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Chapter I 

INTRODUCTION 

As USAID Project 306-11-990-087, Private Enterprise Program - Afghanistan, is now termina

ting, we therefore submit the Project History and Final Report in accordance with the terms of 
THOMAS H. MINER & ASSOCIATES, INC. contract. This project, in operation for almost seven 
years, was initiated on what proved to be a "wrong" premise, seemed almost a failure, was re
directed after fundamental re-analysis, and went on to make a significant mark in the development 
of Afghanistan. We, the Contractors, are proud of our work on this Project a.d of the results 

achieved under considerable odds and against very numerous difficulties. 

Consequently, in this Report we will attempt to-give a brief history for the purpose not only 
of recording major events and activities but, above all, because we believe that this Project can 

perhaps serve as a sort of model for other Private Enterprise Projects in countries at a similar level 
of development. At least, there are many lessons that can be learned from our experience. 
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Chapter I1 

THE EARLY PROJECT AND ITS "WRONG PREMISE" 

In the RFP for Afghanistan, dated October 1963, this Project was first proposed to "assist 

the Royal Government of Afghanistan through private enterprise to develop new industries for 

processing of agricultural products so that they are acceptable to move in the hard currency export 

trade and to increase production of commodities for local consumption in order to effect savings in 

foreign exchange." Subsequent CAPs of October 1964 and 1965 held to essentially the same 

rationale in defining the purpose for this Project. 

The more specific historical justification for this Project can be defined as follows: 

1. During the years 1958-1963, Afghanistan had wifnessed continuing unfavorable 

balance of payments, particularly in its hard currency trade. 

2. A central commercial reason for this unfavorable position was the nation's lack of export 

commodities which, quantitatively and qualitatively, could compete in hard currency markets or 

substitute for those currently imported. 

3. Commodities available for export were and are largely agricultural. However, to 

compete effectively, improvements had to be made in basic agricultural practices, processing 

methods and general marketing techniques. 

4. Such improvements required an input of investment capital, both debt and equity. 

Heavy RGA capital commitments to infrastructural projects and operating expenses barred the RGA 

from advancing capital to develop these commodities, while those direct efforts the RGA had made 

in the field had not been overly successful. 

5. To attract private enterprise, both domestic and foreign, the technical, economic and 

operating feasibility of each commodity area would have to be justified. 

Based on this general purpose and rationale, in 1963 the Ministries of Planning and Commerce, 

using available hard currency import-export data, selected six industries holding a heavy promise 
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of foreign exchange savings or earnings if each could be developed effectively. Thus in the 

PIO/T dated November 1963, these industries were defined as: casings, hides and skins, corrugated 

containers, edible oils, fresh and dried fruits, and cigarettes. Further, each of these industries 

was included in the nation's Second Five Year Plan with the Ministry of Commerce designated as 

responsible for making such pre-investment surveys of-them as may be necessary. 

Under the PIO/T November 1963, USAID Washington invited bids from USA consulting firms 

to conduct said pre-investment studies in the aforementioned commodity areas. The terms of this 

bid, in addition, made the selected firm responsible for assisting the RGA and private investors in 

the implementation of favorable studies. 

THOMAS H. MINER & ASSOCIATES, INC., of Chicago, Illinois wcs awarded this contract 

in December 1963. The team leader arrived in Afghanistan on February 7, 1964 and began his work 

in Kabul on February 14, 1964. 

In March 1964, it became known that two of the contracted study areas had already been 

assigned to other donor countries and agencies. Thus at that time, USAID Afghanistan deferred 

interest in edible oils to the United Kingdom and fresh and dried fruits to the Asia Foundation (USA), 

A study of tourism was later approved (November 1964) as a feasibility area to replace 
edible oils. Then, too, because of its relation to the hides and skins study, the contract team 

undertook an independent study of the Karakul industry. 

A brief summation of the results of these studies can be found as Appendix 10 of this report. 

All but one showed marked feasibility (the one "negative" study, corrugated containers, merely 
showed that consumption was still too low). 

Upon completion and approval by the Royal Government of Afghanistan, each study was then 

published and the second phase, that of attracting a foreign investor, was commenced. These 

potential investors included large and sophisticated companies with previous worldwide experience, 
and were located in the United States, Great Britain, Germany, Sweden, Japan, and other nations. 
When one considers the professional efforts involved in performing the feasibility studies and in 

promoting the specific opportunities (many of which were extremely attractive), the resultsof this 
approach are somewhat startling. 
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Investors Contacted 57 

Investors with Interest 31 

Investors Visiting Afghanistan 13 

Investments Made 0 

As the above figures indicate, over 50% of the investors were interested in making an 

investment. In 23% of the cases, they were sufficiently committed to visit Afghanistan and inspect 

or analyze the opportunities. But not one investment was made in Afghanistan on the basis of the 

approach which was utilized. The failure to attract foreign investment was disheartening for two 

reasons: first, many of the opportunities represented an economically sound and attractive invest

ment; and second, considerable personal effort had been expended without any positive results. 

Thus, it became apparent that implementation of any study, irrespective of inherent merit, 

would be difficult so long as the following factors affecting private investment decisions were 

present and of overriding importance: 

1 . Security and Encouragement 

The country offered minimal security to private investments and minimal incentives to 

encourage private investments. 

2. Medium and Lbng-Term Credit Institutions 

The country had no financing institutions capable of extending debt capital on 

favorable terms. 

3. Communications 

Through lack of effective communications, little trust and mutual understanding existed 

between the RGA and the Afghan private sector. 

4. Administration of Studies 

Pre-investment studies were conducted in various RGA Ministries by several different 

donor groups without coordination. In addition, within the RGA no Ministry was clearly assigned 

the responsibility for implementing studies. 
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Thus, quite outside the literal terms of the contract, the contract team assumed responsibility 
for working with other donor groups to achieve a more favorable business climate. This responsibility 

became, eventually, the project's long-term goal, defined as follows: 

a. To develop private investment laws which would offer the necessary security and
 

encouragement to private investors, both domestic and foreign.
 

b. To develop a credit institution, i.e., an industrial development bank, through
 
which medium and long-term credit could be provided on favorable terms.
 

c. To develop an institutional framework through which the RGA and private investors 
could better communicate and thereby share a greater responsibility for solving mutual business 

needs and problems. 

d. To encourage the formation of an Investment Advisory Center through which 
administration investment studies could be centrally conducted and implemented. 

While these goals may have represented a legitimate, eventual long-term ob ective, 

nevertheless, at the time referred to, the Program did not comprehend them. What it did compre
hend was a string of eight feasibility studies, none of which could be implemented ior reasons 

having nothing to do with the studies themselves. 

Faced with this situation, the Contractor's Chief of Party went to the then USA ID Mission 
Director in the early summer of 1965 and gave him a frank report of the stalemate which was 
resulting. He also asked for the Mission Director's comments on what he thought the next step 
in the Project should be. 

The Mission Director, while naturally disappointed, still suggested that at least one good 
crack be taken at the environmental problem before any final conclusions be drawn. The result 
was a locally Famous paper, "The Investment Climate of Afghanistan," reproduced as Appendix 11, 
written by the Chief of Party and supported and widely distributed by the Mission Director. The 
surprising resonance this write-up had, and the attention it then received were due to its frank 

analysis and criticism as well as the fact that by plan or by accident, its timing was excellent. 
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The first version of "The Investment Climate in Afghanistan" was distributed in the late 

summer of 1965 just as the new Government was about to be formed. At the same time, considerable 

Afghan concern was being voiced at the general "stagnation" of Afghanistan, at the falling balance 

of payments and at the highly disappointing record of the relatively elaborate government industrial 

sector. In this moment of change and questioning, "The Investment Climate" (actively promoted 

by AID) created something of a bombshell by underlining the existence of an alternative, and what 

Afghanistan was doing to discourage it. 

The resulting polemics, arguments and discussions brought to light the existence of a snail 

group of people of importance who were willing to give private enterprise a try and willing to 

mutually support the idea. In this regard, it is not too much to say that Prime Minister Maiwandwal's 

famous policy pronouncement in favor or private enterprise was an indirect result of the furor and 

discussion caused by "The Investment Climate in Afghanistan." 

In the early fall of the year, while the issue was still in the air, the new Government was 

appointed containing Dr. Nour All as Minister of Commerce. Dr. Nour Ali, who was to hold 

this position until the end of 1969, was a charter member of the group of private enterprise supporters, 

and as Deputy Minister had long and often discussed the matter with the then Chief of Party. His 

first act was to create an emergency ad hoc committee consisting of himself, the MINER Chief of 

Party, the Legal Advisor from the Asia Foundation (Mr. William McCulloch) and the President of 

Trade of the Ministry of Commerce (Dr. Ali NawaZ). This comrittee's sole purpose was to hammer 

out an Investment Law conforming to the specific requirements of Afghanistan as illustrated in "The 

Investment Climate. 

While this committee was holding almost daily sessions with Mr. McCulloch doing the actual 

drafting, and the Law was beginning to take form, the question of the MINER Contract renewal 

began to be discussed. After much consideratior and in view of the recent Afghan awareness of the 

problem of investment climate, it was finally decided to continue, but on another track--that of 

tackling the environment for Private Enterprise. 

At that time and under those conditions, it was a truly courageous decision. The outlook was 

gloomy, to say the least (some claimed "hopeless"). Today it is difficult to remember how discour

aging it all looked then: the only silver linings were a Minister of Commerce who said he was 
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interested in a law and a Prime Minister who had spoken encouragingly of Private Investment in 

a public policy statement--not much to go on, certainly. 

Nevertheless, the new contract renewed on February 15, 1967 and back-dated to January 1, 

1967, listed in its Scope of Work the following in addition to the previous feasibility studies: 

"2. 	 Additional studies, surveys and services which will aid the industrial development 

and/or improvement of the investment climate of Afghanistan, including possible 

assistance to the prospective industrial development bank and/or industrial 

development center, including, but not necessarily limited to: 

(a) 	 Further studies and surveys reporting on and appraising investment legislation-

foreign and domestic, commercial codes, monetary provision for exporters/ 

importers including official exchange rate policy, empirical business prac

tices, incentives and deterrents facing local industry, domestic markets, etc. 

(b) 	 Renewed implementation efforts (superseded contract Phase II type activities) 

by both the contractor's field staff and/or Home Office on industrial 

projects .... 

"3. Additional contractor services rendered in support of selected Afghan organizations 

and/or improvement of existing industries which will contribute to achievement of 

contract objectives .. 

V/ Just prior to the conclusion of this contract, the original Chief of Party of the MINER team 
returned to Chicago and was replaced by a new Chief of Party who remained with the Program 

until 	the end of the project. Oct 6 
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Chapter III 

THE NEW PROGRAM 

A. New Directions 

Thus, the decision was made, and the way was clear to begin to try and influence the environ

ment, fundamental to any progress. Perhaps it would be well to briefly recall what conditions 

were like at that time (the lost quarter of 1966), and what problems the program faced; in other 

words, what was the starting point for this second phase of the Program. 

In essence, at that time, Afghanistan was an industrial desert, particularly insofar as private 

industry was concerned. In addition to the lack of industryaos such (and the cause of this condition), 

was an environment and a general attitude which could hardly be classed as helpful. Many people, 

Afghans and foreigners, and perhaps the Afghans more than the foreigners, considered that Afghans 

locked many of the basic elements for establishing private industry. Afghanistan was considered to 

have little or no savings available for industrial investment, and from this was deduced the theory 

that investment funds could only come by way of Government collection and investment. Afghan 

businessmen were characterized as unqualified and uninterested in industry. An important official 

of the Ministry of Mines & Industry remarked in regard to the new Investment Law, "You'll never 

get even one investment proposal." 

On top of this, the attitude of most people in the Government was a combination of hostility 

and skepticism. Proposals for private investment were so few that when one appeared, the first 

reaction was to assume that there must be a catch in it somewhere and to examine it carefully for 

the "trick." In view of the then widely-held concept of the "guided economy," it also irked 

Government officials that businessmen would be so presumptious as to be interested in new, unguided 

activities. 

To top it all off, there was a strong conviction through 6l1 levels of the Afghan Establishment 

that Afghans were not a "commercially minded" people. Rather, they still held to the "warrior 

traditions" of their forefathers. And, for this reason, nothing much could be expected in the field 

of private industry without Government control and guidance. 

As far as investment laws were concerned, Afghanistan had not one, but two. The first was 

the "Code for the Encouragement of Industries in Afghanistan" of 1949 and the second was the 
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"Law Encouraging the Investment of Private Foreign Capital in Afghanistan" of 1954 and 1958. 
These two laws were administered by two different ministries, the first being administered by the 

Ministry of Mines & Industry and the second by the Commerce Ministry. 

The laws in themselves contained nothing basically detrimental to investment, although they 
were hardly world-shaking examples of encouragement and incentive. The major fault of these two 
laws was the fact of two different administrations, both of which were arbitrary and fundamentally 
hostile. In the case of the Ministry of Commerce, the principal problem was an almost total lack 
of understanding and, therefore, of criteria with which to judge such investments. In those few 
instances of proposals being made under the "Foreign Investment Law," they, without exception, 
foundered in a welter of negotiation and counter-negotiation as if the Ministry of Commerce's 
purpose was to drive the hardest possible bargain in a bilateral trade agreement.. This happened 
to a tanning and shoe manufacturing proposal as well as to a proposed cigarette factory. 

In the case of the Ministry of Mines & Industry, the home of the "guided economy" concept, 
the principal problem was that of guiding to such an extent that the project soon became a Govern
ment proposal being implemented with somebody else's money. Mines & Industry regularly dictated 
capital requirements, machinery requirements, source of machinery, method of payment, type and 
quantity of production and any other detail which caught their fancy. Under these circumstances, 
only the hardiest investors persevered. This happened to a very large rayon weaving plant which 
was approved over four years ago and which only now is actually being implemented under the more 
relaxed atmosphere engendered by the Investment Program. 

The rather depressing atmosphere described above may be rapidly contrasted to the situation 
today. A mere three and one half years after the passage of the Foreign and Domestic Private 
Investment Law, replacing the above two pieces of legislation, there have been 218 investment 

proposals of which 133 have been approved. Of these, 53 projects are actually open and operating,3 
giving employment to more than 3,000 workers. 

The original estimate of the Afghan entrepreneur has been proved to have been totally 
wrong except possibly in one instance, that of the "warrior tradition." This "warrior tradition," 
if it means anything, means the instilling into people of the virtues of courage, competitiveness, 
individual initiative, determination and personal pride. All these characteristics are very strongly 
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evident among our investors and would appear to provide exactly the cultural background 

necessary to successfully create and maintain a private factory in a difficult country like 

Afghanistan. -

Hindsight,_ of course, is now easy. But at the beginning, all this was yet to come. And 

the handful of supporters of private industry, together with their American advisors, were left to 

create the most elementary essentials of the program. The first of these, of course, was the new 

Investment Law. 

After Dr. Nour Ali's ad hoc committee had finished the drafting, the Law was discussed 

exhaustively with the Ministry of Planning, the Ministry of Justice, the Ministry of Mines & 

Industry and finally with the Cabinet. Due principally to Dr. Nour Ali's drive and insistence, 

coupled with outside prodding from AID, IBRD and the IFC, the Law was approved by the Cabinet 

and, Parliament not being in session, it was signed into law by the King and published in the 

Official Gazette on the 1st of Hoot 1345 (February 22, 1967) under Article 77 of the Constitution. 

A full copy of this Law is appended to this Report. 

At this point, the real battle began. The opponents of private enterprise, who had considered 

the whole concept too far-fetched to worry about, suddenly realized that the new law had passed 

and that Dr. Nour All intended to give it every serious trial. Attempts were immediately made to 

insure that'the Law would never be enforced, and a furious political battle broke out. The tone 

was set by an opposing Cabinet Minister who remarked, "In Afghanistan, we often pass laws, 

but that doesn't mean we enforce them. We also just put them on the shelf." An important official 

of the Ministry of Mines & Industry stated bluntly, and ominously, "You'll never hold an Investment 

Committee meeting." 

Obviously, under these circumstances, no useful action could be taken until the political 

battle was won. The opposition against which the small band of progressives were forced to battle 

consisted of the entire Ministry of Mines and Industry en bloc, as well as the then Minister of 

Finance, joined from time to time by the then Minister of Planning. Within the Ministry of Plan

ning, opposition was strong at every level. Outside the government the older members of the 

power structure were almost solidly against it. 
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Under the leadership of Dr. Nour All and Mr. Ford Rafiq of the Ministry of Commerce, all 

"true believers" fell into the ranks and joined the fight for Private Enterprise--including the 

American advisors. The American advisors were an essential element inasmuch as some other foreign 

advisory groups (e.g. the French) were as adamently opposed to the private investment program as 

many of the Afghan hard-liners. 

Fortunately, at the end of March 1967 when energies were beginning to flag due to the 

strength of the opposition, an opportunity was created by USAID for an investigatory and training 

trip to Nepal, India and Pakistan to look at investment centers, development banks and private 

investment programs in general. The group consisted of a USAID official, two American advisors 

and four Afghan officials. The importance of the trip was its eye-opening effect on the Afghans. 

When it was discovered that Nepal (!) was considerably further advanced at that time than 

Afghanistan in industrialization, the Afghans received a rather violent shock. There is no question 

that their pride was definitely hurt. When they could see with their own eyes that industrialization 

was actually possible on a large scale, as in Pakistan, and that the techniques for doing it were 

proved and known, when in fact they were patronized'by Pakistani officials who, industrially 

speaking, obviously considered them outer barbarians, they returned to Afghanistan with renewed 

determination to force through at all costs the regular operation of the Investment Law. Particularly, 

Mr. Fard Rafiq threw himself even more whole-heartedly into the battle, giving political dinners 

at which he would address assembled Ministers (with an advisor sequestered in a separate room-

in case of difficult questions), taking appointments, using influence and every other means at his 

command. 

Finally,in May 1967, worn down by the determination of the Free Enterprise "party," the 

opposition , which was still a large majority, agreed to roll a few logs; in exchange for one last 

enormous industrial boondoggle on the part of the Government, they would permit the private 

enterprise experiment to be made. Thus, the Ministry of Commerce's opposition to a $7,000,000 

Government-sponsored factory project was withdrawn (the factory is still not operative in December 

1970), and the other side agreed not to interfere with the operation of the Investment Law. 

This "agreement" was almost certainly based on a complete miscalculation on the part of 

the opposition. Unable to believe in either the real possibilities of private enterprise or in the 

determination of Dr. Nour Ali, they surely felt that the experiment would be "harmless" and that 
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nothing would or could come of it. They felt, apparently, that they risked very little--particularly 

since they would not in any way assist the Program or cooperate with it, but merely ignore it totally, 

leaving it to die on the vine. 

The consequences of this attitude have been immense and varied. In the first place, the 

opposition liberated the Program at one fell swoop of their hostile presence, thus assisting in the 

immediate creation of an acceptable investment climate. At the same time, their absence per

mitted those really devoted to the Program to create its methods, procedures and criteria in a 

spirit of liberal enthusiasm without the drag of "oppositionists." Thirdly, the entire Program and 

everything connected with it was perforce dumped into the lop of the Ministry of Commerce, 

since nobody else would touch it; thus giving Dr. Nour All a clear field and complete authority. 

The extent of the lack of understanding can be gouged today by the efforts now being made by 

more than one Ministry to wrench the Program (or at least part of it) back from the Ministry of 

Commerce. 

This first, fundamental battle was won by the same essential combination that has carried 

the Program through at every step; Afghan initiative and drive assisted'by the American advisors 

in any and every way possible. While only the Afghans achieve and implement policy, their lack 

of experience and knowledge in this particular field makes it difficult for them to combat strong 

opposition. Thus, the technical and moral support of more expert foreigners becomes a key element 

in their defending themselves. And this will continue to be true until such time as the Afghans 

have absorbed enough practical experience in industrial policy and factory operation to be able 

to be sure of their facts and confident of the details of their policies. 

B. Initial Operations 

One day at the end of May 1967, a gentleman walked into the writer's office and said, 

"Tell me, this new Investment Low--is it serious? Will they enforce it? If so, I have a project." 

We were actually in business. We had received Investment Application No. 45/001*. 

*The first two numbers indicate the Afghan year (1345)--wrongly in this case. We didn't think to 

change the year number for four or five months. 
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Unfortunately, the previous period's intense politicking had left us little time to organize
 

a system to analyze projects, submit them to the Investment Committee, grant licenses, etc.
 

Dr. Nour Al;, in his capacity as Chairman of the Investment Committee, first tried to set 

up an "Advisory Sub-Committee," consisting of representatives of the Ministries of Mines & 
Industry, Planning and Commerce, together with foreign advisors. The Sub-Committee was charged 

with project analysis, final recommendation for approval and the creation of procedures. It met 
just once, and for just long enough for the representative of Mines & Industry to make it clear that 
his Ministry would have nothing further to do with it. 

This attempt at cooperation having failed, Dr. Nour Ali, at the suggestion of the writer, 

created the "Investment Committee Secretariat." The Secretary already existed, Mr. Farid Rafiq 
having just then been appointed as Secretary to the Committee. Originally, this post was intended 

merely to be the usual recording secretary, but the opportunity to build on the basis of this one and 

only dependent of the Committee itself was too good to be missed. 

Thus, Mr. Rafiq's office in the Ministry was transformed into an instant Secretariat, and his 

bewildered staff found themselves also working for the Investment Committee. In this way, the 

most characteristic (and advantageous) element of Afghan investment procedure was born, partly 
by accident: the "one-stop service." In his capacity as a Director-General of the Ministry, 
Mr. Rafiq was already Registrar of Companies for Afghanistan and, in addition, handled the 
issuance of Trade Licenses. This, when added to the full operational responsibility for the Private 
Investment Program, already constituted quite a large base. To this base, other useful attributes 

have been consciously added over the years (official power to sign Customs Releases, to grant 
Investors' Visas, etc.) so that at the present writing, there is very little of an investor's official 
business he cannot do with one stop at the Secretariat office. 

Once an organization began to take some form, thought had to be given immediately to a 

procedure to handle applications, their preparation, submission, approval and eventual implementa
tion. In regard to this problem, the Afghans simply stated that they had no experience at all and 
asked the advisors to please work out the whole thing, subject to their review. The advisors had 

to start with writing the Application Form and take it from there, including the License itself, 
through to an Implementation Certificate for operating projects. 
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This clerical-seeming job was one of the most important ever done, for the simple reason 

that no procedure whatsoever can be laid out without expressing some criteria and philosophy. 

Since we were creating the procedure, we were in the best possible position also to influence the 

general attitude and philosophy of the whole Program. Among the fundamental points established 

then and built into the system (and which have never been challenged) are: 

1. It is the investor's money. He can spend it on manufacturing any item he likes, 

providing that he can prove reasonable feasibility. The corollary to this is that industrial investors 

are probably as smart as anybody else, at least, and stand in need of relatively little "guidance" 

by bureaucrats. 

2. It is a fundamental service of the Program to give potential investors as much assistance 

as possible, of all kinds, in preparing a project. 

3. Protection of industry is out, except in the most special circumstances, as being unforce

able in Afghanistan as well as totally unsuited to its size and present condition. 

4. The Investment Committee is uninterested in where a man's capital comes from, or in 

what form, as long as it comes. 

5. The selection of partners (or lack of them) is the investor's problem--whether he is 

foreign or Afghan. There are no imposed partners, nor quotas, nor "Afghan percentages." 

6. The purchase and selection of machinery, including second-hand equipment if desired, 

is entirely up to the investor himself without any interference by bureaucrats who will not be 

responsible for the operation of the plant. 

7. The application basically consists of a feasibility study comprising all relevant informa

tion and projections for five years. This study, when approved, is the license as far as capital, 

imports, foreign personnel, etc., are concerned. 

8. The project is considered by the Committee on the basis of the Application-Feasibility 

Study without further negotiation or "agreements." 
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9. The letter of the Investment Law is our only guide and rule. An excess of zeal to 

foresee and prevent any possible abuse of Investment Law privileges is not to be used as an excuse 

for bureaucratic harassment and interference in industry. 

The above criteria, it will be realized, are not always those in vogue throughout Asia. In 

fact, potential investors from the sub-continent are almost always totally disoriented by this 

approach, and require considerable reassurance before they can believe that they will actually be 

permitted to spend their own money as they see fit. 

Not surprisingly, once an investor (foreign or Afghan) is really sure that the Investment 

Committee means what it says, after two or three of his questions have been answered with the 

statement "however you want to do it" or "as you wish" or "that's your decision, not ours," then 

both the Secretary and the advisors are normally overwhelmed by pleas for help and guidance, 

together with assurances that their every suggestion will be followed to the letter. In short, once 

the investor is sure that nobody is trying to force anything on him, he then becomes voluntarily 

receptive to suggestions and even "guidance." 

An excellent example of this is the problem of Afghan participation in foreign investments. 

This whole question is one where foreign businesses have learned to be extremely gun-shy in view 

of the shotgun marriages they have been forced into elsewhere. Yet in Afghanistan, especially 

after a few 100% foreign-owned enterprises were actually established, the problem hardly exists. 

Once the foreign company's representative becomes convinced that he will not be required to have 

an Afghan partner, nor to grant a pre-established quota of his business to Afghan investment, his 

attitude invariably changes. After a moment's hesitation, he will almost always ask, "But do you 

think we ought to have an Afghan partner?" 

When he is told that due to the great differences between Afghanistan and other places, as 

well as the objective difficulties of doing business here, it is most advisable to have a good 

Afghan partner, almost always he agrees and begins to look for one. 

In short, due entirely to the liberal attitude and practice of this Program, it is in fact 

possible to quietly arrange for Afghan participation inforeign investments where it seems desirable 

and to the degree it seems useful. In no instance have we failed to "place" an Afghan partner in 
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a foreign investment where either the advisors or the Secretary thought it advisable. And this 

without any constraint, pressure or "negotiation" required, but with the continuing goodwill of 

the foreign investor. 

C. 	 Investment Procedure 

The results of our efforts together with those of the Secretary can best be summed up in the 

following precis of Afghan investment procedure. At one side is a note on the role the advisors 

have played and are now playing. 

Steps 	in the Process 

I. Proposal & Applibations 

Steps 	in the Process 

A. 	 Preliminary interview. An invest-
ment almost always begins with a 
potential investor arriving at the 
Ministry of Commerce with an 
"idea." A brief interview is held 
with the Secretary of the Investment 
Committee who explains: 

1. 	 The Investment Law and its 
operation. 

2. 	 Afghan company formation, 

Whether there are any similar 
proposals. 

and answers any questions raised by 
the investor. The investor is then 
normally directed to a foreign 
advisor for preparation of the proposal. 

B. 	 Preparation of Application. Normally, 
this will now be handled through the 
Investment Advisory Center, and 
consists of the following: 

1. 	 Five-year analysis of Investment 
Costs (fixed and operating capital),ostsfixedra n opaet ingita
operating costs, market an seling 

prices, personnel requirements 
(foreign and Afghan), availability 
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Miner Team Contribution 

Originally this preliminary interview was 
conducted by the Miner team advisor, the 
Secretary acting as interpreter. However, 
the 	Secretary now conducts 90% of the 
interview, informing the advisor of what is 
developing and asking his help or opinion 
as the interview develops. 

The 	Secretary still counts on the advisor to 
prevent obvious mistakes, point out any 
complications and to "brief" the Secretary 

on the proposed idea and its implications. 

This work is almost entirely done by foreign 
advisors with the investor limiting his efforts 
to collecting information and other leg-work,
discussion of and learning about his project 

and final approval of the results. With the 
creation of the Investment Advisory Center,it now becomes possible to hire and traingood Afghans to slowly take over this project 

preparation work. 



Steps in the Process 	 Miner Team Contribution 

of technical know-how and training For many years, the Afghan investors' role 
programs, import requirements, type must be that of learning, not of preparing. 
of company and its formation, sources For foreign investments, considerable help
and availability of adequate Finances, must be provided in regard to Afghan costs, 

2. 	 Preparation of "Recommendation" to Afghan company law, etc. 
Investment Committee by the advisors. It should be noted that the whole process, 

3. 	 Preparation of application form itself, even the forms, have been invented by the 
advisors.4. 	 Preparation of explanatory letter in 


five copies signed by investor.
 

All of the above is done for the investor at 
no charge.
 

II. Approval 

A. 	 The approval process-begins when the The advisors explain in great detail every 
above-mentioned application, analysis, project to the Secretary, assist in the trans
recommendation and letter are formally lation into Farsi, discuss with the Secretary 
delivered to the Secretary of the any problem or objection which might develop, 
Investment Committee and the Project and advise on the drafting of the suggested 
officially given a number, approval. 

Then the Secretary's Office translates Although originally the presentation to the 
the whole thing into Fars! (from the Minister of Commerce was conducted wholly 
original English) and prepares a sug- by the advisor with the Secretary present to 
gested draft approval, assist, the roles are now reversed, the 
When this iscomplete and from 4 to 12 Secretary explaining the whole project with 
Whntisd irojetsompleand er the advisor present to help with any problemsfinished projects are on hand, every wihmydvlp
 
project is explained in detail to the which may develop.
 

Minister of Commerce (Chairman of the
 
Investment Committee) and he negotiates
 
the date of a Committee Meeting with
 
his four other colleagues.
 

B. Investment Committee Meeting. At the Since for many months no advisor has been 
next Meeting, the Projects are submitted physically present at a Meeting, the 
one by one to the Committee of five Secretary is now on his own. An advisor is 
Ministers (Commerce, Mines & Industry, generally "handy" just outside the door in 
Finance, Agriculture and Planning), by case of an emergency call. 
the Secretary of the Committee who Generally, the Advisors' activity now Fallsexplainseeach indetail. 


into the category of "picking up the pieces" 

* The Secretary must be prepared to handle after the Meeting. If a good project has 
many and varied questions, to convince been refused approval (e.g. nail manufacture), 
the Committee of the merits of each or approved with an unworkable proviso 
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Steps in the Process 

proposal, to avoid the Committee's 
tendency to impulsive modifications 
of long studied projects, and to try 
and get them to accept the wording of 
the Approval as drafted, 

At the end, the Committee by majority 
vote approves or disapproves. If it 

approves, it sets the wording of the 
Approval, generally with some modi-
fication to the draft.ficaion ote drft.Industrial 

ImplementationIll. 

The steps toward implementation can be 
summarized as follows: 

1. 	 Company formation 
2. 	 Issuance of license 
3. 	 Land and building
4. 	 Machinery importation 

5. 	 Certification 
6. 	 Raw material importation 
7. 	 Visas 

A. 	 Company Formation. Since the 
Secretary of the Investment Committee 
is also Registrar of Companies of 
Afghanistan, the new, approved 
company can be formed without excess 
trouble. The provisions of the Commer-
cial Code for the recognized forms ef 
legal organization are too complex lo 
be illustrated here. In general, however, 
the process can be completed in a week 
or ten days. 

B. 	 Licensing. As an Investment License 
is issued in the name of the new, 
approved company, the license must 
await the legal existence of such corn-
pany. Once the company is formed, 
the Secretary instructs the Chamber of 
Commerce to issue the License itself, 

The License is of especial importance 
under Afghan conditions, as it must be 
physically produced (and scrutinized) 

Ill-i1 

Miner 	Team Contribution 

(generally re: imported raw materials), 
then it is up to us to explain to all concerned 
the effects of the decision, to prepare an 
amending proposal, to negotiate its prior 
acceptance and to see that it is submitted to 
the next Meeting. It is also our job to call 
attention to the new or modified Industrial 
Policy resulting from those Committee 
decisions--as the Ministers seem often un
aware 	that their decisions ore the nation's Policy. 

The advisors are always consulted in regard 
to establishing the official authorized 
capital of approved projects, rate of capital 
pay-in, division among the shareholders, etc. 
in order that the capitalization shall reflect 
both the needs of the Project as well as the 
conditions of the Approval. 

The License, as a document, was designed 
and formulated in its entirety by the advisors. 

We are not now directly concerned with its 
issuance, except to try and determine that 
the descriptive wording used corresponds to 
the Project in question. 



Steps in the Process 

on all occasions when exercising any 
right under the Investment Law-
with the exception of business with 
the Secretariat itself. 

C. 	 Land and Building. Particularly as 
concerns the land and its location, the 
Secretary's office must take an interest, 
Between the lack of documentation of 
land ownership and the new rules for 

Miner Team Contribution 

The advisors are expected to pass on the 
suitability and- appropriateness of selected 
sites. 
The Industrial Park, being brand new and in 
the organizational stage, is still a 100% 

industry of the Urban Planning Authority, advisors' activity. We are expected to 
great care must be exercised to avoidlater paralyzing complications, 

With the recent creation of the 
Industrial Park under the control of 
the 	 Investment Committee (in opera-
tion, 	the Secretary's office), the 
problem has been eased enormously 
as suitable sites may now simply be 
assigned. 

D. 	 Machinery Importation. When mach-
inery and equipment arrive in the 
Afghan customs, the investor brings 
the following to the Secretariat: 

1. 	 "Elm-wa-Khaber" (document 
issued at the frontier attest-

ing 	legal entry). 
2. Invoice certified in country of 

origin. 

3. 	 Shipping documents. 

After 	examination of these documents 
the Secretary signs an Order for the 
Customs to allow duty-free entry. 

E. 	 Certification. Before any duty-free 
raw 	material may be brought in, a 
factory must be Inspected and 

receive a Certificate of Implementa-
tion stating that machinery has been 
installed and that it is in running 
order (and therefore can utilize the 
raw material). 

ohorganize it, plan it physically, prepare the 
costs, arrange the construction contracts, 
fix the prices for the sites and assign them. 
Slowly, all this will begin to pass into the 
hands of Afghans starting, say, a year from 
now. 

Originally, all machinery invoices had to 
be examined by an advisor, their contents 
explained to the staff, and the advisor had 
to certify on the invoice that the equipment 
was part of the investment as approved. 
This is still true in those cases where any 
question arises in the minds of the Afghan 

. staff. 

The whole procedure of inspection of the 
factory and preparation of the Certificates 
by Implementation is performed by the 

advisors. 

The Secretary accompanies the inspection
 
and counter-signs the Certificate after the
 
advisors have signed.
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Steps 	in the Process 

Certificates are prepared by the 
Secretary on the basis of percents 
(50%; 100%; etc.) of the capacity 
as described in the Application. 

F. 	 Raw Material Importation. When a 
factory receives a Certificate, it can 
clear duty-free raw material through
Customs. Basically, the procedure 
is the same as that described for 
equipment, except that a very close
control is kept of volume vis-a-vis the
quantities listed in the Application. 

Certain "sensitive" items (e.g. rayon 
yarn) must be stored in approved ware
houses and are issued on a ration 
system, month by month. 

C. 	 Visas. Under the investors' Visa 
Decree, an established foreign investor 
may obtain a six-month renewable, 
multiple entry and exit visa. This
visa is obtained through the Secretary's
office which instructs the Ministries 

concerned to issue the visa. 

Miner Team Contribution 

In general, the advisors suggest and advise 
at every phase to make sure the systen 
remains as liberal in practice as it is in 
intention. The problems and duties are too 
many and too varied to be described in 
detail, but include: 
1. 	 Explanation and certification of 

invoices. 

2. 	 Inspection of the materials. 

3. 	 Procedural problem-solving. 
4. 	 Justification of changes in original 

quantities and items. 

5. 	 Operation of "rationing" systems for 
"sensitive" items. 

6. 	 Warehouse inspection and sealing. 

Tho idca of this visa as well as most of the 
wording in the Decree come from the advisors. 
At present, the only involvement by the 
advisors is to advise the Secretary as to the 
state of the investment itself which represents
the investor's permanent guarantee for taxes, 

duties, etc. which may be due to the Afghan
Government. 

111-13 I 



Chapter IV
 

THE PERSONAL ELEMENT
 

Advisor Activities
 

Afghan Counterparts
 

Afghan Investors
 



Chapter IV
 

THE PERSONAL ELEMENT
 

A. Advisor Activities 

As can be seen from the above, the whole process calls for considerable advisor involvement, 

particularly in regard to new questions. Slowly, however, this direct involvement diminishes as 

the Afghan staff becomes more familiar with the operation, to the point where--for that particular 

question at least--the advisors merely advise. Nevertheless, there are two views about this type 

of activity; one view holds that foreign advisors should "advise," period, without any operational 

involvement, even initially. 

Our own view is that, at least in Afghanistan, this is hardly possible. In the first place, an 

investment environment first of all consists of the daily treatment and procedures an investor meets 

with. In a very real sense, the environment is made by office staff, not by Ministers. At the time, 

the only concrete expression of industrial policy is the activities and procedures of the staff dealing 

with investors. The reverse is also true, the daily problems and operations of this same staff create 

policy both directly and indirectly. They not only have and use considerable discretionary power, 

but new problems are solved on the basis of specific recommendations made by-the Secretariat to 

the Committee and growing out of this practical daily experience. 

Thus to exert a useful influence on the course of events, the advisor must work with the 

Afghan staff, as a defacto member of it. He must work with the investors the same way, as if he 

were a de facto shareholder. Not only does this.give him the detailed understanding necessary to 

advise, but helps create the feeling of complete confidence and trust in his desire to help which is 

essential to exerting any influence at all in the Afghan cultural environment. 

Consequently, we feel that this involvement is the keystone of an advisor's work, without 

which everything else falls. We feel this to the extent that if we had to choose three slogans to 

paint on the side of our barn, they would be: 
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Procedure IsPolicy 

Operations Evolve Procedure 

Advisors Are Operational 

In this regard, the combination of circumstances created by the USAID operational pattern 

and the Afghan cultural pattern are almost perfect. First of all, Afghans have no national 

"inferiority complex," as is obvious (and in considerable contrast to some other Asian countries). 

They have never been colonized; in fact, they have killed more Englishmen that anybody. Con

sequently, they stand in no awe whatsoever of foreigners. Foreigners do not make them nervous, 

nor are they considered automatically a "danger." 

The result of this is that they are quite willing on principle to make use of foreign advisors 

and even to allow them a position of close contact at high levels practically unthinkable elsewhere. 
It all depends on the foreigner as an individual, because if the AfGhans have no complexes about 

foreigners, neither do they welcome them with open arms. In addition, they are traditionally 

hyper-suspicious until they know enough about a man's work, interests, position, etc. to feel that 
he is "safe." But above all, they want to know about his "diI ." 

"Dil" literally means "heart" but it is used to encompass a variety of concepts: devotion, 

trustworthiness, friendship, courage and other similar virtues considered essential in a man in 

Afghan tribal-based culture. Any man, foreign or Afghan, who can establish that his "dil" is 

both good and abundant is accepted. Any man who can't is out, even if he were to possess 

knowledge and abilities of the highest order. 

The USAID contracting system seems almost designed in advance to fit this situation. In the 
first place, the contractor appears to the Afghans as an independent expert placed at the full 

disposal of the Afghans. They have signed papers for him; he is "theirs." He is presumed to be 

paid to have no other interests at heart but Afghan development and Afghan best interests. The 
slightest encouragement by the advisor toward strengthening this idea (or, at least, care not to 

destroy it) is generally sufficient to make him readily acceptable. 
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B. Afghan Counterparts 

The Contractors in this Project were able to fulfill the Afghan requirements, be accepted and, 

thus be in a position to produce results. We were also extremely fortunate, from beginning to end, 

in that we were able to work with people on the Afghan side whose quality, devotion and determi

nation are second to none anywhere. In particular, we wish to call especial attention and to 

express our thanks to the following people: 

H. E. Dr. Nour Ali (Minister of Commerce, 1965-1969) 

H. E. Dr. Akbar Omar (Deputy Ministry of Commerce, 1965-1969, and Minister 

since November 1969)
 

Dr. Alt Nawaz (President of Trade, Ministry of Commerce)
 

Mr. Farid Rafiq (Secretary of the Investment Committee until September 1968)
 

Mr. Samor Bayat (Secretary of the Investment Committee since September 1968)
 

Without these five people, there could have been no Program. The Program obviously had 

to depend upon the Afghans, and these were the Afghans it depended on. Many other Afghans 

have made sizeable contributions and have been supporters in times of need, but without these 

five nothing could have been accomplished. Some illustrations of their efforts have already been 

given. More will be mentioned before this report is finished. 

C. Afghan Investors 

It should not be thought, however, that only within the Government was support and dedica

tion to be found. That supposedly non-existent species, the Afghan investor, was obviously even 

more important. 

In terms of cool risk taking, the writer has never seen anything comparable, particularly to 

the early investors. Not only were the first Afghan investors turning out their guarded capital to 

the light of day, they were doing so under a brand-new Program whose strength and staying power 
were unproved in a still fundamentally hostile environment. 

In addition to this, credit and financing--either short-term or long-term--were unobtainable 

and industrial land hard to find. 
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On top of this, they had no assurance of how the Investment Law would be administered, 

and prior experience was not encouraging. Under the previous legislation, the Herat Cotton 

Company had been formed and put into operation and had made a profit. When, however, they 
submitted their License as proof of tax exemption under the provisions of that Law, the Ministry 

of Finance refused to accept it. The Ministry of Mines & Industry, which was responsible for the 
administration of the then investment law, refused to intervene. Result. the company had to pay 

taxes in direct contravention to the provisions of the law under which they were licensed. 

What proof did early investors have that this sort of thing would not happen again? Only
 

Dr. Nour Ali's word, plus the symbolic presence of American advisors.
 

What evidence did they have that they would not be jumped on to document the origin of 
the capital they were now admitting they owned? Nothing at all--except the promise of 

Dr. Nour Ali. 

