rerponsibilities, Undexr German management a

is belng accumulated from cooperating farmers as a loan guarantee
fund. It is expected that the Authority, being a legel entity
can obtain funds from AGRANK in amounts up to three times the
guarantee fund for loans to their members. The Authority under
German management will provide the agriculture inputs for which
the credit is authorized, This pilot operation could be
expected to evolve as a multi-purpose agriculturzl cooperative
eventually,
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