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Report on Cooperatives in Afghanistan by Wallace Jo Maddoclcl) 
Representative in Indias Cooperative League of the USA 

Cooperative development in Afghanistan is in its infancyo Because of 
the cultural insulation of the extended family B the lntricacies of tribal 
relationships f) the individualism of Afghans and a succession of 
failures in the pastB prospects for a substantial cooperative movement 
appear to be doubtfulo 

Neverthelessf) international. regional and third country donors and 
lenders continue to manifest interest in the establishment of 
cooperatives for various purposes o It seemed timely" therefore" for 
USAID I A to explore the present climate and future prospects for 
cooperative developmente Mre Maddock" who has a wealth of 
experience in this fieldD was invited to Afghanistan for a short ex­
ploratory review 0 The attached report summarizes his findings o 

While mindful of the many difficulties that would be entailed D 

Mro Maddock is far from peSSimistic about the possibilities of at 
least laying the groUDchvork for cooperative devetopment o He procepds 
on the assumption that institutions geared to the economic needs of 
Afghan farmers - - whether called cooperativesD associaUonsD 

societies or any other acceptable nomenclature - must somehow be 
devised to fill thre near-vacuum in effective local organization that 
now exists 0 
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. . . 
He cites the n~ed for appropriate legislatioDD of d~veloping rura.! 
leadershipQ . of mountuig a capital mobilization pro ram (mentioning 
credi~ unions as a device thai has been successful in a number of. 
o her e triesL and among other things the desirability of . 
. exposing·Af han technicians to cqoperative activities in other 
countries 0 .' • 

Mr q Maddock's report provides valuable guidelines for possible 
futu~e USAm/A involve~~.nt in the. creation and support of 
cooper'atives~ 
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Afghanistan TO A. ]$1 1nclassified 

10 SU.1 iAnY 

Ao Th re 1s no cooperative statu~ in Afghanistan at present . 
Some legislation is under consideration but proeress seems 
to be very slowo A suitable cooperative statllte is an 
essential umbre~1a under which cooperatives can be organized 
and growo An authorizing law, ho~rever, wUl not necessarily 
inspire sound cooperative development. Cooperative 
activ1tlee a11d. ' undertakings might vell begin on an 
informal. basis .. 

So United rSations organizations suell as I.L.O. and I.AoO" have 
for several years encouraged cooperative activities and 
cooperative legislation. 

Co Afghanistan established en Agricultural and cottage Industries 
Bank in 1954, which was rechartered in 1910 as the Agricultural 
Development Ilank (AGBANK).. The IBRD has recently made a loan 
to the AGBANK tor mechanized agricultural equipment. 'fhe 
AGBAmc. through its 9 branches. is distributing this equ:tpment 
on credit terms to individual farmers.. All 10an8 must be 
considered and acted upon in the headquarters otfice in Kabulo 

Do Collateral lien (rllortgage) laws are not effective and wide ... 
spread institutional agricultural credit therefore is limited 
and very difficulto In so·ne countries ~m agricllltural credit 
pr0ft!'Slll; crop production (short tel'lll) and medium term lending 
has been established on a reasonably successful basis without 
reliance upon legal mortgageso 

Eo Several types of informal cooperative activity are taking 
place» such as the Program on Agricultural Credit and 
Cooperatives in Afr.hanistan (PACCA); the farmer association 
movement within the ~FA~ the land deyelopment group loens of 
the Kandahar branch of AGBANK o These indicate a recognition 
of the need for a rural organization structure to deal with 
the problems of agriculturnl development .. 

Fo The A~~ organization and its internel structurr appear to 

5 

have much in its favor toward becoming an effective institutional 
arrangement tor provision of agricultural inputs and agricultur 
extension serviceso 

Go There are aome natural leaders (tribal leaders» etc 0) in rural 
communities 0 Efforts to use and broaden this existing leader~ 
ship to perform effectively in a~lcultur81 development 
activities should prove fruitfulo 

UNCLASSi;FIED 

11 



Afghanistan lS1 U nclassif'1ed 6 

IIo CONCJ)JSIONS AND SUGQl!S'fIONS 
! 