It is unlikely that General Motors would have considered this sufficient. But many Afghans 

had the guts to try, risking not only monetary loss, but unending harassment and trouble if anything 

went wrong. 

It is difficult not to admire them, particularly when it is considered that only a small fraction 

of the investors belong to the Afghan "Establishment." Mostly, they are "people nobody ever 

heard of;" educated sons of bazaar merchants, engineers on borrowed (family) capital who are 
tired of Government work, and even bearded tribal elders from the Frontier who have made a 

bundle in "trade" (i.e. smuggling--maybe even a little brigandage from the looks of some). 

At the same time, the spread over the various ethnic groups--even those who traditionally' 
suffer from lack of status--was remarkably large. city Kabulis, of course, but also tribal Pasht5cons, 

Kizelbash, Uzbeks, Turkomans, Tadjiks (ethnic not linguistic).and even (lately) a Hazaro. 

The social implications of all this were not always appreciated in all quarters, but this 
situation will be discussed more fully later in the Report. What is important here is to note the 

very widespread response throughout all groups of society (except the top Establishment) to a new 
opportunity for progress--a response which came even in the early days when it took real courage. 
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Chapter V 

METHODS AND APPROACH 

Before discussing the results of this Program, one word might be said about methods and 

approach used to achieve these results. The basis of these is that the principal goal of the MINER 

"philosophy" is to create that which is self-sustaining. Obviously, our business and industrial 

background has rigorously disciplined us in this direction; the recommendation of a non self

sustaining (and therefore un-economic) solution in business is unthinkable. 

In consequence, our first concern, automatically, is to find a solution which the clients 

will be able to carry on by themselves--if not immediately as in Afghanistan, at least in the 

reasonable future. If a permanent crutch is needed, it is no "solution." The first consequence of 

ihis outlook under Afghan conditions, is to pitch recommendations within the present capabilities 

and experience of the Afghans we are dealing with. 

This often means that both organizationally and financially, recommendations may seem to 

fall short of some theoretical standard; but the Afghans will be capable of carrying out and continu

ing these recommendations in spite of their "experience gap." 

For example, we have carefully avoided the organizing of large, public-held corporations 

even when they were theoretically indicated and even though the money is there. i Afghan 

experience is not yet sufficient to sustain them an the organizational-administrative level. 

As a result of this approach, we feel that our record is rather outstanding: 

1. Of 55 factories which had been opened by the end of 1970, 53 "werestill in operation. 

This survival rate is very good for early industrialization. If 25% had closed in the first two years, 

it would have been not unusual. 

2. The Industrial Park will be a fully economic, self-sustaining commercial corporation. 

3. The Karakul Institute has carried on successfully for over four years and is in good 

administrative and financial condition (see Volume II). 
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4. The Investment Advisory Center is financed and supported by the voluntary contribu

tion (voted by the Members) of the business community through the Chambers of Commerce. 

The methods used in securing this goal of self-sustaining entities can only be described as 

flexible. This is not a situation.where an overly rigorous and logical approach is of much use. In 

the first place, the logic of the people with whom you have to deal, the Afghans, is not our logic; 

and, secondly, their experience up to the present is still sosmall that you cannot yet expect them 

to go at it very logically. 

Rather you can only accept each problem as an opportunity. When faced by a concrete 

the Afghans are anxious to find a rapid solution. Such problems then become the instruproblem, 

ments for finding and implementing solutions. And the sum of the solutions slowly builds into a 

unified whole. Naturally, during this process you often find yourself working from "Z" back to 

"A," or starting from "M" and working in both directions. This is offset, however, by the assurance 

that you have people's full interest and attention,.and that the solution will be actually implemented. 

In order to maintain coherence under these conditions, it is essential that the advisors have 

a clear and concrete picture of exactly where they wish to arrive. Only then can they make sure 

that each piece as it is developed will fit the desired unified whole. If they have to have a 

complete "design" for their goals, it makes little difference which piece they work on next. If 

they lack such a concrete mental picture, they will be condemned to "ad hoc" themselves into 

total confusion . . . . Because there is little choice but to do the daily work largely on just such 

an ad hoc basis. 

This does not mean that long-range efforts are never made. It does mean, however, that the 

long-range plans will only come to be realized and implemented as the result of some ad hoc 

problem. While the necessity of setting up the Investment Advisory Center had long been foreseen 

and recommended, it was only put in the works when the Spinzar Company (51% Government) 

appealed for management consultancy to bail them out of their problems, and none was easily 

available due to the shortage of time and people and the distance to Kunduz. 

What has been accomplished in Afghanistan has been achieved following these methods and 

approaches. While they may seem to lack neatness, they have proved effective. To sum up, we 

have tried: 
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1. To create only self-sustaining entities. 

2. To implement our recommendations through finding solutions to actual concrete problems. 

3. To coordinate and unify such activity by having always firmly in mind the total, 

overall goals of the Project. 
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Chapter VI 

PROGRAM RESULTS 

The results obtained:in three and one-half years, under the circumstances described pbove, 

can best be shown by meaIfs of the attached chart. Appendices to this report contain the details, 

including a list of Approved Projects and various analyses concerning foreign investment, geo
graphical distribution, open factories, and others. In view of these Appendices, itis hardly appre

priate to go into detail'here rather, it seems more Important to examine our record in regard to 

the long-range goals which we had fixed for ourselves atthe start of the second phase of the Program. 

It will be recalled that, essentially, these were toattempt to create: 

1. Security and encouragement for private investment; 

2. Long- and short-term credit facilities; 

3. Communication between th " business cemmunif, and the Government; 

4. Unified administration for studies and projects. 

To these four, later practical necessity dded a fifth: 

5. An industrial area with adequate infrastructure for building factories. 

A. Security and Encouragement 

In regard to the first objective, security and encouragement for private investment, there is 

little question that it has been achieved beyond anything which could have reasonably been expected 

at the beginning of 1967. The mere statistics of applications submitted (217), of foreign investments 

approved (22), of the ever-increasing size of the investments (first application: $80,000; among the 

latest: $2,400,000)are more eloquent than any other statement. Obviously, there has been a most 

notable change in the last three and one-half years. It is sufficient just to compare it to the original 

environment described earlier in this report. 

The symbol of this revolutionary change is, of course, the Foreign and Domestic Private Invest

ment Law. Whatever omissions or imperfect provisions the Law may contain (and it contains several), 
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it was drawn by a group of people who understood exactly what was needed and what the psychological 

-and cultural milieu was in which they had to work. It is almost perfect in answering the worries and 

fears that then beset the Afghan business community. 

The principal technique for accomplishing this was to make the Law "non-ministerial" and to 

place it under the aegis of a separate Investment Committee of five Ministers (Commerce - Chairman, 

Mines & Industry, Planning, Finance, and Agriculture). Even now, though due to a historical acci

dent its administration rests entirely inside the Commerce Ministry, it is not considered the "property" 

of that Ministry, and a conscious effort is made to separate and keep separate its operation from that 

of the Ministry itself. Thus, there can be none of that private, intra-Ministry policy making that 

helped ruin the-previous laws. 

In addition, the Law specifically states that the Investment Committee shall decide by majority 

vote. This technique is anything but obvious in traditional Afghan culture where group decisions are 

an ancient institution (jirgah) but are supposed to be made by unanimous agreement. There is no 

question that without this specific proviso, the Committee would have automatically considered that 

it should continue to discuss each item until unanimous agreement was reached -- with what results 

for the Program can be imagined. The group unanimity instinct is so strong in Afghan culture, that 

even with this proviso, after a vote the losing minority members of the Committee regularly sign the 

majority decision -- thus at least outwardly preserving this cultural requirement. 

From this, however, the Program derives a subsidiary benefit. Since all five Ministers' signa

tures are on each decision and since they represent all the Ministries that an investor is likely to 

deal with, lower echelon sabotage or sandbagging can be dealt with by producing the original deci

sion paper and showing the recalcitrant bureaucrat his boss's signature. And this has been.done many 

times. However, in view of the inter-Ministerial nature of the Committee, cooperation is generally 

quite acceptable throughout the whole Afghan Government, and such incidents are not really frequent. 

While on this subject, note should be taken of the really remarkable cooperation which has 

always been shown by the Afghan customs, due largely to the participation of the Minister of Finance 

on the Investment Committee. The Afghan customs (like others) is not known for its broadness of 

-Otlook nor fondness for import innovations, and we had expected that our first battle royal would 

be with them. No such thing took place. On the contrary, they have always shown great under

standing and helpfulness. In this regard, of course, considerable credit must also go to the personal 

caliber of the Presidents of Customs, which has been very high. 
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Other examples could be given in great volume, but the point to be stressed is that whatever 

minor defects the Law may have operationally or economically, it is amasterpiece of cultural anthro

pology. And for this reason, it works. Enormous credit is due to those who drafted this legislation 

for their experience, understanding, and judgment in grasping this point. The moral, obviously, is 

that this type of legislation is not a "short term" project, nor can it simply be imported from else

where. The Asia Foundation legal advisor, the principal drafter, as well as the MINER Team Party 

Chief, had both spent almost three years in Afghanistan before they put a pen to paper, while on the 

Afghan side the drafters were Dr. Nour Ali personally and Dr. Ali Nawaz. 

Nevertheless, no matter how excellent the legislation, it is never enough by itself. The day

to-day administration must be infused with the same spirit. That it was, is to the great credit of 

Dr. Nour Ali, who absolutely insisted that the Law be administered liberally, Fairly, and in a manner 

to encourage investors. He-carefully hand-picked the personnel who were to work with the Program, 

particularly the first Secretary of the Investment Committee, Mr. Farid Rafiq, as well as his successor, 

Mr. Sarwor Bayat. It would be hard to imagine better choices. 

Nevertheless, particularly at the beginning, while Afghan goodwill and good intentions were 

abundant, they had very little-idea of how they could carry these out in daily practice. Here, too, 

Dr. Nour Ali made a decision which was basic to the success of the Program: he decided to let those 

who did know (the American advisors) tell him. Thus, rather than try and "re-invent Puerto Rico" 

by trial and error, the Program was able to get off to a relatively fast, good start down the right 

track. The details of this process have been described elsewhere; here we will limit ourselves to the 

result. 

The result we refer to almost amounts to a discovery: environment, by itself, is enough. What 

we mean by this is that the Program offered nothing but environment: we had no credit facilities to 

offer, no subsidies, not even good industrial sites (even for payment, let alone free), nothing at all 

of all those other services and incentives normally associated with private industry promotion. Yet, 

we successfully promoted private industry. To us, therefore, Afghanistan's experience seems a.text

book example, or controlled laboratory test, of the fact that for private investment, environment 

comes close to being everything. Not that all the rest is not useful; on the contrary, the rate of 

implemented investment may well depend on the rest, but it is not the "philosopher's stone" of 

private enterprise. That, if there is one, is environment and environment alone. 
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Our experience would seem to show that if the environment is really good, then investment 

comes -- both foreign and domestic -- and all the rest is merely an "extra." Exceedingly useful, 

but an extra. The converse is undoubtedly true: without a good basic environment and investment 

climate, private investment is hard to come by no matter how much credit, plans, advice, industricl 

estates, or Centers are available. The present situation of the Peshawar area may well be the exarrple 
of this. 

From a purely economic viewpoint, it is hardly understandable that a business would prefer 

Kabul to Peshawar with its access to banks (including PICIC), plentiful electric power, huge national 
market, and ready-to-occupy lndustrial Estate. Yet practically no one is investing in Peshawar, 

and everyone (including the citizens of Peshawar) is coming to Kabul. There are only two possible 

reasons: lack of currency control and more encouraging environment. We are convinced that it is 

the latter that counts. 

Environment cannot, of course, determine the rate of such investment by itself. What it pre

sumably can assure is that "significant" investment will be forthcoming. In the specific case of 

Afghanistan, the rate was determined by various factors, not the least of which was that the time 

was ripe economically speaking. In 1966 Afghanistan was full cf frustrated investors. We know 
personally of projects which had been planned and mulled over for 10 years. Obviously, when invest

ment came, it started with a shock-wave consisting of this pent-up demand, which itself was a factor 

in creating both the better environment and a rapid rate of additional investment. 

Yet it is important to remember that while there was a considerablebacklog (largely unsuspected) 

of frustrated projects and money to go with them, in fact not a penny was spent until the environment 

was changed -- and only the environment. Then the dam broke and the money poured forth without 

waiting for credit, industrial sites, or suPporting services. On February 23, 1967, Afghanistan was 

just the same economically as it had been on February 22 -- the only novelty was that now the Invest
ment Low was in force. 

The logic of this position also leads to the conclusion that most private investment is, therefore, 

in a very basic sense also non-economically motivated. We feel this is true. Not that the economics 

don't count -- they most certainly do: but, in our view, they are practically never the sole deter
mining factor. The subject will be discussed more fully at a later point in the report. 
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B. Credit and Credit Institutions 

As we have already noted, the Program -- during its life -- did not seem very successful in 
regard to this second objective. Only in January 1971, technically after the period of this report, 

did the Lower House of Parliament finally pass the enabling legislation for the "Industrial Develop

ment Bank of Afghanistan (IDBA)." This legislation, however, had been sitting before Parliament 

for over two years without being acted on, while at the same time the two private banks in the 

country were admirably restraining their enthusiasm for industrial finance. 

Consequently, during the period dealt with here, financing for industry was, for all practical 
purposes, nil; and for many months yet the situation will remain the same. Rarely has an industrial 
program been so successful with so little credit. One can only conclude that with adequate credit 

progress would be really startling, even in spite of the trained management problem. As it is, the 
investors cannot even make use of foreign suppliers' credit which may be offered them, as this gener

ally entails a bank guarantee from the Afghan end. Even this is normally beyond the purview of 
Afghan banking operations. What this situation does to the rate of implementation of approved 
investments can well be imagined. 

While the investors have the necessary resources (they have to'.), they rarely have them as 

liquid cash in their pocket. Thus, they are forced to implement their projects in bits and pieces. 
The classic example is the textile industry, where a typical factory's history would be something 

like this: 

1st Stage Jerry-built building with 20 looms 

2nd Stage Add 20 more looms 

3rd Stage Re-build building slightly larger, add 30 more looms 

4th Stage Add 20 more looms 

5th Stage Build separate building (empty) for dyeing and finishing 

6th Stage Buy a dye vat and install 

7th Stage Buy a boiler and install 

8th Stage Buy a colander and install 

9th Stage Buy a dryer and install 

and so on ad infinitum. The process goes on as rapidly as the investor can collect liquid cash. 
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Fortunately, early-type textile production lends itself to this type of implementation without 

too much wastage. It is hardly the some in other industries, who may have to wait a year or a 

year and a half after project approval before they can collect enough cash to even begin. 

The only silver lining in this situation is that it automatically prevents starting "too big." 

This is not an indifferent benefit in Afghanistan, where industrial management experience is still 

exceedingly rare. For totally extraneous financial reasons, an entrepreneur is normally prevented 

from beginning with a project bigger than he can manage adequately. 

The greatest immediate danger for the future lies in the total lack of working capital financing 

or re-financing. One mistake and the investor is dead -- even if he has now learned what not to do. 

One month of slow collections and he is dead again -- even if he has plenty of good invoices against 

first class customers. There is just no place to go for help. 

The danger here, of course, is that of wasting Afghanistan's scarcest resources: trained manage

ment. Just as the entrepreneur begins to learn his job -- albeit the hard way -- he is likely to be 

out of business. His successor, who might buy the plant for a song, has to start all over again at 

Square One -- with an equal danger of repeating his predecessor's fate. The worst aspect of this is 

that the "failure" of the company would not, in fact, be tied to "pbor management." The owner 

could be the best of our neophyte managers and still go down for what amounts to extraneous finan

cial reasons. How many top members of the American Management Association could run their 

businesses without any bank at all ? 

Under the circumstances, the Afghan investors do what they can -- the money bazaar at 20%, 

short-term personal loans from family and clan -- c very dangerous proceeding -- and any form of 

finagling which their 2500 years of tradi ng experience might suggest. 

What else can they do? Their only alternative would be to close the factory and throw away 

the key at the first financial bind. So far, the investors have managed to keep going. But in the 

future? In the writer's view, the fastest way out of this situation consists of two steps, both difficult: 

1. Implement the IDBA on a crash basis, and 

2. Obtain permission for a foreign commercial bank to open in Kabul; 

VI-7
 



plus a third, most difficult of all (which would represent the optimum): 

3. Passage of a general Banking Law covering bank operation, collateral, chattel mort

gages, etc.
 

Inregard to the IDBA, it should be remembered that the enabling legislation, while it has 

passed its one real obstacle -- the Lower House -- still has to be passed by the Senate and signed 

by His Majesty. At present writing, the Senate cannot pass it as it lacks a quorum, being short 
28 appointed Senators. For contingent political reasons, the King appears to wish to delay the nomi

nation of these Senators, and it would appear that some time in the spring is the earliest the announce

ment can be hoped for. Once the Senate can legally convene, one can only hope that the IDBA will 
be their first order of business, and that the King will not delay his signature. 

Thus while the greatest problem -- the Lower House -- has been solved, for which the strenu

ous and unremitting campaigning by the MINER team certainly deserves a fair portion of the credit, 
we still have quite a way to go before there is really a legal basis for the Bank. 

Once this is secure, the Bank must be organized. Chase International by this time has long 
since dismantled its original plans. Even the consortium of other investing foreign banks must be 
reconstructed, not to mention the foreign personnel destined for Kabul. Furthermore, an Afghan 

President of the Bank must be chosen and approved -- knowing Afghanistan, this ought to be quite 
a process. Therefore, the beginning of 1972 as a starting date for a real Bank is already optimistic. 

Consequently, every effort ought to be made to speed up this process. First of all, by influence 

and encouragement, the RGA should be kept heading on course and urged to hurry. At the same 

time, certain preliminary measures can be taken in preparation for the Bank's opening. Chief among 
these would be the completion of a Survey of Afghan Industry Financing Needs. 

This survey, which has already been discussed with Chase, would be aimed at giving them a 

detailed schedule of probable loan demand for the first three years of the IDBA's operation with 

detailed comment on the Project, the investors, and the feasibility-bankability of each. 

Such a survey would get the IDBA off to a good head start if performed immediately. It could 

also be performed in a fraction of the time it would take a newly organized bank to collect the same 

information. 

VI-8 



No more time should be lost in getting the IDBA operational, even in an initially small scale. 

Even a mini-IDBA could play a very essential role. One example of its effect would be to offer 

the required Afghan bank guarantee to overseas machinery suppliers. By this simple activity, 

literally millions of dollars of medium end long-term credit would be generated for the economy, 

and the bank's already subscribed private capital would be more than sufficient reserves. 

Another important effect would be the pressure immediately exerted toward solving the short

term working capital loan problem. As mentioned above, the writer feels that this can only be 

satisfactorily solved by the introduction of a foreign commercial bank. And the IDBA could play 

a key "political" role in achieving this. 

In regard to the presence of a foreign bank, the greatest advantage would be that from the 

moment it opened its doors, Afghanistan would have not one, but two effective commercial banks. 

the other being Bank-i-Mille. Bank-i-Mille has the resources, know-how, experience, and connec

tions to do the job as well as any foreign bank. They will not, however, do it until forced by some 

effective competition, and the President of the bank is quite willing to admit it. They will not, 

under any circumstances, allow another bank to get the jump on them. If forced to, they will become 

a real bank and a very effective one. 

It may surprise some to learn that in spite of this attitude, the Bank-i-Mille is not the stumbling 

block to foreign bank operation in Afghanistan. In fact, Bank-i-Mille is anxious to go partners with 

a suitable foreign bank. Even if a foreign bank were to represent pure competition, it would hardly 
"scare" Bank-i-Mille. In fact, the President would welcome a foreign bank as a competitor almost 

as much as a partner, being perfectly convinced personally of the fact that such modern, foreign 

bank operation would only increase the total banking business -- of which Bank-i-Mille would again 

get the lion's share. 

The obstacles to foreign bank operation must be locked for elsewhere. Apparently the Do 

Afghanistan Bank (the Afghan central bank) is most reluctant in this regard, being afraid of what 
would happen to their notoriously inefficient commercial operations. The fact that such competition 

would force them out of commercial operations and back to strict central banking is something which 

can only be welcomed from the point of view of the economic development of the country. 

This same negative attitude seems to have been adopted also by the Deputy Prime Minister, 
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who, we understand, is more fearful of the effects of foreign bank operation on the Da Afghanistan 

and Pashtany Tejaraty banks than he is of the effects of lack of credit on the national economic 

development. 

Yet, in our view, the problem is soluble. Although the representatives of the American 

Government are always very rightly reluctant to appear as "promoters" of specific American busi

nesses, in this case it is the writer's feeling that the requirements of Afghan development coincide 

with the interests of certain American banks (e.g. First National City Bank). We would strongly 

recommend, therefore, a major effort by both USAID and the Embassy to convince the Royal Govern

ment of Afghanistan of the value and even essentiality of having a foreign commercial bank (even if 

one or more of the contenders will be American). We are sure that with the latent support already 

existing within the Afghan Government, such a "campaign" would bear fruit. Certainly, the future 

of the factories established under this Program may well depend on it. 

As far as a comprehensive Bank Law is concerned, the future does not seem as sanguine -

in spite of the various (and contradictory) drafting efforts now being undertaken. However, in view 

of the lack of such legislation, it is not entirely fair to totally blame Bank-i-Mille and the others 

for the absence of industrial finance. 

Among the points not covered, or inadequately covered, by present Afghan legislation are 

the following: 

1. Bad checks; 

2. Chattel mortgages; 

3. Liens; 

4. Legal status of collateral. 

These four alone are enough to put a sizeable crimp in any banking operation. In addition, 

the traditional Moslem Common Law (Sharia') is often applied by the courts to purely commercial 

cases, inappropriately and probably illegally. Among the many problems this causes is the one 

created by the ancient tradition of continuously extending the Sharia' concept of the "inalienable 

homestead." Muhammad originally taught that a man's house and his field could not be taken from 
him for debt, thus reducing him and his family to starvation. 
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Today this humane and liberal concept from the 7th century has been so extended by inter

pretation, that if a businessman's eighth cousin, via his grandfather's number four wife, is employed 

as a watchman at the businessman's warehouse, there is a danger a court will hold the warehouse to 

be part of that family's "inalienable homestead," as it is a fixed asset from which a member of the 

family gains his livelihood. 

In general, the courts are very reluctant in any foreclosure proceedings. This reluctance 

manifests itsel f first of all in very great delays both before and during a case. 

An added problem is that of enforcing judgments when, after two or three years, the courts 

finally decide in the bank's favor. The mechanism of enforcement is commercial cases is decidedly 

inadequate, and if the defaulter simply refuses to deliver up the money or the collateral, the bank 

more often than not ends up with nothing more than a beautifully inscribed Persian document on 

gold-bordered paper. 

As a result, percentage of default and bad debts on the few loans actually made is astronomical. 

The situation is such that the clients are positively invited not to pay, since they well know that they 

have an exceedingly high probability of getting away with it. This should also be seen in connection 

with the temptation to re-lend borrowed funds on the Money Bazaar, or otherwise, at rates of up to 

30%. These interest rates, incidentally, are often masked to appear to conform with the Koranic 

injunction forbidding interest. One of the usual techniques is the phony trading transaction: the 

lender agrees to "buy" a certain amount of wheat from the borrower at a price, and the borrower 

agrees to "buy" it all back again in 30 or 60 or 90 days at a considerably higher price. 

While there are definite techniques for operating a bank under such conditions (a similar" 

situation did not prevent an immense growth of banking in old China), still it cannot be expected 

that the local banks will be wildly enthusiastic about exploring new types of financing. On the 

other hand, legislation in Afghanistan is an agonizing process. Even if a single, agreed, adequate 

draft of a banking law is produced in the near future, how long will it take to get it passed by 

Parliament? Yet no piece of legislation -- not even the IDBA -- would mean as much to the 

economic development of the country. 
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C. Communication Between The Business Community and Government 

Such communications cannot be invented, they have to evolve over-a period of time. Even 

with this qualification, however, the situation has improved vastly over the past three years. At 

least today some dialogue exists, whereas previously there was none -- unless a businessman happened 

also in his own right to have a family or non-business position such that he would be listened to 

anyway, in spite of being a businessman. 

The original instinct of the Government was that businessmen were there to be told, not 

listened to. This was evident in many instances. The private investors in both the Kandahar Fruit 
Company and the Balkh Textile Mill were simply called in by Mines & Industry and told they were 

going to invest (and how much). Even in the Ministry of Commerce, in the ecrly days, the writer 

can recall officials examining an application to form a corporation, laughing at the name, and then 

striking it out because it was "silly." After a moment's thought, a new name was suggested and 

inserted in the application without even informing the.shareholders. The thought never passed through 

anybody's mind that the shareholders had anything to say about it. 

We have certainly come a long way from that, at any rate. The first channel of communication 

which began to be opened was indirect: since Afghan officials would listen to advisors, and advisors 

would listen to businessmen, the advisors became a message center passing opinions, complaints, 

and suggestions back and 'forth in both directions. 

Slowly, as factories began to open and products began to be physically visible, the Afghan 

investor began to.acquire a minimum stature of his own. To keep this industrial progress rolling, 

it became obvious that he, too, would have to be listened to. However, it was so against the 

training and procedures of Afghan officialdom, that for many months the advisors' suggestions in 

this regard came as shocks of an almost revolutionary nature. 

A problem would occur where no one could understand an investor's procedures, or imports, 

or written request. After much puzzling and discussion, during which suspicion of the investor's 

intentions arose like a fog, an advisor would be asked if he could make head or tail of this action 

by the investor. Upon the advisor's remarking, "Why don't we ask him?" there would be a stunned 
silence. On the advisor's further suggestion that "we all get in a car and go over to the factory 

and look," the silence would deepen. Finally somebody would say, "Yes, I guess we could, couldn't 

we?" 
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It was not that they were against the idea. It had just never occurred to them. Businessmen 

were simply not people one conferred with. They lacked the necessary status. 

Although the situation is vastly improved, they still lack the status that is really required. 

Afghan investors are very conscious of this and inhibited by it. Since it is only recently that they 

have been "authorized" to speak at all, they are still very cautious about using this new "privilege." 

So cautious, indeed, that we have seen them refuse to join together and speak up even when their 

industrial lives were-at stake. 

Probably the best improvement, and one which will eventually institutionalize such Govern

ment-business communication, was the decision of the Ministry of Commerce to reserve one-third of 

the membership of the Chamber of Commerce to investors (previously industry was excluded), thus 

creating, in effect if not in law, a "Chamber of Commerce and Industry." 

The Chambers of Commerce themselves are a prime example of the problem, not being Cham

bers of Commerce at all in our sense of the term, but merely the "lay branch" of the Ministry of 

Commerce. Nevertheless, they do represent the "authorized forum" for discussion of commercial 

questions, and for this reason, membership seats are hotly contested among trade license holders 

who constitute a sort of voting constituency. In addition, membership in the Chambers of Commerce 

finally gives a businessman that minimum of official status he so desperately needs. 

So it has been that for the last year in the Chamber, the old traditional 'Uncle Toms" from the 

bazaar have been joined by a newer, younger and more dynamic element made up of our investors. 

The results have been very noticeable and, in fact, cause for some "scandal ." They have gotten 

into several head-on collisions with the President-General of the Chamber of Commerce (a Govern

ment official) and in general -continue to press for more control by the members, more modern 

activities, and more change in everything. 

It will take time for this situation to mature, but it is unlikely that the clock can be turned 

back. Communication is on its way and in time will bear its fruit. Its rate of progress will undoubt

edly be proportional to the rate of factory openings, since the real cause of the Government's 

increased readiness to listen is the increasingly important economic role played by the investors, 

which simply cannot be ignored. 
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D. Unified Administration of Studies and Projects 

This has been accomplished very successfully, at least as Far as private investment is concerned. 

The first impetus was given by the original spurning of the Program by the other economic Ministries. 

Thus, all the activity came to rest exclusively in the Ministry of Commerce. 

The degree to which this policy was insisted on by the other Ministries seems hard to credit
 

today. At one time, for example, we attempted to interest the foreign advisors at the Ministry of
 

Mines and Industry in helping with project analysis and had proceeded to the point where an English 

U.N. advisor was working on an investment project. He was called in officially by the then Deputy 
Minister and ordered to drop it, and warned that in the future he was expected to have nothing what

soever to do with the private investment program. 

Under the circumstances, "unified administration" was hardly a problem. The problem was the 

reverse: how to find enough hands to cope with the work. The Projects as such and the Program as a 
whole were (and still are) handled exclusively through the Secretariat of the Investment Committee. 

Initially, the project preparation work was done entirely by the MINER Chief of Party, who 
divided his time between this work and policy consultancy to the Secretary and the Committee. 

Just in time to prevent him from being totally overwhelmed by the volume of work, a second MINER 

advisor arrived. 

The second advisor concentrated on project preparation and investor consultancy. Finally, a 

third advisor also arrived and he operated in the field of open-factory trouble-shooting as well as 

project preparation. It should not be assumed, however, that there were any water-tight compart
ments. The basic operational principle -- which almost can be classed as an Afghan instinct -

is that of a customer-by-customer approach. Once an Afghan investor begins working with a specific 

advisor, he comes to consider him "his" advisor and will change to working with another with visible 

reluctance. 

Consequently, we would try and divide up the "customers" according to whomever appeared 

to be most familiar with that project's presumed problems and operation. After which the same 
advisor would normally assist the investor all the way through: feasibility, approval, implementa

tion, and start-up and beyond. 
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In addition to the maximum of three MINER advisors, at one time (1969) we were joined by 

a German advisor from the Hendrickson Group and a part-time Indian U.N. tanning and leather 

specialist. These, being generically assigned to help the Program, aggregated themselves to us, 

and we, in our turn, offered them full use of our offices, equipment, and secretary. Thus we were 

able to blend all of us into a sort of "super-team" which worked as a unit on behalf of and under the 

direction of the Secretary of the Investment Committee. 

This total staffing of four-and-a-half advisors (3 Americans, 1 German, I U.N. part-time) 

was able to carry the load quite satisfactorily at that time. However, it will be obvious that while 

projects got prepared and implemented (the first requirement), nothing was being institutionalized, 

except possibly the foreign advisory services. For this reason, we began to campaign intensively for 

the Investment Advisory Center as an organized Afghan institution. 

The purpose of the Center is to provide in a permanent and organized fashion all those services 

originally provided by the foreign advisors alone. In addition, it is hoped that under the more ample 

organization of the Center, time could be found to do advance feasibility studies to locate new and 

interesting fields for investment. Under the present set'up, time is simply not available to the 

advisors to even begin this work, faced as they are with a flood of current projects, problems, 

policies, and expansions. 

A further, and vital, purpose of the Center is to provide and train Afghans in such consultancy 

work. While this is certainly a long-term project, it had best be begun, and in the least bureau

cratic environment possible. 

Initially, the Center project suffered a severe set-back in being tied to the IDBA. It had been 

conceived as a who] ly-owned subsidiary of the Bank, principally to ensure its independence and 

financing. When, however, the Bank ran into trouble in Parliament, the Center also had to suffer. 

Dr. Nour All then looked for a temporary alternative and found one-in the Chamber of Com
merce. He arranged to have the Center born as a temporary department of the Chamber; however, 

lack of suitable quarters and the requirement of gearing its operation to the unsuitable procedures 

and outlook of the Chamber proved in practice that this was not right either. When this became 

fully apparent, Dr. Nour Ali's successor, Dr. Akbar Omar, began to explore other possibilities. 

Since Dr. Akbar, as Deputy Minister, had been closely involved with the Program since its inception 
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and since it was and is his object to fully implement the plans drafted during Dr. Nour Ali's tenure, 

he was very much aware of the need to institutionalize industrial assistance and to introduce an 

Afghan component. 

Consequently, it has now been decided by Dr. Akbar Omar that while the Chamber will con

tinue to carry the Center on its budget, the Center will be physically removed to newly re-modeled
 

quarters where it will operate under its own Director-General.
 

At the same time, it is intended to remove an expanded Secretariat to the other floor of the
 

same building, thus creating in practice a unified.private investment "division."
 

In terms of advisory personnel, the Center will now have, in addition to the three presumed 

American advisors, one German advisor (Hendrickson Group) and possibly a second; one French 

advisor (CINAM); one British advisor (Colombo Plan) supposedly on the way; and the indian U.N. 

part-time tanning and leather specialist. 

Besides administrative staff, there will be up to twelve Afghan trainee-counterparts of whom 

four are already selected. 

Thus, it would seem that the third requirement, unified administration, had been not only well 

met but also put on the road to permanent organization. 

E. Industrial Park 

A problem which became acute as soon as factories began to be implemented was: where to 

put them? There are only two small areas in the whole of Afghanistan which are, at the present time, 

at all suitable for private investment. These are: (1) the suburbs of Jolalabad and (2) the Pul-i-Charkhi 

area of Kabul. All other areas still either lack roads, water, or power, or are government factory 

company towns. 

Under these circumstances, that one zone of the capital, Pul-i-Charkhi, which lent itself to 

industrialization, became immediately over-crowded even before the factories were built, as all the 

investors were forced to search there for land. In roughly a year and a half, prices of land along the 

Jalalabad Road shot up from around Afs. 40,000-50,000 per jereeb (1/2 acre) to Afs. 200,000 and 

even more. 
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The situation was complicated by the Urban Planning Board's decision to bar new industrial 

establishments within the city limits, thus restricting the area even more. 

A further problem was the fact that foreigners and foreign concerns may not own land, but must 

only rent through a burdensome and complicated official procedure. 

In spite of the problems and in spite of the cost, some seventeen new factories (at the time of 

writing) managed to squeeze in along the Jalalabad Road between the city limits and the Military 

Camp. However, long before this it become obvious that something organized would hove to be 

done or the Program would strangle itself. The only reasonable solution, given the demand for sites 

and the lack of suitable land, was an organized Industrial Park. This was first tried in relation to 

a large block of private land owned by a single individual, located on the Jalalabad Road near the 

Military Camp. A portion of the area, some 375 jereebs out of a total of more than 1,000, were 

surveyed. A plan was prepared. An attempt by the Army to block the project for "security reasons" 

was frustrated. Costs were obtained and a complete project finalized. Even the promise of a certain 

amount of bank financing was obtained. 

The Investment Committee, however, was upset at the idea that the private owner (now very 

enthusiastic for the project) would make a profit on what they considered "land speculation," 

particularly on an activity which in other countries was normally subsidized to reduce cost. After 

a dangerous moment in which they considered simply condemning the land for the Government, by 

which the investor would have lost his shirt instead of making a profit, they finally decided after 

much lost time simply not to approve the project. 

The discussion, however, did serve to rivet their attention on the existence of the problem 

and the urgent need for a solution. They, therefore, had a search made of Government records 

to see if there were not a suitable piece of Government land in the same area. The search fortunately 

turned up a plot of 1,600 jereebs (800 acres) lying parallel to the Jalalabad Road and roughly 

400 yards north of it. By Cabinet Decree No. 1760, dated September 15, 1969, this land was 

conveyed to the Investment Committee for an industrial park. 

The question of how to develop it with the minimum necessary infrastructure became the next 

agonizing problem as the land in question was a zeppelin-shaped piece of empty scrub flats between 

some low hills on the north and the built-up area along the road to the south. There was nothing on 
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it (except squatters); it needed everything and no sign of a budget to work with. While we were 

studying this problem of making something from nothing, it come to our attention that the Asian 

Development Bank Was searching for a good feasible Afghan project. When an ADB team next 

visited Kabul in early 1970, the MINER team talked with them over a period of several days and 

succeeded in convincing them that the Industrial Park should be taken into consideration as their 

first Afghan project. In view of the many still open questions which had to be answered and on the 

basis of mutual proposals between the Afghan Government and the Bank, a separate contract was let 

to THOMAS H. MINER & ASSOCIATES, INC., to provide a feasibility study as a basis for long-term 

financing. 

A separate MINER ADB team arrived in September 1970 to conduct the Field study and left in 

early November. The engineering side of this study was fairly excruciating due to the general vague

ness of Afghan data (boundaries, size and direction of airport extension, test boring of trial wells, 

etc.). However, the study is now (December 1970) near final completion. It is assumed that the 

outcome will be favorable and that the Asian Development Bank will rapidly proceed with the project. 

In this manner, we hope that within the next few months this basic problem will be well on its way to 

solution, and, hopefully, within a year the Industrial Park will begin to offer services to investors. 

It should be noted that this solution will be independently organized and financed through commercial 
loans. While some ad joc initial assistance from AID may be useful, it will not require any AID money, 
nor an AID Project, nor even AID-sponsored advisors. It is a successful example of what MINER strives 

to achieve: the creation of self-sustairing, self-financing entities which, while they may require 

consultancy during their teething periods, can then be left to go their own way. 
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Chapter VII 

IMPACT OF THE PROGRAM 

At this point, having given a brief history of what happened and how it happened, and having 

summarized our results against the principal goals we had set for ourselves, it would seem appropriate 

to evaluate the general impact of what has been done on the development of Afghanistan. This can 

be divided into two headings, sociological impact and economic impact. Frankly, we feel the first 

is probably the more significant in spite of the many and very isible results of the second. 

A. Sociological Impact 

It must be realized that in Afghanistan this Program is highly "revolutionary." Basically, this 

is because for the Program to succeed, it must turn a vast number of traditional Afghan habits, atti

tudes, practices, and mores upside down. Further, the more it succeeds, the more habits, attitudes, 

etc., come under attack; and finally, once these have changed, the dynamics of industrialization 

will not permit them to slip back. All this leads to change, social mobility, new life styles, and a 

new attitude to authority; but above all, to change: change in everything from principles to details 

in rapidly widening circles. In a country where change has been practically unknown, any change 

is revolutionary; and its psychological impact is hard for Westerners to comprehend. Yet such change 

cannot be escaped; it is the first quality of industrialization and always has a social content. 

One quick example: how do women factory workers, employed together with "strange men," 

manage to get their job done while wearing a "chaderi" (a long, flowing garment covering head, 

face -- with a small piece of netting to see through -- body, and legs to the ankles)? Afghan solu

tion: first you have them fold it back over the top of the head, thus freeing the face and hands. 

Now they can work but cannot be considered "out of chaderi." Next you wait until some poor lady 

gets her chaderi caught in moving machinery (hoping she doesn't get killed); after this, the question 

will not arise. Even in this silly (but true) example, the social implications are obviousand are 

affecting the poorer classes who are not only the most numerous but also the most orthodox and the 

least affected by the many Royal Pronouncements on Modern Women and Feminine Progress. 

That there was any social implication at all to industrialization was totally unsuspected at the 

beginning by the overwhelming majority of the Afghan Establishment. Those Who knew (e.g. 
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Dr. Nour Ali) made sure to keep their mouths shut. If the "news" had leaked out, it is highly 

doubtful if the log-rolling "agreement" of May 1967 could ever have been made. 

Thus we are not only "revolutionary," we are also a sort of Trojan Horse, which, under the 

guise of providing industrial products, managed to introduce all kinds of sociological surprises into 

the ancient Afghan'fortress. For a long time -- once this began to be realized -- the reaction on 

the part of the old-fashioned Establishmentarians was understandably bitter, and some rather nasty 

efforts at "counter-revolution" ensued. 

It is worth pausing a moment to consider what is so upsetting to the traditionalists -- at least 
as it appears from our experience. While there are many things which they find disturbing, there 
are three that seem to stand out especially. 

I. Any change is frightening. While today even the most dyed-in-the-wool orthodox
 
reactionary admits the need for change in Afghanistan, the shock of coming face to face with it
 
is considerable. To talk about it is one thing; to live through it is quite another, particularly if
 
you have been formed in a society where any change was an enormous rarity. This reaction of a 
sort of shock is visible at all levels of Afghan contacts, including those of the most proven dedi
cation to changing things. When it actually happens they act, literally, as if their breath had 

been taken away. If even the convinced innovators often have this reaction, how will the tradi
tionalists react (who generally have nothing personally to gain by the change)? 

2. Neither the rate nor nature of these social changes can be properly "controlled." 

It must be remembered that up to the present one of the fundamental lessons of history, learned by 
every thinking Afghan, was that the opposite of control is not.freedom but bloody anarchy. If the 
King and his Government weri' not more than strong, even tyrannicdl, with everything under 

complete control, society regularly fell apart. 

Example: the story of King Amanullah (1919-1929) who made heroic attempts at 

modernization, including representative democracy, freeing women from "purdah" and even an 
attempt at industrialization, but who neglected the apparatus of control -- the Army and the 
Palace. He was evicted by a revolt of tribesmen led by mullahs, and the country suffered a year 

of total anarchy under the usurping bandit-"king" Baccha-e-Seqao, under the dynasty was restored 

militarily in the person of King Nadir Shah, fhe present king's father. Amanullah, instead of 
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being the Ataturk or Rena Shah of the Afghans, died alone in exile in 1963, and only now is his 

work beginning to be understood and appreciated. Any Afghan over the age of 50 remembers 

with horror the year of Baccha-e-Seqao's anarchy. 

Example: the fact that since Dost Mohammad Khan (d. 1868) only one king has died 

in bed and still king -- Abdur Rahman (1878-1901), whose specialty was blowing his opprdtion 

cut of the Noon Gun. Every other king either died assassinated or in exile with the exception, 

of course, of his present Majesty. It might be noted, incidentally, that His Majesty's reign of 37 

years so far constitutes the all-time record since the Kingdom was founded. 

Not surprisingly, therefore, the basic function of Government (and society) in Afghan

istan has not been to do, but to control. Immobility is accepted easily; better to stagnate rather 

than let somebody do something you can't thoroughly and totally control. He may break completely 

loose and do who knows what. 

The social changes brought about by industry are too many, too fast, and too unexpected 

to be brought under this kind of control, whereby nothing can happen unless approved in advance 

and re-approved daily as it is carried out. By their nature, the changes we are talking about are 

uncontrollable. And it is this very sensation of things being "out of control" which is so upsetting. 

In an Afghan context, the risks the traditionalists instinctively feel they are running 

may be historically valid, but if progress is wanted, the risks will simply have to be taken. 

3. The changes benefit unknown people. This is perhaps the most frightening, especially 

in a society as oriented to personal relationships as this one. The investors, as mentioned before, 

are almost all "people nobody ever heard of" who are using the private industry program to make 

an end run around the Establishment. 

Traditionally, one could progress in stature in Afghanistan only if one's family were 

vouched for, if one were well-known, if one's activities fell into the "safe" and controlled reper

tory, and if nobody had any doubt whatsoever as to one's loyalty to the Establishment and the system. 

Now unknown people are becoming important and powerful without any reference to the traditional 

system of advancement, merely through making money. In addition, they have followers -

workers -- whom they can control and influence, thus multiplying the "danger" enormously. 
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Worse yet, very many come from ethnic groups whose rise in the society has always
 

been very carefully supervised (and minimized) and who normally do not possess much stature.
 

This situation is especially annoying and tends to undermire the unspoken Pashtoon dominance
 

within Afghanistan. It is a fact which brings home the idea of change with a vengeance.
 

A corollary to the rise of the "nobodies" is obviously the counterbalancing relative
 

decline of the Establishment. Every time an "unknown" Uzbek (for instance) rises to importance,
 

the Establishment's monopoly of power is just that much less. Many of the Establishment feel they 

can only watch their own eventual demise unless they can stop-or control the Program. 

This, in the writer's view, was the basic motive for'the very serious and dangerous 

attempt made on the Program which came to a head in the spring of 1970. This attack, known as 

the "Rais-e-Dewan Incident," has been thoroughly documented elsewhere; here -- rather than 

give another detailed history -- we feel it more important to examine what we feel to be the causes 

and significance of this vicious attack. 

The "Rais-e-Dewan-e-Masabat" is, in English, the President of the Government Inves

tigation and Auditing Department of the Prime Ministry: a theoretical equivalent of the American 

Government's General Auditing Office. Based on rumors circulating around the bazaar of abuses 

concerning imported duty-free rayon yarn for the new textile factories, the investigators from this 
office suddenly descended on the Program in the spring of 1969. 

In order to put the matter in its true proportion, a word should be said about these 

abuses. There is no question that certain of our new textile factories had dumped duty-free rayon 

yarn on the bazaar, instead of weaving it, for "export" to the apparently insatiable Pakistan 

market. The reason almost always was to create liquid cash in the lack of any banking system. 
The only proven case, incidentally, was not proven by the elaborate investigation of the Rais

e-Dewan but by the Secretary of the Investment Committee. 

The following figures are important in understanding what was taking place: of all the 

rayon yarn imported in 1348 (1968-69), approximately $10,000,000 worth, some 5% only was 

imported duty-free by our factories. The other 95% was imported solely for the purpose of smug

gling it to Pakistan, as there was no other possible use for it. 
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Of the 5% imported duty-free, only 3% was actually delivered to the factories. The 

rest was lept in the sealed warehouses which were part of the extremely tough (too tough) control 

system set up by the Investment Committee as soon as they were aware of the problem. This con

trol system was so tough, including rationing, inspection, weighing and stamping of finished goods, 

etc., that no more than 10% of the factories' yarn ration could possibly have been made off with 

under any circumstances. 

Thus, the real problem concerned 10% of 3%, or 0.3% of the rayon yarn imported 

into Afghanistan. In view of this, the large-scale production put on by the Rais-e-Dewan was 

obviously otherwise motivated. A further interesting detail is that no legal written instruction to 

the Rais-e-Dewan to perform the investigation has ever been produced. The instructions were 

purely verbal from a "high authority" known for his caution in regard to progress. 

The "investigation" included: seizure of books and documents from private factories, 

seizure and sequestration of private property (raw materials), temporary seizure of the persons of 

the workers and their interrogation, temporary occupation of private factories by Government 

officials. None of this was even minimally legal, since the Rais-e-Dewan has no authority over 

private citizens. The whole was accompanied by a drumfire of derogatory articles in the less reput

able sector of the "private" press. 

Special aim was taken at Uzbek factory owners. While others got off with a pro forma 

visitation or two, in Uzbek-owned factories (the most successful) the "inspectors" camped for 

months and normally succeeded in closing them for long periods. Is it possible that someone was 

trying to tell them that it is not wise to be "uppity" ? 

This sort of thing continued for thirteen months without any written charges being made 

against anyone. When they were finally made, they were made against ...the Secretary of the 

Investment Committee. Obviously, if you can turn the Secretariat into the super-cautious, 

immobile, suspicious nest of bureaucrats that the average Afghan ministry office consists of, you 

have effectively killed the Program. So the Secretary, Mr. Sarwar Bayat, was officially charged 
in the Ministry of Justice with a series of criminal offences, all of which boiled down to the crime 

of liberal administration. 

During the last few months of his administratlon, Dr. Nour Ali fought this harassment 
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with all the determination and fury of his personality and convictions, including personally insult

ing the "high authority" above-mentioned in an official document. While he was demonstrably 

100% correct in his statements, it only added personal animosity to our other problems. 

After his departure, the higher echelons on "our side" took a very cautious tack, 

largely due to the extreme cleverness of the attack. Were they to risk their reputations and posi

tions defending Uzbeks, who in addition were-probably guilty? An unfashionable position at best; 

at worst, they would pit themselves against their own class and relatives, risk the enmity of very 

powerful people and-end up on the losing side. It was obvious that Dr. Akbar Omar, the new 

Minister, was holding his fire until he was sure he would win. 

Through all this, one figure in particular emerged in an outstandingly admirable light: 

Sarwar Bayat, the Secretary of the Investment Committee. Officially-accused of criminal charges 

in the Ministry of Justice, subject to daily "question papers" and interrogations by the "investiga

tors" and the victim of planted rumors that he was participating in "fabulous profits," he sat every 

day at his desk and continued to sign customs releases, Implementation Certificates, company forma

tion papers and all the other documents necessary to keep the Program functioning. Without any 

"family" or connections, or even any visible political support, he never changed pace. The Pro

gram's administration remained as liberal and helpful as before. 

It was one of the more dramatic demonstrations of what the virtues of the Afghan charac

ter really are. Even the writer begged him to stop: nobody is required to commit suicide. But he 

had "taken the pledge" with Dr. Nour All and committed himself to the development of Afghanistan 

through private enterprise. Therefore, he plowed ahead as calmly as he could manage. 

In desperation, the writer asked for the assistance of the Mission and the Embassy, both 

of which responded in a manner for which we will always be grateful. But even their maximum 

efforts with the Prime Minister and his office seemed to have no effect beyond providing moral sup

port -- especially to Sarwar Bayat. 

In the end, as it had to be, it was the Afghans themselves who solved the problem. In 

a single, and evidently dramatic, Cabinet meeting the issue was solved, closed, and finished once 

and for all. When the economic Ministers finally decided that, unfashionable or not, the Private 

Investment Program was too valuable to sacrifice on the altar of traditionalism, they presented a 
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united front, pounded the table, and insisted the comedy be stopped. It was. Instantly. And 

nothing more has ever been heard of the Rais-e-Dewan. 

Such a victory obviously gave the Program a reputation of being "strong." It also, 

oddly enough, made it fashionable. Now we are beginning to see members of the Establishment 

visiting us to talk about making investments -- ex-Ministers who used to jeer at the Program, and 

highly-placed people whom we know were recently our worst enemies. 

It is most unlikely this can last. Except for a very few, these people have neither the 

training nor vocation to set up factories. Soon they will be driven back to their original position 

of resentment and hostility, while the Program will return to its original position of providing a 

method of out-flanking the Establishment for the socially disenfranchised. 

When this happens, we can expect another attack. 

B. Economic Impact 

The problem in assessing the economic impact of the Private Enterprise Program is the lack 

of numbers. With no national statistics, no data, no auditing, it is extremely difficult to come up 

with any really reliable numbers. Without these, any attempt at measuring the economic impact 

is necessarily a matter of educated guesses. This ought to be borne in mind when reading the com

ments which follow. 

The first point is that with only some three-plus years of operation, with no credit facilities, 

one can hardly expect an enormous physical impact. In absolute terms, all the money, including 

working capital, which we estimate to have been so for spent on the 53 open factories -- $7.5 

million -- is less than many single medium-sized American factories would require. Even the 

entire sum of resources in all the Approved Projects at their full implementation is only approxi

mately $45,000,000 to date. 

Of course, these figures look different in an Afghan context. We are operating in an econ

omy whose total annual imports do not exceed $100,000,000 annually. Especially considering the 

circumstances of 1965-1966, the amount of investment is actually little short of amazing.- There 

can also be no question that if a source of credit were available, the investment would already be 

many times higher. 
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Even the money already laid out, in an economy as small as this, is making a considerable
 

and visible impact. Briefly, this can be summarized as follows:
 

1. The program has already created around 3,000 new jobs. This compares favorably with 

the grand total of approximately 30,000 industrial jobs (government and private) in the whole
 

country.
 

2. The Program has already installed new productive capacity for export products with a
 

capability of producing an additional $8,600,000annually of foreign exchange, mostly hard cur

rency. This is roughly a 10% increase in the country's export potential and compares well with the 

returns from the biggest earner, karakul, which fluctuates around $12,000,000. 

3. The value of the production of the already installed productive equipment is approxi
mately $16,700,000 per year including the above exports. As Gross National Product has been 

estimated at $1,400,000,000this would already represent a 1.2% increase -- with the larger facto

ries still to come on stream. In a country whose GNP is so overwhelmingly non-industrial, this is 

a significant increase, particularly when we started from zero. In addition, as practically nothing 

was manufactured in Afghanistan, its import replacement function can be considered very high 

(80%). In fact, certain items such as cheap Japanese rayon have practically disappeared from the 

bazaar.
 

4. The variety of new products is already large: casings, pickled skins, structural iron, 

tiles, raisin processing, metal fabricating, pharmaceuticals, textiles, and many others. In textile 

weaving alone 24,000,000 meters per year of rayon weaving capacity are already working. 

5. Almost $2,000,000 worth of foreign investment is already open and operating. More 

than $4,000,000 more is under construction at this writing (December 1970). 

The reader may refer to the Appendices at the back of this report for a fuller statistical 

explanation of the Program in economic terms. 

Although we are presently unable to measure it, there can be no question that there is a 

strong multiplier effect to all the above results. While this could not be measured as it would 
require a special study all by itself, its effect cannot be less than in other countries in a similar 

stage of development. We can see this in the field of subsidiary employment from our own 
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experience (new sales personnel in bazaar distributors, small service shops near factories, etc.). 

A further important point is that the Program is a continuing process. The figures listed 

above increase almost daily. At this moment, thdre are at least seventeen additional factories 
under construction which are not included in the above figures whose total employed resources will 

be approximately equivalent to the entire 53 already open. This is also because the larger projects 

and the foreign projects are naturally the slowest to get finished. Consequently, the economic 

impact, already noticeable, can be counted on to increase geometrically in the future. 

But the major economic influence of this program is that it has opened the door to new activity. 

Probably the most significant economic figure in the entire program is that of the 218 investment 
proposals which have been received since June 1967. If one was not in Afghanistan in late 1966, 

one cannot fully realize the impact of this upwelling of activity. We ourselves, by far the most 

optimistic of any in regard to the private enterprise potential for the country, in the initial days 

of the Program put up a ruled sheet on the wall with space for 25 investment proposals and con

sidered that this would last us for who knows how long. 

An additional economic activity, largely through the effect of tourism promotion (a direct 

result of the MINER study) as well as a result of the overall improvement in business initiative and 

environment set off by this Program, is the astonishing number of new shops, stores, and hotels 

which have sprung up, particularly in Kabul. In 1966, Kabul was literally a city without a single 
store by Western standards, and remarkably few of any kind. Today, we have entire shopping 

streets, and the shops themselves, if not up to the standards of Via Condotti, are at least real shops 

and are visibly improving month by month. 

Spurred on bythe construction of the Kabul Intercontinental, an entire hotel industry has 

sprung up. While for the moment the mass of these consists of large traditional Afghan houses 

converted into hotels catering excessively to the hippie trade, it is definitely a new industry, 

created almost overnight and very successfully. The Intercontinental would be delighted to have 

the occupancy rate of the Noor Hotel or the Nuristan. Again, this is another demonstration of the 

Afghan business community's remarkable ability to learn, to seize opportunity, and to implement 

rapidly--talents which are and will continue to be of the utmost importance in an economy whose 
overriding problem has been a massive lack of activity of all kinds. 
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Nobody suspected the latent drive for entrepreneurship which existed just below the surface 

in Afghanistan, but which had always been frustrated in the past by both a hostile environment 

and by administration aimed directly at discouraging entrepreneurship. That this Program has suc

ceeded in liberating this drive and in awakening the average Afghan businessman to the possibilities 

of new and more advanced types of economic activity is the most important thing it has done in the 

field of economics. 

The list of the 133 approved investments and the analysis by category appended to this rqport 

will give a general impression of the variety of interest and imagination which the Afghan business 

community has demonstrated. In three and one-half years, we have seen no signs of slackening of 

this interest. In fact, if anything, it has continued to increase. At the present time, the Invest

ment Committee has more completed projects (27) awaiting its consideration than at any time in the 

past. Even in the provinces, with all the physical disabilities for erecting factories, and their 

psychological isolation from what is happening in the capital, we are now noticing a particularly 

strong upsurge of interest in investment. In the coming years, this tendency can only grow and will 

begin to make a physical impact on the economy which can not be estimated now but which could 

easily totally transform the country. 
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Chapter VIII 

LESSONS FROM OUR EXPERIENCE 

. In New Private Investment, Non-Economic Motivation IsAs Important As Economic. 

Perhaps it is more important. There is a large emotional content in any form of pioneering, 

and new private investment is certainly that -- above all in a place like Afghanistan. We have 

many investors who are risking a considerable amount for a still uncertain return which would nor

mally be no more than they could get on the Money Bazaar. Often they already have considerable 

sums of capital, and while there is a maximum amount of capital that commodities bazaar activities 

can consume, there is little limit to the Money Bazaar or to foreign deposits. So why invest in a 

factory? 

Those who lack capital finance themselves very frequently by family, clan, and tribal bor

rowings, which is a very dangerous proceeding, made worse by the lenders' total ignorance of 

things industrial. It's no fun to owe money to your brother-in-law in any event: think what it 

would be like if he were armed, had a tribe back of him, and had never laid eyes on a factory. 

Why do they take this risk? The potential money isn't worth it, and the investors will often admit it. 

There has to be a very strongr non-economic motivation to explain these procedures. We are 

convinced that more times than has ever been suspected, such non-economic motives are actually 

determinant in new private investment. In our experience, the Afghan investor seems to be moti

vated principally by: 

Desire forstatus -- "status" in a modern sense. In addition, for many this new type of 

status is the only one they can reasonably aspire to. A good example is the very typical investor 

who is the educated son of a well-to-do bazaar merchant and who does not want to spend his life 

cross-legged in the family shop. 

Moral encouragement -- simply telling the investor that his investment is welcome, that-the 

Government is grateful, and so on, provides an enormous impulse to invest. 

I Patriotism -- in the sense of national pride. This is very strong in Afghans. They are acutely 

conscious of a moral "duty" to bring Afghanistan up to an acceptable level as compared with other 

nearby countries. 
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The foreign investor seems to have a slightly different set of non-economic motives: 

Moral encouragement -- this is even more important for foreign investment than for local. 

If a foreign-investor or company can manage to feel "loved," you have an almost sure investment 

even if the economics are marginal. 

Appearance of safety -- this is very closely akin to moral encouragement. In fact, "safety" 

to a foreign investor is an emotion, not a specific condition. To a surprising extent, safety is what 

somebody tells him is safe. 

Freedom -- in the sense of control of their own activities. Foreign investors have to feel 

that they will be left alone to run their own business, at least to a reasonably large extent. 

Pioneering instinct -- most people in foreign business operations have the same instinct for 

virgin territory as a nineteenth century pioneer: it's there to be developed. And there is some

thing vaguely immoral about not trying. 

Often, it seems to us, only after these emotions and motivations have come into play do the 

economics exert their influence. Nobody is going to invest if he can't see a profit -- at least 

eventually. But the economics almost seema conditioning process for the non-economic motivation, 

which is generally something like the items listed above, 

II. Environment IsThe Only Really Essential Element In An Investment Program. 

This has already been discussed at length, but we wish to stress again that this is probably 

the most important lesson of the Afghan experience. While it is commonly accepted that without 

a proper environment a private investment program cannot function, the concept that with only 

a proper environment a program can be successful, even if it has nothing else, is not so widespread. 

Yet we feel we have proven it here. 

While this may not be universally transferrable in all circumstances, the "laboratory experi

ment" which has been made in Afghanistan should certainly provide considerable food for thought 

in organizing other similar programs. 
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Ill. 	 The Most Important Requirement OF Development Legislation Is That It Be Drawn To Suit 

Local Conditions And Mentality. 

While development legislation must obviously contain the necessary specific provisions to 

encourage development, these must be presented in a "package" that suits the local environment. 

An example of an outstanding-success in this direction is the Foreign and Domestic Private Invest

ment Law, while an equally noteworthy example in the other direction, unfortunately, was the 

Industrial Development Bank Law, which-required over two years before it could be-understood 

and assimilated even by educated Afghans. This subject has been dealt with elsewhere; we would 

only like to add that'one often hears the comment that a country is "not ready" for a certain step -

but this may well be merely a question of how the step is presented. 

IV. 	 Without Strong Local Investment, Foreign Investment Cannot Be Expected. 

At least not in today's world. The time of United Fruit in Honduras or Firestone in Liberia 

is-past. Unless there is a live and active domestic private sector, the conditions for attracting 

foreign investment are lacking. This has been ampily proved by the fate of the eight Feasibility 

Studies originally prepared under this Project. 

Until a strong local activity was created, not one study could be implemented through 

foreign investment. Since the creation of such local activity, six of the seven favorable studies 

are being implemented. 

Should a foreign company move into an area which is without active domestic investment, 

they run' a very high risk. Their visibility is enormous and they are perforce dealing with people 

who have little or no idea of how to handle private industry. The early history of the Afghan 

Woolen Industry is a perfect case in point. 

V. 	 A Program Of This Nature Does Not Always Lend Itself To The Usual AID Evaluation 

Procedures. 

As explained above, what we are really dealing with in this Program is environment, which 

is not easily quantifiable. The measurable, countable elements in the Program can only come after 
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the principal lob of creating an enrionment is done. For instance, the first countable result was 

the Investment Law, which came three years after the beginning of the Program. Our first 

approved factory application came almost three and one-half years after. 

By any purely quantitative analysis, the time spent prior to this would end up being evaluated 

at almost zero. Yet this was the period when the most fundamental work was accomplished. The 

long hours spent by the first Chief of Party discussing private enterprise with Dr. Nour Ali, or 

those spent by the second Chief of Party arguing against the opposition at the flank of Fard Rafiq, 

appeared at the time to produce no concrete physical result ...except that they were essential if 

the Program were ever to get started. 

In addition, the AID programming of project objectives is often set up so that it becomes a 

form of de facto scheduling and is so construed when evaluation begins. This, unfortunately, is 

extremely inappropriate for a program of this nature. In the first place, private investment is 

essentially a spontaneous, uncontrolled activity and what happens next simply cannot be scheduled. 
At the same time, such a concept of scheduling-also assumes that the Afghan Government's activities 

will adhere to the inherent schedule. This rarely, if ever, happens. The Afghans are totally 

unaware of any need to conform the details of their Program to that of AID's, even when they most 

whole-heartedly accept the mutual objectives. 

Under these circumstances, it is useless to look for progress toward project objectives either 

on the basis of any presupposed "priorities" or by any series of scheduled "deadlines." The Program 
just does not proceed that way, and attempting to evaluate the Program on such a basis is not only 

irrelevant but even misleading. 
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Chapter IX 

SUGGESTIONS FOR THE FUTURE 

Our principal suggestion for the future issimply to make every effort to continue the Program 

in the same basic direction as in the past. We also hope that AID's strong support, both moral and 

physical, will continue to be forthcoming. This support has been invaluable to us from the begin
ning, and many instances of moral and policy support have been cited in this r1port. The Program 

could not have achieved the results that have been achieved without this backing by the Mission 

and the Embassy. 

Equally important is the physical and logistical AID support without which it would be almost 

impossible, under Afghan conditions, to get through the volume of work required by this Program. 

AID'has provided office space, transportation, secretarial services, reproduction facilities, and 

innumerable other services which have been worth their weight in gold, 

We strongly recommend, therefore, that AID continue to give their fullest support to this 

Program since such'support is an'essential element in its success. 

In regard to the operational conditions of the Program, we would suggest that they be based 
on the following general criteria: 

1. AID should decidecdefinitively to continue the Program for a long enough period of 

time to get the lob done. The.efficiency of the Program has undoubtedly suffered from the doubt 

cast on several occasions as to-its continuation and from the starting and stopping involved in 

deciding to continue. 

2. During the life of the Program, sufficient advisory services should be provided to see 

that all the bases are covered, again for a long enough time to nail down the success. The advisory 

services should'be sufficient so that not only'is industrial policy consultancy effectively covered, 

as well as project preparation and analysis, but also that there are sufficient man-hours available 

for research work, economic analyses, pre-feasibility studies, and all the many other useful activi

ties for which this Team has never had sufficient time. 
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3. The phase-out of the Program should be based on the achievement of two critical 

phenomena: 

a. The "critical mass" of factories and industries. By this term we mean that number 

which is sufficient to give private industry enough status, influence, and power so that it can 

defend itself and maintain by itself the momentum of this Program. The creation of such a critical 

mass would be institutional development in its most effective form. 

b. A sufficient quantity of knowledge, practice, and sophistication on the part of 

the Afghan Government officials operating the Program so that they are not only fully competent 

but adequately self-confident. 

It is impossible to say in advance when either of these may occur. That depends on 

too many factors which cannot be evaluated in advance. In the first place, we have no real idea 

of how many factories constitute this "critical mass." It may be as low as c hundred or as high as 

300. We will only know when we get there. 

We strongly recommend the avoidance, insofar as possible, of commitments or even 

concepts which attempt to schedule the end of this Program at any fixed time. If it took three full 

years just to get the environment into an acceptable condition so that the Program could really 

start, who would wish to guess how long it will take before we have fully competent Afghan officials? 

In many respects, the achievement of these objectives has proceeded very well indeed. 

But we are still a long way from being finished. The only principle that we would wish to recom

mend is that since we have got something going, we ought to stay with it until it is finished. 

In this regard, it might be well to recall how many years it took in Iran, with all the 

advantages that country possesses over Afghanistan, before the development process caught fire. 

Our last recommendation is that every effort should be made, both by the advisors 

and by the Mission and the Embassy -- officially and unofficially -- to make a break in the credit 

situation. We have been unusually lucky so far that this has not put a crimp in the Program. There 

is no possible way of knowing how long this situation can continue. But one thing is sure: if 

nothing is done, eventually the Program will begin to dwindle and to grind to a halt. The credit 

problem is not insoluble but may require strenuous efforts and considerable rethinking. 
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Chapter X
 

CONCLUSION
 

In conclusion, we would like to say that we are very proud that we have been able to take 

part in a Program of such interest, which has developed so successfully. We are happy to think 
that we have been connected with a Program of such enormous potential for the development of 

Afghanistan. 

What we have done in the seven years so far is still no more than a base from which real 
development can take off. While we would never presume to estimate how much time will be 

required, still we are morally certain that this take-off can and will occur, providing the Program 

maintains the support and the devotion it has so far received, both from the Afghans and from the 

Americans. 
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AFGHAN KARATKUL INSTITUTE 

FINAL REPORT 

At the request of the Royal. Government of Afghanistan, USAID
 
aFreed to support the karakul industry in Afghanistan.
 

Thomas H. Yiner & Associates, Inc., under contract to USAID, 
was assigned the responsibility for developing the karakul 
industry in early 1966. 

The first step taken by contractor representatives was to
 
organize an "organizing conittee" made up of Government
 
officials and private businessmen engaged in various phases
 
of the karakul industry. The income from the export of karakul
 
skins provided the single largest hard currency producer in
 
Afghanistan, thus the Government of Afghanistan was vitally
 
interested in the future of the industry as were private entre
preneurs engaged in production, export and financing.
 

Chronologically, the following steps were taken:
 

(1) 	March, 1966 an "Organizing Committee" was formed to
 
plan the program.
 

(2) 	March, 1966 the "Organizing Committee" agreed on
 
proram objectives.
 

(3) 	April, 1966 the "Organizing Committee" agreed on
 
the desired organization and sources of income.
 

(v) 	 May, 1966 the "Organizing Coummittee" presented and 
discussed its recommendations with all members of 
the karakul industry. 

(5) 	 June, 1966 the industry approved "Organizing Committee" 
recommendations were nresented to the Cabinet and King 
for aporoval.
 

(6) July, 1966 the Afghan Karakul Institute was started.
 
A president was appointed by the Institute Board of
 
Directors to administer the program.
 

The USAID Mission in Afghanistan formally approved the technical
 
assistance program in June, 1966 after the Cabinet and King Cave
 
their respective final approvals.
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The Afghan Karakul Institute is the first organization of its
 
kind in Afghanistan. Heretofore, coordinating efforts made by

the Government and met
by financial interests with little 
success due primarily to distrust and indications of exploitations

of the karakul producers. The Afghan Karakul Institute was
 
established as a private, independent, non-profit self-financing

organization by those exporters and producers as an organization

to meet the commonly shared development needs of the industry, 
as those needs are defined by its members. The Institute is not
 
a cooperative, nor a trade association, in the strict definition
 
of these terms. All members of the Institute retain rights of 
ownership. Thus, unlike a producers' cooperative, members do
 
not assign ownership'to the Institute, nor is there any sharing

of sale profits. Also, unlike a trade association, though the
 
Institute does represent member interests, it also owns and
 

- operates the facilities used by the members to improve their 
product. 

The Afghan Karakul Institute is, therefore, an organization built
 
upon the advantages of cooperatives and trade associations, but
 
without assuming their respective disadvantages in a developing

nation. It is a cooperative of commonly needed programs and
 
facilities, but one in which each member retains his own personal

business interests. It is a trade association of voluntary effort,
 
yet each member is bound by common operating policies, procedures

and facilities. Further, the Institute is not Government-dominated,
 
but is a totally independent organization. It is non-profit and
self-financing. The fees charged to its members for servicesrendered are sufficient to meet its operating and industry develop
ment expense. The Institute was granted tax-free status by the
 
Government. The Institute's income is a self-imposed tax on
 
members. The income is based on three-fourths of 1 percent of
 gross sales at auctions plus Afs. 1.5 per pelt for sorting, grading

and preparing for shipment. An additional fee will be charged
 
in the near future for processing through newly installed dust
removal machines. During the first two years of operation, the
 
Institute reinvested about $155,000 back into the industry, including

$135,000 for the construction of a new sorting and grading house in
Kabul. The Institute currently has in excess of $200,000 on deposit
at interest pending future development investment.
 

The major industry needs and accomplishments to date follow: 
Marketing Definitive sales policy - auction management and 

advertising. 

a 
I 
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Accomplishments: (1) A new sales policy was intro
duced and implemented whereby virtually all skins 
offered at auction were sold. Withdrawals have 
been practically eliminated. (2)A small advertising 
budget was approved and agency-prepared advertisements 
were inserted in major trade publications preceding 
each auction. Through the direct efforts of H. N. 
Sallee, Thomas H. Miner & Associates, Inc. consultant, 
(a) a "press release" system was established whereby 
the market was kept informed of all efforts taken 
by the Afghan Karakul Institute to improve marketing 
practices and quality, (b) a commemorative postage 
stamp, featuring the karakul lamb, was printed by 
the Government of Afghanistan and distributed free 
by the institute to all requesting same, (c)
Arrangements were made with Pan American to feature 
Afghan karakul in the October 1969 issue of their 
publication "Marketing Horizons." The front cover, 
in full color, and accompanying write-up was 
distributed world-wide in seven languages. The 
total distribution was 200,000 copies. This pro
motion arranged without cost was to the Institute. 

Production -- Controlled breeding, land management, improved 
pasturage, veterinary medicine and abbatoirs. 

Accomplishments: A long range program to increase 
quantity and quality production has been submitted 
to the World Bank. The program will include all 
phases outlined as "industry needs." Initially 
the RGA indicated certain lands would be donated 
for this ?urpose; however, this has not and will 
probably not materialize. The Institute is now 
considering purchasing land in the Northwest 
provinces for their permanent range program. 

Curing -- New curing facilities, standardization of cure, 
quality control and cleaner skins. 

Accomplishments: Land for a new curing house has 
been purchased in the Mazar-i-Sharif area. Con
trolled curing techniques are being tried and 
statistical data accumulated. 

An objectionable (to buyers) coating of residual 
dust remained on skins as the result of curing 



Page 4 	 I 

methods used. In order to overcome this objection, -I
 
a hi-vacuum type dust removal machine was designed
 
by H. N. Sallee of Thomas H. Miner & Associates, Inc.
 
Three machines were fabricated in the U. S. at a 
 I 
cost of (about) $12,000.00 through an AID grant.
 
These machines were used during the 1970 sorting 
season and were 	highly successful. Additional
 
machines are to be ordered (and paid for) by the
 
Institute to be fabricated locally.
 

borting --	 Objective sorting standards, new sorting facilities, I 
re-organization and training of sorters, elimination 
of mixed and single bales. 

Accomplishments: Sorting standards have been 
established and sorters trained accordingly. Mixed 
and single bales have virtually been eliminated. -

Shipping 	 Improved packaging, faster shipping methods, 
coordinatibn with marked demand, lower transpor
tation and insurance rates. 

Accomplishments: Through the concerted effort of
 
H. N. Sallee of Thomas H. Miner & Associates, Inc.,
 
a new rate classification was granted by IATA,
 
effective January 1, 1970, whereby the air freight
 
rate Kabul/London was reduced to $.80/kg. from
 
$l.l0/kg. As a result of this rate reduction, a
 
large percentage of karakul skins were flown to
 
London arriving in time for the September auction
 
whereas heretofore shipment by the circuitous I
 
overland route through the USSR, it was not possible
 
to make the fall auction. Most Afghan goods shipped
 
overland were thusly held over and became, in the
 
opinion of buyers, old goods. Shipment by airI
 
freight has enhanced Afghan karakul's competitive
position. 
 j 

Finance --	 Lower interest rates and more credit. 

Accomplishments: Efforts are being made to 
establish better credit facilities for Afghan
 
shippers.
 

Taxes --	 Removal or more effective use of domestic taxes I 
and a more realistic rate of exchange. 

I
 
I 
I
 

http:12,000.00
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Accomplishments: The RGA imposes a tax on karakul 
by reimbursing exporters at a rate less than the 
free 	market rate of exchange. Initially, when the
 
Institute was organized, exporters were reimbursed
 
at the rate of Afs. 45 per $1.00 when the free 
market rate was (about) Afs. 75 per $1.00. This
 
differential encouraged smuggling. 'hrough the
 
efforts of the Institute, the rate was increased to
 
Afs. 	55 per $1.00 and later to Afs. 65 per $1.00.
 
The objective is now to establish a flexible rate of
 
reimbursement at Afs. 5 below the free market rate.
 

Afghan Karakul Institute achievements during its first four years
 
fn existence can be summarized as follows: 

(a) 	The Afghan Karakul Institute has grown in stature and 
is now the country's leader for planning, developing,
and coordinating the Afghan karakul industry. Product
 
quality has been upgraded significantly as may be noted
 
from 	the fact that in 1966 only 47% of the karakul
 
auctioned in London was rated as first quality, as compared
 

with 	77% during the latest auction.
 

(b) 	During 1968-69, karakul exports came to $111.5 million 
or an advance of some $4 million over 1968. The average\ 
price of skins rose from $6.50 in 1967-68 to ':8.16 in 
September 170, while quality skins were sold in the $10 
and $lh range. 

(c) 	 The produce mix changed materially to 70 percent grey 
and 30 percent black, which greatly improved Afghanistan's
 
competitive position with Africa and Russia. Previously,
 
in 1966, these percentages were almost reversed. Fufther
more, four years ago only five f ercent of the exports 
were of the desired curl pattern. Today, this figure
 
has been increased to about 20 rercent.
 

(d) AKI's flockowners' education program and a program for 
broadening buyer competition have increased prices to
 
flockowners from an average of Afs. 250 per skin in
 
1968 to Afs. 4o in 1970, which is very significant from
 
a point of view of grassroot economic and social development.
 

(e) 	 A firm policy was established that all Afghan karakul 
pelts offered at auction will be sold at the bid price. 
This eliminates the possibility of withdrawals which for 
so long ruined the Afghan marketing position. As a result, 
8% of all the pelts offered at the September 1970 London 
auction were actually sold as compared to a previous 
withdrawal rate of some 806. 
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(f) Afghan fur is now actually sought after by certain 
buyers as compared to an earlier lack of interest 

in buying Afghan karakul because of the problems 
wnich this entailed (lack of quality, uniformity,
 
dust 	problems, etc.). This in turn represents a 
change from the earlier bazaar mentality to the
 

establishiment to a true international market for
 
Afghan karakul.
 

(g) KU lobbying has been a strong factor in raising the 
exchange rate for karkul pelts from Afs. 45 to Afs.
 
65 per dollar as compared to a free market rate of 

Afs. 75. This tends to reduce the smuggling of skins, 
and provides greater benefits to the producer. 

(h) The dust problem has been virtually eliminated. First,
 
the Institute stimulated better washing of skins in
 

the curing houses. Second, it encouraged truck drivers
 
to cover the skins when they were transported to Kabul
 

from the orth. Third, the Institute began exporting
 
skins through cleaner transport methods. Fourth, and
 
most important, before shipment all karakul exports are
 
now cleaned by three large vacuum cleaning machines 
which were installed in the AKI sorting house under a 
grant fron the United States Government.
 

(i) 	 Substantial progress was made in the sorting and grading 
of skins. Institute studies now confirm that accurately 
sorted and graded skins will sell up to $1.00 more 
depending upon the type, than poorly sorted and graded
 
skins 

From 	its start the Afghan Karakul Institute has recognized 

this 	problem. To solve it, the Institute constructed a
 
new sorting house in Kabul. It searched the country for
 
the best sorters and graders and placed them on its payroll 

to assure independent judgment. The Institute has further
 
adopted strong policies to control sorting and it has used 
all media to instruct exporters in the proper buying of 
skins. 

(j) Effective January 1, 1970, the per kilogram air freight 
rate for shipping karakul skins to London was reduced 
to $0.80, as compared to the previous rate of $1.20 per
 
kilogram. The new rate to Frankfurt is $0.75 per kilo
gram. This enables Afghanistan to meet the September-
November auction schedules which, before, the country was
 
never able to do because of the fact that its skins
 
exported via land or sea through Russia or Pakistan usually 
arrived too late for the Fall auction period. Hence they
 
were 	classified as "old goods."
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(k) Considerable progress was made in the area of market
 
orientation and market policies. At its start, the
 
Afghan Karakul Institute had no authority to change 
Afghanistan's auction policies. Yet informally, largely 
through difficult educational efforts, the Institute 
has brought significant changes in Afghan auction policies. 
Public auction has become the major means for selling
Afghan karakul. Very few skins are now sold outside of the

auction and none are sold directly from Afghanistan. 

(1) 	Likewise, good progress was made in the handling of buyer

complaints. When the Institute started, Afghanistan had
 
few men in London and New York auctions who spoke English. 
Complaints, therefore, fell largely on deaf ears. Then,
 
too, each auction had three representatives and hence
 
buyers did not know who to complain to. Further, these
 
representatives had no authority to act upon complaints

and even if they did, there was no central organization
in Afghanistan to whom they could turn for help. 

Fortunately, these problems are all now largely solved. 
The representatives in London and New York speak English;
 
they are well schooled businessmen; there is only one
 
in each auction; they have the authority to act and the 
Institute exists as a central organization in Afghanistan
 
to back them up.
 

(m) 	Some 1,000 suppliers, most of them snall operators, now
 
deal through the Institute. Since the larger suppliers
are showing increasing interest in taking advantage of
 

other investment opportunities in Afghanistan and are 
moving out of the karakul trade, this provides the 
smaller entrepreneurs with an opportunity to enter the 
trade through the use of the Institute's services. 

(n) 	The Institute was put on a sound financial basis and is
 
now self-supporting. It receives 3/h of one percent of 
the gross proceeds of the sales in London and New York
 
City, plus a fee of 1-1/2 Afghanis per pelt for sorting,grading, preparing for shipment, and arranging for shipping
which altogether comes to about $100,000 a year.
 

(o) The Afghan Karakul Institute was established as a non
profit organization. The non-profit concept was adopted
 
as a means for re-investing surplus funds back into the 
industry. Previous to the existance of the Institute,

everyone was taking from the industry and returning very 
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little. The Institute has re-invested nearly 4155,000
 
back into the industry, beyond operating expenses. Of
 
this total, $135,000 was invested in the construction
 
of a much needed sorting house. Located just east of
 
Kabul, this building is now considered one of the finest
 
in the world for the sorting and grading of furs.
 

Of the balance re-invested, $2,000 was used for education
 
and training of the Institute staff and members, $10,000
 
for European and United States advertising and public
 
relations, 2,000 for industry research, and $6,000 for
 
new machinery and equipment. All of these funds were
 
generated by the industry.
 

(p) 	The administration of the AKI in Kabul is steadily
 
improving. Currently the Institute has about $200,000
 
in the Westminister Bank in London which amount is to
 
be used for further development purposes.
 

(q) The proceeds from 1,700,000 skins sold at auction in
 
1969 fetched (approximately) $12,000,000 while in 1970
 
the proceeds from the sale of 1,400,000 fetched
 
$12,000,000. The increase in 1970 revenue was realized
 
in a year of general market decline and in a year when
 
bid prices for South West African and USSR karakul was
 
down from the previous year.
 

We feel the Afghan Karakul Institute is an example of successful
 
institution building in a developing country and the Thomas H.
 
Miner & Associates are proud of their contribution in making it
 
a success.
 

Prepared by: H. N. Sallee
 
Date: January 20, 1971
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APPENDIX 1
 

Personnel Resources Employed
 

EEST PHASE OF THE PROGRAM
 
TO DECEMBER 31, 1966
 

A. U.S. Technicians (All Contract Personnel) 

1. Industrial Investment Analyst - Team Leader
 

- Employed 31 man months in Afghanistan (Feburary 1964 -

September 1966) 

- Responsible for planning studies, financial analysis and 
preparation of study reports.
 

2. Industrial Engineer
 

- Employed 18 man months in Afghanistan (March 1965 -
September 1966)
 

Responsible for advising on construction and engineering 
aspects of feasibility studies in addition to periodically 
providing such consulting services to the RGA and AID/A 
on projects of respective importance to them, i.e., wool
 
scouring, power generation, cold storage, vehicle replace
ment parts, light manufacturing.
 

3. Casings Specialist 

- Employed 2 man months (November-December 1964) 

- Provided technical evaluation of casing quality, processing 
requirements and marketing opportunities.

3. Hides and Skins Specialist 

- Employed 2 man months (October-November 1964) 

- Provided technical evaluation of goat and sheep skins, 
processing requirements and market opportunities. 

5. Corrugated Container Specialist
 

- Employed 2 man months (March-April 1965)
 

- Documented present and future domestic corrugated box 
applications, specified sheet plant requirements, made 
operating-investment cost study of proposed plant. 
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6. Tourism Specialist
 

- Employed 6 man months (December 1964 - June 1965)
 

- Surveyed country's present tourist needs and future 
potential, prepared program for developing tourist
 
industry.
 

7. 	Cigarette Specialist 

- Employed 3 man months (March - May 1965) 

- Evaluated indigenous tobacco and analyzed market requirements, 
specified manufacturing requirements, taxes and other 
legislation.
 

8. 	 Rug and Carpet Specialist 

- Employed 3 man months (May - July 1966)
 

- Surveyed U.S.A. and European markets, analyzed domestic 
production, recommended program to expand Afghan sales. 

9. 	Medicinal Herbs Specialist
 

- Employed 1 man month (August 1966) 

- Surveyed U.S.A. and European market demand and requirements; 
based on these data recommended herbs having greatest commercial,
 
potential, processing and marketing requirements.
 

SECOND PHASE OF THE PROGRAM 
FROM JANUARY 1, 1967 

A. 	 U. S. Technicians (All Contract Personnel) 

1. 	Industial Investment Analyst - Chief of Party 

- Employed 5-7 man months in Afghanistan (04- 1q106 
December 1970)
 

- Responsible for coordinating program, advising Ministry
 
of Commerce Investment Committee Secretariat, preparation
 
of Investment Analysis and Application forms in addition
 
to advising investors commencing investment application
 
procedures as well as those already operating factories
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2. Financial/Technical Consultant
 

- Employed 38 man months in Afghanistan (October 1967 -

December 1970) 

- Responsible for planning financial analysis and preparation
 
of Investment Analysis and Applications; advising investors
 
both for commencing project applications as well as those
 
already operating factories
 

3. Industrial Engineer
 

- Employed 18 man months in Afghanistan (February 1969 -

August 1970) 

- Responsible for technical evaluation of industrial matters
 
and preparation of Investment Analysis and Application forms
 
in addition to advising new investors and those already
 
operating factories
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FOREIGN AND DOMESTIC PRIVATE INVESTMENT LAW 

ARTICLE 1. PURPOSE 

The purpose of the present law is to encourage and protect new, private 
investments by both foreign and Afghan nationals so as to promote economic 
development and to advance the standard of living in Afghanistan. 