Ao There is urgent need for cooperative enabling legislation to 
be promulgated. recognition at cooperative type 
organizations. 

Bo ihlle cooperative legislation is essential. cooperative 
activities should proceed within existing framework to de.elop 
rural leadership. mobilize capital and provide an organizational 
structure through which &gricllltural extension work can be care> 
ned outD distribution of production inputs can be made and 
etfectt va marketing services can be provided C) 

C The concept of initiating a capital mobilization program. such 
i being done at PACCA and the program discussed with of'ficials 
of AFA appears to be a sound start toward attricultural cooparative 
development., 

Do It is suggested that the thrift and savings practices followed 
by credit union type or cooperatives be emphasi2ed and the money 
management features be made a part ot such educational and 
training programs. With a basic f9t1uity capital of its own" a 
farmers organization. cooperati-.e. association, or society can 
demonstrate it. capability tor self-management and its reliability 
for use of borrowed funds 0 

Eo Formal agricultural organization units (cooperatives) of farners 
should be of such size that the volume of business will be large 
enough to support full-time professional managemento This 
volume may be increased by diversifying serviceso Informal 
farmer member groups may be formed within tribal or village 
bO\Uldaries thro\l~ which cooperative member relation and 
agricultural extensioll progl·erdB can be carried out. Such informal 
groups through their natural leadeTs may also act as self~ 
supervising tiith respect to credit capability ot ind1?idual 
members p proper use of loans, and follaw-up on prompt repaymento 

Fo 1~ile a collateral lien la 18 necessary tor agricultural 
lending through institutions on a broad basis~ it alone does 
not substitute tor sound lending, baSic understandings bet·e 
f mer and lender. mutual confidence and purposeful lending that 
1s productive. In ma03 agricultural lending operations~ short~ 
term production credit 1s provided without effective chattel 
lienra 0 In too many instances dependence llpon a 1tlega1" curlt 
position managed by ao "1 possible" bureaucratic system destines 
n agricultural credit program to bcmb'u.ptcyo 
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CONCL1SIONS AND SUGGESTIONS (conttd) 

Go 'there is cooperative activity going on in Afghanistan., The 
UN organizations I.LoOo and FGA~Oo have and are encouraging 
these developments o The existing informal activities should 
I;a encouraged and observed closely for the evolv0IiUmt of s 
pattern that may be replicated on a vnde basis D 

Ho Some technicians closely associat.ed with some of the cooperative 
activities might benefit from observation tours of some 
cooperative development practices that are employed in other 
countries 0 Some of the agricultural cooperative lending 
procedures employer. in Thailand might bave relevant adaptiono 
Both technical advisors and counterparts mould benefit from 
visits to aome of the more sophisticated institutional ~ 
rangementa such ae those of Taiwane 

1110 OBSERVATIONS 

o This assigrJment was to examine the institutional srrangements 
for the In'Ovision of agricultural production and marketing goods 
and services in support of RQA's increased production objectives~ 

th special emphasis on the role that the farmers cooperatiTes 
might play 0 Soma meml)srs of the Robert Nathan Associates team 

orking on the Asian Development Bank survey were engaged in 
examining some parallel aspects of these arrangements and Eome of 
our observations were made jointly .. 