ARTICLE 2. SCOPE 

The privileges, rights and obligations of this law shall extend to all new, 
private investments in Afghanistan by any real person or non-governmental 
legal entity, whether Afghan or foreign, provided that the following conditions 
are met: 

a. The investment is approved by and registered in detail with the 
Investment Committee in accordance with this law.. 

b. The investment is made within the framework of a corporation,
limited liability partnership or other form of company established 
pursuant to the Commercial Code of Afghanistan or by a legal 
entity or person authorized to do business in Afghanistan pursuant 
to this law. 

c. The accounts of the investment are subject to an annual indepen
dent audit by auditors who meet internationally acceptable standards
of accounting. 

d. The investment is made in any of the following fields of activity: 



(1) 	 Industry; 

(2) 	 Mineral exploitation, provided such investment is in accord
ance with the Mining Law of Afghanistan; 

(3) 	 Agriculture, animal husbandry orthe processing of agricultural 
or animal products; 

(4) 	 Tourism, especially the construction or operation of hotels; 

(5) 	 Any service industry or priority enterprise not included in the 
above categories which the Investment Committee may desig
nate by regulation pursuant to this law. 

ARTECLE 3. FISCAL BENEFITS 

Investments within -the scope of this law, hereinafter called "approved 
investments," shall receive the following fiscal benefits: 

a. Exemption from taxes on all income of the company for a period of 
five consecutive years beginning with the year in which the first sale 
of goods or services of the approved investment occurs. 

b. 	Exemptioivfrom import duties on capital goods, replacement parts, raw 
materials not available in the country or semi-finished goods necessary 

for the establishment or current production of the approved invest
ment for a period of five consecutive years beginning with the date of 
approval by the Investment Committee. 

Such customs-free imports must, however, be registered as such by the 
Customs Department of the Ministry of Finance and a duplicate copy 
of the registration must be sent by the Customs Department to the 
Chairman of the Investnent Committee. 

If a 	 dispute arises as to whether a specific import is to be regarded 
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as "essential" within the meaning of this law, such dispute shall be 
resolved in the first instance by majority vote of the Investment 
Commettee. If the Committee's decision should be adverse to the 
petitioner, it may be appealed by the petitioner to the Primary Com
mercial Court in Kabul, whose decision shall be final and binding. 

Passenger automobiles shall in no event be exempted from import 
duties under this law. 

c.Investors shall be exempted from personal income tax and corporate 
tax on all dividends for a period of five consecutive years, beginning 
with the year in which a dividend is first distributed, provided that 
such exemption shall in no event extend beyond the eighth year after 
the date of approval of the investment. 

d. Interest on foreign loans which constitute part of an approved investment 
shall be completely exempt from personal income tax and corporate tax. 

e.Products of approved investments shall be exempted from all export 
duties for a period of ten years from the date of approval of the 
investment. 

ARTICLE 4. OTHER BENEFITS 

An approved investment shall also be entitled to such other fiscal' 
benefits as may be provided by the Income Tax Law, such as depreciation 
allowances and investment credits. 

ARTICLE 5. REPATRIATION OF PROFITS, INTEREST AND CAPITAL 

Capital, profits accruing to foreign investors and interest installments on 
loans received from abroad may be freely repatriated in the original "foreign 
ciarrency on the basis of Da Afghanistan Bank's free market rate, in accordance 
with the following conditions: 
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a. 	Payment of principal and interest to the extent of the legal obligation 
to do so. 

b. Profits of the foreign investment may be repatriated at the end of any 
fiscal year, after submission to the Ministry of Finance of an 
auditor's certificate in accordance with ARTICLE'll. 

e. Registered foreign capital and such reinvested profits as shall have 
been registered may be repatriated after five years from the date of 
approval of the investment at an annual rate not to exceed twenty-five 
percent of the total foreign capital invested and registered. 

,d. If the repatriation rights granted by this Article should be impaired 
by foreign exchange controls imposed for balance of payments reasons, 
such controls shall be imposed so as to cause the least possible 
impairment of repatriation rights and, in any event, foreign investors 
shall be guaranteed national treatment on an equal footing with 
Afghan nationals with respect to availability of foreign currency. 

ARTICLE ,6. REPATRIATION OF ROYALTIES AND FEES 

The purchase price or licensing fees for patents or know-how, which are 
part of an approved investment, may be repatriated in accordance with the 
legal obligation to make such payments, provided that such purchase price or 
licensing fees have been approved by the Investment Committee as constituting 
a part of the investment and as being reasonable in relation to the total 
investment and return thereon. 

ARTICLE 7. FOREIGN CAPITAL 

Foreign capitalinvested in Afghanistan pursuant to this law shall enjoy the 
benefits established herein, as well as the regular facilities benefits and assistance 
available to Afghan capital. 

There shall be no discrimination between foreign capital and Afghan 
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capital invested pursant to this law, especially as regards the levying of taxes and 
duties, the keepin gof commercial books and judicial or arbitratioft.prcceedings. 

ARTICLE 8. EVALUATION 

Investments in kind and intangible property shall be evaluated at current 
international market prices. In case of disagreement, the valuation shall be 
done by an independent, professional appraiser acceptable to the Investment 

Committee. 

ARTICLE 9. REPATRIATION OF SALARIES 

Foreign personnel of approved enterprises may repatriate up to seventy per 
cent of their income, net of taxes, through Da Afghanistan Bank at the latter's 
free market rate. 

ARTICLE 10. TAXATION OF FOREIGNERS 

Foreign companies, investors and personnel within the scope of this law
shall be subject to the same obligations as similarly situated Afghan nationals, 
with respect to taxes, duties and other fiscal obligations. 

ARTICLE 11. INDEPENDENT AUDIT 

Enterprises within the scope of this law are required to maintain regular 
books of account, a balance sheet and a profit and loss statement which must 
be audited annually by an auditor who meets international standards and who 
is acceptable to the Ministry of Finance of Afghanistan. 

Copies of the auditor's report shall be submitted annually to the.Ministry 
of Finance and to the Chairman of the Investment committee. 

ARTICLE 12. RIGHT TO DISPOSE OF SHARES 

Shares of approved investments may be freely sold to any Afghan or foreign 
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national. No foreign government or agency thereof may acquire such shares. 

The foregoing limitation shall not apply in cases where the investment is 
or agency thereof; and the governmentguaranteed by a foreign government 

or agency thereof would be subrogated to the rights of the owner of the shares 

on the basis of the provisions of a valid agreement between the Government 

of Afghanistan and the government of the investor concerned. 

ARTICLE 13. FOREIGN SHAREHOLDERS' RIGHTS IN THE EVENT 
OF SALE OR LIQUIDATION OF THE APPROVED 
INVESTMENT 

The proceeds of the sale of shares of foreign nationals in an approved 

investment, sold to an Afghan national or to the Government of Afghanistan, 

may be transferred abroad through the Da Afghanistan Bank at the latter's free 

market rate of exchange in accordance with the provisions of ARTICLE 5 of this 

law. 

In case of liquidation or bankruptcy, the remaining net assets belonging 

to foreign nationals are also transferable abroad as provided above. 

ARTICLE 14. 	AGREEMENTS CONCLUDED BY THE INVESTMENT 
COMMTITEE 

Separate arrangements for the possible sale of shares belonging to foreign 

nationals in an approved investment may be made between the Investment 
Committee and the foreign investor. 

Furthermore, the Investment Committee may negotiate, on behalf of the 

Royal Government of Afghanistan, supplemental agreements such as manage
ment contracts, agreements for the expansion of productive capacity, the 

training of Afghan personnel, etc., which are necessary and apprbpriate to the 

particular investment. 

Any such agreement must, however, be published in the Official Gazette 

within three months of its conclusion, and shall be of no force and effect until 

so published. 
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ARTICLE 15. MEASURES FOR ENCOURAGING JOINT tNURES 

The encouragement of joint ventures in Afghanistan bdtween':Afghan 
nationals and foreign nationals is among the objectives of this'law. Therefore, 
no specific amount of investment by Afghan nationals is required in such 

* investments under this law. 

ARTICLE 16. OBLIGATIONS OF GOVERNMENT AGENCIES AND
I DEPARTMENTS TO PURCHASE THE PRODUCTS OF 

..
APPROVED INVESTMENTS 

All Government agencies and departments are required to'purchaseItheir necessary supplies and services from enterprises established'under the 
provisions of this law, provided that such supplies are substantial1i similar in 
quality and price-with importable equivalents. 

For purposes of this Article, price comparisions shall be made on the 
bases of the Da Afghanistan Bank's free market rate of exchange.; 

3 
ARTICLE 17. PROTECTION AND GUARANTEE OF THE RIGHTS 

OF INVESTORS IN CASE OF EXPROPRIATION IN 
ACCORDANCE WITH THE CONSTITUTION -OF 
AFGHANISTAN . I 

Property within the provisions of this law is protected igainst 'Gvernment 
expropriation in accordance with Article 29 of the Constitution. 

ARTICLE 18. APPEAL FROM ADMINISTRATIVE ACTIONS' 

I If administrative actions are regarded by an investorl as 'tbeing in 
conformity with the provisions of this law, the investor shallhave the right -of 
appeal to the Investment Committee. t 

If the decision of the Investment Committee is unsatisfactory 'to the 
petitioner, he may appeal to the Primary Commercial Court in Kabul, whose 
decision shall be final and binding. 

I 
I 
I 
I 
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ARTICLE 19. ARBIRATION 

- Except for cases mentioned in the foregoing Articles, disputes arising 
from the application of this law between the Royal Government of Afghanistan 
and foreign nationals shall be settled in accordance with the Convention on the 

Settlement-of Investment Disputes Between States and Nationals of other States, 
provided that the Government of Afghanistan and the foreign investor have 
agreed to do so. Such agreements shall be transmitted to the General Secretary 
of the International Centre for the Settlement of Investment Disputes as provided 
by the above Convention. 

Other disputes arising between the above-mentioned foreign 
nationals and the Royal Government of Afghanistan shall be settled by arbitra
tion as provided below. Each party shall appoint one arbitrator, who shall 
then jointly select a mutually-acceptable third arbitrator within thirty days. If 
within this period a third arbitrator is not selected, or if the second arbitrator 
is not appointed within thirty days after the other party has appointed and 
given notice of its arbitrator, then such arbitrator or arbitrators shall be 
appointed by the Secretary General of the above-mentioned International 
Centre. 

The arbitral tribunal composed of the above three arbitrators shall 
determine its own rdes of procedure and shall assess costs between the parties. 

Decisions shall be taken by majority vote of the arbtirators. 

The arbitral award shall be in writing, shall contain a statement of the 
reasons on which it is based and shall be published in the Official Gazette. 

The arbitral award shall be accepted by the parties as the final 

adjudication of the dispute. 

ARTICLE 20. INVESTMENT COMMITTEE 

The Investment Committee shall be composed of the following ministers 
or thier authorized reprsentatives: 
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Minister of Commerce 
Minister of Planning 
Minister of Mines and Industries 
Misnister of Finance 
Minister of Agriculture 

The Minster of Commerce shall serve as Permanent Chairman of 
the Investment Committee. In his absence, the Minister of Planning shall act 
as Chairman. 

The Investment Committee shall convene as often as shall be 
necessary to consider investment applications and other matters before it. 
Individual members of the Committee may consider such applications without 
formally convening the Committee and shall give their decision in writing 
to the Chairman. 

Decisions of the Investment Committee shall be simple majority vote. 

The Innvestment Committee is herewith empowered to issue 
regulations and necessary administrative procedures within the scope of this 
law in order to fulfill the objectives of this law. Such regulations or procedures 
will be effective after publication in the Official Gazette. 

The Investment Committee may delegate such authority and duties 
as it deems necessary to fulfill the objects of this law. 

The Chairman of the Investment Committee shall cause publicity 
to be given to this law in order to explain it and prepare the ground for private 
investment in Afghanistan, and shall generally undertake all effective measures 
in accordance with the provisions of this law in order to fulfill the objectives 
of this law. 

ARTICLE21. LIST OF PROJECTS 

The Investment Committee shall publish at least once a year a list of 
investment opportunities which would qualify as approved investments under 
this law. 
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ARTICLE 22. DECISIONS OF THE INVESTMENT COMMITTEE 

Within three months of the date of submission of a formal investment 
application according to ARTICLE 23, the Investment Committee shall issue
apreliminary acknowledgment to the applicant stating: 

a. Whether the proposed investment 
the present law; 

is within the scope of 

b. Any recommended changes the Commi
with respect to the investment; and, 

ttee wishes to propose 

c. Such additional information the Committee deems 
necessary. 

As soon as is reasonably possible thereafter, the Investment Committee 
•aall give its Final Decision in writing to the applicant. 

Every Final Decision of the Investment Committee, whether approving 
or rejecting an application, together with every agreement pertain ing thereto 
between an investor and the investment Committee, shall be published in 
the Official Gazette within two months. 

ARTICLE 23. INVESTMENT APPLICATIONS 

Applications for investments within the scope of this law shall be 
prepared in five copies and submitted to the Ministry of Commerce. The 
Minister of Commerce shall forthwith cause a copy to be given to every, 
other member of the Investment Committee. 

Applications may be accepted in Pashto, Dari, English, French or 
German. The Committee may require the applicant to submit a Pashto or 
Dad text of the application and all relevant documents. 

Applications must contain the following information: 

a. 	 Name, nationality, and a brief summary of the investor's 
business background. 
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b. 	 Detailed description of the proposed investment, including 
the following relevant information as required by the type 
ofinvestment: 

(1) Estimations of capacity and a pro forma profit and loss 
statement for the first five years of operation; 

(2) Amount and source of necessary raw materials; 

(3)Imports of goods and services necessary to establish the 
enterprise and estimated additional imports during the first 
five years of operation; 

(4) Anticipated domestic sales and exports; 

(5) Contracts concluded by the applicant for the sale of the
products of the proposed investment, and such contracts as 
the applicant has an expectation of concluding; 

(6) Personnel; including management, foreign experts, and 
estimated number of other employees; 

(7) Type and degree of training to be given to Afghan
personnel. 

c. 	 Amount, type and country of origin of capital. 

d. 	Degree of Afghan participation in the proposed investment. 

e. 	Applicant's representative in Afghanistan. 

f. 	 Articles of Incorporation of the applicant, if a legal entity; 
and Articles of Incorporation of the proposed enterprise, if 
it is in the form of a company. 

g. 	 Land, services and other facilities which the applicant 
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wishes the Royal Government of Afghanistan to provide. 

h. 	 Adequate financial information about the applicant. 

/. 	 Such other information as the Investment Committee may 

require according to the type of investment. 

ARTICLE 24. SINGLE LICENSE 

The license issued on the basis of final approval by the Investment 
Committee shall constitute the only license required under the laws of 

Afghanistan for an approved investment. Such investment may not, however, 
export goods which are not produced by it or import goods other than those 
necesary for its own production or use. 

ARTICLE 25. ACTIVITIES NOT WITHIN THE SCOPE OF THIS LAW 

Afghan nationals whose proposed investments do not qualify under 

the present law may carry on business in accordance with the Commercial 
Code and other relevant commercial and fiscal laws of Afghanistan. 

Foreign nationals who do not qualify under the present law may 

only be licensed to do business in Afghanistan pursuant to the Licensing 
Regulations for Private Foreign Traders and Firms in Afghanistan. 

The above-mentioned Licensing Regulations shall not, however, be 

applied to investments approved under the present law. 

ARTICAL 26. SPECIAL AGREEMENTS 

Nothing contained in this law shall be construed as preventing the 

concluding of individual investment agreements in the fields of mineral 
exploitation or basic industry between the Royal Government of Afghanistan and 
any investor, whether foreign or domestic, which agreement, due to the impor
tance of the investment or the nature of the undertaking, may contain greater 
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or lesser benefits or obligations other than those provided herein. 

ARTICLE 27. 

After the effective date of the present law, the following laws shall 
stand repealed: 

a. The Foreign Investment Law; and 

b. The Law Encouraging Industries. 

In the case of foreighi investments made under the Foreign Investment 

Law of 1958, the legal provisions applicable thereto shall continue until 
they expire. 

ARTICLE 28. DATE OF COMMENCEMENT 

This law may be cited as the "Foreign and Domestic Private Investment 
Law" and shall enter into force after publication in the Official Gazette. 

Published in the official Gazette,
 
No. 23 of 1st. Hoot 1345
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MD1 "LP ' DT Appendix 3,'%e , 
 Page I of 29 

UDER T "0, OREI-.G AhDD DOMESTIC' PRiVA ITT SSiT :3T LAU 
(From its entry into force 20 February, 1967 to h-Occ_. -970) 

nvestinent Applications Received: 213 

Total ihumbe-r Approved: 133 

(1) '110 e: iabatat Sherkat:..... DaI y',te of ccmpany: limited liability parters" ., (- "alian) 
Type ofproductioz: Rose essence and rose oi, near KaEbul 
Rated capacity: 1 ton petals /18 hours (3rd year) 
Fixed assets: Afs 60000O ( :80000)
 
wor ang capital: /
 
tiarkets: 10, export
 
Estinated sales potential: '200.000 (5th year)

Skilled employees: 5 (2 foreign)
 
Unskilled employees: 160
 

(2) 1:5/002 	 Eame : afizullah Rahimi. 
Trn-oe of coampany-: Sole proprietorship
Tres of production: Meleat cbilling and cold storage, Grishk 
Rated capacity: 60,000 lambs/year (5th year)
Fixed assets: Afso 3.750. 000 ($50s0)
Woricng capital: Not given 
14arkets: local urban 
-stjtrated sales potential: Afs0 48,000a000 ($6b.0000)
Skidjed employees: ho 
Unsldiled employees 

'(3) .,/45 .e; Sherkat -	 Fai Sahevi SaKaai Kihnmsh
 
T-yoe of company: Corporation
 , of production: Raisin cleanin.g plrcessihg - >Jacl-r.$' iia9,
Rated catacity : 20 to-s/6 day0 
F-xd assets: Afs0 fl,725,000 (N150A00) 
Worklng capital: Afte 30000 000 ($l 00,000) 
..... 100%. export 
kstim ted sales potential: f-s. 74,800o000 ($IL0i(u c00) 
Skiled employees: 10Inskilletl employees: 45 

(4) 	 15."0'.. Thne z Balkh Textile Co. 
L ,,aom~ n2r: CorporaticnIye ci oroduction: Cotton i.ea-ving. Nazar 
Rata6 capacity4: 102 000 000 U/year
Fixed assets: Afs0 hoh 00oooo ($hb0oOGoo) 
Ilorkonrg capital: Afs, 131,C0000 ($1)750 000) 
Markets: 1ati onal 
Estil'.-ated sales p-otential: Afs 128 000O.00 (ZL,00.000)3.Skilled einoloyees 418 (7 or 9 foreign experts for 6 nths) 

Uns Lllc e"o0ployeedo 

0'1Px'.ojects aPPI-oved October 4, 1970 at end 0o' report0 
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(5) 45/005 Name: Arlan Casings Goo 
Type of co'pany: Simple partnership 

Appendix 3 
Page 2 of 29 

Type of production: Anmal casings processing, 
Rated capacity: 150.000 hanks/year 

Kabul 

Fixed assets: Afs. 2,670,000 ($35,000) 
Working capital: 
Marketa: Export, 

AfMs 5,730,000 ($76,000) 
50%hard - 50%soft currency 

Estzmated sales potential: Afs0 36,450,000 ($480,000) 
Skilled employees: 9 (2 foreign) 
Unsktlled employees: 5() 

(6) 45/06 'Nane: Saamd industrial Co., Ltd. 
Type of company: -IA'mltedliability partnership 
Type of prodution: AnInaJ casings processing., Kabul 
Rated capacity: 2,000 sets/18-hours 
Fixed assets: Afs. 3,827,000 ($50,000) 
Workng capital: Afse 5,673:,000 ($75,OQ) 
Markets: Expeob, 5% hard - 5% soft cunrency 
Estimated sales potenial: Afs. 34,500,000 ($450,000) 

3 
SkIfled eployees: 2 
Unskilled employeas: 30 

(7) 15/007 Names Sco. OL4J 
Type of company: Corpotaion (i0% Italian) 
Type, of production-' Industrial alcohol & vine, Kabul 
Rated capacity: 120.000 liters year @12% alcohol (average) 
Fixed assets: 10,k20000 ($1409000) 
Working capital: iAfs 7,080,000 ($94,000) 
Markets: 10I% expert 
Est-lmated sales potential: Afs. 12,0OQ.00 ($160,000) 
Skilled employees: 5 (3 foreign) 
Unsllled employees: 35 

4.5/03 Naat.; Shababud-dim-Yasavzy (sfperseded by 47/125) 

(8) 1,5)'009 1 za: Da Pashbano Yawa2i Sherkat Sabam 
Type of compazy: C-poration 
Typa of production: Raisin processing & pacinug,, Mazar3 
-Rated capwltyo 20 tcms/16 bra. 
Fized asset; f,M21o I,55,000 ($146,000) 
Work-g capital:
Markets.: Exorb 

As. 29,945.,000 ($385,000) 

Esttnated salesF pot-entials ifs;-80,200,000 ($1,070,000) 
Skified employeasa 10 
Unskdfled employees: 45 

(9) 45/010 Ne 
Type 

Afghan !4wa Sanomoi Sherkat 
of compmniz' Corporation" 

Type of prodution: Raisin processing (expansion) 
Rated oapacity: 25 ton/8 rsa 
Fized assets: Afs. 9,092,000 ($221,000) 
Marketp : Export 3

orking capitals Afs.' )676,000 ($h9,000) 
B tin°d sales potential: 
SIkf.led employees: 3 

Afs. 15000,000 ($200,000) 

UnskIled employees: 73 
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45/01 Name:-,ials Textile Co, Ltd. (Supereded by 47/088) 

(1O) W5/o12 Nexe: S. S. Pashtun Ke d 
Type of coany: Corporation 
Tpe of production: Cold storage of fruit, -'Cdaha,-

Aear 
Page 3 of 29 

Rated capacity: 100 tons (to be expanded to 2,000 tons)
Fixed Aso 818,000 ($10,900)assets:jWorking capital: As. 561,200 ($7,500) 
Markets: Export 
Estmated sales potential: Afs. 1,500,000 ($20.,000) (initial)
Skifled employees: 4 
Unskilled employees: 6 

(ii) 	 45/013 Name: Desgah-e-Kialln Shoyl 
Type of conpany: Sole proprietorship 
Type of production: Carpet wiashing on service fee basis%Kabul 
Rated capacity: 841,000 1i/year -

Fixed assetsi .Afs. 14,770000 ($195,000)

Worlking capital: Afs. 3r,230.,000 ($42,000).
 
MIrkets: Se-vicezi the export trade
 
Estimated sales potential. Als. 7,560,000 (5th year) ($,00,000)

Skilled employees: 0
 
Uskilled employees: 8b
 

(12) 	 46/021 Naimes Century Re-Roli g flfls 
Type of conpany: Sole proprietorship (100%Pak stani) 
Type of production: reinforcing rcds, tdndow; grills, etc., Kabul 
Rated capacity: 2,000 tow/yea"
Fixed assets: Af3. 7,005 000 ($93 000)
Woricing capital1 A's 4.495000 ($59,000) 
Harkets: National 
Estimated sales potaeatil: Afso 20.100,000 ($270,000) 

Silled employees: 8 (3 foreign) 
UnsIlled employees. 35 

(13) 46/023 	 Name Arghandab Frait Co . -t 

Type of company: CorporAtion (3C% Pakist~ai) 
Type of production: Raisin processing, Knadahar 
Rated capacity: 10 tons/1A6 h 
ited assets: Afs. 5 796,C00G ($77.,000) 

Working capitalz Afal3,70E,00 ($155.,000) 
Markets: Esport 
Estimx-ted s'7Ths potential: Afgo 37,,400,000 (-$459"000)Sicil.ed em-pes: 25 
Unsifled employees: 

(j1) 46/02b 	 Name; Adamat &sos, Ltd; 
Type of coRgany: Limited liability partneraip 
Type of produottion: Fiat -anohise garage (eveual partial assembly), Kabul 
Rated capacity: 25,000 skilled man hours/year
Fxed asseta Afs. 5z,=.000 ($76.,coo)
Working capital: As. 2,290,000 ($0joSO) 
Markets L call 
Estimted saaes potentialt Afs. 2,572,000 ($30,600)
Sk3ied N4(lyees:(7 foreign) 
Unskilled ezpleea: 

http:Sicil.ed
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(15) 	 46/O25 Name: Kadeer Weaving Co. 
Type of company: Sole proprietorship 
Type of production: Rayon weaving, 60 looms, Kabul 
Rated capacity. 420.0OO M/year (2nd year) 
Fixed assets: Afa0 3,250,000 ($43 000)
Working capital: Afl. 3,4OO, 0 0 (45,300) 
Markets: National 
Estimated sales potential: Also 7 ,560,000 
Skilled employees: 7 
Unskilled employees: i2 
Contact: Abdul Kadir 
Telephone: 20590 

(Ist year 

($60,000) 

bO 	 13 )Rated capacity: 480 hra (but equipment could handle 800 
Fixed assets: Afs. 1l,050,000 ($146.,000) 3 
Working capital:t. AfSo 3.,950,000 ($52,000)
 
Markets: Local
 
Estimated sales potential: Afso 9.,960.,000 ($332,000)

Skilled empolayees: 50
Unskilled eployees: 20 

h6/027 Nae: Maqsudi Go. (superseded by 47/055 and 47/121) 3 
(17) 	 46/030 Namet Afghan Industries SoR.L; 

Type of company: Limited liabilitby partnership (6C% Pakistani) 

(16) 46/o26 	 Name: Sherkat e-Tazamoni Taya Mwad-e-Tamirati 
Type of company: Simple partnership
Type of production: Agregate and masonry stone 

Appendix 3 
Page 4 of 29 

360,000 M/year) 

II
 

I 

I 

Type of production: Laundy and toilet soap
Rated capacity: 4,6500 tons/year 
Fimed assets: Afs 15,8509,000 ($212,000) Wdorkng Capital:
Makets: National -
Estimated sales potential: A8. 17626252000 ($2,350 ) 
Sh.lied emplaogess 30 
Unskilled employees: 272 

(18) 	 46/031 Name: arasta IndustrialPress 
Type of compas-y: Sole proprictorship 
Type of preoductions Industrial printing, Kabul 
Rated capacitl: 3 rea=/hr. - 7,200 reams/year 
Fired assets: As. 1.2309000 ($16,400) 
Wordng Afs. 2570,0o0 034,300) 
Markets- Local 
Estivatsd sales potential: AlS. 8,640000 ($15.,200)
SkIlled employees: 7 
Unoi fld employees 18 

(19) 46/033 	 Nzme: Haq Mread & Mcdares 

Afso 59,3150.,000 
(U788v000) 

000) 

1 

3 
Type of compay.0 ILmited liability partnership (33% Iranian) 
Type of preduction:" Plastic shoes 
Rated capaity: 6,000 kg/24 bra. 
Fixed assets: Afa,. 2,000 ($40.000)3
Thrking capitaZ-: Afs 0 h490lO,000 ($587,000O) 
t-12rketsa Naozze3 
Estimated sales potential: AfSo 72.,855.,0CO ($971,000) 
Skilled employees; 3 
Uskilled aiployees: 2116 

I 



(20) 46/039
-

(21) 46/0h0 

(22) b6/0101 

(23) 46/0112 

(24) 46/043 

Appendix 3Name: ispojhawy Nasawj±
Type of company: Partnership Page 5 of 29 
Type of producbion; Cotton and rayon textfles 48 lown 
Rated capacity: 600,000 IV2nd year, .360 000 1/1st year 
Fixed, asets: Afs. 33,030000 ($173,7001 
Wot6dndzig dapital: Afs. 8.170,000 ($109,000) 

Domestic 
Estimated sales potential: Afs. 16,740,000 ($223:200) 
Skilled employees: 15 
Unskilled employees: 130 
Contact: Nandkishore Mebra, Serai Shahsada," Kabul 
Telephone: 24700 

Markets: 


Name: Baraderan Ghavnavi Nasaji 
Type of company: Partnership. 
Type of production: Cotton weaving - greycloth. 48 looms 
Rated capacity: 600,000 it2nd year, 360,000 f/let year 
Fixed assets: Afs. 8:,400000 ($1120000) 
Working capital: Afs. 6,600,000' .($88,000)
Estimated sales potential: Afso, 13,200,000
Skilled employees: 22" 

($ 176,000) 

Unskilled employees: 118 
contact; Idi Mohamnedo Rm. 15, Fashtoon Market, Kabul 
Telephone: 24604 

Name: Shuea Industrial Press, Inc. 
Type of cmonanyt Corporation 
Type of production: industrial printing 
Rated capacity: 33600 reams/year 
Fixed assets: 19!50,000 ($15,1000) 
WorLing capital: Afs. 950,000 ($13,000)
Markets - National 
Estimated sales potential: Afs. 3,215 ,000 ($43960) 

Sk3iled emplaoees: 7 
Unsiiled employees: b. 

Name: Modern Dry Cleaning Co.. LtdM 
Type of company: Trnit.ed liability partnership 
Type of production: Dry cleaning., Kabil 
Rated capacity- 25,000 garm-nts/yearFixed asets: Afso.!3!,400 ($17,750) 
Wqoring capital: Afs. 2152000 ($2;750) 
Mazeketa a local 

hstimated &alespotential: Afs. 1.625,000 ($21,500)
Skilled Gnployees: 4 

Unskilled cployee8S: 7 

Name: Neti Saaed Murtam Nasaji 
Type of comany Sale proprietorship 
Type of production: Rayon and silk cloth, 100 looms
Rate-d capacity: 1.,87$,000 10~rd yea?, i,688,CO0 14/2- d year.9 

1a,500.,000 N/lst year 
Fired assets: Afs. lh,260.,000 ($190,000) 
Working capital: Afs. 17,740000 ($236,500) 
iMarketas ational 
Estimnated sales potentialz Afs0 62,719,000 ($835,000) 
Ski led employees: 41 
Unski.led employees 355 
Contact: Saaed Nurtaza, c/a 0meed Textile Go., Kabul 
Telephoee: 20720
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Appendix 3 
(25) 	46/044 Name: Koh-i-Noor industr'ial Mill Page 6 of 29 

Type of company: Partnership (100% Indian) 
Type bf production: Sewing supplies, thread products 
Rated capacity: 100,000 kg./year, 400 kg./8 hr.-day., 250 days 
Fixed assets.: Afs. 2,760,000 ($37,000) 
Working capital: Afs. 4,2403000 ($55,000) 
Markets: Domestic
 
Estimated sales potential: Aso 16,376,000 ($218,000)
 
Skilled employees: fl 
Unski2led employees: 95
 
Contact: Abdul Har
 
Telephone: 40230
 

(26) 46/048 	Nae: Shercat Sanati Tel Kushi 
Type of company: Corporation 
Type of production: Edible .oil, Herat 
Rated canacity: 4.,000 tonrv/r. oil seed 
Fixed assets: AfSo 17,195,000 ($230,000)

Working capital: AfSo 7.,805,000 ($104,000)
 
Ma~kets:6 Regional

Estimated sales potential: Afs 0 30,488,000 ($405,000)
 
Skilled employees: 12
 
Unskilled employees: 48 

(27) 	46/051 Name: Sherkat-e-Sahami Chinchilla Pwarj 
Type of company- Corporation 
Type of productiont Chinchilla fur production 
Rated capacity. 9.,590 pelts/year 
Fixed assets: A2so 16,81.,800 ($224,000)
Working capital: Afso 2,800,000 ($37,000) 
Maarkets: 100. export
Estirmted sales potential: Afs 186,750.,000 ($2,4900O00)
Skilled employees: 13
 
Unskilled employees- 482
 

(28) 	46/052 Name: Afredi Auto Service 
T ype of company- Partnership 
Type of production: Auto maintenance service., Kabul 
Rated capacity: N0 A. 
Fixed assets: Afs 0 1,598,000 ($21,000) 
Working capital: Afs0 402,000 ($5,600)
Marhets: Local
Etimated sales potential: Afs 2,6289000 ($359000) 
Skided eployees: 8 
Unskilled emplby_es: 8 

(9) 46/054 	N&&e Sher1at Sabaml Donyaye Felez Afghan 
Typme o? compeny: Co-poration (10W% Iranian) 
Type of production. Metal fabr-icating
Rated capacity: l500 tons/year
 
Fimed assets: ii', 2,175,000 ($162,000)
 
WrkIng capital: Afs, 27,825,000 ($360,000)

Marats: Detestic 
Estimated sales potential: Afsd 109,,00,0OO ($1,4503000) 
Skilled eployees: 20 
Unsld!ed employees: 71 



(30) L6/055 


(31) 46/056 


5 

(32) 46/057 


(33) h6/o58 

(3h) 46/o60 


I 


3 


U 

I!
 
Name: Salet -etal industries, Inc, Appendix 3
 
Type of company: Corporation - Page 7 of 29
 

Type of pvodutc!on: Venetian blinds and related items
 
Rated capacity: 30,000 M1
2 /yr. 
Fixed assets: As. 1,625000 ($21,666)
 
Working capital: Als. 7,375,000 ($98,338)
 
Markets: Domestic
 
Estimated sales potential: Afs. 12,000,060 ($160,000)
 
Skilled employees: %
 
Unskilled employees: 4 

Name: Wazir Fruit Co., SoR.L,
 
SType of company: limited liability partnership
 
Type of production: Raisin processing
 
Rated capacity: 20 tons!16 hrso (4.,000 tons/yr.)
 
Fixed assets: Af. 7,745,000 ($103,008)
 
Working capital. Aso 32,255.,000 ($428,991)

Markets: Export
 
Estimated sales potential: Afs. 71 580,000 ($952,O1h)
 
Skilled employees: n.
 
Unskilled employees: 74
 

Name: Ghulam Assan Faraadi & Bros..
 
Type of company: Partnership 
Type of production: Sheepskin & karakul tanning & garment miaiafactuxe 
Rated capacity: Taning - 20;0OO sheepskins & 10,O00 karakl/yro 

Garments- 22s,500 sew skins/yxr, 
Fixed assets Ae. h,500,000 ($59,850) 
Working capital: Ars. 6,100,000 ($81,130)
 
Makets: Loei & eprt
 
Estimated sales potential:. Afs, 32,625,000 ($133,922)
 
Skir!led employes: 12
Unskilled employees: 58 

Na Paahtoon Food Processors. Tzc.
 Ty2pe of eompmoayz Corp6ratien 

Type of production: Raisin prcessing
 
Rated capacity3 10 tons/16 irs (2 000 tons/yro)
 
Fixed assets: Ala. 3,865,000($14)

Working capitals Afso 3v935000 ($,22335)
 
Markets: Contract processing and direct export
 
Estimated sales potential: Afso 18,745,000 ($249,308)
 
Skilled employees: 3
 
Unskilled employees: 46
 

Nkame: jtabl. Feler
 
Type of compaV: Simple partnership
 
Type of production: Metal fabricating

Rated capacity. 350 kgo/8 bra.
 
Fired assets- Afs 1,2i,0 '0($1,000)
 
Working capital:. MAte. 50
 
Markets: Local
 
Estimna-ad 's"1 Aga.
ais potsEntial 6,540,000 ($!87;,000)
Slilled omploy1se: 23
 
t .koledemployes: 32
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(35) h6/062 Name: S, S. Nawsaji Muhayya Appendix 3 

Type of company: Corporation Page 8 of 29•1 
Type of production: Textile weaving, 40 looms 
Rated capacity: 480.,000 14/3rd yr., 360,000 m/2nd yr.., 180,000 14/lst yr. 
Fixed assets: Afs0 6,600.000 ($87,780) 
Working capital: Afs0 9,500,000 _($126,350) 
Markets : atiornal 
Estimated sales potential: Afs. 9,600,000 ($127,630) 
Skilled employees: 7 
Unskilled 
Contact: 

employees: 86 
Hali Abdul Nukhtar tuhayya, Sarai S .habzaeaKab-ul, P. 00 Box 103 3 

Telephone: 23480 

(36) 46/063 Name: Doest Hagen Battery Co., Inc. 
Type of soepsny: Corporation (33% German) I 
Type of production: Auto batteries 
Rated capacity: 150 units/8 bra. 
Fixed assets.: Afs 329509000 ($439pO00) 
"'iorking capital: Also 6,.050,000 ($81,000) 
Skilled employees: 9 

I 
Unskilled employees: h2 I 

(37) 46/064 Name: Sherkat-e-Tazamoni Naiz & Mohamed Abin 
Type of company: Simple partnership 
Type of production: Marble and other stone work 
Rated capacity: 2/3 143/8 bra. 
Fixed assets: AfSo 3,241,000 (013,000) 

orking capital: Afso 1.286,000. ($17,000) 
Markets: NationalI 
Estimated sales potential: 
Skilled employees: 21 

Afs, 3,976,000 ($53,000) 

Unskilled employees: 19 

(38) 16/066 Name: S. S.Taulid-iSanati Chapoh Lastic u Plastic Bella Afghan, Inc0 
Type of company: Corporation (10qt Iranian) 
Type of production: Plastic products especially sboes 
Rated capacity: 8,200 kg,/24 bra. 
Fixed assets: Afs, 7,2h0.000 ($96,000) 
Working capital: Afs, 32,760,000 ($437,000) 
Markets: National 
Estimated sales potential: 
Skilled employees: 7 

Also 61*,200o,000 (816,000) 3 
Unskilled employees: 101 

(39) 16/c67 Name : Ahmed Silk & Textile H,1ills
Type of company: Sole proprietorship (160% Paldstbani)
Type of production: Textile weaving and finisbing, Kabul, 150 loois 

Rated capacity: 27 ,860 .t1/24 bra., 7,245,000 W/yr. 
Fixed assets: Also 16,025,O00 (*214O00) i 
Worldng capital. Afso 72,081.,000 ($961,000) 
Markets: National 
Estimated sales potential: Afso'177_,502.000 ($2,367,000) 1 
Skilled employees: 29 (7 foreign) 
Unskilled employees: 456 
Contact: Mr. Alimed Khan, Rawalpindi, Pakistan 
Telephone: 232h6 or 23436 (Kabul) 

I 
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(40) 47/O68 


(41) 47/069 

(42) 47/070 

(43) 47/071 

( 47/072 

Nawme: Hochtcompany:Afghanistan Company,(8%. German~) PagePg 9 off229,Type of Corpor'ation m, 

Type of production: Pharmaceutical products, baby foods aracosmetics
 
Rated capacity: No A.
 
Fixed assets.s ASo !50.00,000 ($666:700)
 

Working capital: Afs. 46,800,O00 (624,000)
 
Markets: aticnal
 
Estimated sales potential: Afs 68.t175,000/5th yr0 ($909.000)
 
Skilled employees: 25
 
Unskilled employees: '34
 
Contact: 14r4, hrnst Roehrig, P. 0 Box 477, F aU
 
Telephone: 21296 or 25295
 

Name: ITais Fruit Prdoacts Coo, S'oRoLo
 
Type of company: Limited liability partnership
 
Type of production: Raisin processing
 
Rated capacity: 2,000 tons/yr.
 
Fixed assets: Afs4 2,983,000 (MO0000)

working capital: Aso 4,517,000 ($000)

Markets . Export 

Estimated sales potential: Afso 36,235P000 (M483,000) 
Skilled employees: 8 
Unskilled iployees: 48 

Name: Samadzada Fruit Export Co., S 0R.Lo 
Type of company: Limited liability partnership
 
Type of production: Raisin processing
 
Rated capacity: 2,000 tons/year
 
Fi-xed assets: AfS, L235,000 ($56,000)
 
Working capital: AfSo 4,871,000 ($,*65,000)
 
Markets: Export
 
Lsttmrted sales potential: Afs. 36,325,000 (1483, C00)
 
S(7led employees:: 8
 
UnsIdled employees: 48
 

Eans Fruitk Industry.k,
ae:-f. SRLo 
T pe of company: Ltraited liability partnership
 
Type of produetion: Boiein processing
 
Rated capacity: 2,50O tons/yro

Fixed assets: Afs 4,835,000 ($56000)
 
Working capital: Afs0 4;871,000 ($65 ,000)
 
Ma-rketz: Export
 
Estimated sales potential: Afs0 36325000 ($436,000)
 

Unskilled employees: 48
 

Name- DI Kaduku Sakirwolu Madod Shirka/% SRoLo
Type of company.- Limited liability partnership
 
Type of prodwtion: Bonemeal., Kandahar
 
Skilled ermloyees: 9Rated capacity. 2,,500 tons/y-..
 
Fixed assets- AlSo1.,818;000 ($241'000)
 
lorking capital- Alfao1,782,,OOo ($24.OOO)
 

Mar.kets . Export

Estimated sales potential. Afso 17,813s000 ($238 ,O00) 
Skilled .,mloyees: 9 
Unskilled employees: 20 



I 
(45) 47/07h Naie: Hakim Dry Cleaning 

Type of company: Sole proprietorship 
Appendix3
Page 10 oF 29 

Type of production: Dry cleaning,
Rated capacity: 90,000 lbso/yro 

KabulP 

Fixed assets: Afs. 335,000 ( 4,500)I 
Working capital: Aso 215,000 ($2,900) 
Markets: Local 
Estimated sales potential:
Skilled employees: 4 

Afs. l,35,0OO ($17,200) 

Unskilled employees: 10 

(46) 47/075 Name: Abmadzada Container Company 
Type of company: Sole proprietorship 
Type of production: Paperboard cartons and plastic bags 
Rated capacity: 1,260,coo kg./yrU 
Fixed assets: Afs, 6,602,500 ($86,000) 
Working capital: Afs. 6,650,000 ($88,600) 
Markets: Local 
Estimated sales potential: Afs, 29,520OO0 ($393,600) 
Skilled employees: 3 
Unskilled employees: 30 
Contact: Bah-adur AhmadzadaTel-ephone: 23567 I 

(47) 47/O7 Name: Nasauji JaliI, .S.R.Lqj
Type of company: Limited liability partnership 
Type of production: Textile, rayon, 50 loom 
Rated capacity: 625,000 1/3rd year,. 250,000 N/let yr. 2 375.00 1M/2nd yr. 3 
Fixed waets: Afs. 83500,000 ($f13,0O0)"
Working capital: Afso 3,500,000 ($47,000) 
Markets: National 
,sttL a-ted sales potential: Afs. 11,250,000 ($150,0OO) 

Skilled employees: 4 
Unskilled employees: 1-0 
Contact: Abdul Karim Jalili, Sarai Abdul Rabm, Kabul 
Telephone- 23147 

I 

3 

(48) 47/am8 Name: Da Amir Zada NaEaji Fabrika 
Type of company: Sole proprietorship
Type of production: Textile, rayon (Jalalabad), 50 looms 
Rated capacity: 375,000 M/lst r., 462,500 M/2nd yr., 9429500 M/3rd yr.
Fixed assets: Afso 8v500S00 ($%3,000) 

I 
W.orking capital: Afs. 3,500,000 (V47,000) 
Ma-rkets National 
Esttniated sales potential: Afs.o 1,250r000
Skilled employees- 4 

0l50000) I 
Unkillcd employees: 1O 
Contact: Amir Moh'do Amir Zada, Sarai Kaleen, Kabul 
Telephone: 24564 

(4)) 41/O79 Name: Bagram Frx-it Packing Co. 
Type of company: Corporation 

Inc. 

Type of production: 'Raisin processing
Rated capacity: 2,000 tons/yr.
Fixed assets: Afs, 4,235,000 ($56,000) 
Working capital: Afs. 4,871,00 ($65,000) 
Markets: Export 
Estimated sales potential: Afs, 36$235,000 
Skilled employees: - 8 

($li83,,000 . j" 
Unskillred employees: 48 



(50) h7/081 


(51) 47/082 

I 
h7/083


3 47/085 

(52) 47/088 

(53) hi7/090 

1F 


(54) 1,7/09-


3 

ffa-e: Ahmad Tile Co, 
Type of company: Sole proprietorship (1cM, Pakistani) Appendix 3 
Type of production: Cement tiles, Kabul Page I1 of 29 
Rated capacity: 19,25O 2 /yro 
Fixed assets: Afs, 300,000 ($4,000) 
Working capital: Afs 700 ,000 ($9,000)
 
Markets: Domestic 
Estimated vales potential: Afso 2,40O,000 ($32,000) 
Skilled employees: 2 
Unskifled employees': 18 

Name : Sherkat Sahamd Naft Afglnistan (Oil Blending Plant)
 
Type of cpmpany: Corporation (75% Pakistani &-American)
 
Type of production: Petrol lubricants
 
Rated capacity: 32 tons/8 hro day
 
Fixed assets: Afso 36,114,000 ($48,500)
 

Afs. 93,886,000 (Z%1,251,800)Iiorking capital: 
Markets: National
 
Estimated sales potential: Afso 29,45O (3,326,0oo)
o000 
Skilled employees: 21
 
Unskilled eisplo~yseo; 20
Contact Lie Gen. Md. Yosuf Khan, 1 N. Circular Ed., Peshawar Cant. 

Telephone : 2716 or 2714 (Peshawar) 

Name: Afghan Tanning, Dyeing & Garment industry IIic (superseded by 47/108) 

Name: Abdul Haul Maqsudi Textile Iills (superseded by 4/121) 

Name: AMU11 (supersedes Wais Textile Co., Ltd.)Textile Co.,. Inc. 45/01, 
Type of company: Corporation 
Type of production: Rayon, silk, rylon & wool weaving, 150 looms 
Rated capacity: lh00O000 M/lst yr ., 2,8O000 M/2nd yr.; 4,,200,000 1/3rd yr.
 

5,600,000 14/th yz-, 7,000,000 M/5th yr. 
Fixed assets: Also 21930000 ($2924CO) 
Working. capital: Afse 72,081500 ($961,100) 

Local 
Estimated sales potential: Afso 177a5009000 ($2366700) 
uarkets: 
Skilled employees: 29
 
Unskilled employees : 456
 
Contact: lfoja Monunmed 11ais (Hazargul Market)
 
Telephone: 2h618 (home: 23781)
 

Name: Wahedi Senati, SoR 0Lo 
Type of company: Lirdved liability partnership

Typo of production: Knitted goods
Rated capwcity.p 13,200 dozen pair scks/yr. 

ced assets Afs0 2,600,000 ($34,700)
 
Working capital: Afso 1,000.000 ($13,300)
 
Markets e Domestic
 
Estimated sales potential: Afso b,695,000 ($62,600)

Skilledl eolqoos o 7
Unskilled employees- 21 

Name: Tuloh Raisin Packing Co., Inc.
 
Type of company: Corporation
 

Type of production: Raisin processing, Charikar
 
Rated capacity: 2,000 tons/ryr
 
Fixed assets: As. h,235,000 (.56,000)
 
Working capital: Afso 4,865,0Q0 ($65,O00)
 
Markets: Export
 
Estimated Sales potential: Afso 363259000 (4-483,000)
 
Siifled employees: 8 Unskiilled employees: 46
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(55) 	47/092 11ame: NiJrab Cheese Cooperative Appendix 3

Type of company: Corporation
 
Type of production: Cheese making and dairy prociactsPage 12 of 29 
Rated capacity: l44,000 Ibso/yr,
 
Fixed assets: Afs0 1,079,000 ($14,400)

Working capital: Afs, fl9.500 ($1,600) 
Markets: Domestic 
Estimated sales potential: Afs. 5,760,000 ($76,800)
Skilled employees: 2 
Unskilled employees: 7 
Contact: Dr. 	Moh'do Aslam Khamoush 
Telephone: Mirdistry of Agriculture, 40841., ext. 20 

(56) 	47/093 Name: Farhad Dry Cleaning, Laundry and Pressing Co.
 
Type of company: Sole proprietorship

Type of production: Dry cleaning 
Rated capacity: 72,000 kg./yro

Fixed assets: Afs. 2,009,000 ($26,800)
 
horking capital: Afs 44t00 (4600)

Markets: Domestic
 
Estirated sales potential: Afs. 2,232,000 ($29,800)

Skilled employees: 2

Unskilled employees: 6
 
Contact: G. T. Mohammed Schah Farhad
 
Telephone: 42947
 

(57) 	47/094 Namea Roshandel Balkhi Sanati Naesaset-S. S.
 
Type of company: Corporation
 
Type of production: Edible oil extraction
 
Rated capacity: 42 tons/yr.
 
Fixed assets: iAfs, 470,000 (t6,300)
 
Working capital: Afs. 240,000 ($3,200)
 
Marke-s: Domestic
 
Estimated sales potential: Afs, 1,388,000 ($18,500)

Skilled employees: 3
 
Unskilled 	employees: 13
 

(58) 	)47/095 Namez Mohamad Aman & Famatllah Textile Co. 
Type of company: Limited liability partnership 
Type of production: Textiles, 12 looms
 
Rated capacity: 18000 1/3rd yr_, 90 000 ist yr0 120,030 N/2Pr yr,

Fixed assets: Afs 0 ,000,000 ($33005 

Working capital: Afs. 1,850.000 ($2l1,60o) 
iarkets- Domestic 
Estimated sales potential: Afs. 9,9009000 ($132,000) 
Skilled employees: 9 
Unskilled employees: 13 
Contact: 	N-11ohamad Amn, Afghan "iarket
 

Ramatunlah, .AfghanMarket
Telephone:
 

(59) 47/096 	Name: Iohebbi Fruit Processors, Inc.
 
Type Of cMpany: Corporation
T5pe of production: Dried fruit 
Rated capacity: 90 tons/yr.

Fixed assets: AgSo 3,400,000 ($45,300)

Working capital: Afs 600,000 ($8,000)
 
Markets: Export.
 
Estimated sales potential: Afs, 3.8259000 ($51,000)
 
Skilled employees: 3
 
Unski led 	employees: 90
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(60) 47/097 


(61) 47/098 


(62) .7/099 

(63) 47/100 

Name: Gul Mohamad Merzazadah and Brothers (Arana Pe! z) Appendix 3
 
Type of company: Partnership Page 13 of 29
 
Type of production; Metal fabricating

Rated capacity: 300tons/yro
 
Fixed assets: Also 5,031s000 ($67,000)

Working capital: Afso 5a354,500 ($71,400)
 
Markets: Domestic
 
Estimated sales potential: Lfso 19,500,000 ($260,000)
 
Skilled employees: 4
 
Unskilled employees: 26
 
Contact: Gul Mohammad Merzazadah
 
Telephone: 22160 or 42733 (Afghan Market)
 

Name: Sherkat Tazamoni Nesaji Habibullah & Ba2narkandas 
Type of company: Simple partnership 
Type of productlonk Rayon weaving, 50 loons 
Rated capacity: 	 240,000 M/1st yr., 480.000 H/2nd yr., 720.,000 M/3rd yr.., 

960,000 D4th yr.o 1,200,000 11/5th yo
Fixed assets: AfSo ,880sooO ($65.,000)

Working capital: Afs, 6.,270,000 ($83,6OO)

Maketsi Domestic
 
Estimated sales potential: Afso 25s2009000 ($336,00)' 
Silled employees: 5 
Unskilled employees: 2 
Contact: Mr. Habibullah (Serai Kalin) 
Telephones 247122 21842 

Name: Osm-n Sultana Packing Co. 
Type of company: Sole proprietorship 
Type of production: Raisin processing & packing 
Rated capacity: 2.,000 tons/yr.
Fixed assets: Afs 4,2503000 ($56,700) 
Working capital- Afs. 4,871,000 ($65,000) 
Markets - Export 
Estimated sales potential: Afs0 36,235.000 ($4831000 
Skilled employees: 8 
Unskilled employees: 48Contact: Mohanved Ossman (Nazar-i-Sharif) 
Telephone: None, Osman Bldg., No. 32 

Name: Mo Ba!dor Textile Mill 
Type of company: Sole proprietorship
Type of prodution; Cotton & rayon tacrng. 20 ioons
Rated capacity- 524'000 M/let yr2; 1,048,000 H/2nd yr.., 

FEd asset s. Afs. M/3rdvr 
Workig capital.- Als. 16,5659000 ($2211000)

Markets: Dom-stic
 
Estimated sales potential: Afs. 38 800Oq00 ($517.000)
 
Skilled egployees: 10
 
Unskilled employees: 72
 
Contzct Babadur Ahmadvada (Serai Shahsada)
 
Telephone: 23567
 

lhiedaseas 1,518,2925000000 ($39O00) 20,16 0D000o Ma/th a- 5th yrs0 1 
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(64) 47/101 Name: Ice Manufacturing Plant 
Type of company: Tszaemoni 

Type of production: Ice manufacturing
 
Rated capacity: 5,000 tons/yr.
 
Fixed assets: Afs 4,217,500 (56,200)
 
Working capital: Afs. .10,000 ($1,500)
 
Markets : Domestic
 

Appendx 

Page 14 of 29
 

Estimated sales potential: Afs. 6,750,000 ($90,000) 3Skilled employees: 8 

UnsidJled employees: 12
 
Contact: Mohammad Baz (Ja2alabad)
 
Telephone: 24654 (Serai Kalin) 
 I 

(65) 474102 Name: Karami Knitting Coo 
Type of company: Anferadi 
Type of production: Nylon, cotton, rayon & wool knit goods 
Fated capacity: 52,000 jackets 
Fixed assets: Afs 0 1,402,000 ($18,700)
Working capital: Afeo 4598,000 ($61,300) 
Markets: Local 
Estimated sales potential: Afs. 16,200,000 ($216,000) 
Skilled employees: 2 
Unskilled employees: 63 
Contact: Iuhamnad Amin Mamur (Falimi Market) 
Telephone: 24007 (home, 22713) 

(66) 47/105 Name: Haji Abdul Mahbocd & Haji Gulstan Textile 1412l 
Type of company: Tazamoni 
Type of production: Rayon weaving, 50 looms 
Rated capacity: 3,400,000 M1/lith yro, 1,3509000 M/l!t yrv1 , 

2,725,GOO0 H/3rd yr. 
Fixed assets: Afs. 2,326,500 ($31j,000) 
Working capital: Afs. 23,145,200 ($308,600) 
Markets: Local 
Estimated sales potential: 
Skilled employees: 12 

Afso 71,400,9000 (*952000) 

Unskilled emplooyees: 153 
Contact: Haji Abdul Mahbood (Sarai Kalin labudarya) 
Telephone: 24712 

(67) 47/105 Name: Azmudin Textile Co.,, Inc. 
Type of company: Corporation 
Type of production: Rayon aving, 300 looms 
Rated capacity: 18,000,000 14/2nd ;-r. 9,000,000 IA4/lst yr.£Fixed assets: Afs. 36,80,000 ($48S6AO) 

Working capital: Afs. 92,175A-00 ($1.229,000) 
Market: Local 
Esti mated sales potential: Afs. 558,0oo0ooCO ($7 ,h 0AcO) 

(25 knitting
 
machines)
 

I
 
1
 

2,0030 m/2nd yr.,3 

I 

Silled employees: 68 
UnsldJled employees: 1,250 
Contact: Mohawmed Hakim (Serai Shahzada)X Mr. 
Telephone: 23978 or 20095
 

Kamarudin n 

I
 
I
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(68) 47/108 Name:. Afghan Tanig, Dyeing & Garment Mfg. Go., inco eeupersedes 47/083) 
Type of company: Corporation 
Type of producticn: Tanjing, dyeing and garment mnufacturing 
Rated capacity: .,000,,O.0nlins/yro 
Fixed assets: Afs. 20:300,00 ($270,700) 
Working capital: Afs. 99 703,0Q0 ($10329,300)
 
1arkets; Local & export
 
Estimated sales potential: Afs. 585>000,000 ($7,80,0 O)
 
Si ,lled employees: 125

Unsided Gmpyeeate 3,,876
 
Contact: Sayed Abdullah iimi (Earle char)
 

Telephone: 40822 r 40803 

(69) 47/109 omaet: Khauja Nooruddin and !ahmc6d Thread Co.
 
Type of company: Limited liability partnership 
Type of production: Thread Hfg., dyeing and winding 
Rated capacity: I,215,000 lb./yr°
 
F-ixed assets: Afs, 4.,370.000 '($58,000)
 
Worldng capital: Afs. 10,373.000 ($138,300)
 
Markets: National
 
Estimated sales potential: Afs. 100,238,000 ($1,336,700)
 
-Ikifled employees: 10
 
Unsl!led employees: h )

Con-tact: Keeuddin (Jada Temnr Shahi) 

Telephone: 20095 (home: 23092)
 

(70) 	47/110 Names Siddiqi laboratories
 
Type of c mpary: Sole prolwietorship
 
Type of production:- Phamacebical products. Kabul
 
Rated capacityr A. e 


Fixe 	 000 ($15,600)asets.Afvi1267 
Working capital: ifs 0 1g4,OO00 ($55,900) 
Makets: National
Bst:Wated sales potential:
 

Skilled employees; 4
 
Unskilled employees:. 32 
Contact: Ghulam Siddiq Roshan Pharmacy., Kabul3Telephone: 226119 Siddiqi 

(71) 47/31 	Name. Zamiri [itting Co. 
Type of comxvny: Sole proprietorship 
Type of producticy: Payon, nylon & -.ool knit goods (25 k"tUtinz machines)
 
Bated capacity- 52,000 jaclkuats/yr.
 
Fixed assets: Afs. 19332,000 ($17,800)
 
Working capi.al: AfS, 39168 000 ($42,200)
 
Narkets: Natiowal
 
Est.-imated sales potential: Also l 6 ,2 00,000 ($216,000)
 
$kUed employees: 2
 
Unskilled employees. 63
 
Oontact: GhuZam Reza Zamfri (Rahimi MArket)
 
Telephone: 20790
 

I 



(72) 47/112 


(73) 47/113 


(74) 47/116 

(75) 47/i!7 

I 

Appendix3 	 I 
Name- Raheemi Textile 1ins Page 16 of 29
 
Type of company: Tazamoni
 
Type of production: Rayon weavLng, 50 looms
 
Rated capacity: 1,350,000 1/3rd yr , 945,000 M/1st yr., 1,148.000 14/2nd yr.

Fixed assets: AlS. 4,830,0OW ($64,400)

Working capital: Afs. 7,170,000 ($95,600) 
Markets: Local
 
Estimated sales potential: Afs. 28:350.000 ($378,000)
 
Skilled employees: 32 .

Unskilled employees: 2C5Contact: Fazle Raheemi (Shahsbabid) 

Telephone: 24346
 

Name: Shert-e-Mimited, Pickle Saza Aqcha
 
Type of company: Limited liability partnership

Type of production: Sheep & goat skin pickle plant 3 
Rated capacity: 	900,000 skins
 
Fixed assets: Als. 6;,900,000 ($92,000)
 
Working capital: Afs. 25,100,000 (334.700)

Makets: Export IEstimated sales potential: Als. 84.,6009000 ($1,128,O00) 
Skilled employees: 8
 
Unskilled employees: £3 
 3 
Contact: Haq iurad (Chaman Hodurl)
 
Telephone: 22908
 

Name: Osm-n Textile Co.
 
Type of company: Sole proprietorship
 
Type of production: Rayon textile. 50 looms
 
Rated capacity: 1,924,000 1/5th yr., 385,000 M/Ist yr., 770.000 )4/2nd yr.,
 

1,155,000 1/3rd yr., 1.540,000 N/4th yr.
Fixed assets: Als. 8,500,000 ($f13,300)
Working capital: AfS. 25,000,000 ($333,300) 
Markeats: National 
Estimated sales potential- Als. 42,328,000 ($564,400)
Skilled employees: 9 
Ums.iflled employees: 152 I 
Contact: Abdul Ghafar Osman, Sarai Shahzada., Kabul 
Telephone: 40195
 

Name s Yangahar saji Sahami Sherkat 3 
Tpe of com any: Corporation
Type of production: Rayon te-tiles, 150 lons -

Fated capacity: 	 4.,6809000 1/3rd yr., 1,560,000 M/lst yr. 
32,120,000 M/2nd yr.

Fixed assets: Afs. IO512oOOO ($140a200)

Working cap5tal.g Als h9l,588,000 ($661,200)
 
Markets: National
 
Estimited sales potential: Afs, 930600,000 ($112482000)

Skilled employees- 4 I
 
Unskilled employees: 436
 
Contact: Partab Singh (Sarai Shahz-da)

Telephonet: 23336
 

I 
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(76) 	 47/318 Name: Aminzada Rayon & Cbtton Textile Nill 
Type of compary Sole proprietorsbip 
Type of production: Rayon textiles,1 50 looms 
Rated capacity: 2,100,000 M4/2nd yr., 1,050,000 
Fixed assets: Afs. 6,227,000 ($83,000) 
Working capital: Afs. 22,070,000 ($294,300) 
Markets:aational 

Appendix 3 
Page 17 of 29 

/let Yre 

Estimated sales potential: As, 46,200,000 ($616,000)
 
Skilled employees: 12
 
Unslflled employeesi 137
 
Contact: blohPd. Murtaza (Saraf Shahzada, Iabul)
 
Telephone: 23485
 

(77) 	 47/119 Name: Roman Metals & Motor Workshop 
Type of companys Sole proprietorship 
Type of production: Metal fabricating and motor repair, Mazar-I-Sharif 
Rated c pacity: N. A. 
Fixed assets: Afs, 6,2450000 ($83,300)
Wokiug capital: Afs. 470pO0O ($6v300)

Markets:
Estimated Localaales potentials Afs. 4h,16000 ($58,900) 
Skilled employees: 6 
Unskilled employeess 12 

Contactz Haji Noh~d. Korn' Daru.za-e-BaIkh. ,azar-!-Sharif 
Telephonet 23796, Kabul

(78) 	 47/120 Name* Da AbduLlah&Ltd9 Nsajl Fabria 
Type of company Limited liability partnership 
Typo of poductiona Rayon textiles ; 150 looms 
Rated capacit'y: .680.000 ./5th yr., 1,558,000 /-!styr.,

2.,3409000 1./2nd yr., 3'119,000 M/3rd yr.,
%.898,00 1/4th yr. 

Ixed assets. Afso 10647,000 ($14.,900) 
Working capital: Als. 48p589,000 ($647,900) 
M-arketsa-National 

t+Basd sales potential: Afs, 88,920,000 (, I,185,600) 
S.d.lled employees 44 
Unslklled employees: 436 
Contact. Abdullah Jan Jaji (Sarai Sayed Habibullah) 
Telephone: 23362

(79) 	 N7/121 Abdul Ran Maqsudi Testile 1ifls (supersedes 47/085 47/027)mz & 
Type of company. Sole proprietorship 
Type of pyoductions Rayon textiles, 300 loons 
Rated capacity: 9.360,000 M/lset yr. 
Fixed assets: Afo. 29,192,500 ($389,200) 
Working oapital. -Afs. 60,645,000 ($808600)I arctas - National 
Estimated aseles poteatialz As. 187,200,000 ($2,496,000)
 
Si-led aploy-es c 33

Unxldled eploy-as: 926
 
Contaet- AbduO2 Raut Iaqsu" (P. 0. Box 210, Iabl)
 
Telephcne 2336
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(80) 	 47/122 Name: Sherkat Siddiq & GOhfour Sanahati, Ltd. - Yazar-i-Sharif 
Type of company: limited liability parbnership 
Type of production: Rayon textiles, 60 looms 
Rated capacity: 1,800,000 M/5th yr., 600,000 m/ist yr., 900,000U/.V2nd yr.,

1,200 000 /3rd yr., 1,500-000 Ath yr.
 
Fixed assets: Als. 3 ,191,000 ($46,500)

Working capital: Afs. 7$8883000 (i05,200)
 
Markets: National
 
Estimated sales potential: Afs. 37,800,000 ($504000),
 
Skilled employees: 18
 
Unskilled employees: 240 
 I 
Contact: Haji Ghulam Siddiq (Sarai Market Qotmil)
Telephone: None 3 

(81) 	 47/123 Name: Da Sadozai Katanjulauulu Fabrilke (Jalalabehd)
Type of company: Sole proprietorship 
Type of productions Rayon textiles, 45 looms 
Rated capacity. 1,350.,000 M/3rd yr., 600Q000 milst yr.. Io0 000 M/2nd yr000
Fixed assets: Afs "2,8170000 ($37,600)
Working capital: Afs. 6,053,000 ($80,700) 
Markets: National 
Estimated sales potential: As. 28,350,000 
Skilled employees: 17 
Unskilled amployees: 194 
Contact: Daulat Rhan (Yakatoot, -Kabul)
Telephone; None
 

(82) 47/124 	Name: Pamir Textile M1ill-

I 
$378,000) 

Type of company: Lmited liability partnership
 
Type of production: Rayon textiles; 230 looms
 
Rated capacity: 8.,280O00 M/Ist yr. 
 I 
Fixed assets: Afs. .20o,620.,000 ($274,900)

torking capital: Afs, 47,021,000 ($626,900)
 
Estimated sales potential: Afa. 165,600,000 ($2,208,000)

Skilled employees: 28 Markets: National
 
Unskilled employees: 602
 
Contact: Sayed Jalaluddin (Sarai Shalmada)
 
Telephone: 23551
 

(83) 	 47/125 Name: Shahabuddin Yasaury Textile MIll2s (supersedes 45/008)
Type of company: Sole proprietorship 
Type of productiong Rayon textiles, 40 looms 
Rate capacity:* 2,100,000 1/1st yr.
Flxed asees: Afso 8p7949000 ($1179300)

Wi%nag capital: Afs, 18,991,000 ($253,200) 
 I 
MaNlets: Nationrl-

Estimated sales potential: Agso. lhil00,o0o ($588,000)

Skilled employees: 8 IUnski3lled employees: 14 
Contmt: Shshabudun Yasaury (Sarai Shahzac, Kabul)

Telephone: 2318 
 3 

I 
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(84) 47/126 


(85) 47/127 


37)/28 

(86) 7/229 

(87) 47/-,30 
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Nme: eather & Shoe Manufacturing Co., Inc, Page 19 of 29 

Type of company: Corporation (49% Swiss)

Type of production: Tanning and shoe manufacturing, Kabul 
Rated capacity: 300,000 sq. ft. leather 

480,000 pr. shoes 
750,000 pickled skins 
30.,000 rool skins 

Fisod assets: Mfa 49,101,000 ($654,700) 
Working capital: Afa, 98,595,000 ($I,3141600) 
Markets: Export 5C% 
Estimated sales potential: Afs, 212,900.,000 ($2,838,700)
Skinled employees: 80 
Unskilled employees: 873 
Contact: GhulamnRasul, President, Po 00 Box L16, Kabul
Telephbone.: M133 

eme; Sherkat-e-Idmited Pickle Saia (Kabul branch of Aqoh. 0o) 

Type of company: .Limitedliability partnership 
Type of production: Casings 
Rated capacity: 4,000 banks/yr.
Fixed assets: Afso 7,690,000 ($102,500) 
Word.nmg capitalz Es 0 8,310,000 ($110;800)
Markets: Export 
Estimated sales potential: Afs. 23,100,000 ($308.,000) 
Skilled employeess 5 
Unskilled employees: 32
Contact: Haq Murad, Kabul; Chanman Hoduri-

Telephone: 22908,
 

Name: Da Abdullah Had Plastics & Rubber Fabrik.,-Ld. (superseded by
 
wad-e-Tamirati Balkh
NIamet Sherkat-e-Sahami 


Type of company: CGoporatton
 
Type of production: Bricks., Kunduz
 
R-ated capacity: 319250.,000 pc o/yr.
 
Fired a-sets: Afso 13,370000 ($178,300)
 
tqorkrng capital: Afso 3,630,000 ($48,400)

Markeats: YoaalElstima'td sales potential. Afs. 9,000 000 ($120,000) 

Stimted mployees- 7

£msled c&ployees: 65
 
Ccattet Ghallam Mqbi Nashr, Qala.=e-FaUah Klaan Kabul
 
Telephores .0322
 

NIeasa Sherkat Sahrni Sbirbaz 11asspssa
 
Type'of ap Gorporation
T pe of produzbion: Tannery and garmaetb, Maimana 
Rated capl%:y- 225, 0 sheep sldns/yr. 

25-,000 karwkul/yr° 
Pbmd aseetoe Afs0 7,682,000 ($102,400o) 
Workixg-capital:- Afs0 25.9969,000 ($346,300) 
Markets;. Export

Esii',taed sales ptential; Atso 86,875,000 ($1,158300) 
Skilled employees a 5 
Unkilled einployees:. 456 
Contact: Abduvlahbhoi, c/o Cumberbhoi, Shar..iNau, Kabul 
Telephone:. 20227 

3 
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Name: Karkhana Sanati Naghizeda Page 20 of 29
 
Type of company: Sole proprietorship
 
Type of production: Glazed Tiles, Herat
 
Rated capacity: 1,250,000 tiles/yr.
 
Fixed assets: Afs. 12647,000 ($21,OO0)
 I 
Working capital: Afs. I5501,000 (I20i000)
 

National
Markets: 

Estimated sales potential: Afs. 6,250.000 ($83,300)
 
Skilled employees: 8
 
Unskilled employees: 29
 
Contact: I4htd. Hashim Naghizada, Serai Zelmei Market., Herat
 

Name: Sherkat-e-Sahani Kuk
 
Type of company: Corporation
 
Type of production: Fur animal production, Herat
 
Rated capacity: 2,100 skins/yr.
 
Fixed assets: Afs. 2,305,000 ($30.,700)
 
Working capital: Afs. 1859,000 (1$24,800)
 
Markets: Export
 
Estimated sales potential: Afs- 3,525,000 ($47,000)
 
Skilled employees: 6
 
Unskilled emloyees. 51
 
Contact: Moh'd. yakab., c/o I4ohaaed's Sons, Shar-.i-Tau, abul
 
Telephone: 21390
 

Name: Fabrika Nasaji Razaki
 
Type of company: Sole proprietorship
 
Tye of production: . Rayon textiles, 100 looms
 
Rated capacity: 5,200,000 2/ist yr.
 
F-ed assets: AfSo 13,600,000 ($181,300)
 
Working capital. Afs 24,075.,000 ($321,000)
 
Markets: National
 
Esti ted sales potenial: Afs. 98,800j,000 ($1,317,300)
 
Skied employees: 21.
 
Unskilled employess: 301
 
Contact: Nohd. Anin Razaki (Hazargull arket, Kabul)
 
Telephone; 41677 (home)
 

Name: Anatullah Textile 1ill
 
Type of company: Sole proprietorship 
 -

Type of production: Rayon textiles., 30 loozu3
 
Rated capacity: 1,260 000 /lat y.
 
Fixed assets: Afs0 3,470,000 ($4i6 300)
 
Woking capital: As. 6,622,000 ($82,900)
 
Markets: National 
Estimated sales potential: AfS. 38,460.,O0 ($379,500)
Skilled -V1oyeea: 8 
Uas-Illed employees: n26 
Contact: Anatul2ah (Sarai. Kain, Kabul) 
Telephone: 224L43 
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(92) 47/135 

(93) 47/137 


(94) 0a/J38 

(c,5) 48/2.0 
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Appendix 3 
Name: Haji Gulzada & oh'd. Zia Textile MifI Page 21.of 29 
Type of company: Partnership 
Type of production: Rayon textiles, 50 looms 
Rated capacity: 2,100,000 I-/Ist yr,
Fixed assets: Af, h3h.o,000 ($57,900) 
Working capital: Afs. 10,660,000 ($142,100) 
Markets National 
Estimated sales potential: Afs. 44,100i,000 ($588,0o) 
Skilled employees: 8 
Unskilled employeeb: 199 
Contact: Haji Gulzada (Seant Kalinu Kabul) 
Telephone: 24213 

Name: Abdul Karim'Noor Textile Mill 
Type of company: Sole proprietorship 
Type of production: Rayon textiles. 30 looms
 
Rated capacity: 1,260,000 M/ist yr.
 
Fired assets: Afs. 3,636,000 ($hB;500)
Working capital: AfSo 6,622,000 ($88s300)
 
Markets: National
 
Estimated sales potential: Afs. 28,460,000 ($379,500)

Skilled employees: 7
 
Unskdled employees: 117

Contact: Abdul Karim No (P. 0. Box Kabul, IKhaban)

Telephone: 20305
 

Name: Allah NazarlDastookhail Textile Co. 
Type of company: Sole proprietorship 
Type of -production: Rayon textiles, 100 looms 
Rated capacity: 5.,200,1000 M/ist yr.F-LIed assets: Afso 17,805B000 ($237,400)
Working capital: Aso 19,877,000 ($265,O00)
 

Markets: National
 
SalesI Afs. 98.,800,000 ($1,317,3.00)
 
SIkled employees: 21 
Unskilled employees: 301 
Contact: Allah Nazar (Sarai Kalin, Kabul) 
Telephone: 20661 
Name Sherkat-e-Sahani Deri Barsok 

Type of company: Corporation 
Type of produteion: Casings and pickled skins 
Rated capaoity: 120,000 hank casings

300000 pickled skins 
Fixed assets: Afs, 6,700,000 ($89,300) 
Working capital: Afs, 25,637,000 ($341.800) 
1Jarkets: Export 
B.stinted sales potential: kfso 83400.,000 ($.f12.,000)
 
Skilled employees. 10 
Unskilled wloyces- 54
3ontact3
Bikibhoi, Baghnan Kucha, Serai Kalil, Kabul. 
Telephone: 20987, Kabul 

http:1,317,3.00


I 

I 
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(96) 48/i1 Name: Hama Industrial Press Page 22 of 29 

Type of company: Anferad. 
Type of production: Printing
 
Rated capacity: 24,000 sheets/24 hrs.
 
Fixed assets: Afs0 1,675,00 ($22,333)
 
Working capital: Also 820,000 ($10,933) 
 I 
Markets: National 
Estimated sales potential: Afso 6,oo,ooo ($80,000) 
Skilled employees: 9 
Unskilled employees: 12 
Contact: Gul Mohammad. 
Telephone: P. Oo Box 343, Kabul i 

(97) 	 46/J143 Name: Sherkat Bahr 
Type of company: Partnership 
Type of production: Rayon textiles, 50 looms 
Rated capacity: 1,800,000 1/5th yr0, 360,000 1/let yr0 , 1,080,000 14/2nd yro,

i,o,440_O00 M/3rd & 1th yrs. 
Fixed assets: Aft0 h,700,000 ($62 700) 
Working capital: Als0 8,996,000 (1l9,900) 
Markets: National 
Estimated sales potential: fifs6 37,600,000 ($04000)8
Skilled employees: 15 

Unskilled employees: 191 

Contact: Sarwar 
Telephone: 23157
 

(98) 48/1.47 	 Name: Sufi Yakch Sazi 
Type of company: Anferadi
 
Type of production: Ice production, Kabul
 
Rated capacity: 15 tons/day
 
Fixed assets: Afs, 3,385,O00 ($45,133)
 
Workdng capital: Ast 79,000 ($1,053)
 
Markets : Local
 
Esti.ated sales potential: Afs, 1,200,000 ($16,000)
 
Skilled employees: 10
 
Unskilled employees: 12
 
Contact: Sufi W.li Mohammed
 
Telephona: 2492. Kandahar 3 

(92) 	 28/18 Name: Abdullah Jan Industries 
Type of company: Partnership (100% Pakeistani) 
Type of production: Pots and pans, alu n, coper, sb'inless qvtD3 1 
Rated capacity: I ton pots and pans/8 brs,/00 days 
Fixed assets: Afs, 6,000.,OO ($805000) 
Working capital: Afs. 14,500000 ($193,000)
 
Markets: National'
 
itiLated sales potential: Afs. 75, 0,000 ($1,005,300)
 
Skilled employees: 27
 

Unskilled employees: 3 I 
Contact: Abduilah Jan 
Telephone: 18-A, Gulberg 11 

lahore, Pakistan 

• I 
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(100) 	 h8/15L Nam,:e: Pashtoon Container Corporation Page 23 of 29 
Type of coinoay: Corporation 
Type of production: Plastic bags and other containers 
Rated capacity: .l20, 0 00-kg./yr, 
Fixed assets: Also 2,569,000 (34,533) 
Working capital: Also 24112000 (4.3 2,147) 
Markets Nfational 
Tstimated sales potential: Afso 622402000 ((-83,200) 
Skilled employees: 5 
Unskilled employees: 13 
Contact: Ahmad Ioosa 
Telephone: 21591, Kabli 

.(101)lt8/152 	 'jame: Kabul Chemical Inid-stries
 
Type of company: Corporation
 
Type of production: Caustic soda chlorine
 
Iated capacity: 720 kg0 caustic soda/24 hirs
Fixzed assets-. Afs, 2,970 000 (%39 ,600) 
Wrorking capital: Afs 28390-00 (0-,773) 

l-rkets,: ~National 
Estimated sales potential:. Afso 850643000 (,.07.,520) 
Skilled employees: 5 
Unskilled employees- 24 
Contact: -1. Zahir 
Telephone: 20200, Kabul 

('1--Y 48.1153 Nar.-e; raivy Platics Industry 
-Typ~e of company;: Anfe-radi 

Type of production: Plastic products 
Rated capacity: Product irdx not mouno
Fixed assets: 	 Afs, 185..235 ($2,470)
Working capital: Afs, 58;590 ( .785) 

Mlarkets: I.ational 
-
Estivmiaed sales potential: As, 0OC00 O (,$G33

Skilled employees -. 2,'. 
Unskilled employees: 7
 
Contact: Abdul Rahim Faizy
 
Telephcne: 24102/43, abul
 

(, ,/155 iame - osasi Sanaty -Azizi 
Type of company: iJmited liability pa.ctnc rshi (149%Tran) 
Type of production: Biscuits and candy 
Rated capacity: 69000 kg0 /12 lrso 
Fixed assets: Afs, 16Q600.000 (1221, 300)
 
Lorking capitale Afs. !2400 000 (E,30o)
 
Markets- ilational
 
Estimated sales potential: Afs 71S250Y000 (!,950900C)
 
-Skiled eplcyees: 10
 
Unskilled emnloyees: 39
 
Iontact: Glaulan Saxar zizi 
Telephone: hawab Iarket-aoha llarnda Xaul 
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(104) b8/156 '!ame: Da A.ghan Lebazn'etb, Inc. Page 24 of 29 

Type
Type 

of comnsay: Coatporation
of prcduction. filk 

(5a" American) 

Rated capacity- 7,500 qts./8 hrs0 
Fixed assets: Afs0 ? ,h52,000 ($232,700) 
Working capital: Afs 6,796,000 ($9Q 6 13) 
Markets: Rational 
Estimated gales potential: Afso 38,750e 000 ($5171300) 
Skilled eicaoyees: 10 
fnskctled employees: 7 
Contact: Sher Be Afredi 
Telephone: 20811, Kabul 

(105) 118/159 Name: Haschwzt Sausage Factory 
Type of company: An-feradi 
Type of production: Sausage 
Rated capacity: 200 kg. in 8 hrs

•F 'ced assets: Afs. 1,653,000 (tf:22;,O40) 

Working capital: Afs, 99,000 ($1,320) 
ilarkets: national 
Jstinated sales potential: 
Skilled employees: I .4 

Afso 3,000,000- 40.000) 

Unskilled empoyees: 5 
Con-tact: Abdullah Ali 
Telephone: h1982., Kabul 

(106) 148/160 Hame: Afghan Palst Go., Inc. 
Type of company: Corporation 
Type of production: Plastic prodLrats 
Rated capacity: 3,200 kgQ,/16 hrs3 
Fixed assets: Afs. 10.450.000 ($139,300) 
i;orking capital: Afsa ,llfC ,000 (U531,067) 
ilarkets; atirnnl 
Estinated sales potential: Afso 79.6Oo0,00 ($2 Ot.333) 
Skilled employees: 5 

Unskilled enpvloyees: 51 
Contct: Abdul Rahim
Telephone: 21470, Xabul 

(107) h8/161 Nlaae, Da Katimi Sanati YAusassa 
Type of company: Anferadi 
Type of production: Thread inding 
sated capacity: L 215000 lbS0/yr 0 
Fixed assets 

ctking capital: 
Afs,. 2,M000 
AlSo 10,373,000 

((.38,1400) 
(-3389300) 

arkaes.: Domestic 
stimated sales potential: AfSo i 0 0 238.000 (-0,336,500) 

Skiiled employees: 10 
Unskilled' employees: 217 
Contact: Elaji Abdul Aziz, Sarai Atajan, KXaAabar 
Telephone: 2250. ITandahar 
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(108118/!63'ame - Sak-hi Sanate -eoasesa Page 25 of 29 

Type of company: Partnership 
Type of p-coduction: Raisin processing 
Rated capacit-y: 10 tons/16 br.-day/200 deys 
Fixed assets: Afs0 5.,125,000 ($68,300) 
Zo,'kinA 
.rkets: 

capital: 
Export 

Afs. h,871eOo ($6hs.oo0) 

hstinated sales potential: Afs 36;235,000 
Skilled employees: 8 
Unskilled employees : I d8 
Contact: A'-bdvi Ghdus, Chardi, Xabu,' 

($L830O) 

Telephone: 41359 Kabul, P. Oc Box 1: 37, Chsrikar 

(109) 148/165 Name: mazaruddin Textile Co 
Type of company,: Anferadi 
Type of production: Rlayon te-tiles, 50 looms 
Rated capacity:
Fixed assets; 

1,200,000 14/yr$ 7
Afs 5.450,000 ($y72,'700) 

Working capital: Also 5;550,000 (71,000) 
Market,§: Domestic 
Estimated sales potential: Ale. 20,h00,000 ($;272,0o) 

"Skilled employees: 3
Unskilled emiployees: 80
Contact: Haji Vazaruddin, Pashtoon iia'ket, iabul 

Telephone;: 24301 

(1O) t4o/'b, lime: Barekzaie Co. 
Tzcpe of company2 Partnership 
Type of production: Spare auto partts Q, net'. ?'m2iare nmfg., Herat 
!Rc.ted capacity: N. A.-
Fixed assets: Afs. 3,620 000 (t48,300) 
u!rki.Jg capital: Als. 909,S500 l21 2(f)I arkets: Domestic 
Estimated sales potential: Afs, 3 7?50OOOO (<50;,000) 
Skdilled employees: 10 
Unskilled employees: 13 
Contact: Haji Nohld,. RassQl 
Telephone: Sarqai Oumandan. Herat

3_)/,,: Coca Cola (Bottling) & Afghlan F'rit Juice Cbo,; 
,ype of company: Corporation ( mAnarica n)

Type of production- Coca Cola and t-ait jutee 

iuc. 

fated caaci y: hOOG,COO cases Coc, Cola 
500 tons fruit conconrt-ate 

or ig capital. Afs, 5,800 000 ( 77 ,300) 
Markets: Export & national 
Lstimatcd sales pol-ential: Af's. 8,0Cr0.?OG ( .3o0) 
Sklled employees: 21 
Uniskilled employees: 65 
Conbact: Sher B, Afredi P. O Box 107., E[,xfl 
Telepbone: 20811 
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(112) 8/171 Name : Da Af han Body ifg t Factory Corp. Page 26 of 29 
Type 
Type 

of company: Corporation 
of production: Tiru l: body manufacturing 

Rated capacity: 40 truck bodies 
Fixed assets: Afso 2,2hO00 ($29,800) 
U)orking capital: Also 5%262S250 
Harkets: kcporb 2C% 
hstimated sales potential. Afs 

($70200) 

1OQ6 000 ($lbl,300) 
Skilled enployees: 7 
Unsilled employees: 24 
Contact: Haider Ali Paikar 
Telephone: 20715 (home: 10O576) 

(113) U/173 lw.ame: Af'ghan Cigarette Company 
Type of company: Partnership 
Type of production: Cigarettes. Jalalabad 
Rated capacity: 216 m/yr0 
Fixed assets: Afso T1;l915"00 (4169 900) 
Working capital: 3,983 ,30OA(C$53;l00 5 

?T:kets: Domestic 
Estimated sales potential: Also 27.6h8 000 (4,.368,600) 
Skilled employees: 28 
Unskilled employees: 21 
Contact: Hadji (0hulam Rasool Sahab, Pashtoon i-arkot-
Telephone: 21802 

(114) '18/175 Name: Khalil Detergents, Ltd0 
Type of company: Limited liability partne,ship 
Type of production: Detergent 
ftated capacity: 2 Mlbs/r-r
Fixed assets: Af5s 5,890500 ($7M500) 
1!orking capital: Also 37259000 ($9%700)
Iarkets, Domestic U 
hEstimated sales potential: Afs 0 3000 0 Q 1(e;OO) 
Skilled employees: 1 
Unskilled emoloyees: 8Contact: halil -UrrahmanUais. Pashtoon
Telephone : 24056 (home: 21400)' 

:Iarket (lint 63)

(!i5) L0/176 L'ame: Afghzn Boring Co, 
T ype 
Type 

of company: Corporation
of production: lell drilling 

Rated capacity: 10 i/day 
Fixed assets: AfsO 140,000 ($1,900)
Working capital: Afso 364,000 (kI,850) 
Yrkets Local 
Lstimrated sales potential- ALfs, 180,0O0 (2,h00) 
Skilled employees: 8 
Unskilled employees, 18 
Contact: Abdul Samad Salaam, 
lelephone : 41528, abul 

283/5 Debmawu, "Iineiss :-laidaaa 
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(116) 	48/177 -Name: Hayat, Inc 
Type of company: Corporation (100% t ) Page 27 of 29 
Type of production: Furniture 
Rated capacity: 5o;0 cu. ft./yro
 
Fixed ,assets: Aff.o 1,870,000 ($24,900)
 
Working capital: Afs0 13,130,000 ($175,000)
 
Markets: Partial export
 
Estimated sales potential: Afso 18,000,000 ($240,000)
 
Skilled employees- 13
 
Unskilled employeics: 92
 
Contact: Abdul Aiz, c/o Hayat 'Bros, Peshawar
 
Telephone: 23fl
 

(117) 	48/180 Namne - .hinney MunTay & COo 
Type of company: Partnership (10C% British) 
Type of produtior : Auditing 
Total capital reqlirements: Afs i550,O00 ($20,666) 
Estniated sales potential: Afs0 40,ocO cO (53,300) 
Slc.1led employees, 18 
Unskilled employe as: 3 
Contact: Byron B, Nelson, P. 0. Box 1783, Teheran, Iran 

(118) 49/181 	Name: Afghan Reirforced Cement Industry 
Type of company: Simple partnership (200 Pakistani)
 
Type of production: Reinforced cement
 
Rated capacity: t . A,,
 
Fixed assets: AfE i,hivS,000 ($18,900) 
Working capital: Afso 831,250 ($11,100) 
Markets: National 
Estimated sales potential: Afs0 3,700,000 (IV49,300) 
Skilled employees: 10 
Unskilled employees: 54
 
Contact: S-erai Hazar Gul, Kabul
 
Telephone : 21856
 

(-19) h9/186 	Name: Haiwand Coporation 
Type of company: Simple partnership 
Type of production: Pickle skins & casings, Kandahar 
Rated capacity: 167,000 hanks; 250,000 skins 

Fired assets: Afco 2,E96,000 ($33,300) 
Working capital: Afs0 21,739,I00 ($289,900) 
Markets : Export 
Ebisttated sales pctential: Afso 67,250,000 ($896;700) 
Skilled employees: 7 
UnskilIled elployees: 58 
Contact: Haji Noer Al., Kandahar 
Telephone: 2179, Kandahar (kabul, 23636 Or 26722) 

(120) 	49/187 Name: Premsec, Ltd.
 