The t1ission Director indicated that a major obstacle to increas ing 
p oduction liDS the lack of an effecti va arrangement 0-:." pro1fiding 
credit and fertilizer ."'QI"the farmers.. He stolid the Mil:!sion \..-'1aS 
looking for ideasa 

The Agrl.culture Sta.ff felt that the AOBANK is not an ()ffectiT 
agricultural lending agency and t~ :t no effect.ive organizational 
structure existed for tile distribution of credit and other 
agricultural production inputs o 

'I'he FAO/SIDA PACCA (Program on ftgricultL\ral Credit and Coof ratives 
in Afghanistan) is condUcting an effort to establish 8 pattern of 
1ntegrat.ed gricultural input services applied to a grape 
production program.. 'I'hese officials are Tlorking tdtb 600 fa:r-merso 
F;rfort 1s being made to establish a. cocperati ve-type of operation 
among these farmer me~ers~ but the organization is not legally 
rO~1 l1zed o For this reason the AGBANK has daelined to provide 
needed credit £o~ land developmento 
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OBSERVATIONS (cont'd) 

A t en member farmer board of directors ot the ~rogram on 
Agri cultural Credit and Cooperatives serves as an advisory 
and leader channel for !-·romotion of' various in'1ovations and 
s tlpply of agricultural inputs o Hanagement is. however, 
t otally in t he hands of the FAO technieians o 

A member capital mobilization program has been started based 
upon deposit of a percentage ot crop sales of each membero 
Afghanis 136,000 capital have been accumulated in this manner Q 

The Ministry of Agriculture is providina fertilizer on credito 
The AGBANK 1s providing some credit tor marketing operations o 

AGBANK in some areas seems to be primarily a distributor of 
equipment~ i.eo, tractors and pumps on credito 

The i1inistry of r.griculture and Irrigation provides some 
agricultural inputs such as seed and fertilizer on credito 

F 0 The producers in the IlAVA (Helrnand-Arghandab Valley Authority) 
area are being organized into cooperative~type organizations 
under the AFA (Aericultural Finance Agency)... The AFA is an 
organization set up to implement an effective progTam for 
dis ~bution ot agricultural services to assist producers to 
increase productioDo It is closely assooiated with the At}BA:llK 
and operates" in some respects, like an AGBA~~K branch but with 
a great deal more autonomy and lntitude of decision then any 
A(}BANK branch that haa come to my attentiono HliVA officials 
are endeavoring to promote the cO:Jperative idea througb or ... 
ganization of farmers asseciaticns at the local level" These 
associations~ cooperative in n~ture~ are bounded hy the historical 
tribal structure or sometimes the ~'ion of two or more tribes 
into one 8ssocintion under a strong natur81 leader. The 
associations are informal structur<.'s at this point due t.o lack 
ot suitable legal authority under which to register.,. It is 
proposed that they eng2ge Ln distribution of fertilizer to their 
members as retailers and that they retain one 2fgbani per kilo 
tor expense and equity depositso 

This org~~izational str~cture appears to have many desirable 
£eatureso A careful look should. howevers be taken at the 
volume of business that may be generated by the size of member ... 
ship and whet-her it is likely to be Bufficient to support ef­
f'icient professional mimagement for :an ecouomically viable 
cooperative organizatiOno 
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OBSERVA'l'IO~JS (cont'd) 

Go Tn a visit at Herat. principal cont, cts were made with the 
two 'JSAID agricult.ural advisors, the Directore:General Siruddin~ 
Zo Shanshab and \1ro 'hazi" assistant lnanager of the Herst 
Cotton Companyg a private orgDnization. The ;'·anistry handles 
d atribution of fertilizer primarily through bondho~der agents 
in this area o The AGBA~K branch present activity is limited to 
di stribution of al!ricultur~l AMb~ and equipment. All 1r/an 
approval 811thorlty ree1d •• 1a \tabtal· 

Mro Niazi represented the only cotton marketing lacilitles in 
the area.. Cotton prices are set by RCA and production is 
increasing quite rapidly.. The Company buys on grade and pays 

9 

the farmer immediatelyo There are 7-8,000 i,reducers who Itlarketed 
about 9~OOO tons last yearo 'l'he Company saves the seed frOlll the 
top~rade cotton ror seed mult~cation. Mr~ Niazi stated that 
he e- trusts seed multiplication to about 40 farmers whom he 
deelllS honest .. 