Type of compa-ny: Partnership (100% British)
 
Type of production: Polyurethane Foam manufacturing
 
Rated capacity: 110,,000 cu ft./yro
 
Fixed assets: Afso 7,275,000 ($97,A00)

Working capital: Als0 8,752.,500 ($116,700)
 
Markets : Domestic 
Estimated sales potential: Afs. 26,ho0,000 ($352,000) 
Skilled employeesi 8 
Unskilled employees: 39 
Contact: K. K. Pabel, Premeec, Ltdo, P. O. Box 89, Baroda, India 



(121) J.9/190 


(1-2) 1-$ 0). 

(123) L%091 

(.2.1) t9/i.93 
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Name: Kochi Sarremao Factory
 
Type of conpany: Simple patnership
 
T3 pe of production: Pickle skins & casings, Jalalabad
 
Rated capacity: 105,O00 baak casings; 450.1000 pickled sk ns 
Fixed assets: Afs, 35242,3O (,43,200)

WTorking capital: Afso 27,!'L3,771 (Y36!,900)
 
tlavkets: Export
 
Bsttnzted sales potential: Afs0 82,620:,000 ($1,.o6co)
 
Skilled employae: 5
 
Unskilled employees : 21 
Contact: M4r. Marahb, Sarwari arket, Kabl1
 
Telephone: 24831 or 2426
 

ilane: Pa Abdullah Had Plastic . Rubber Fabrika, tdo. (supersedes 47/128)

Type of company: Li-mited liability partnership

Type of production: Plasti* footwear
 
Rated capacity: 1 620,000 shoes/yr.

Fi-xed assets: Afso 8,810,600 ($117,600)

Workiag capital: Afso 6,901,000 ($92o000)

takIkets: Domestic
 
Estimated sales potential: Afs. 70,,660)00 (09"42, 100)

Skilled employees: 7
 
Unskilled eployees: 39
 

.onta t Abdullah Jan Jaji, Serai Sayed Labi:bullah
Telephone: 
23362
 

OUT OF SEQUENCE: 

ae: Afghan Certif'ied Seed Company (Kandahar)
 
Type of c omany: Personal Business (i0Ct Canadian)

Type of O c,dlcon± Guar seed and certified cotton-and vwbeat. seed
 
Rated capacity: DA
 
Fed -sets: A's 7,767,200 ($103,500)
.-o.2,Idng capital. Als, 598,500 ($800)
 
;a'kets: Local 
Esti.wt-. Afso 12,972-000ed sales potential: (.172900) 
Skilled 'ecimloyees: 4 
Unsld,.ed ern-oyees: 81 
Contcact: L Q. IT. H R.ley, indamer'. Kabul 

elephon-e: 20617 hone: 20394 

INai, AZ ., Plastic Bag and. Pipe Coo 
Tye of ln:. BusinessCo-. Per-sonal 
Type of prducti on: Plastic bags and pipe .. d capacity 2-7 kg, plastic bags 

53,9 kg. plastic pipe/16 hours 
Fixed assets: as,, 1,813,500 (4214,000) 
Work.ng capital: Afs, 3,836,200 (QS1V000) 
Markets: Local 
Istinated sales potential: A's- 13,860CO ($'181,800) 
Skilled elivoloyees: 7 

-l poyees. 24 
Contact: Naslrulah Azami, 14ekzad Ilarket, Kabul 
Te°_cIQ.o..e- home -- bi547 

I 



(125) 

(126) 

(127) 


1127 


3 

I.3 
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49/19? 	 Hame: .Xabu.lSpo ng ';il 
lype of conpany: ,imited Liability Parnership (50-%Pakist-) 
Type of production: Viscose rayon yarn
Rated capacity: 14,236 lbs/2k hours 
Fixed assets: Af50 131 5C4h700 (414753,000)
tWorking capital; Afso 53,845.000 ($718ewo0)
 
,iarkets: Local
 
Estimated sales potential: Afs, 124,475,000 ( 13660,000)
 
Skilled employees: 19
 
Unskilled eployees: !46 
Contact: Abdul Rauf Maqsudi, P0 O Box 210. Sarai ShahzaSa, Isbul 
Telephone: 2324623b36 bome; 23624 

"k2/i99 Uame: Co.,lakhan ?lastic Inco 
Type of coany: Corporation 
Type of production: Plastic shoes, boots3 sa-ndals etc. 
Pated capacity: 12,000 pair/20 homrz 
Fixted assets: Also 125855.000 (11O0
 

Working capital: Afs. 223871700 (j:298.o000)
I arkets : Local 
Lstimated sales potential: Afs-. 103,50000 ($1380, OCO) 
Skilled employeesu: 8 
Unsk led employees: 48 
Contact: Sayed Ibrahim Balkhi, Tiandevi Jadid, Ra-rii-n'ket, Kabult 

Telephone: 25662 - 24668 

i.9/20c- ame: Afgh-an Tire Retread Co.
 
Type of company: Personal Business
 
T-pe of production: Automobile Tire Retreading
 
fated capacity: 6 units/8 hours-
Fixed assets: Afs. 4,O82,00 ($51,000)
 
Working capital: Afs. 1t202,300 (4.16,000)
 
Markets : Local
 

lstirated sales potential: Af".. 5,0000 (V-2,000) 
SCkilled -ami2
 
Unskilled employees: 7 

'-.Ie-phone: 32568 

-projects prescwn.ted 
6 re-5ubj.ssic-ns (clue to increased capacity,! 

and/or zui"a.ization)3'33 Total Frojects Approved 

Date rseparcdt October 10. 1970
 
_a for- ii nstry of Conrerce
 

By: Thoiras H. Hiner & Associates, Inc,
 
TLabul, Afghanis tan
 

eiepho~ec L2ULi, ext.. 347
 

ADDIIOINL COPIES AVAILABLk UPOW -uQULST 



I
 
I
 
I
 
U
 
I
 
U 
I
 
I 

3 INVESTMENT 

I
 
I
 
I
 
U
 
I
 
I
 
U 
3
 
U 
I
 

APPENDIX4 

COMMITTEE OF AFGHANISTAN 

BOX SCORE 



Appendix 4 

I 
Page I of 15 

I1STIENT CO.&iITTElE OF AFGHANISTAN 

B0Kr SCORE 

(Approved Private Sector Investment Applications by Category) 

as of October 4, 1970 

SIATISTICS
 

ToW.l Applications Approved ............... ......... 133 
Expnnded (increase&r capitalization) applications in above . 5 

Factories Built and in peration . .......... ...
 

Total Financial Resources Required (above) Applications Afsq 3,498,360,300. a 

(MoS.) . . e 45,588,200 

Personnel Required: (ilew Jobs Created-Projected) TOTAL . . . 18Y694 
Skilled: ...... .. . ........... 1,684 

Unskilled: ............... 17,O10 

NUmber Applications with Foreig,Participation ... . 22 
Participating Countries: Pakistan, Italy, India, 
Germany, United Kingdom, Switzerland, USA, Canada-

Total Financial Resources of Projects which include Foreign 
Capital ....... ..... .................. .. Afs. 1,019,888,5OO 

(U.S.) . . . 13,h25,400 
Percentage to Total Resources . .... ... 29.5% 

Totil Foreign Resources included in above .............. Afl. 697;956300 
(U.S.) . . . 9,250,900 

Average Percentage of Foreign Participation 68.166 

Percentage Foreign Resources to Total Resources ... . 19.% 

Total Potential Annual Sales Approved Applications . Afs. 6,726,718,OOO 
(u.S.) 889,435,000 

Total Potential- Annual kxport Sales (included in above) . Afso 1503 470,OO 
26.604,9oo 
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110 : Financial resources and sales data referred to in this report are 
based upon projected results at end of fifth year of operation of 
each approved application.
 

Investment applications require projection of anticipated pro
ductivity for each year through the fifth year of operation. In 
many instances, earnings will be retained and reinvested'. A spot
check of factories already in operation disclosed, however, that 
actual investment exceeded that forecast in most instances. 

IIN,/klI 

Date Prepared: October 10, 1970
 
Prepared fo-: Ministry of Cormerce
 

By: Thomas H. Miner & Associates, Inc.
 
Kabul, Afghanistan
 

Telephone: 42Ih1I, ext. 347
 

?J22!TIOVAL COPIJtS AVAILBL UPON RLQTJLST 
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I.E
 

Page No.

3ALLIS BY CATEGORY 

Anil Products ................... . 5.
 

Bonemeal
 
Casings and Pickled Skins 
Furs
 
leather Tanning & Shoe Manufacturing 

Auditing *.............. . . . . . . .. 6
 

Automiotive . 6 

Battery Manufacturing
 
Garages
 
Tire Retreading
 

Building Materials.. ..... ...... ............. 6
 

Aggregate & Stone 
Bricks 
Building Stone
 
Reinforced Cement Products
 
Structural Iron 
Tile, Cement & Glazed 

Carpet a'shing . ."... 8 

Cartons .Bags ............ .... ............. 8
 

Chemicals .... ....... ........................ 8
 

Food Processing .... ..................... 8
 

Biscuits & Candy 
Cheese
 
Dried Fruits
 
iilk
 
Oil - Edible
 
Raisin Cleaning & Packing 
5ausage
 
boft orinks Z Fruit Concentrates 

etal Fabricating ..... ........ .... 10
 

Body Manufacture 
General Fabrication
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Metal Fabricating (cont . .............. 

Household Utensils 
Venetian Blinds 

Oil e Grease (Lubricating) .. ....... ... 1 

Pharmaceuticals . . . ... .. 11 

Plastic Products . .................. 


Service Industries ..................... ..... 11
 

Cold Storage (meat & fruit)
 
Dry Cleaning
 
Ice ;lanufacturing
 
Printing
 
W3fl Drilling 


Soap ! Detergents ........ ................ 12
 

Textiles ............ ....................... 13
 

Knitting
 
Spinning
 
Thread Winding
 
eaing 

Tobacco ............... ..... ....... 14
 

CiLarettes 

kood Products ............. . . 14 

Furniture 

'iscellneous . . ....... ........ 14 

Alcohol e Wine 
Rose Essence 

Seeds - Certified 

ii. 

3 
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BY CATLGORYAALYSIS 

Anival Products 

Bonemeal (7/072) 

fle, of applications I 
-Total resources reqired: Afs.. 3,600,000 048,00) 

Total foreign participation: NONE 
Estima-ted total capacity: 2,500 tons/year 
Total employees: 29 Skilled: 9 Unskilled: 20 

Total. annual sales projected: Afs. 17,813,000 ($238,000) 
Export sales projected: Afs. 17,813,000 ($238,000) 

Casings and Pickled Skins (45/005, 45/006, 47/113, 47/126, 47/127, 45/140, 
49/186, 49/190) 

lio of applications: 8 
Total resources required: Afs. 152,858,000 (( 2,035,400) 
Total foreign participation- 1IO 
Estimated total capacity: 1,046,000 Hanks; 2,650,000 skins 

1otal employees : 396 Skilled: 53 Unskilled: .343 
Total Pmnual sales projected: Afso 482,920,000 ($6,416,300). 

Export sales projected: Afs, 482,920,000 (4-6;416;300) 

Furs (16/05l, 47/132) 

Zo , of applications: 2 
Total resources required: Ats, 23,776,800 (316,500)T otal foreign participation: 110 * 

lstimaLcd ..otal capacity: 11660 pelts/year 
Total e.pl.oyepes: 552 Skilled: 19 Unsld-ed: 533 
Total anal sales projected: Afs, 190,275,000 ( 2;537,0C1) 
Exoc'rt sales projected: Ats, 190,275,000 ($2,537,000)

(h6/057, 47/108, 6 47/130)
Leather TDnning & Slioe MIxmufacturing ,47/12 

No, of applications: 4 

Total resources required: AfSo 3115947,0c (,l,59'000) 
Total fexeign p articipation: As. 72,371,000 (4.964,320), Swiss 

total capacity: 1,2L5,000 pickle skins/year 
35sOOO karakul/year 

Istimnted 

22,500 goat/year
 

480,000 pr. shoes/year 

30O$000 ft, 2 tanned.leather/year 
30,000 tanned sins/year 

Total employees: 5,1"13 Slafled: 225 Unskilled: 5,218 
Tchel annual sales projected: Afs, 856,900,000 (1,290,000) 
bxporb sales projected: Afse 70h,500,000 (U9;391,300) 
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Auditin (h8/1U0)
 

11o, of applications I 
Total resources required. AS 1,550,000 (Z21,000) 
Total foreign participation: Afs. 1550,000 ($21,000), British 
bstimated total capacity: NA 
Total employees: 21' Skilled: 13 Unskilled: 3 
Total annual sales projected: AfS 4.000.000 ($53,000) 
Export -sales projected: NONLE 

Automotive 

Battery Manufacturing (46/063) 

No. of applications: 1 
Total resources required: AfS. 39,000 000 ($520,000)
 
Total foreign participation: N01
 
Estimiated total capacity: 150 units/8 hours
 
Total employees: 51 Skilled: 9 Unskilled: 42
 
Totasl amual sales projected: Afs, 75,000,000 (,000,00O)
 
Export sales projected: NIOM
 

Garages (46/024, 46/052) 

No. of applications: 2
 
Total resources required: AlSs lOOO0000 (4:133,1GO)
 
Total foreign participation: KOL
 
Estimated total capacity: .VA 
Total employees: 29 Skilled: 7 - Unskifled 22
 
Total annual sales projected: Afs, 5,200,000 ($65,600)
 
Export sales projected: NO
 

Tire Retreading (119/-O8) 

No. of applications: 1 
Total resources required: Afs. 5,284,300 ($70,500)
 
Total foreign participation: EO1%
 
Esti:,maed total capacity: 6 units/day
 
Total employees: 9 Skilled: 2 Unskilled: 7
 
Total annual sales projected: Afs 5,400,000 ($72,000)
 
Export sales projected: 14N1
 

Building laterials 

Aggregate & Stone (,6/026) 

No,. of applications: 1
 
Total resources required: Afes 15000,000 ($198,000)
 
Total foreign participation: NOLE
 
Estiim:ted total capacity: 483 13/IO hours
 
Total employees: 70 Skilled: 50 Unskilled: 20
 
Total annual sales projected: Afs 9,9604,000 ($1325000) 
Export sales projected: 11ONE 
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Bulding Materials (cont.) 

Bricks (47/129)
 

No. of applications: I
 
Total resources required: -As 17,000,000 ($226,700)
 
Total foreign participation: 11M,
 
Estimated total capacity: 11,250 M/year

Total employees: 72 Skilled: 7 Unskilled: 65 
Total annual sales projected: AMs. 9,000,000 ($120,000) 

hxport sales projected: 240M 

Building Stone (46/064) 

?,o. of applications: 1
 
Total resources required: Mrs. 4,5270000 ($60,000)
 
Total foreign participation: NI
 

st1i ated total capacity: 2/3 N3/8 hours
 
ToLal employees: 40 Skilled: 21 Unskilled: 19
 
Total annual sales projected: Als0 3,976,000 ($53,000)
 

Lxport sales projected: NE
 

Reinforced Cement Products (49/181) 

No,, of applications: 1 
Total resources required: Afs, 2,246±000 ($30,000) 
Tolal foreign participation: Afso 2,26000 ($30,000), ?akistani 
Estiwmated total capacity: NA 
Total emoloyees: 64 Sildled: 10 Unskilled: 54 
Tot-al annual sales projected: Also 3,700,000 ($49,300) 
Export sales projected: NOlS 

Structural Iron (46/021) 

flo0 of applications: 1 (Re-rolling mill)
 
Total resources required: Also 11,500;000 (e152,000)
 
Total foreign participation: Afs° 11,500,000 ($152,000), Pakistani
 
Estiwated total capacity: 2,000 tons/year
 
Total eployees: 413 Skilled: 8 Unskilled: 35
Total annual sales projected: Afs, 20,100,000 ( 270;0O0)
lixport sales projected: NOM 

2i.__e Cement & Gl.azed (47/081; 7/131) 

Bo, of applications: 2
 
Total resources requiredt Also b,148,000 (4$is,000) 
Total foreign participation: Afs, 1,000,000 ($13,000), Pakistani 
Esti-:ated total capacity: - 23,410 1 2 /year 
Total employees: 57 Skilled: 10 Unskilled: 47
 
Total Annual sales projected: Afs. 8,650,000 ($115,300)
 
kxoort sales projected: 1,O11
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Carpe2t urashing (lS/013) 

No of applications: I
 
Total resources required: Afs. 18,000,000 ($237,000)
 
Total foreign participation: lONE-
Estimated total capacity: 8h,000 12 /year 
Total employees: 90 Skilled: 10 Unskilled: 80 
Total annual sales projected: Afs 7,5601000 ($100,000)
 
Export sales projected: INOI 

Cartons & Bags (47/075, 48/l51)
 

No of applications: 2
 
Total resources required: Afs. 18,252000 ($21t3; 6 00) 
Total foreign par'ticipation: HOM 
Estimated total capacity: 1,380,000 kgo/year
 
Total employees: 51 Skilled: 8 Unskilled: 43 
Total annual sales projected: Afs0 35,760,000 ($476,800) 
Export sales projected: NONE 

Chemicals (C8/152) 

No. of applications : 1 
Total resources reqrired: Also 3,253.,000 ($43,000)
Total foreign participation: NONE 
Estimated total capacity. 720 kg0 (caustic soda)/2, ho-rs 
Total employees: 29 Skilled: 5 Unskilled: 24 
Total annual sales projected- AfSo 8,0642000 ($107s520) 
Export sales projected: NONE 

Food Processing
 

Biscuits & Candy (48/155) 

No. of applications: I
 
Total resources required: Afs, 29,000,000 (4366,600)

Total foreign participation: NO.' 
Lsbinated total capacity: 6,000 kg/yee
Total employees: 49 Skilled: 10 Unskifled: 39
Total annual sales projected: Afs0 71,250,000 ('950,000) 
txnort sales projected- flON 

Cheese (47/092)
 

No, of applications 1
 
Total resouLces required: Afs Ii198,500 ($16,O00)
 
Total foreign participation: AO11% 
Estimated total capacity- 1i4i000 lbso/year 
Total employees: 9 Skilled: 2 Unskilled: 7 
Total annual sales projected; Afs 0 5,7609000 ($769800) 
Export sales projected: ONE 
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Focd .Processing (cont.) 

Dried Fruits (47/0y6) 

Aoo of applications: 1IO
 
Total resources required: Afs0 4000,000 ($533300) 
Total foreign participation: FIUME 
Est rated total capacity: 90 tons/year 
Total employees: 93 Skilled: 3 Unskilled: 90 
Total annual sales projected: Afs, 3,825,000 ($51,C00) 
Rxport sales projected: Afs. 3.,825.000 ($51,000)U tiak (It/i56 ) 

Nlo. of applications: 1 
Total resources required: Afs. 2h.248.000 ($323,000) 
Total foreign participation: Afs0 12,!2 ,oO00 ($161,500), American 
Estimated total capacity: 7,500 qts./8 hours 
Total employees: 17 Skilled: 10 Unskilled: 7Total armnual sales projected: Afs 38,750 000 ($517,300)
Exporb sales projected: i'02p 

Oil... Ldible (46/0h8, 47/094) 

No, of applications: 2 
Total resources required: Afs0 25,710,000 (413,43500) 
Total foreign participation: UO0E 
Estimated t.otal capacity: 4,0112 tons/year 
Total employees; 76 Silled: 15 UnsidSled: 61 
Total anual sales projected; Afs, 31,870,000 (,$I4235.000) 
Lxpor o sales projected: 1101& 

Razi-n Cleaatng & Pacldng (45/003, I50o9. )i6/cl0 b6/023, h6/056, 46/0589 
47/069, P7/070, 47/0L,, L1,'99,hT /0919"8/10) 

No. of applications: 13 
Total resources required: Ats, 223,828 000 ($2,91746o0) 
Total foreign participation: iOMi 
bsthnated total capacity: 35000 tons/ye- -

Total e-oloyees: 737 SIiled: 93 Unskilled: 6h4 
Total annual sales projected: Afs0 55!,370000 ($,7,31,300) 
]xport sales projected. Aso - ($7,3!,300)551,370,000 

sausage (b8/159)
 

! "a. of applications: I
 
Total resources required: AL, 1,752,60 ($23,000)

Total foreign participation; N02.
 
Lstimated total capacity: 200 kgr./8 hours
 
Total employees.: 9 Skilled: 4 Unskilled% 5
 
Total annual sales projected: Afs, 3;000,000 ($40O000)
 
Export sales projected: NONE
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Food Processing (cont 0 ) 

Soft Drinks e Fruit Concentrates (08/170) 

No. of applications: 1
 
Total resources required: Afs0 48,362,000 ($6L,42800)
 
Total foreign participation: NOMlE
 
Estimated total capacity: 40OOO0 cases/year
 
Total employees: 86 Skilled: 21 Unskilled: 65
 
Total annual sales projected: Afs, 58,000,000 ($773,300)
 
Export sales projected: Afs 15,000,000 0$200,000) 

Ue'tal Fabrieating 

Body MauIacttue (h8/171) 

No. of applications: 1
 
Total resources required: Afs. 7,556,000 ($1OO,000)
 
Total foreign parbicipation: V0'0M 

Lstimated total capacity: 40 uits/year
 
Total -nmployees : 31 Skilled: 7 Unskilled: 214

Total annual sales projected: Afs. 10,600,000 ($1hl,300)
Lx.,.ort' sales p; Nikl•jected: 

General Fabrication (46/o54, 46/060, 47/097, 47/119, 8/169) 

Uo0 of ampplications: 5 
Total resources required: Afs 0 72,021,000 (Y9117,500) 
To'tal foreign participation: Als0 50,000.,000 ($522,000), Iranian 
Estimated total capacity: 1,9O0 tons (plus)/year 
Tobal employees: 207 SMIlIed: 53 Unskilled: 154 
Total annual sales projected: Afs, '176,956,00 ($2,355,900)
Export sales projected: NOM
 

H[ousehold. Utensils (48/14) 

Wao0 of applications: 1 
Total resources required; Afts 20,5O,00 (1$273,000) 
Total foreign participation: Afso 20s500,000 ($273,000), Pakistani 
1stimted total capacity: 15 tons/day
 
Total .employees: 30 Skilled: 27 Unskilled: 3 
Total annual sales projected: Afs. 295,056,000 (3,932 200) 
Lxport sales projected: 201M 

Venetian Blinds (46/055) 

No. o. apolications. I 
Total resources required: Ats 0 9,OO,000 ($120,000)
 
Total foreign participation: NONE
 
Est-mated total capacity: 30,O0 12 /year
 

(cont.)
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Metal Fabricating (conto) 

Venetian Blinds (cant.) 

Total employees: 9 Skilled: 5 
Total annual sales projected: Als.
Export sales projected: NOM, 

Unskilled: 4
12,000,000 (160,000) 

Oil R-Grease (Lubricating) (47/082) 

No. of applications: 1 
Total resources re tired: Afs. 130,000,000 (41,733,300) 
Jotal foreign participation: Afs. 97,500.000 ($1,299,OC0), Pakistani 
Esbimted total capacity: 32 tons/8 hours 
Total employees: hi Siled: 21 Unskilled: 20 
Total annual sales projected. Afs. 2h9,450,000 ($3,326,000) 
Export salec projected: NONE 

Pha.i .nceeu.-.als(h7/o68, h7/LO) 

floo of applications: 2 
- Total resources required: Als. 1025157,000 ($1,361,500) 

Total foreign participation: Afs. 77,140,OCO ($1,032,000), German 
Lat,,yated total capacity: NA 
Total employees: '75 Skilled: 29 Unskilled: 46 
Total ainual sales projected: Afs . 83,175,000 ($13109,000)
Export sales projected: NONE 

Plastic Products (146/033, 46/o66, h8/153, h.,8/160, 49/187, 49/193, 
hq91h 4a9/199) 

NOofa applications: 8 
Total resources required: Afs 181.,812,400 ($2,1422;,00) 
Total-,foreign participation: Afs. 16,0227,OO ($213,000), British 
tstt'ztated total capacity: 23,000 kg. plastic/2h hours 

10,000 on.. ft. plastic Loam/year 
Total emploYees: 4i5 Skilled: 32 Unskilled: 383 
Total anaual sales projected* Als. 428,h75,000 ( 5,712.500)
Expor't s 'Iesprojec~ted. U':0-

Saeri I us cries
 

Co)a Sto-rage (meat & fruilt) (45/002, 45/012) 

!o, of applications: 2
 
'otal resources required: Afs. 5.129,200 ( 68,LO0)

eloal foreign parzticipation* NO0MUed total Capacity: o± mbs-l0O tons fruit/year60o.000
UClti 

Total employees: 50 Sld.lled: I Unskilled: b6 
Tot.l. annual zales projected: Afs h9, 0,000 (I:.66o0oO) 

TxrDoft sales projected: Afs. I,50O000 ($2O 000) 
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Service industries (cont.)
 

Elf_leaning (46/042, 47/0749 h7/093) 

No0 of applications: 3
 
Ttotal resources required: Afso 41sJ49A40o ($55o30o)
 
Total foreign participation: NONE
 
I:stjnated total capacity: 248,000 lbs4 /year
 
Total employees: 33 Skilled: 10 Unskilled: 23
 
Total annual sales projected: Afso 5;172,000 ($68,500) 
Export sales projected: NOE 

Ice Manufacturing (7/101, 47/-47) 

No0 of applications: 2
 
Total resources required: Afso 7,791,OG0 ($103 ,700)
 
Total foreign parbicipation: NO1E
 
Estin-tted total capacity: 8,000 tons/year


18 Unskilled': 24Total employees: h2 Skilled: 

Total anual sales projected: Afs 7,950,0o (Z06,O00)
 
t;cport, sales projected: 1N4
 

Prfulning (46/0312 46/Oh0, 48/1h1) 

Iio of applications: 3
 
Total resources required: AfSo 8,395,000 (%M12,000)
 
Total foreign participation: NON
 

144,000 reams/year
Tstit.lated total capacity: 

Total employees: 57 Skilled: 23 Unsdlled: 34
 
Total annual sales -projected: AlSo 17,855,000 ($238,200)
 
Export sales projected* NONE-


Well- flritrrg (18/176) 

I]0N,ot applications: I 
A±so5CoO00 ($6.750)Total resources required: 


Total foreign participation: NONE
 
hstimated total capacity: 10 1/day 
Total employees: 26 Skilled: 8 Unskilled: 18
 
Total a nual sales projeoted: Also 180,000 ($2L00)

Thzpoxt sales projected, NONE 

Soap & Detergents (1,6/030, 2!8/175) 

o o:? applications: 2 
Total resources required- Afs4 8L465Oo ($1428,200) 
Total foreign participation: Afs 600OO00 ($600,O00), Pakistani 
Esti ated total capacity: 5310 tons/year 
Total employees: 311 Skilled: 31 Unskilled: 280 
Total annual sales projected: AtSo 206,6252000 ($2,750,000)
 
Erpo-t sales projected: NODE
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Textiles
 

mit.tting (47/090, 47/102, 47/1-1) 

No. of applications: 3 
Total resources required: Afs 14,100,000 ($188,000) 
Total foreifn participation: N0WE 
Ls3ituiated total capacity: 13,200 doz. pr. socks - 104 000 jackets/year 
Total employees: 148 Skilled: 11 Unskilled: 1t 
Total annual sales projected: AfS. 37,095,000 ($L94;000) 
Export sales projected: 1101M 

Spining (49/197)" 

11o. of applications : I 
Total resources required: Afa, 185,350,500 ((2,471,300) 
Total foreign participation: Afso 92.675,250 (41,235,500), Pakistani 
Estiapted total capacity: 14,236 lbs. rayon yarn/2h1-hour day 
Total employees: 155 Skilled: 19 Unskilled: -L46 
Total armnul sales projected: Afs 124,475,000 ($l,659,700) 
Ew-port sales projected: NOBLE 

Thread- kdl0 ng (46/0 , 47/109; 48/161) 

No, of applications : 3 
Total resources requIred: Afso 34,996,000 ($465,o00) 
Total foreign participation: Afs. 7000,000 ($92;,000), Indian 
Lstimated total capacity: 1,200,000 kg0 /year 
Total employees: 558 Skilled: 31 Unsidlled: 527 
Total anual sales projected: Afs, 216,852,000 ('2,090,000) 
Expo.rt sales projected: 1101Y 

teaving (451/0014, 16/25, 46/O39, 46/040, L6/00j 06/062, 46/067, 47/077, 
47/078, 1,7/088, i 1/lo5, 7/106, 47/112,47/o95, 47/098 47/100, 
47/u6, 47/1173 47/118, 47/120, 47/121, 47/122., 47/123, 47/124
47/1-25 47/133, 47/134, 4-1 i35, 47/137, 07/!38p 08/143, 48/i].5) 

110. of applications: 32 
resorces rsquired: AfSo 1,553,734h200 (>19.726,800) 

Total foroign participation: Also 88,106,000 (i,235,600), Pakistani 
msc.ximated total capacity: 108,427,500 N/year 
Iotal e-mployees, 9,226 Slafled: 670 UjIskilled: 8 556 
Total anurla, sales projected: A-fSo 2s1 1l,689,000 ($32,106,300) 
Ixport sales projected- N02 

IToal 

-°I.pv 
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Tobacco
 

Cigarettes (48/173)
 

No. of applications: 1
Total resources required: Afs. 18,174,000 (242,rO0)
 
Total foreign participation: NON.
 
Estimated total capacity: 216 million/year

Total employees: 49 Skilled: 28 Unskilledz 21
 
Total amual sales projected: AfSo 271648,000 ($368,600)

Lzxport sales projected- O E
 

Wood Products 

Fz-rniture (48/177) 

No, of applications: 1
 
Total resources required: Afso 151OOOOY ($200.,000)
 
Total foreign participation: Afs. 150002000 (('200 000), Pakistani
 
Lstinated total capacity: 50 ci. ft 0 /year
 
Total enployees: 105 Skilled: 13 Unskilled- 92
Total anrual sales projected: Afs. 18,OtOO00 ((240,000)
Export sales rojected: Afs, 6,0OO00 ($80,000) 

Miscellaneous 

Alcohol e iine (45/007) 

o.o o2 app. ications: 1
 
Total resources reqUired: Als, 17G5OQO0OO ($234,Coo)

Total fnreign participation: Afs 17,50O,00 (, 23X,000), Italian
 
!-tinated total capacity: 120, CO0 Lo/iear

Total employees: 40 Siclled: 5 Unsidled: 35
 
rTotal annual sales projected: Afs 12,00000 (4:160;0nn)
 
EXocrt sales -projected: Afs, 12 00,GOO (f160 OCO)
 

Rose Essence (45/001) 

1 o, of applicatious: 

Total resources required, Afs. 6,000000 ( )80SOOO)
 
Total foreign participation: Afs, 3,OO0Q000 ('40,000), Italian
 
bstinated total capacity: 2.000 lbs, rose petals/18 hours 
Th bal employees: 165 Scilled: Unskilled: 160
 
Total annual sales projected: Also 15,000000 (t:20O0OO)
 
Export sales projected: Afs 15YO0QO0 (U200,00)
!>.. 0,0, OO0 $20080I 

1 
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Miscellaneous (cont.) 

Seeds - Certified (h9/191)-

Iloe of applications: 1 
Total resources required: Afs. 8,365,000OWii,500) 
Total foreign parbicipation. Afso 8,365,000 ($12-1,500), Canadian 

L.
 
Total employees: 85 Skilled: 4 Unskilled: 80
 
Total annual sales projected: Afs, 1Z.972,O0 (t172900)
 
Exporb sales projected: 1ONE
 

Istimated total capacity: 
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NTALIIS OF 107 FACTORIES 
(Pins 5 EXI>AI tir) 

IMOSM APPROVAL5 -&Fl 7hiiL OVER OlE-YEAR OLD 
AS OF 15 October 1970 

Attached are the lists of the 107 factories whose approvals were 
over one-year old as of October 15, 1970, divided into categories
according to their state of implementation. These lists have been
 
compiled on the basis of the best information available to us. It
should be noted that no report is required b3 an investor in regard to
implementa tion until one year has elapsed from the date of his approval 

Unt-il specific inquiry is made, our only indication of implementation
is the request for customs clearance documents on machinery, etc, as it 
arrives ia the country0 For this reason, the factories repcrteka L-Yr the 
heading '12o Information" represents exactly that, and it is be to be 
presumed that an untxan proportion of them will eventually implement their 
projects,
 

In general, it can be said that in view of the lack of any credit 
facility, the lack of the prepared .Industrial Park and the lack of any
other concrete assistance to the investors, our implementation rate is 
surprisingly high. 

A stmiar of the status of these 107 factories gives the following 
figures-

Open and Operating3nownto ,be under construction 
53 5W. 

and .uplementation 16 15% 1 67% 
Open for basiness but no-r -

closed 2 
Factories suspended for 

non-implementation
after one year 10 

Factories for 'which there 
is no information 26 21% 

Since it is relatively certain that some percentage of the "No 
Information" factories will in the end be implemented, we can say thatthe implementation rate is almost cet:0airny above 79 . Again. we wouldstress that in view of the lack of positive assistance to the investors, 

this -is a 'very high rate indeed. 

Another interesting feature o'C this review is the fact that only
two investments have gone out of busineas since they opened; both of these 
were small garages and repair shops, not factories0 
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Again , we call attention to the fact that these are factories who
have been approved for over one year0 This cut-off date corresponds to 
the regulations of the Investment Comaittee and. in addition, makes good 
sense practically due to delays in company form-ation, equipment ordering, 
equipnent delivery, 6tc. Factories approved more recently than one years 
therefore,.do not represent a valid sample. 

Attached are the summries of the 107 factories0 

Pre-oar.ed by- W- Briggqs 
Thomas HL Miner & As-3cciatess Inc,. 
Kabul., Afgh- istan 

Date:- October 22, 1970 

http:Pre-oar.ed
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FACTORIS OYI A M O-PtRTIV,!G2 


P"Iroject "
 
1,7-fl ber l.. P -c u c i o
 

Da jabatat Sherkat 	 Essencel. 16/001 	 &ose 

2. 4¢5/002 Rahimi 	 .-;est Cold Storage 
3.o 45/003 S. S. Saahti Kihwishn_ Rai sins
 

4 b5/05 Arian Casings Casings
 
5. 45/006 Saaed Industrial Co. 	 Casings 
6. 45/007 CLI-]D 	 Alcohol & wine
 
7.o 5/009 Da Pushtano Yawali S. S. aisins
 
8 45/010 Seaxioon Pa-isins
 
9. 45/O12 S. S. ?aahtun Kandahar 	 Fruit Cold Storage 

10. 	 L5/013 Desgah-e-i-alin Shoji Carpet ashing 
i 46/021 Centtury Re-Rolling tills _-Totals312. 46/023 Arghandab ku~mui; Go.: Ltd. 	 Raisins 

6/2 I3adi .-Teavsing Rayon textiles 
1ho.}46/031 Warasta Pr-ess Printing 

:!5. 46/Ohl41 Shuaa Press 	 Printing 
!6. h6/42 Todern Dry Cleaning Co. Dry Cleaning 
17i 46/043 1'em! -Saaed lurtaza. Nasawji Rayon textiles 
1& 116/04,h S. San Spinghar Tbread 
19 46/05' Chinchilla ParEr Furs 

203 46/05 -Saleh kietal Industries. Inc Metals
 
23 . 46/056 iai_ Fruit 	 Raisins 
22. 46/058 Pashtoon Food Raisins 
23, .6/060 :abul Felez Ietals 
21- 6/Gb2 Muhayya Textile Co. Rayon textiles 
29, 16/067 JUied Textile -Raycn textiles 
26 6/069 - Vats Fruit Co. ilaisins 
27. 47/07h Hakim Dry Cleaning 
28 ',7/077 Rasa-i Jalili;SaRA. R.yon textiles
29, 47/078 Am-_ Zada Nasa~rji Rayon. textiles 

0 47/079 Bagram Fruit Packing Co. Raisins 
31. 147/081 Abroad Tile Co. Cement tile 
32, 1-7/088 Mra, Textile Go, Textiles 
33.. 47/093 Favhad 	 Dry Cleaning
34., 47/097 Merzazadah (Ar,.ana Felez) 	 1.-etals 
35. i'7/098 Sh. az. Habib'llah & Balimark ndss Textiles 

6. 47/100 Bahdor aextile Co. 	 Rayon textiles
37b 47/I'S Afghan Garment 'o, 	 Tanning , Garment M4fg, 

1:1sa rjnnmfacturing 
390 47/110 Siddiq Iaboratjries Drugs 
O 47/111 Za.iri Kitting Co Knit goods
 
1 47/112 Raheemi Textile Mills ipyon textiles
 
42, 47/116 Osman Textile (1o Rayon textiles
 
IL , 7/l17 angarhar Tetle o 	 textiles 

38 47/109 m Co 	 Thread 

60°a77'on 

14. 0/118 Aifilnzada Texti*,e Mill 	 Rayon textiles 

-
b5o 17/121 .aqsudi Textil	 -yon textiles 
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Project 
Number Bam. Production 

46. 47/12S SIhabuddin Yasaumy Textiles 
47. 47/127 Pickle Saza Aqaha Casings 
48. 7/132 S. S. iinik Furs 
49. 47/lIEO S. S. Deri Barsok Casings
5Oo 8/153 •Faizy Plastics Industry Plastic products
 

510 47/113 S. Ltd. Pickle Sazi Aqcha Pickled skins * 
52. 47/126 Leather & Shoe Manufacturing Co. Shoes * 
53. h7/J41 Ilma Industrial Press Job printing * 

SOpen but not certifi-ed officially.r 
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FACORIES KI1OWN '010E U;LR 
CO USTRUCTION i) NI$ hdTATION 

Project
 
Dmber Name Production
 

1 b5/004 Balkh 'lextile Co Cotton textiles (Nazar) 
2. L6/030 Afghan Industries S. R. L. Soap

3. 26/oh8 S. Sanati Tel Kushi Edible oil (Herat)
 
h0 h6/068 Hoechst Afghanistan, Inc. Pharmaceuticals
 
5. 47/o75 Ahmadzada Container Co. Cartons, plastic bags 
6. 47/o95 Moh'd. Aman 8 Pamtullah Textile Co. Rayon textiles 
7. 47/102 Karami Knitting Co. Knitted goods
8- 47/105 Haji Abdul Mahbood & Haji Gulistan 

Textile Co. Rayon textiles 
9. 47/106 Azmudin Textile Co. Rayon textiles
 

10;- 47/120 Da Abdullah Ltd. asawji Fabrika Rayon textiles 
U1, b7/128 Da Abdullah Had Plastics & Rubber Fabrika 2lastics (now 48/1924)
12o 47/138 Allah 1hzar Dastookhail Textile Co. Rayon textiles 
13 148/147 Sufi Yakh Sazi Ice 
14o L8/151 Pashtoon Container Corp. Plastic bags
15, 48/152 Kabul Chemical Industries Caustic soda
 
16.. 48/156 Da Afghan Lebaanyat. Inc. ilk 
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FACTORIES, OPEN FOR }ESIMSS 
Ul .NO: CIEGWD 

Project 
Number flame Production 

10 
-

46/024 
4h6/052 

Adalat & Sons, 
Afredi Service 

Ltd.. Garage 
Garage 



I 
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FOR rjOiJrhT AIQ .2TTER 
024L YLAR 

Project 
Nlumber Name Production 

lo i,6/039 EspojhIaTw ilasawji Rayon textiles 
20 b6/OO Baraderan Gha-nav± flesauji Rayon textiles 
3. 07/122 S. Siddiq & Ghafour Samati Rayon textiles 
4o 47/323 Da Sadozal Katanjulawulu Fabrika Rayon textiles (Jalalabad) 
5,. 17/124 Padmi Textile !O1 Rayon textiles 
6. 47/133 Fabrika 1Basaji -azaUi Rayon textiles 
7. h7/134 Anatullah Textils Mill Rayon textiles
8. [7/135 Haji Guizada & lohdo Zia Textile 14.11 Rayon textiles 

9° 7(/137 Abdul Karim Noor Textile Mill' Rayon textiles 
)!/lb3 Sherkab Bahr Rayon tex les3(100 
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FA0'IO3VtS FOR UBICH! ThLRB. 

IS NO IffOal UlTIOI. 
AS TO rPENLLNTA'tIOU I 

Project
 
Number NTame Pr oduction
 

1 46/026 * S. Taz. Taya Mawad-e-Tamirati: Building materials 
2. 46/033 Haq ?lurad & 1odares Plastic 
3. 46/054 S S. Donaye Fele, Afghan Metal 
11. 46/057 Ghulai Hassan Fariadi & Broso Tanning & garments 
5. 46/063 Doost Hagen Battery Co,,Inco Auto batteries 

6. 46/064 Sho Taz, Naiz & fohd, Amin Marble 
7. 46/066 * S. S.o Taulid-i-Sanati Cbapoh Lastic 

u Plastic Bella Afghan Inc. Plastics
 
8 OW7/070Samiadzada Fruit Export Go. Raisins
 
9. 47/071 Hakimans Fruit Industry Raisins 
0, 1 i7/072 Da Kaduku Sakirwolu Mahdood Shirkat Bonemeal (I:andsaiar5 

1.: 47/090 Wahedi Sanati Knitted gocds 
12o 47/091 Tuloh Raisin Packing Co Raisins "(Carikar) 
13. 47/092 Nijrab Cheese Cooperation. Cheese47/094h Roshandel Balkhi Sanati asasetLdible Oil 

15. 47/096 * i-ohebbi Fruit Processors, Ine Dried Fruit 
16 47/099 Osman Sultana Packing Co. Raisins 
17. h7/l01 * lee Manufacturing Plant Ice (Jalalabad) 
1o 47/119 lmoan !etals & Motor Workshp Workshop (?hzar) 
190 47/129 S. S. I"awa-e-Tamlnrati Balkh Bricks (Kunduz) 
20. 47/130 S. S. Shirbaz assussa Tannery (Maimana) 
210 47/331 Karkh-ana Sanati Naqhizada Tiles (Herat) 
22, )48/3-48 Abdullah Jan Industries Pots & Pans 
23. 48/155 Uos Asi Sanati Aziki Biscuits & candy 
2L,. 48/199 Hashmaat Sausage Factory Sausage 
25. 48/160 Afghan Palast Co. Plastic 
26. 48/163 Sakhi Sanati Uoasasa Raisins 

* Probably abandoned 0 

S*'Being reorganized, 
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AIIALT, S OFFACTOR.DtS
 

0F~N lBj OF GOTOB R15 970
 

The attached schedule represents thc status oi t e 53 open 
factories as of flctobs 15, 1970 to ohs best of oar prscnb lmoledgeo 
This sobef-le does noc p rhbas to be zraly ac-rate in all r roecs 

hut, tibl bs t,;,ceptlio Or installed oroa.zei,vcaral
he best educated guesses of those coscerned i th Lhe c,,or, For
 
Sh reason, conclusions of Loo diefinite a aatere bol-a not be. dven,
 

naL it should always be kept in m;id that these are best ein,,
 

to inst ll.ed pzodvo'ove capacity, he 
been Thpscbed sod represents the subjecb of the Tplemeenttion 
CerLificac issuaed officially by the Secreartat of the Thve6satm-
Colxiies, For hhis rcason the coltums entiblcd "Presc ct 2oeuctre 
Capasty" s s-all as 'BEsbizated Presenb Sales PotenL' "s!mated 

In regard 	 ho lhis has 

-,d 

en oo Po sae probably ecotiate to a r, 1J. degree,]'enle 	 o 

To sosma7rze the fandings of his peort, a list oP the rapor
aea woints follos: 

1ieu jobs so fer created 

:PIort Plroduct Potential lsthalled 	 Afso 65b:315,000 
($ 8,632,000) 

total lstlibed Sales Potential of 
Prodt cive Capeithy Installed 
(inc3uding cuport) Afs.. 262,421,000 

(If. l16 9,3200) 

Tojal Resources Including Torking 
Capital Etimatod to be 
hmuLced as o2 Octobev 15, 1970 Afs. S79, 50000 

($ 71648,300)
 

La onnccn ho the sbove, it is interesting to cote that the 

o,1,t s lnsLIle! capcity is 69 6& of the total caecity lasted asn
 
Clorestmvu:t PCplicrtios. Those pcLorjcs hich are n c - to
 
" ,tivTed condo ty are c iially aeiang add3jblon l muchinry,
 

sole thi5 	 der.,O saie 6 shiS process y h lack of
 
laodl liti h
ilrtls. 

On the foll,'ing pages a detailed uraivsis of all the openJocn
ies. .ouped by cat gories of productiona ca be o-uqd, 
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Appendly 7 
ANALYSIS OF APPROVED FOREIGN INVESTMENTS 

Total Resources As At 5th 
Project 

No Category 
Year Projection 
AfR Dollars 

Foreign Participation 
Afs Dollars 

Foreign 
and Count, 

Estimated Productivity 
5th Year 

Employees 
Skilled Unskilled 

Sales Potential 
Afs Dollars 

Export Sales 
Afs Dollars 

Animal Products 480 000 P, hoe 

47,126 (1) Leather Tanning & 
Shoe Manufacture 

Auditing 
147,696,000 1,9o9,300 72,371,000 964,320 Swiss - 49% 

300,000 ft
2 leather 

30,000 wool skis 
750,000 pickled sklan 

80 873 222,900,000 2,838,700 70,500,000 940,000 

48/180 (2) Auditing 1,550,000 21,000 1,550,000 21,000 Brit. - 100% N.A. 18 3 4,000,000 53,000 ...... 

Automotive 

46/063 (22) Battery Manufacture 39,000,000 $20,000 13,000,000 140,000 Germ, - 33-1/3' 150 units,/ hours 9 42 75,000,000 1,000,000 ...... 

Building Materials 

49/181 (3) 
46/021 (4) 
47/081 (5) 

Reinforced Cement Products 
Structural Iron 
Ties., Cement & Glazed 

2,246,000 
11,500,000 

1,000,000 

30,000 
152,000 
13,000 

2,246,000 
11,500,000 

1,000,000 

30,000 
152,000 

13,000 

Pak. 
Pak. 
Pak. 

- 100% 
- 100% 
- 100% 

N A. 
2,000 T./yr. 
19,250 in/yr 

10 
8 
2 

54 
35 
18 

3,700,000 
20,100,000 
2,400,000 

49,300 
270,000 

32,000 

--
...... 
...... 

Food Processing 

48/156 (6) Milk 24,248,000 323,000 12,476,000 161,500 U.S. - 50% 7,500 qts./8 hours 10 7 3,875,000 517,300 ...... 

Metal F.hrcatio 

3 
46/054 (7) 
48/148 (8) 

General 
Household Utensils 

Oil and Grease (Lubricating) 

40,000,000 
20,500,000 

522,000 
273,000 

40,000,000 
20,500,000 

522,000 
273,000 

Iran - 100% 
Pak. - 100% 

1,500 T./yr 
15 T /day 

20 
27 

71 
3 

109,00O,O00 
75,400,000 

1,450,000 
1,005,000 

...... 

...... 

47/082 (9) Oil and Grease 130,000,000 1,733,300 97,500,000 1,299,000 Pak. - 75% 32 T./2 hours 21 20 249,45OO00 3,326,000 ---

Pharmaceuticals 

47,068 (10) Under expansion 96,800,000 1,290,000 77,440,000 1,032,000 Germ. - 80% N.A. 25 34 68,175,000 909,000 ...... 

Plastic Products 

46/033 (11) 
46/066 (12) 
49/187 (13) 

Being reorganized 
47,000,000 
40,000,000 
16,027,000 

627,000 
533,000 
213,000 

15,666,000 
40,000,000 
16,027,000 

209,000 
533,000 
213,000 

Iran - 33% 
Iran - 100% 
Brit. - 100% 

6,000 lkg/24 hours 
8,200 kg/24 hours 
100,000 ft

3
/yr - foam 

3 
7 
8 

146 
101 
39 

'72,855,000 
61,200,000 
70,660,000 

971,000 
816,000 
942,100 

--
...... 
--

Soap andDetergents 

46/030 k14) 75,000,000 1,000,000 45,000,000 600,000 Pak. - 60% 4,500 T./yr. 30 272 176,625,000 2,350,000 ...... 

Textiles 

49/197 (15) 
46/044 (16) 
46/067 (17) 

Spinning 
Thread Winding 
Weaving 

185,350,500 
7,000,000 

88,100,000 

2,471,300 
92,000 

1,175,000 

92,675,250 
7,000,000 

88,100,000 

1,235,600 
92,000 

1,175,000 

Pak. -50% 
Indian - 100% 
Pak. - 100% 

14,236 Ibs./24hours 
100,000 kg/yr 
7,245,000 r/yr 

19 
11 
29 

146 
95 

456 

1?4,475,000 
)16,376,000 

177,502,000 

1,659,700 
218,000 

2,367,000 

...... 
--
...... 

Wood Products 

48/177 (18) Furniture 15,000,000 200,000 15,000,000 200,000 Pak - 100% 50 ft3/yr 13 92 p18,000,000 240,000 6,00,0001 80,000 

Miscellaneous 

45/007 (19 
45/001 (20) 
49/191 (21) 

Alcohol and Wine 
Rose Essence 
Seeds, Certified 

17,500,000 
6,000,000 
8,365,000 

234,000 
80,000 

111,500 

17,500,000 
3,000,000 
8,365,000 

234,000 
40,000 

111,500 

Ital. - 100% 
It.l. - 50% 
Canada - 100% 

120,000 hers/yr 
N.A. 
N A. 

5 
5 
4 

35 
160 

81 

12,000,000 
15,000,000 
112,972,000 

160,000 
200,000 
172,900 

12,000,000 
15,000,000 
7,000,000 

160,000 
200,000 
92,000 

GRAND TOTALS 1,019,888,500 13,425,400 697,956f300 9,250,000 364 2,511 1,591,665,000 21,546,900 110,500,000 1,472,000 
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ANALYSIS OF FOREIGN INVESTMENT BY COUNTRIES 

5th Year Res. 
Afs. $ Afs. 

Foreign 
$ % 

Exports 
Total Potential 

Employees $ 

CANADA 

49/191 Seeds, Certified 8,365,000 111,500 8,365,000 111,500 100 85 92,000 

GERMANY 

47/068 

46/063 

Pharmaceutical (under expansion) 

Automotive Batteries 

96,800,000 

39,000,000 

(135,800,000 

1,290,000 

520,000 

1,810,000 

77,440,000 

13,000,000 

90,440,000 

1,032,000 80 59 

140,000 331/3- 51 

1,172,000 Av 56.6 110 

-

-

-

46/044 

INDIA 

Thread Winding .7,000,000 92,000 7,000,000 92,000 100 106 -

46/054 

46/033 

46/066 

IRAN 

General Metal Fab. 

Plastic Products 

Plastic Products (being reorganized) 

40,000,000 

47,000,000 

40,000,000 

(127,000,000 

522,000 

627,000 

533,000 

1,682,000 

40,000,000 

15,666,000 

40,000,000 

95,666,000 

522,000 100 

209,000 331/3 

533,000 100 

1,264,000 Av 77.7 

91 

149 

108 

348 

-

-

-

-

45/007 

45/001 

ITALY 

Alcohol and Wine 

Rose Essence 

17,500,000 

6,000,000 

23,500,000 

234,000 

80,000 

314,000 

17,500,000 

3,000,000 

20,500,000 

234,000 100 

40,000 50 

274,000 Av 75 

40 

165 

205 

160,000 

200,000 

360,000) 

a -
(0 -c 

0 S: 

w 
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APPENDIX 9 

GEOGRAPHIC DISTRIBUTION 

As can be seen by the accompanying map and chart, only 10 factories 

out of 53 (19%) are in operation outside of Kabul. The situation is almost identi

cal with regard to approved applications- 28 out of 133 (21%). 

The principal reason for this low proportion of provincial factories is 

not lack of interest, but lack of facilities. At the moment, investors from pro

vincial areas are coming to Kabul to open their plants. This is true in regard to 
people from Kandahar, Aqcha, and Herat. 

There are at present only two small areas suitable for building private 

industry in Afghanistan: the Jalalabad suburbs and the Pul-i-Charkhi area of 

Kabul. In addition, the string of "company towns" of Pul-i-Khumri, Baghlan, 

and Kunduz (shown on the map) have the requisite facilities, but since they 

exist only by virtue of their large government or semi-government industries, 

they neither generate nor attract private investment. 

It is expected that both Kandahar and Mazar-i-Sharif will have a full 

range of facilities in the near future: roads, water, power. It is hoped that 

Herat will follow. When this happens, these low proportions for the provimces 

will change dramatically by themselves. Until this happens, we must depend 

largely on our Industrial Park in Kabul as described in the attached Report. 
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APPENDIX 10 

SUMMARY OF RESULTS OF ORIGINAL FEASIBILITY STUDIES 

Original Project Targets and Objectives 

Preliminary investigation by the MINER team leader confirmed that the 

selected commodity areas could contribute to hard currency savings or earnings. 

Based on this investigation, the following short-term targets were assigned to each 

project with the assumption that such targets could be realized if subsequent studies 

proved each area to be commercially feasible and if each were properly and 

promptly implemented. 

Casings. Increase dollar revenue by 25% or $250,000 per year. 

Hides and Skins. Increase revenue by 20% or $200,000 per year.
 

Corrugated Containers. Save $100,000 per year.
 

Cigarettes. Save $100,000 per year.
 

S-Based on these preliminary data, both the Ministry of Commerce and 

USAID Afghanistan agreed to the following study priority: (1) Hides and Skins, 

(2) Casings, (3) Corrugated Containers, and (4) Cigarettes. 

Original Project Results 

The operation of the feasibility studies naturally divided itself into two 

phases: Phase I being the actual conduct of the studies and Phase II being the 

efforts to implement favorable studies. 

Phase IResults 

During the period June 1964 to June 1965, project effort was concen

trated on these four study fields. In addition, a study of tourism was approved 

in November 1964 as a feasibility area to replace edible oils. Then, too, because 

of its relation to the hides and skins feasibility study, the contract team undertook 

an independent study of the Afghan karakul industry. 
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Essential results of these studies can be summarized as follows: 

A. Casings. The country could earn a minimum of $250,000 to a maximum 

of $1,000,000 more per year if appropriate measures were taken to improve slaughter

ing, collection, processing and marketing practices. The industry represented an 

attractive private investment opportunity. 

B. Hides and Skins. The country could earn an average of from $1 per skin
 

more if exports were pickled, to $3 per skin more if exports were converted into
 

tanned, semi-finished to finished jackets, coats, and novelties. Total industry earn

ings could thereby be -increased from a minimum of $250,000 to a maximum of 

$750,000 over current revenues. The industry represented an attractive private 

investment opportunity provided assurance could be given to proper quality and 

quantity skin input, efficient operating conditions, and proper marketing practices. 

C. Corrugated Containers. Annual demand for corrugated sheet was found 

to be about 110 tons, whereas the break-even point on the most economical sheet 
plant was determined to be 330 tons. The industry was thereby determined to be 

economically unfeasible until corrugated demand increased. 

D. Cigarette Manufacturing. Net effective cost savings were estimated from 

$100,000 to $500,000, depending on manufacturing volume. The industry- was 

an attractive investment, providing market demand exceeded 400,000,000 pieces 

per year and RGA supported effective tax and anti-smuggling policies. 

E. Tourism. Under various assumptions regarding length of stay, volume, 

and daily expenditures during the next five-year period, tourism revenue could 

increase from the 1965 level of $906,000 to a minimum of $2,600,000or a maxi

mum of $13,100,000. The major private investment opportunities were a new hotel 

in Kabul and additional tourist service facilities. 
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F. Karakul. The industry could earn $1 to $2 per skin more, assuming more 

effective breeding and collection, airing, sorting, grading, and marketing practices 

were adopted. Thus, the total export gain could be increased a minimum of $1,500,000 

to $3,000,000per year over the then current receipts. (See Part II of this report.)' 

Upon completion of the above studies and under FY 65 funding, the contract 

team was assigned two other study fields: Rugs and Carpets and Medicinal Herbs. 

G. Rugs and Carpets. Market demand indicated volume could be increased 

15% a year to a level of 1,100,000 to 1,500,000 square meters. Square meter price 

could be increased from $15 to $27 if production were concentrated on medium and 

fine grades. Thus, over a five-year period, assuming recommended improvements 

were implemented, export receipts could increase from the then $6,000,000 to 

$8,000,000 to a minimum of $14,000,000 and a maximum of $27,000,000. 

H. Medicinal Herbs. Afghanistan's full development of the very large world-wide 

market for its many spices and herbs was being inhibited by the following factors: 

(1) Non-systematic cultivation. 

(2) The habit of shipping the products ungraded and uncleaned to 

India and Pakistan. 

(3) No concentration on those products offering the best economic 

advantage. 

Correcting the above conditions, inclusive of minimum sized sorting and 

grading plants, could increase the export returns by perhaps $1,237,000 annually. 



APPENDIX 11 

THE INVESTMENT CLIMATE 

OF AFGHANISTAN 

Howard Nyberg 

27 January 1966 



Appendix 1I IvTWJDUGTIUN Page 1 of 28 

The economy of Afghanistan, at present ,is based largely on 
relatively simple ;o.nnmercial transactions. Export eammodities are sold 
mainly in raw mater-al form Imports, on the other hand, enter most often 
as finished products. Then too.9 indigenous commodities sold domestically 
show litle conversion into more advanced, packaged products Accordinglys 
if the Afghan economy is to grow added value must be gained from-the 
commodities and products currently sold or purchased. 

One iyay of gaining this needed added value is through industrial 
proaeisings assembling and manfacturing 'hab is, nonverting essentially raw 
materials into more finished products on the export side and substituting 
doestically processed and made products for finished imports. Both Afghan
zfficials and foreign advisors equally recognize this industrialzation need0 
However to date. the requisites necessary to support industrializationg on a 
Emall or large scale, have been defined and enacted largely from a national 
govenmiretal point of view.0 Stress has thus been placed on basic Infrastrcbure. 
meanpct7er deveiopenetb loan and cred.t institutions and general fiscalpolttS c-l 
stabilitjy Each of these -Is vi.taLly tnportant and perhaps completely important 
if the Afghan government alone were to be responsble for industrial develoheift 0 
As a national pclicy. houever5 the Afghan government has stated that industri.al 
development should be a responsibility shared with the priviate sector. TMis 
latter policy :it must be contended. has not been fully recognized in the 
anrostrialization requisites planned or undertaken to date, 

To attract and encouirage the use 6f private capital, beyond having 
viable investment opportunities , at least two other 3industrialization requisites 
nust be present in Afghanistan. 

First The nation u,- rtect private iivestiont with the securit', 
3im]a ,..t-;hrouj-h administration of such law with certart I-and eqIgtbon the 

.Second: Ir law, the nato. must provide those incentives which 
u-411 ;atraat ivzte inv-est-ment .both doestic and foreign and the 
-,A1-.r_ ati e m-,anJ~s t hruh which bhese i.ncentives canbe romoted and 

I 

?:1fl4 feotively0 

Admittedlry Afghonistan has not enjoyed a high incident of private 
intestment0 rerhaps to many, this is because the economic apportvlitles 
appeazr "u's<,d.0 Yet a more basic argument can be advanced which questions 
hether Afghaifistan really wants to attract private capitalp whether sufficient 
se.,rit' is offered to private capital and whether the ince-ntives offered 
,ake t-e investment of private cap-tal ompetitively attractive, In short,.
-,_e Question can be raised as to hether Afghanistan really has the basic 

foundation of a 'good" pri-vate investLment climate0 

This repert provides a brief, and thereby general. analysis of these 
•c-rsnt.one,..- " questions. Srecifically, the report first covers the basic 
investment laws of fMghan staq do these offer security and encouragement to 
ornate investment0 ext considered is the administration cf the investment 

http:industri.al
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3aus-; are they carriedout consiitently.'to the true:benefit of private. 
investors0 . Finally, the report concludes with certin recorrmended 
imp-rOvements through which Afghanist.an can'realize a 
investment climate. 

more favorable private
 

I
 

I
 
I
 
I
 
I
 
I
 
I
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TQ THE IIVZSTANT OF PRIVAITE CAPITAL 

IN AFGHANISTD 

Since 19l Afghanistan has passed a series of lawss, codes and 
regulations which are intended to direct, govern and encourage -the investrent 
of private capital in industrial projects. These legal actions have not 

bcen-odfled into a single docunent nor has their administration been assigned 
to a spoeifin inistry or Agency of gover-nmant0 Furthers certain of theI 
 earlier laws. codes and regulations though superceded by- later actions, have,
in fact not been so cancelled. Recognizing these problems and for the sake 
of objectivity, this section presents first a abstract of the text of tbe 
major laws ;ffecting inveatment followed by an integration and analysis of 
theSe laws. 

This digests and the discussion which follows, is restricted to 
only investaient laws. In "the actual conduct of business transactions other 
lawzs do caee into play0 The most importan. of those include the Comerial 
Ccdeq Revenue iatn and Shariat Laws (Koran based laws operating In all areas 
where statutary law is absent or does not apply)0 

() AFGILN ONSTiTjjTYON 

(No te Fitvate l nvestgent2 though not specifically so treated is. 
prestmed san,!tioned by the inhereut r3ght of the Afghan 
citizer, to mmf0 use and dLspose of private property Bas.c.,
thersforeo to any statutes peartaIning to -pri ate, investment 
1 this constitutional ri4ght rif Afghans mronce mng the priv7ate 

qi-si4 on and employment of prperty for their own account 
Therefo, under the revised Constitution of Afghan.istan. 
adopted in October 196 4,0 several key articles deal specifically 
with property, Its nse and cbllgations in business These 
articleo are quoted herein exactly as they appear an the 
Constituticl official English version.) 

9 


'ns 

Art5Fe2 frpert i_nilbe 

Ho one's property can be confiscated except in accordance with the 
...o. is.,oxts of the lawu ad the decision of a competent cour"to 

Expropiatlon is allowed only for seeuring public interests against 
S,.o'dvasce equitable t-ou,-penation in accordance -nth the provisions of the 

No one shall be prohibited from acquiring property and exercising 
the right of otrar#shp if the s.y2e0 within the limitations of the law0 The 
w'aY6 of utiI-sing property shall be regulated and guided by the lar, for 

m..... o ,.the pii 1 interest 
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Foreign states and nationals are not entitled to omnrnimovable 
property in Afghanistan, Subject to the aporova-l of the -Governmet
 

Immovable property may be sod to the dipluatic iissiona of foreign sbabes
 
on a reciprocal basis and also to those inernatiohal organizations of
 
which the State of Afghanistan is a mnmber 0 (Wcte; Apparent conflic
paragraph 3-4) 

Article 33: Anyone who; without due causes suffers damage from
 
the Administration is entitled to compensation and may file a suit in court
 
for its recove17
 

Article 37: Work is the right and precept of eve-jT Afghan who has
 
the capacity to do It 0
 

The main purpose of laws designed to systematize labor is to reach
 
a stage where the rights and interests of all categories of laborers are 
prote-ted, suitable conditions of work are provided and the relations between
 
the workers and employers are organized on a just and progressive basis. 

The citizens of Afghanistan are admitted to the service of the 
Suite on the basis of their qualifications and in accordance with the provisions 
of the law, 

Forced labor for the benefit of the SLae :ts not permissable0 The
pro-.hibiton of forced labor shall riot be so construed as to affect theLipm~. :enation of the laws governing tbe organization of collective work for 
the pubic interest 

Article 38. Every Afghan is bound to pay tax and duty to the
3tae, No duty ir t",ax of any kind shall be levied without the provisions of 
...e... T l rate of tax and duty as well the rtethod of pa3yment shall behe as 

.etenr::ed by lae w7ith -onsderationfor sc!tial justk.ce The provisions of 
th-, Attcle a,-c applicable to foreign persons as well0 

(2) CODE FOR THE ENCOUPAMENT 

OF INDUSTRIES 1 AGHANISTAN 

(?e"Tte 	 This staitute was originally enacted in 19ki and as such it
 
probably represents AfghaDistanls first so-called investment
 
lmjw in 19450 the code was reviewed ard amended into the
 
present 	"Code for the Encouragement of Industries in Afghanistan".
Though resented by later lawp the 194? code -is actually still 
in iefIec, :),d coas tiutes toctayi what is popularly known as "The 
Y,"W- st y oif Mines and Industry's Investment Law". Recently,,
hczever 2 interest bus been eapr.ssed to rescen this lawo No 
ncto has been taken to date in t!Vs respect 0 ) 

1o All.".atic The code 	 to xanual or methanical' appliet. cz,:lasively 
... dusb ien meeting respectively a mnin fl manDcwer or horse power requirement. 

I
 

I
 

I
 

I
 

I
 

-, Provisio To enconrage investment in manual or nechanical 

!I 
I 
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anterp-cises, the code pro-vides 'hat investors will enjoy these privileges: 

a. 	 Duty free import of foreign ejipmenbr machiner-y and mate r-oals 

be 	 General s o in ae-quiring bk finamingo 

0. 	 Assurzances of gover-mental pur-hases cr products ass-nd.rg 

copetittveness in quality and price. 

do 	 Goveriunental assistance in setring 1echnical advice, 

e 	 Govenyrsental action to protect dcaestit products against 
foreign importso 

fo 	 Governmental assistance in promoting Afgha-n made product's 
abroad. 

3 Administration: The code spacifies that its administration 1:.11 
be hand*fed by the f t cf National Ec.nomy0 (Note. This -Mini sry was 

ubsequently separated -to..... ines and Industries aridthe stries of 
Comerce0 ' After this separation the code wzs assigned to MI'nies and industry 
where It cemr.amrs In effect, thus setting somewhat of a precedent thatt..his 
d.ristry f s resoonsib.a for the nation"s .industrial develonent0 ) 

Ie Obli.ations Under the Code: Those receiving a penrit to start a 
ianuaJ. or industril eniterris- under the code are obligatedq by proxvisions, 
to the Ministy of National Eoononiq (Mines and I-ndustIy) for the proper
e.xercise Of duty free privileges0 

Ujaes Uder the Code: Violations of this code fall into twnro 

.. tgors- Failure to start t--he business witlfn two years and abuse of 

duty free p_,4vclegeS0 Such -tiolations will be penarized by Mints..c.y of 
Zational Economy (Mines and tndstry) through irancellation of duty Cre 
pr5v l-age- anad withdrawal *f all other concessions granted. 

(3) RUIJLS AND RIWULKTIONS 

GOVIiiNING T~llt INVESTMIENT OF FOReIGN 

CAPITAL iN AFGHANISTAN 

ANNEL 2 

(l.'ct. 	 Tihe i 3sstrial rode of 1949 makes no speoifif, reference to
 
invest.en by foreign nat onals in Afghanistan. Hlence, In
 
1954 the following :ceglatiovns were enacted to guide the
 
applicatio"nn of foireignThe majo)r provisionsand to encourage
apiWL~a 	 its invastientAj fghailsta. 0 cf the,-e reegi-lations 

incluade . ) 

t. All in-estuents by £',zeig1 firms or individuals -ust be approved 
by the Royal Afghan Gov.ernment 0 

http:invest.en
http:ass-nd.rg
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20 ForeIgn investments should be limited to the fields of industry,
 
rinlngk public works, agriculture and transportation.
 

0 F6reign oapital can be defined zs money or in kind. 

No d "scrininatinwgill be made betweern foreign and Afghan capital0 

5 The foreign inestor is privileged to transfer after payment of 
Afghan taxes all aud:%ted profitss converted into the currency of the Inwestoros 
-0mnry, at the official rate of exchange0 

6. After distolution or sale; the proportionate foreign investment
 
interest can be freely tr&-sferred abroado
 

7.. Enterprises established by foreign capital are allocwed to aEqutire
 
hmnzvable property in its name.
 

8o Foreign emplo;yees of companies in which foreign capital has been
 
invesbed mnay trarsfer 10% of their sa]aries abroad at the official exchange
 

9. To qualfy under this regulation the foreign investor must firstiieek approval ol a, inmestment ccmW--ttee headed by the -t-nlster of Hatiomi 

EconcTry and itvnluding the President of Da Afgbnnistan Bank and the Ministries
 
Finance an, Mines, Hoever 9 the Council of Ministers must grant final
 

2' poa. oer all foreign investments seeking qualification under this
 

(h) LAW ENCOURAGIG TIM, TVE$15 NNT 

OF PRIVATE FOflZIC-N CAPIT.hL IN AFG1lL/NIS' iN 

ANNEX 3 

(N e: -TheJ,951 regulations pertain ng to foreign :nvesb.,ent we:re -m.onded 
by this lar enacted in 1958. This latter law of 1978 exliktly 
ct:nels all p'revious laws which are "contrary to ox co-nflit with 
this law"0 F-rthenmnre, the administration of the lw has been
spaciK-m.lly assigned to the Mirnstry of Commerceo Major
considerations of this law include the following:) 

l- The lat, spesalfically .ines as money, goodsdef prt!vate foreign capital 
11- 1ega! rights hav - g a prilvate oemership0 Exemrpt from privileges of the .r is pr-su-.ed ledn capital from government sources and capital imported for 
tne -Zmpp'rt of no.:-r,esidenot living expenses6 

2o The law extends pr-ileged LTvestments to includa all industrial 
is-cds defIned under the egulation of 195<4, p3is the fields of' cornu.icationsb 
rt-er 6evelopmient 2 tourism and "any other fields considered to be of high
r':ational interest,,' -floever, special prioritz be -Wen to investments 
:tn field-s romising an increase in forei gn exchange earnipgs or savings. 

.3., No dismrimination will be made betwreen Aghan and foreign capital 

, "'taxessnd duties0 Howeer3 enterprises fonned with foreign capital will 

http:pr-su-.ed
http:CAPIT.hL
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pecial privilegeso 

ao Exemption from corporate income taxes, for a period of three 
years from the ccrmme.nceent of productiong not to exceed 15% 
per annhm of the registered capitalo

be 	 Exemption of import duties for three years. 

a.. 	 Shareholders or owners will be exempt from .i-ncoxe taxes for 
three years after production has -obmenced0 

d0 	 Govurnment land will be made available under favorable icng 
ten leases. 

Wc 0 	 Products of enterprises under this law will enjoy "moderate"
tartff protection0 

f. 	 Porefgn equity capital can be -epatriated after fixe years 
from the date of Investment on the basis of one fifth invested 
capital vepatriated per year0 

f Unde he Inlaw, foreign investors requesting qualification unde the 
±wa wi-1- first subvit their proposals to the Investment Ccmmittee of the 
Ministry of Cemmerceo 

(5) LIOENSING REGU ATIONS FOR 

PRIVATE FOtC.IGN T UDERS AND FIU%'S 

IN AFGMIINISTAS4 

ANEX 4~ 

No4e In,196t. Afghanistn passed a regulation affecting private foreign 
natlonals engaged in doestic "trade"0 Uquestionabl,7 these 

regulations affect foreign itoimwerce in the country. However the 
r sgalation does not precisely define a "foreign trader", nor does 
it equally diat-ngidsh between a "Foreign trader" and a "Foreigr 
investor', Though the regulation does not make this distincti.on 
it has been "verballystated by the Ministries concerned thatinvestments qpaalified under t.1he Foreign Tnvestment Lau are exemp. 
from the -rvegulations Cf this foleigner trader anot0 ) inr , 

1, Thze ieguletions distinguish between two types of foreign traders. 
are those ho txrade for their ri.,nmType A ..- account and Type B a're those who 

ork in 
-

exchange coLssio, brokerag3 fees or other fees from foreign 

2 - Those traders operatirg as indirviduals who wish to obtain llense A 
mustk sum.'t an app--opriately cetified n:y;,l1tcation to the Aini-st, of Ccnvenqes 
s.at.ng that. they have been 3.n business and not been a judjyentdeor for the 

It ,dbovfx 	 h
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pasL three years, These indtvirjual .raders must also furnish a bank statement 
-o'Cnaerning their finano.ial arzoi rir roeial tand.ng over the last thsee years 
and make a Wyaaister of -apital i P-- &noirbt oC $10%OOO. 

3o in order for branihes of firms to qualify for TIpa A licenses the 
fins mSt frnsh financ-ial and other inforation concerning the parent 

,ompairrand transfe,- operating capital of $30,000 to the branch's account at 
the Da Afghanistan Bank as well as guaranteeing the branc s transactions. 

o Type A taders having a -monopoly or quasi moncpoly status as 
detertnsed by the tijnisbry of Conmsreet will have matim selling prices of 
uch goods and pr-e lists establised by the Xiinistry of Oamerce0 Penalties 
ntil be provided for those who are guilty of conce-Onent deviation or fraud 
'in ;onnecton with the established export prices ard sales arrangements. 

5$ TAense A and B traders are only permitted to import those iteinsproduced ±n their own country. 

6 in order to obtain a type B liense, an application containing 
~eertai i.nfczrmati.on including televant agency Contracts. must be subitted 
to the Min-jst-yr of bmnerce -

Holders of Type B licenses are eonsidered cmmission or fee agents 
and musll xetord the feer cowissor for each traraaction and pay annual 
-texea accordng to the i..nce tax law of AfghaniSstan on their income If 
tees are ntt recorded, .ax liability will be determined by gross turanoerI 
I there is 2onceal-ent . the brokerage fee or fraud, the aomneraial acztiAties 
of the 7Tpa B -i2cense i.Till be teininated aad he will be subject to .punisbrent 
by the coux.tso 

8:, Type B ILenses a,- required annually to eonvert into afghanis at 
l',ot O of their net annual income at the official bank rate. 

9. Type B 3licenses mst fuvrnish bank guarantee of at least $30OGOO
 
Tprovide se¢,,rity for fulfillent of taxs and other liabilitie0I
 

10,. Trt.ders may held Type A and B :LtcUenses coneurrentlyo The fo.lowing 
t ' -.sS apply to both 1ty-pes of lcenses2

a0 ?Taes niust be paid accordngc to the la-s and requisitions of
ha 0iveiment. -

b. 	 Cri-e,,ral accounts and books ie to be kept in accordance with 
the aoimne-.ial tode and one int the official languages of 
Afgha f stano 

a, E.--rna3 cnet-ca3. transa.-tions are to be exec-uted through 
athori zed Afghdn banks0 

d. 	Various viosa tire lanitations are impcsed en foreign traders " 
and their fami~lies 

e0 	 Foxreign-- traders are required to personally be present in Kdbul 
to "-nd-unt their business transactions. Their departure from 
Afghanistan is subject to approval by the Ministry of Cmereo 

f. 	Traders, their families and employees are required to observe 
all the laws and regulations of Afghanistan0 

I
 

I
 

I
 

I
 

3
 

I
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(Note: 	 As sta'ted previously. laws, iules and regulations pe rtainingto 
investnent in Afghanistan are scattered among several documents. 
Apparently also3 the responsibility for admin.stering these 
doc-,xents is equally scattered among vari.ous Afghan Ministrieso. 
The intent of the szm.mray is 1o provide a ccmpendium of these 
investm nt statutes in a single statamento Smmarczing a series 
of laws into a single statement is admittLedly dapngerous. Though 
eare has been exercised the possibility of errorstill remains.) 

Under the Constitution the rlgbts and pri,-avy of one s :roperty 
cannot be violated by the State without pror court decision Property 
e-annot be confiscated by the State except-by Court action0 Expropriation,
with equi-table compensation,, is allowed by Court actlont but only in the name 
of public interest0 Foreign States and nationals cannot own9 in their oiM 
nrmef rimovable property Though not qualified Immovable property would.normnally include land, improvements af land, buildings and probably any equip
ment aid maehinery consldered a permanent part of a building 

2. ,Seurity cf Investment 

The law provides that no di scrirination will be made between Afghan 
aind foreign capital, P~ovlvionD of the law offer gunaxantics againgt cor=
fis &tiec expropriation and natiomsflzation of property end tmprvem,.ents 

Repatriation oprfits sgaranteed, S..n the currency of the investor 
ct the teffi!Nal xate of exahange9 tc a maximmn of 15% of the registered 
apit.L Reptriation of total Investment can be .egotitated under a sell

back @ou'tra to The law9 hoever, does not offer protection against any
~o.zv~aZ~lai~cr inflation of curranoT.e 

3,, 

The law c:learly states that a foreign national cannot owdn realInroperty In ighanstano However the law is unclear about corporate owner
t np the a foirporation havingard the 	disposition of assets oi.ed in rame of
'o:egn rtic-ipabion0 Though unclear, quite probably foreign investment
 

l be113m to nmaim, cf 49% equity In a limited liability
jiited. a 	 company and 
c. .... oi-ion 0 Sell!bsck contracts can also be negotiated through which an 
i.t-al Q owrership con be acqu.xed, though such o.mership must be reduced 
tO - Y,aanrij of &9%In probably a maxmniin of 10- years0 

The lam- allous a bxineas to be organized as a single propciatorship, 
limIted liability compan-y and as a corporation, 

5.a 	 ,aoreiaa
Exchbge 

Capitbal9 constituting a foreign exc~hange value-, can be in the £ozna 
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o money. ina'thInery and equipment and pat.enbs0 Hoever0 trademarks and
 
£oreign tedhnioal and management persorLnel do riot constitte capital0
 

Foreign eChange is evaluated at the free market exahsnge rate
 
quoted by the Da Afghanistan Bank. Tis tate rariez$ thus, the law desI
 
not, allw for a fixed rate of exchange under any circumstances0
 

The law fixes no proportionate ratio between equity and cebt
 
,apitalin the orention of a new business.
 

a Land: Government lands can be made available on "favorable"
 
lang tenI lease t(9 years) for projects having a high national interestI
 
Similar concessions far govexnnent land will not be made for low national
 

priorty projects , Lard for latter projects must be purchased or leased 
frrni private soureso 

b. Iatnd Ihnamegnts 

The Govem-ment will assist in proridlng powers water and access 
roads to projects of high national inere'-k.o The extent of such assistance 
is negotiable and the law does not hcwever menetion any financial aid il this 
regard. 