Ho -The AGRA~~ branch in Kandahar received 50 tractors and haa 
disposed of most of them. 20 bei.ng sold in Kandahar Province 0 

The branch has in years past made some 12nd development loans 
through some farfl'l.er groups with a recognized leader with whom 
the bank dealto The groups vary in number of memberB~ who 
selected their o~ leader~ usually a literate persona 

10 Afghan farmers seem to be financing the agricultural marketing 
operation in at least some comlllorlity areas.. Produce is 
delivered to dealer and payment to fa~~rs is made atter the 
dealer receives his remittance.. Time=lag varies with the 
established commodity marketing pattern"" ... one to rour months o 

Jo Dro Hendrikson Associates of Frankfurt, Germany; are under 
cont,ract t.o manage and train management staff of the Agriclllt.l.lr',u 
DeveJ.opmo:mt Dank of Afghanistano Richaro Floto holds 'the title 
of Jeneral Uanagero AGBAAK has ::l loan commitment from limD for 
tractors and other farm machines and i.>ilplements 0 AGBAl.1K has 
established nine branches but these seer.! to be only branch of"" 
fices ' hich prepare and transmit loan documents to the central 
office for Q.ctiono The bank doeCi Dot have lYElgal authority t.o 
make loans to local farm organiz.eticns oocallse they have no 
legal st8tusa This is recogni7ed as a major ,obstacle to the 
banks performance as an ~ffective agricultur~l credit instttutiooo 
It is proposed that the 'bank cri~aniLe some lilldted lj,ab111ty 
stock companie::s of farmers that can be legally registel"ed and tc. 
wilich loans can be extended.. The General Henager plans to 
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Onsl~RVATIONS (cont 'd) 

incorpor~t many cooperatlveQ type provisions into the charter 
of these companies. lie also indicated s desire to have a 
cooperative advisor to work with AGBANK in connection with 
this program. The AGBAi-SK stQ.rf hes prepared and is urr,ing 
the RGA to adopt cooperative legislation& 

K. The Pakthia Project. run by the German Advisory Group, has 

IJ 

an authority status with the Ministry of Planning similar to 
the HAVAo r.I'he advisory team consisting of 20 agricultural 
advisors and 6 Peace C~~ workers is engaged in a Wide variety 
ot agricultural and dommunity development projects. They 
respond to requests from local groups, tl'Y to work out a 
demonstration with local collaboration and, when the practice 
or program is established, turn it over to local entrepreneurs" 
A training program 1s being carried _out involving one year's 
training for local farm leaders who mur.t initiate new farm 
management practlees on their farms during the period of 
training 0 The trainees must agree at the onset to return to 
their Ol-nl communities to perform agricultural extension type 
of leadership re:-:ponsibilitieso Under German management a fund 

is being accumulated from cooperating farmers as a loan guarantee 
fund 0 It is expected that the Authority, being a legal entity. 
can obtain funds from AG~A~K in amounts up to three times the 
gwlrantee fund for loans to their members. The AutboritT under 
German management lrill provide the agricluture inputs for which 
the credit is authorized. '!'his pilot operation could be 
expected to evolve as a multi-purpose agricultural cooperative 
eventua1lyo 

IVo .ACK:KMLEDGE'·l- -Jl'S 

'r'he COOF rative League of U .SoIL. thrnugh its Representative in 
India is privileged to have b"'en provided t his opportunity by 
the JeAID fission in ftfghanistan to visit and observe the 
developing rural oreanizations in the co~trlo hrrangements 
for appropriate contacts as well as for fiel d visits and ap­
pointment s were well scheduled within the limited time available 

The program provided for eleven days of fiel d travel and viSits 
t o the follotnng t:riints I Bs.dam flagh 

Kandahar 
La;~ar Gab. 
Herat 
Khost 
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""O();( and Agx'iculture OrgE:lniz~.;t1on of UN 

Herst Br~~ch of ~e~icultural D~valopment Bank 

The Cotton Company of Herst 
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