Preferenlial tarIffs to protect industries and exemptions from 
ndutes ean both be granted based e% the needs of tlbe compagy and the 

assigned ational priority of the produAto The amownt and duration of such 
12rcto .As not fixed but rather negotiated on an individual case -baatiso 

As a undefined policy the Govecnment opposes granting mono
poistS-I., privileges to any donmestic manufacture, IlOreer9 temporary 
pr-. secticn on a national or territorial basis of this nature has been granted 

tto project requiring a hbgh initia :Inqestment aod to projects requiring 
-pe-'x govo-,ient Ucens rg., 

eo A-ailabl!ty of Can___ 

All indigenousI loan-qaBa. capita' A a id C iswhether Afghforegn fOr e glapA' 
sJ-tuaed at the D Agha.nistan Bank. free market :rate of exc-hange0 For I 

natioral importance . 
.nountsof Afghard capital at interest rates of 8% -- 12% Tfr tenns up to 10 

4osars Exicept for Tihdted govenuent resources and bazaar. 'enders there is 
.eallv nO danestio souaar for hard surrencr- loans, 

-rejets high the Government can make available limited 

E .Taxes 
 3 
The Afghan individual and z-orporate tax structure is on a 

graduated soale0 The maximm Corporate tax, applied to Afghans and foreigners 

• .. -. 1 
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alikeD is 2Q net profits. Similarly. the n'a.:m'im personal income tax is 
a g-aduated minr um base plus 40% of ali taxab' e ineome in excess of this 
bass .. deductions0rlth allwable personal 

In the computation of ecrporate taxe the law provides
 
certain exemptions as a means to induace industrial investment These
 
exemptions ares
 

2 - Nonna3ly and equipment is aiqrtized on aAmortizabiqi ; plant 

tra~ght flne life of the installation basiso H7Y2-7er? an accelerated
 

aort.Ization sohedule ctn possibly be regotiated for projects of high national 
in'erest. Presentl, the country's daprecation concepts are under review0 

2, Tax oiday: Exemptiton from corporate income taxes for a perid
 
cf three years, from the compnem nt of production, is granted to qualf!.ed
 
c.amies9 to a maxium of J.% par annum of the registered capital
 

3 Personal Incme Tax: Shareholders or owners ef capital are exempt 
f.rom personal inccme taxes arising from sut.h investments for three yea,s 
i'ron the date 6f coimmencemant of production. 

hL Investment Cred.t: The new Income Tax Law adopted in 1965, allows 
for a tax credit of %f the new investment to be'c re -ted directly against -Thtur more than S% 
io excermfised in any one year 
3 tax Liability over a per ttd of 3 years providing that no 

Gove x nent pr.atknrt Zer wdll favor d0mestscally proce. sed or 
,ica - tux-ed produtrs provtiding omparabilit :1.n quality with compettve 
-rodtte i offered and the metei. selling prlie not more than 10% h-igher 
tihurn% coraratb fcrelgnmade products0 

h. Reatrlatin of Profits 

Profits or dividends arising from Invest .ents can be repatriated 
in the original foreign currency to a maxtmmn of 15% per annum of the foreignIiJvevstors xegistered pad-ln eapital 0 

If profits or dlvidends exceed 75%. the excess can be orried 
fot-,', for an nntpecfied perlod of t1nie3 and repatzrsted in years where 

-orpro.ts are belcru 15% Repatriation'nust take paace at the 
authorized Ca Afghanistaa rate of exchange. 

Equity Jaital be rfpatri8ied Live years after,invested uan 

he date of the investment upon paymrentd fl applicable taxes This
 
-Spatriatjen will b or t.e basis of ane-fUt',h of the total investment con

,er1 d per yearo Repatriation of all g-aid=4n eapit l Is allowed after one 

yea", should the business fail. All repatriated capital must. be exczhanged at, 
t.he Qoic±al Da AfghaIs,'an Bank rate, 

http:qualf!.ed
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8z Favored usinesses:
investment laws ar-e restricted 

Exerpnntons. and privileges grahted by Afghan
to capital invested in industry mining, 

agricultre9 transportation tourism, comnunications and po-ver development. 
Businesses requesting coverage by "the invest.ent laws bNt which fall outside these aeass, nill be treated on their individual merit. 

90 R allf f Busin e eset Law. Foreign private 

capital to qualify for the privileges of the investment law must follow 
this application procedure: 

a. Application is made to the Ministry of Comrerne 

b. The application should contain the following i±normation in. 
Farci. and either English or French: 

Name- of applicant-
Country of origin of capitai 
Type cf capital proposed 
Amount of capital proposed
Type of enterprise proposed
 
Proposed location 
Degtee of Afghan .par-tieipation 
Appl cant s representative in Afghanistan
 

a, Upon receipt of the application the Ministry of Commerce vil 
turn it ever to the Inrestnent Ccmmttee, This Committee 
must a-t upon the application within three months after its 
r.-iueipto If the action is favorable, the applicant must 
initiate his project wi thin one year or the action is 
autiomaticahly rescinded, 
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- JAJffSIS 

AFGHAN I4VbSIiL6 NT Laws 

Afghan Investment laws have two readily apparent limitations.
 
Both of these are technical in ,ature and hence can be fairly easily
 
corrected. The laws themselves have not been drafted with high regard for
 
legal precision, 'There is duplication, points of seeing conflict,
 
vagueness3 and lack of clarity in administrative jurisdiotion- Second,
 
the laws carry a basic confusion between statutary and administrative 
,onceptso ±hus, to foreign laiyers the slight shadI.ngs which separate "iaus" 
from "codes, rules and regulations" allow for only qvalifted legal opinr-.-ton 
by even the most expert student But these are again technical matters0 Of
0 

greater Importance9 for the purpose of this report3 is the actual 3ubstai2ce 
of the law0 Does the text of the law meet importanb business needs? How 
is the law applied? What remedies to injury does the law provide? Is 
social respect for the law sufficient to allow a:forcement? 

Private inwestmertt laws, to be effective, mst serve three purposes,
 
Primarily, they must offer seaurity to the capital being in1vestedo Next2
 
they must offerenec-arement-by allmdng certain types cf investients to be
 
potentially more profitable9 to the nation and private investor. Finally 
the law must offer an aveykue to justi.e in the handling of disputes. It is 
this reports qualified opinion thaCMk'han Investment Law, with its many 
failings can ser -e these purposes p2o'id that each is entered into v.a 
formal . .ten apreements bet.een the government and the private investor at 
the time the ini!'tial investment is made0 This point is so basic that perheps 
further amplification is retessary. 

Now.here does the law explioitely state that government approval is 
necessary before starting a business in Afghanistan Irrespective of size3 

type of venture or whether the business is to be qualified under the pri,,vileges 
of the ..nvestment lavs, an agency at. some level 6f goverDment must registger 
Its approval. For the larger investments, and particularly where foreign 
capital is allowed, this approval. is in essence a kind of contract entered 
into between the government 'and the private investor,, This contract. often 
called a Charter by the Afghans, defines the business purpose , concessions 
and limltations which government will grant to the private business or 
investnent This eontract, subject to negotiations between government and 
the private investorc9 may in its text be liberal or conservative, Ths is 
to say, depending upon the national urgency for the business and the s .ll in 
,c!-go iation the contract can contain all the prcisions the private investor 
deems necessary to secure, encourage and adjudicate his investment
 
Coaoersely the ccntraot can be so wrnf tten that few of these pro-isions -are 
entered into. Hence, the real heart of Afghan investment law lies not so
 
much In public documents but rather in the negotiated application of these
 
docunments into a fon.al agrearent or contract between the private investor
 
and government.
 

There are four mnajor provisions which can be quite readi.y negotiated 
into an investment centrat under the xistng investment laws. TheseIX~ n net,]n as hs
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pertain to security of the investmiient, financial concessions to encourage 
investment, profit distribution and repatriation cf capital In a brief 
analysis, these provisions can be described as follows. 

Securitj t nvestent. 

The security of the investment is grounded basically in the Afghan 
Constitution's regard for private property: it's owqnership, confiscation, 
expropriation and nationalization4 This regard is further anplifi.ed in 
other protective legislative acts. Investment risk can be minimized 
through various allowable ownership patterns and contracts. Repatriation 
of paid-in capital is also treated specifically in the .awo No discri ination 
provisions between Afghan and foreign capital .can further strengthen 
investment security In liability and taxes. Then to', where the la.w falls 
short or appears unclear recognition is made in support of negotiated
-ontracts, as a means of specifically tailoring an enforceable agreement to
 
fit the needs of the situation.
 

E:- 2 raaement to Investing:
 

Assuredly, with land, tax., loan, tariff and other exemptions, grants 
and privileges the lai stands to encourage private investment. '-ome other 
count- es do offer more attractive investment Inducements particularly with 
reference to selected industries Yet 2 in terms of the law2 Afghanistan 
appe.rs to stand quite competitive in its encouragement provisions with 
neighbouring India, Pakistan and Iran. Freedom to manage is of course., a 
personal and thereby relative concept The law makes no mention of it 
in this absence, it can be assumed that management may not enjoy the same 
definable and 6cnsistent areas rf freedom common to countri"es having a longer' 4I
 
private enterprise heritage. This latter may be particularly true for 
businesses having the Government as an equity partner., 

Profit ktstribution: 

Profitability of an enterprise is" also relative to the industry, 
su.cess of the business itself, and the investment criteria being applied. 

The law cannot guarantee that a business will be profitable nor should It. 
The Afghan law does suggest that special efforts can be made to assist 
pr<.fitability throelhi duty free privileges and protective tariffs, low 
rentals on lands assistance in recruiting manpower, tax exemptions and 
prefersntial procut'ement by the Government 0 

The law favor the retention and application of foreign earnings in 
Afghanistan. It doesr however, provide for the repatriation of some profit 
and all capital, exemptions on corporate and personal income taxes, tax carry 
overs and credits, and possibly accelereited amortization schedules, to name 
a few benefits In support of foreign repatriation. 

Whether these provisions are actually available and carry weight in
 
the investment contract depends ultimately on how the law is actually applied 

I
 
I 

I 
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and adjudicated Herein are found the greatest failings in Afghan
 
Investment Law. 

Io How is the law applied? 

The inherent technical weaknesses of the investment laws are such
 
that application can only occur on a negotiated, case by case method0
 

A. The Investment Laws of Afghanistan. as such, have teen 
published but not in compendinm firm0 Accordingly, there is no single 
source to which one may refer with assutance that it-contains all laws, 
rules9 regulations and codes pertaining to private investment. Further, 
there is no body of administrative law, published or otherwise, to 
designate how these statutes are to be exercised * .'inallyj the country
makes no publication of decisions rendered under the investment lawsoCase law, in substance, is absent thus negating any confirmed assurances 
or precedent under the law. 

B. The law is not based -zon a normative systemo Either by
deliberate decision or as a result of an Imature legal system, int-ero 
pretation of the investment law is based largely on concession, and 
possibly the temporary concession of an appointed governmient officialo 
Thera are no objective legal norms which offer certainty to the investor 
of impartial interpretation and treatment under the lawo In its 
application the law can thus be made to favor some and disfavor others 
independent from case precedence or objective merit. 

Co" Though the Investment. Law of 1958 clearly states that the 
'irster of Comm.erce 0 through the Investment Committee, will administer 
private foreign investment laws, this is in fact not always true The 
taw does not treat governmant investment nor allAfghan investment. 

Hence in these latter cases nearly every M4inistry and the Da AfghanistanBank can enter into administering investment laws. As a consequence.,the law in many instances is administered by no one. 

D. Quite aside from the text of the law, extra-legal., political
onsiderations. can often become the deciding issue in an investment 

deeision This is to say. personal Ministerial decisions can make or
 
change the law quite apart from precedence and normal legislative channels. 

20 What are the remecdies under the law? 

Frs&a strict judicial point of view there are virtually none0
Provisions for third party arbitration can be negotiated into an Investment 
ontracto However, if such arbitration occurs in Afghanistan it can be 

questioned whether justice could be fully served The country has no body
of case lau from which can f!cw legal interpretation There is no fcrmal,

method of appeal to remedy decisions by the goverrment. The lawyerss judges
and courts of the land are inadequate to plea, render and enforce a .legal 
decision regarding investments0 1'here is, in substance, no effective9 
independent Judicial remedy for injury under the -law. Thus, if such remedy 
can be negotiated it would have to be executive in character 
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WL L THE LAWS AWYUAi aY Ari'RACI' CAPITAL? 

Even in a very brief analysis reference must be made to the 
practical question of whether the existing Afghan Investment Laws will 
aitraot private capital to aid in industria3!-'--.- the country. For 
varying reasons Afghanistan now offers only marginal private investment 
opportunities. ven so, the existing laws2 with their manifold short
oomings2 should have the potential to attract private capital6 Or at 
least it can be said with greater confidence, the law could offer the 
foundation upon which private investors can negotiate terms more favorable 
to their business needs and investment goals0
 

From a hard, practical viewpoint it must be stated that the existing 
laws and their administration, quite apart from cther considerations, are 
not in practice capable of attracting domestic or foreign capital on ayw 
appreciable scale0 Placed more positively, if the investment laws are to 
ser.e their intended purpose certain changes and extensions to them must be 
provided. 

10 The law must trII reeent a national desire zor-•riv~ae businesso 

A fundamental error Is that the law speaks generally of private 
business without defining it specifically Thus under a "mixed economy" 
philos ophy, what spe-ific segnents are reserved only for government what 
ones are reserved for private development and what is open for joint

, 

-goverrimetprivate development, In the absence of a clear definition 
between public and private ownership no Investor can have confidence that 
his investment may not, at some tire, be deened a trespass upon public 
i Aerest, Accordingly if Afghanistan really wants p .t.vate investment it 
must state sr in u.abigious termso "temswhich at the miinrum state without 
oyqaliiation those segments of the economy and industries which are exclusively 
reserfed for government0
 

2. The law muist not disortinate aainst Afhan citizens 

Afghan investment laws. at least in their text., are most heavily 

wieighted toward foreign investment "here is nothing to suggest that a 
business having all Afghan capital or majority Afghan onership can qualify 
for the exemptions and privileges the law presumably provides. The law 
therefore makes no efforL. general or specifii to encourage Afghans to 
invest in their cwm country-'s industrial development. The Afghan businessman 
knows this full well Hence, rathxtr than investing in domestic industry3 he 
favors applying capital to import-export trade, land and houses and more 
secure foreign investments0 in the mind of the foreign investor this 
situati6n caA raise only the gravest of eservations about Afghanistan; 
reservations which aatually negate the avowed intent of the investment law. 

U
 

I
 

I
 

I
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What interest and confidence can the foreign investor have when he sees 
relatively little Afghan"capital being invested in industry. Worse yet,

the foreigner can feel that his role is to"develop rie, industries but that 
once successful the pressure of Afghan capital will then force a sell-out.
 

All of this is to suggest that if the investment laws are to 
stimulate industrial development they must first encourage the Afghan to
 
invest. Once seeing a flow of Afghan capital into domestic industry then 
the investment laws will have some real attraction to foreign interests. 
AL the moment. with this absence s, foreign investors must feel a national 
risk which is far greater than any provisions of the law can reduce, 

3o The law must be specifically integrated with the 
ation s econonic olanso 

Right now, Afghanistan is preparing its Third Five Year Plan. 
In this plan certain industries, having high national importance, are 
projected for development. There is however no coordination between theseIindustries and the concessions which the investment law is willing to grant
private investors interested in aiding their development. The investment 
law, in substance, is not framed and so integrated with national economic 
policies and plans that It can make a contribution to desired ind'.strial 
growth. For example, if a dairy industry is of high national importance
then the Zaw should be so integrated with this need to attract the.private 
ir3iestors 'capable of developing a dairy*
 

This situation can only be resolved in one of two ways. in 
application, the nations economic plans will lead the law or, conversely. 
the law will lead economic planning. if the former occurs the law can
 
serva to help in meeting the over-all economic needs of the nation. However 
since this does not seem to be of concern. then appLication of the law must
retreat to projects showirg high private profitability Gver the short %:.rms 
irrespective of national economic needs and aspirations. 

Is Ivestment rht riA)§g sunder the law must be
nrooedo
 

Few Afghans seemingly realize how keen world competition is for 
'he investment dollar. Then too, few also seem to realize that Afghanistan 
is nese less attractive investment opportunities° To meet this 
competition, with limited opportunitiesp is extremely difficult at best; and,it is -virtuallyimpossible if investments are not promoted° 

Nowhere does the"Afghan investment lau make any provision for its 
distribution and promotion, How then can the law serve to attract capital 
if these sources are not aware of it mar if they are not personally persuaded
of the country's desire to attract their capital For all practical purposes
the law is under lock and key. Ieans must be found for unlocking it, for 
publishing and distributing it widely and for providing the personal follow
through contacts and services which can sell and assist capital sources to
 
invesb in Afgharistan.
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5. 	 ights off independent .iiidicial appeal must be writtenI
 
into the law.
 

The iegal.security of an investment is only tested during the I 
moment of dispute. The law does discuss three major disputes: confiscation: 
nationa.ization and expropriationo The law does not treat currency reforms 
mor does it offer protection against variations in foreign exchange rates 
These latter should be important additions to the law though they can be 
negotiated into the investment contract or charter. 

UWhether these areas of potential dispute are wrItten into the law 
in fact makes only a minor differenea if justice is absent. Though it is 
changing9 the exevutive branch of the Afghan government is all p'nwer ul 0 
It is the exec(Mive branch which approves private investments . grants U 
concessions under the law, and to which remedy to disputes must be appealed. 
Qite obviously thisi along with other factors, can create a natural conflict 
of interests0 Administrators of the law stand both as legislature and judge0 
Hence the remedies they can apply depend heavily not necessarily upon the 
law and equity, but upon the power the private investor can muster in support 
of his appeal, Quite frankly. no private investor under this conditiono 
is i;wlling to assume anything but a minimal riskiI 

Afghanistan needs an independent judicial system. 'Thin'need is 
reacgni-,ed and work is ncw progressing toward such a system0 {owever, ev'en" 

th best effort- years remain before such a system becomes operative and its 
deislons treated irith the full respect for justice. Thusp in factual 
recognition of this problem Afghanistan should become i party to various
investnent treaties, arb -tration processes and investment quarantees vow made I 
a, ailable by foreigan countrie0 and international moneta.y groups. None of 

these will requre a compronLise in Afghan scvereignity0 Rather., all these 
cronventions proviLde is a more effective legal and finanial basis upon which 
security aid enncouragement of foreign investment can be developed' 

I
 
I
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StCTION II 

ADMINISTRATION OF IMSTIiENT TA1S 

IN AFGHANISTAN 

Reference has already been made to weakaesses in the administration 
of Afghan investment laws. These weaknesses are so serious that they 
warrant the more detailed enumeration and analysis of this section; for it is 
in the application of the law that a nation's investment climate is 
eztablished. When laws are properly published, promoted and applied the 
iestment climate can become "good" or at least "better". Hm{owver, 
misapplication of the law. aside from the- nature and extent of its substantive 
pro-isions, inevitably leads to a "poor" investment climate0 

The Investment law of 1958 assigns its administration to the Ministry
of Co.reroe through investment approval of the "Investment Committee". More
specifieally, this irnistry under the law2 is responsible fors 

1. Receaiving and screening all new industrial investment proposals
and particularly those involving foreign capital. 

2. ApproVing or denying, through the "Investment 0 owmttee", the 
qusaification of investments0 

Thus9 according to this law. in order to start a lnew business in 
Afgtnar'stan, ~nnder the privileges of the Investment Lai of 19589 the investor 
f.les his application first with the Ministry of Commerce. Thereafter it is 
:this Miniostrys administrative responsibility to process this application by
granting or denying its admission under the law., Hcve-er , this law makes no 
administratuie provision for businesses started outside of this law. nor does 
it assign responsibility for administration to any other body once the business 

isoarating. 

There is no available record of a private industrial enterprise 
actually being stanted under any other las. Accordingly q the follW.ng 
examples of starting a business %nAfghanistan xTll be based on this 1958 
I.W. 

Since the 1958 law came into affect two businesses have been stax-ted 
umder its provisions0 These two-are, in a senses the ideal examples of hot 
businesses should lbe started. They also indicate sound service of the law as 
applied in the first instance by the Ministry of Mines and Indu.stry and in the 
second by the I.istry cf Oomerce3 investor's wishes and basic business needs. 

In 19639 a mininmm 10 year selI--back contract was negotiated to 
support the Afghan Wor,,-n Industries, a private Ierman owned and.managed 
-.exbile mill and factory, located in Kabut Through the Investment Law this 

-s rkic e., d ireq.- tent duty free privdleges Import tariff protection9 

http:follW.ng
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ekport rights and concessions regarding land, taxes and repatriation of 
oapital and .profits° However, under the Afghan Constitution ownership of 

kovable prope-rty cannot be held by foreign nationals Without such owner
ship, the foreign investor held he would lose the management control essential
 
in developing this technical oriented business Thus, under the 1aw a sell
back contract jas successfully negotiated through which the foreign national 
claimed temporary otnership and full management authority for a period of at 
least 10 years beginning with the commencement of production Thereafter, 
orwnership is to be relinquished to guaranteed Afghan nationals on a phased 
basis extending through the next 10 years and at a price predetermined by 
the so-called "Stutgart Foirula' t, 

Also in 19632 the Afghan Insurance Company was approved under the lag:w, 
Motivated by national need the Ministry of 0ommerce reviewed a number of 
foreign insurance companies capable of handling marine and property insurance, 
Guardian of London was in turn selected as being most qualified The 
Ministry then constructed an attractive investment proposal and approached
Gaardian., The proposal was accepted, after further negotiations, leading to
the formation of a joint-venture liited liability company. 

In both of these cases the investmrent law vvns administered poperly 
by using all its appropriate provisions to encourage, protect and start these 
two private enterprises. These are., however, only two instances of proper 
d a Surely during the past eight years the law has been applied 

or cculd have been applied, to other business proposals as well0 None of 
these latter situations has been approved under the law, dowever, it can be 
,,ontended that a number of these businesses could probably have been started 
vith enaouragement and protection cf law, If the law had been so administered,
Therefore, it will now be the intent of this discussion to focus upon the 

:ore cciincn and serious shortcomings in administration 4'f investment law in 
AUghanistan0 

ihvestmeait law cannot be administered -unless it has the prior sanction 
of tdspr.d need and desire to do so, Though Afghanistan has had such 
law for scme years, it is only rather recently that government has had a 
z'- ecd ir beresb in applying it to the private sector. In the 1930s and up 
to alol.Z 39509 in.vestment law was really the infoma! business practices and 
rrangeilents of several pr.vate institutions who were financially and other

uise capable of making investments, A holding cmpa y and through its 
associated operating companies 5 was "the mast notable leader in this regardo 
in xeaion to ouestioned behaviour of these institutions; during the 1950s 
governmento actually did little to encourage prit ate investment. Indeed, 
during this period the leading Afghan investors either left the country or 
became largely donnanb,, Hence, government then became the prinary inltlator 
and investor in Industrial development. There then came. in effect no 
practical need for applying investment laws. aking this needs quite 
obviously no personal administrative sillls were developed and likewise no 
.genLy in government was developsd through which responsibility for consistently 
adrini stering the laws could be assigned Today, besides suffering from the 
backfash of these two historical approaches ho industrial development, 
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Afghanistan suffers a farther penalty in administration through the -lack of 
qualified personnel, institutionalized in some fomn With such absences 
confusion in responsibility and propable maladministration of the law are 
both bound to occur. The most serious of these errors appear most frequently 
to include the following: 

I. There is today a serious conflict between i"R4teries with 
regard to their respective responsibilities for administering investment laws. 

2. Xhere is discrimination ifn administrative decisions qualifying 
investors under -the law, 

3. Administration of the law favors government initiated projects 
over those which are privately initiated 

he The private sector has no assurance that administrative
 
decisions under the law will be sustained continuously nor has it any real 
rights &f appeal on adverse administrative decisions. 

5o The administrative process for gaining approval under.the law 
is time consumingt confusing and uncertain; this, in conflict with the intent 
of the law, to many administrative action can offer more discouragement to 
investments than it does encouragement. 

1. Consliotsin dxiinystrtiveTesponsib iltv: 

The 1 nrestment Ia of 1958 states again that the Ministry of 
0Cam'r~e, thorough the Investmereb Omrrttee9 shall approve all private foreign 
invesrents seeking qualification under this law0 This law makes no specific 
reference to investments based on all Afghan capital nor projects which are 
largeiy goverz-qent initiated and financed, In the absence of these latter 
and with the administrative conflicts between Pinisteries currently existi.gg 
this law has been practically rendered ineffectiveo Hence, wore often than 
rnt 0 businesses oane and in fact art, started arid granted concessions through 
approvals reaeived by the most receptive Ministr available. To the investorg. 
hue-ver9 ihe most serio is and persistent of these conflicts have been betweenthe Mini stry 1.f Mines and Industry and the Plinistry of Corierceo At ore time 

these M.nisteries we -e tvgeter under a common body, the inistry of National 
coaomy,. Under this Ministry., the 1949 investment code was passed with the 

administrative responsibi.ty for it assigned to a Wub-department 9 mines and 
industry , hen, probably in 1953. the Ministry of Vational Econon was 
abolished and replaced by the present Ministries of lvines and tndustry and 

Oinmerce In this.reorganisation, Mines and Industry retained its responsi
bility fe-r admintstering the code and thereby also its responsibility for 
indivdual development 0 Then, in l958, without rescinding this precedence 
a similar investment law was passed with its administration assigned to the 
Ministry of Commerce. hence3 we have today two hinisteries competing with 
each other for jurisdiction over industrial development, administering two 
separate investment laws. qualifying and granting concessions based on their 
oum conc&pts of -the law, and with each holding essential veto authority over 
the others 

http:responsibi.ty
http:existi.gg
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To the private business man this senseless conflict offers some 

serious problems0 About a year and a half ago. en Afghan textile merchant
 
wanted to start a small iayon factory. A year later approval was granted by
 
the MinstrX of dC-imerce to skarb the factory based on projected import 
savings. Since this business required the construction of a building and the 

importation of machinery, further approval had to be received by the Ministry 
of Mines and Akndustryo 't last report, this Ministry has not granted its 
approval0 uite rightfully, the investor is discouraged and most uncertain
about pursuing his investment furhtr 

2. Discrimination in Administrative 0 ecisians: 

The investment law states that there shall be no discrimination 
between Afghan and foreign capital0 The law does not state that there shall 
be no discrimination betwreen Afghan capital. herein can often lay the basis 
of. a most serious problem5 particularly when it is recognized that Afghan 
investmevt law is administered largely through concession There should be 
no doubt that specifically the law can be administered to advance or protect 
the interests of one Afghan businessman over another; it can be shaped to 
prctact or advance foreign interests over Afghan interests; and it can quickly 
extinquish private business initiative by denying access to certain investment 
opportunities or by assigning a lower governmental priority to others 

3. Favor to Government Initiated 9 roeets: 

Admittedly, most large industrial projects have been sponsored 
by the Government and implemented through Government to Government loans and 
redits. This financing thereby covers only buildings and machinery. At 

does not provide working capital to operate the business0 '*is latter mustbe provided from government funds a.id private sources0 

In order to raise the working capital fr~r Government initiated 
prjel',,at the Government assigns a higher priority to these than these init
iated by The private sector, rChis prlority, in effect, blocks the private 
sect6r from access to investment laws on projects similar to, or potentially 
in competition with, those being initiated by Government. Once so blocked, 
then the power of Government can be applied to the private sector, literally 
forting them to Invest in its projects irrespective cf their apparent merits, 
the ability and choice of the investors or other more attractive investment 
opportunities aailable to the investor, 

Several years ago a fruit processing plant wse constructed in 
Kidahar under a Governme t ho Government barter and loan arrangement At 
the outset it was questioned whether this plant would be successful, as no 
one had determiLed whether Aandahar had the quantity and quality of fruit 
needed for processing nor markets, beyond a presumed barter agreement, in 
which canned fruit could be sold. Further, merchants of the area wished to 
cpply their capital to fresh and dried fruit, areas In which they had 
experien.e and which also offered a higher immediate return, All of these 
subsequently proved to be moot issues, since the plant was under Government 
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sponsorship0 Upon completion of construction Kandahar merchants were 
therefore requested strongly by the Gavsrement to invest in the project. 
This they did9 but with reservation Right now the plant is a bbsiness 
failure All the fears of the private sector have proven to be correct,
0 
The compar has not operated for the last year. Future pro.tpects look quite 
dim unless more capital is invested, Needless to say9 it ill be yearsp if 
ever, before the privata sector recovers, let alone profits, On its invest
ment, Equally needless to say, Kandahar investors are decidedly less than 
excited by new initiated investmentIovernemtn opportwuities.

3.- ofeosi ad A al in onn
 

Repeating aga.n, adinirstrative decisions regarding private 
investment are based mainly on concession Respect for precedent under theIlawis largely absent. since such is not purlically available to the admi
5stratcr4 Hen eg9 no investor can feel ccmpletelr assured that an admtl-n 
strative decision rendered today will be consistently honored in future months 
and years, Fertunately, when these decisions appear in approved written 
agreements thay are so honored, but there still remains always the uncertainty 
of doubt. A further complication also is the fact that there are no Impartial 
channels of appeal or arbitration for subsequent abridgements of administrativaIdecisions. This problem nay be a&dittedly present in most developing natons
Hence, Afghanistan is probably no better nor worse than many other countries 
5n this respect Ket what appears to be sonewhat unique is the seemingly 
overnmental assumption in Afghanistan that starting a private business is 

n)t a basic et.ension of property rightsp but a temporary privilege conferred 
by Government, - The aning of physical property, in contrast is held sacred 
by G vernment, but bhe private management of a tnsiness3 particularly where 

foeiga capital is involved&is under continuous governmental suspect0 ft 
may well be thaqt there are grounds for this attitude., Abuses have been made 
:-f import privileges particularly involving automobiles. Administrative 
de, isicrs prtaintng to import-:export licenses have been purchased Taxes 
hare been avoided by hdden cn-,ership, phantom accounting and non-disalosure 
f :tntcme-, In all of these business must accept guilt %arresp,'r-dngly,

-hough. G-v-ermment must also share its guilt for tolerating these abuses, By 
se tolerating abuses3 business has correspondingly become suspicious of 
-over'nment0 Together, this en-olrnment of mutual suspicion has all but. 
s,'duced the administration of investment laws, in the eyes of manyp to a sequence 
oof Trp-ra.Vate dealsl" 

5. I A tV in the Admnistratire Process: 

In the only law speaking of this matterp decisions regarding 
new grate investmenis are to be rendered -ithinitree months. Afghan and 
fosie-- alike are lucky to find out in three months who has the authority
to rcake the dec;ison let alone receive a deeisiono This is simply to say,
that securing a privete investment decision Qan be among the most time oonsumtng9 

confusing and fr;etrating experiences a businessman in Afghanistan can face0 

The fundamental problems in this regard are threefold. Ffirst, 
there is no central organization through uhich the businessman can process 
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3his investment. Accordingly. he may have to go from Ministry to Ministry 
seeking the separate support and approval of each0 Second, only the
 

canMi.nister, and probably in all too many cases the Council of tinisters, 
render an affinative decision The authority to say no to an investment 
propesal is present in all le-sels of government; while only the highest
 
level can say yes, since there 3s no process for delegating authority. This 
!act the businessman soon knows as he waits patiently to seek his audience with 
an over ,urdened inister 0 Thi-edp kna ledgeable and skilled manpower is 
starde0 The Ministry of Commerce has no one assigged to the processing of 
investments0 ikdcewise, the Ministry of Mines and kndustry has no full time Iassigments In this field. The administration of investment laws is therefore 
at best a part'tme job attended to whenever an investor happens to voluntarily 

enter a Ministry or when &gvernmentseeks to initiate one of its projects 
through private sector support. 3 

Law can be no better than its adminstration; and, private investment
 
laws can be no better than the nation's desire to apply them properly and
 
effeetively Until recently, Afghanistan expressed no real national desire
 
to encourage private investment. Accordingly., administration of private
 
investment laws tias all but inoperative0 Today this desire is present, but
 
satisfying this desire is severely limited by maladministration of the laws0 
 I 
.Ifprivate industry is expected to early its share of industrial development. 
admnistration of the law must be u-graded szbstantially. In such upgrading; 
particular efforts must be made to eliminate these administrative abuses of 
the law,
 

!o Inter hinljterial conflicts must be eliminated through assigning
 
administration of the law to a single unit of govern.ent and-by enforcing
 
standards 4f a contability on that unit to assure that -the assigned law is
 
adr-in3 stared properly.
 

2. Administrative decisions must cease being a series of private
 
concessions through which discriminations outside of law, can become a rule.
 

3o The law must stajd above both Goverrment and private investors, I 
treating babh by objective standards which thereby offers Lavoritism to 
•zelthev . Ue h Admiristrative decisions under rhe law must be rendered 


¢o-sistently and wi.thin an atmozphere of mutual trust. Further, where decisions
 
axe questic.ned cn substanbiated grounds, injured parties must be extended the
 
righ'ts of appeal a,,id arbitratioto
 

5o Finally, the law must be aduinistered with despatch, reducing
 
the excessive ttme oon-fusion and general frustration encountered by anyone 
 U 
today seeking inestment approval, I
 

I
 
.3
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SECT'nIO&-II
 

fl4PROVIiJG THEI AFGBla

IINVESTPiiJT IAT 

At least three major elements make up a navionls investment climate* 
The first two are measurable and lend to more objective evaluation The 
third element though just as critical, is more a state of mind, a frame of 
attitudes or a set of feelings which pre-=ispese a businessman to say, "This 
is a good country in which to do business." 

For a climate to be conducive to private business a nation must 
have confirmed investment opportunities and the indigenous supporting frane
work of infrastructure, manpoter, financing and socio--political stability 
t-hugh which advantage of these opportunities cn be supporited These are 
a cIJinate's more measurable aspects. They are also aspects whichp in
viarying degrees, Afghanistan already possesses0 

The third requisite, this. soa-alled state of mind., can only be 
created personally out of the security, freedom and encouragement which 
businessmen experience directly from making and managing their Investments, 
Admittedly this 'Is an intangible, unr-ecognizable and unmeasurable dimension 
of a country. Even though abstract in nature; it is none the less a very
real pre-investment condition which ultimately determines whether private
business will elect to invest or not investp both in a country as well as a 
-spe'fit business opportunity. 

The third requisite is really a by-product of a nation s investment 
:caus, their promotion; administration, and remedies0 This is to say,, time, 
nlioney and talent can be poured endlessly into infrastructure, manpower
Iraining feasibility studies and the like without any appreciable investment 
results accruing from the private sector unless corresponding attention is paid 
to the lais and their application from which the favorable investment climate 
is crebed0 Frankly, it appears that this fact has been of little concern 
in RoG.Ao sconomic planning and siii!arly of mnor csxzzern to foreign countriesin t,eir ecenomic and techniceal support, of suc.Y plans. Afghanistan does not 
have a favorable private investment clitiiate; or more precisely, a climate 

which does not popularly encourage and extend equal investment opportunities
to all, Acordingly. those concerned can no longer postpone actions which
 
can create such a climate unlrss they decide that Government, in initiation
a-d ownzership, w,l be the exn.lusive agent for industrial development or they 

elect to continua concentration on the infrastructure tools of industrial 
development without assuming responsibility for procuring the capital through 
which these tools tan be placed into income producing use. 

This analysis upholds the Afghan desire to see industrial development
 
become a more effective sharing of responsibility between the natibn's public

and private sectors. It is the intent, therefore, of this section to now 
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recommend some general actions needed to encourage arid direct the investment 
of domestic and foreign private capital in Afghanistan. Through these 
-ecoarrendations it is hoped that an investment climate can be created which
 
suggests to all investors that "Afghanistan is a good country in which to do
 
business."
 

1o The investment laws of Afgha istan must be completely and 
objectively reviewed through a process which allows the Afghan private
businessman to recommend those changes in the law necessary to protect and 
encourage his inyestment interests. As-collateral support.9 appropriate &GA 
offieials, foreign legal specialists and foreign investment specialists should 
also participate in this review0 Fundamentally thougt., if investmAent laws 
are to serve private interests then the needs of the Afghan investor must be 
framed into the law. In the past investment laws were drafted without 
involvement of the private Afghan investor Corresponsingly the Afghan
investor is largely ignorant of the law and through this ignorance he has 
generated little desire and confidence in support of it.
 

2. To be successful this investment law must be supported by the
 
popular national will of Afghanistan The law can no longer be the private

properLy of a Ministry to be applied or-not applied according to this body's 
dUscretion. Therefore, upon completion of the aforementioned review the law 
should next be passed for approval to both the Council of Ministers and the 
Parlia ento Hee too, in free and open debate. the law should be revieved 
cor.pletely as to its intent$ text, administration and :emed- es., Once approved
by these bodies the law should be published and placed into effect by ridde 
d: .iesticand foreign distribution, 

3, Adninistration of private In vestment laws should have three
practical results:
 

a To dic rivate apita. to pr-2jects of high national
 
:-ririty thro gh a set of"objectivey but differential 9 investment incentives0
 

be To--nquragge _prvate capital sources to invest under the law 
through the means 4f promotion, technical assistance, cpital assistance and 
ad.-znistrative decisions necessary to ga n and sustain those legal approvals 
uhich the ]an may reqoire. 

C0 .ToD'otept Invested Drivat. i through remedies of full 
legal appeal and arbitration 

Each of these is quite a separate function enjoying a potential 
conflict of interest between them. Each in effect represents a separation 
of power: legislat.wve (direct) executive (encourage) and -judicial (protect). 
Therefore, it is this report's contention that each should be performed by a 

K
 

|
 

3 

I 
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separate division of government. To improre the administration of Afghan 
investment law itis thus recommended: 

a. That under the law the High Economic Council* s with approval
 
of their decisions by the Parliament, be responsible for determining
 
(1)Specific investment areas reseried for private investment, (2)Priority
 
of national urgency associated with the areas and (3)the investment concessions
 
to be awarded each .area° This action will then be a legislative mandate to
 
those who are administratively responsible .ror executing the'investment law0
 

b. To encourage, assist and ohe rise administratively carzy outIthe investment areas prescribed by the High Econcsmic Council that an 
independent Investment Center be established under a Board of Directors 
composed of representatives from the Ministr:4 es of Planningp otmmerce, Finance,
and hines and Indu'stries0 This Center would perform the following functions: 

10 To determine the preli inary technical feasibility of all 
projects assigned to it by the High Economic Council. 

2. To determine the probable investment requirements and 
under the concessions granted to the project by the High Economic Council 
develop a formal prospectus for the project 

3o To promote the prospectus of the project among all private 
investment sources qualified as appropriate by the High Economic Council0 

4o To assist interested investment sources to form businesses 
under the law0 

5. Through its Beard c-f Directors, the Center will then seek 
approval for qualification under the law for the businesses it seeks to
 
develop0
 

6o To maintain administrative responsibility and accountability 
for providinxg certain technical management support to industry created by theCenter and also to supervise the use of concessi ons which the investaent law
iiay have granted these industries0
 

io To protect private investment capital from abuse under the law 
and from injury of one party to the other two separate systems of appeal and 
arbitration are recommended9 

l. To protect a private inestor from unjust administrative 
action by the proposed investment Centers a Court of Appeal should be 
established preferably in the Ministry of Justice. Tvery investor qualified
under the Investment Law should have the legal right of judicial appeal on
decision rendered by the Investment Center which, with substantiated just 

This Council is 
country's Five Year' Plans. Hence, this is the basis for its inclusion 
in this recommendation. 

N- responsible .-or reviewing economic projects under the 
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cause, has brought injury to his investment, If this Court accepts the 
 3 
inaintaff a petition of appeal then the Investment Center becomes the defender 
responsible for legally proving its innocence in applying the .statute of 
concern. If the Investment Center is proven guilty of violating the 
investment law, then the Court can grant to the investor that compensation 
it deems appropriate.
 

2. To settle disputes between the investor and the Government,,
 
where Afghan law does not apply and with approval of the parties concerned, 
it is recommended that Afghanistan become a signature to the "Convention on 

the Settlement ef Investment Disputes between States and Nationals or Other 

-

States" of the International Bank for 'eoonstrnction and Development. This 
convention provides adequate third party arbitration without supercedingsovereignity of Afghanistan. 3 

Admittedly these recommendations are quite general. Much additional
 
detail must be provided. Yet. through them is proposed a process for 
developing investment laws which hopefully will achieve national support for 
 I 
pnivate investment; which will provide an institutional framework through
which administration of the investment law can be carried out effectively and 
e±ficiently; and,, which provides greater security to an investment through 
ninpartial legal remedies of appeal and arbitration ogether it is further 

hcped that in pract.ce these recommendations will correct the ills of past
:.alpr.actices under the law and serve to create and austain a more favorable 
private investment climpate in Afghanistan. 

In conclus~on it must be indicated that mary of the points
cnstdered in this report have been under disctussion for sometime. In I 
response to -.eeakn-esses in the investment laws , for example, the Asia Foundation 
has supported the drafting of a new This reveision has been includedlaw0 

Ias an appendix to the report, Though prepared a year and a half- ago this 
i.evised law has neither been foiyally reviewed nor enacted It does however 
suggest a direction in tbinping and it can serve as 
deveOrment of the law as proposed in this report 

the basis for review and 

I 
I
 
I
 
I
 
I 
I 

http:pract.ce



