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EXECUTIVE SUMMARY

A RAMP assessment team visited Helmand Province from August 10-14, 2003, to gain a
fundamental understanding of the current agricultural situation and identify the agricultural
priorities of the provincial government as well as beneficiaries of potential RAMP activities.

Helmand is a highly mechanized, highly irrigated province in Afghanistan. Although the
agricultural sector has had a good production season, certain sub-sectors are having marketing
problems. The marketing problems are exacerbated by the poor roads that make accessing distant
markets difficult and expensive. The Helmand agricultural economy is closely linked to
Kandahar and Herat as well as Quetta.

Farmers in Helmand expressed needs in a number of areas, including access to quality seeds,
pest control, storage, market access, improved irrigation, improved roads, improved animal
health, and access to credit for operating capital.

Helmand has an estimated 236,555 hectares of irrigated land, 4,168 hectares of rainfed land, and
over 5000 hectares of land with orchards. Approximately 74,000 hectares of wheat was
cultivated on irrigated land in Helmand in 2002/03 (FAO, NCOA, 2003). The total production of
wheat in 2003 in Helmand Province was estimated by FAO at 211,000 mt.

Project Prioritization - To advance the agricultural sector and improve agricultural incomes and
marketing opportunities, the following is recommended:

e The road from Lashkargah to the main Kandahar-Herat highway needs to be improved

e A comprehensive assessment of the irrigation system has to be a priority for determining
precise irrigation rehabilitation job order statements of work, and the implications of that
rehabilitation on Helmand agricultural production, particularly in the cotton subsector

e To assist farmers in identifying the quality of seed they need for increasing productivity
of grains and legumes, extension agents of CADG and the MAAH in Helmand need to be
trained

e Private seed multiplication efforts by farmers assisted by Mercy Corps and CADG need
to be further supported

e Farmers need to be trained in the use of agricultural chemicals on their crops.

e At least one demonstration plot needs to be established in each cluster of villages in all
Districts to show farmers the production potential of improved varieties of major crops,
such as, wheat, rice, and maize

e Provide water control and management training to mirabs responsible for extensive
irrigation schemes

e Provide technical assistance to farmers interested in installing greenhouses for vegetable
production in the off season

e Farmers and traders need training in grain postharvest storage and handling. Grain
storage (and drying) facilities that match the needs of farmers and traders need to be
identified and installed before the bulk of the rice is harvested

e Grain, legume, and cumin cleaning and sieving equipment for farmers and traders need to
made available on a custom basis

e Technical training of farmers, traders, and mill operators is needed in wheat grading
using a sampling mill and other mechanical devices

EXECUTIVE SUMMARY VI
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Vil

The feasibility of modular wheat milling technologies, such as the Kice mill, needs to be
made; if deemed feasible, investors for the milling equipment need to be identified
Detemine the feasibility of peanut oil pressing and tomato ketchup processing
Equipment for dehusking and separating mung beans for increasing the value of the
beans need to be identified and the feasibility made

Advocate for eliminating the government policy that limits cotton ginning to government
owned gins

Establish private nurseries for vegetables, tree crops, and other trees for reforestation
Determine the feasibility of installing animal health laboratory facilities in the private
sector

Train and certify para-veterinarians in animal health, including vaccinating, disease and
parasite control and treatment measures

Establish an artificial insemination program through the MAAH and the para-vet
program

RAMP will coordinate with MISFA and MRRD to invite any of the pre-selected MFIs to
work in Helmand province

In collaboration with USAID, review the possibility of partnering with some
entrepreneurs to create new agro-processors either directly or through a financial
institution.

HELMAND MARKET ASSESSMENT
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SECTION | — INTRODUCTION

A. Background

Chemonics International is assisting the U.S. Agency for International Development and the
Ministry of Agriculture and Animal Husbandry (MAAH) in the implementation of the
Rebuilding Agricultural Markets in Afghanistan Program (RAMP) during 2003-2006. The
project aims to enhance food security and increase rural incomes in coordination with the
MAAH?’s agricultural development policy and budget. RAMP has two main objectives: a)
increased agricultural productivity and output, and b) increased incomes through effective
linkages between producers, processors and markets.

To increase productivity and output, RAMP will address constraints imposed by the lack of cash
resources for productive activities and deteriorated rural infrastructure. At the same time, RAMP
will initiate rural infrastructure rehabilitation activities that would not be appropriate to carry out
through either food for work or cash for work programs. To a lesser extent, the program also
will support the expansion of the knowledge and use of improved technologies (new varieties,
fertilizers, crop management and protection practices, equipment and machinery) through
extensive field demonstrations, information dissemination, and efforts to develop the capacity of
private sector input dealers to meet farm demand.

During the mobilization of RAMP, market assessments will be conducted in priority regions to
identify the market structure for key commercial clusters that have high potential for increased
competitiveness. Results of these assessments will be used to design and implement technical
assistance interventions that increase food security and rural income. A seven-member team
(page iii) was assembled and deployed to Helmand during August 10-14, 2003.

B. Objectives of This Report

The objectives of this report are:

1. Assessment of the major agricultural commodity markets and identification of key
constraints to increased food security and increased incomes among rural families
engaged in those markets; and

2. ldentification of priority projects that can be implemented as RAMP job orders to
increase access to agricultural technology, expand priority commodity and associated
input markets, expand access to rural financial services and rehabilitate rural
infrastructure.

C. Organization of the Report

Section Il describes the findings of the Team in the areas of agricultural technology and
marketing and rural financial services. Information on the infrastructure situation in Helmand is
limited in this report, as no RAMP engineers were in-country at the time of this assessment. A
comprehensive infrastructure assessment for Helmand is forthcoming and will be presented
separately.

Section 111 describes Team's conclusions, based on findings from interviews, available data and
site visits.

SECTION | -- INTRODUCTION 1
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Section 1V describes the Team's recommendations for RAMP initiatives in Helmand.

Annex A lists the key Helmand officials and cooperators contacted by the Team.

Annex B presents a letter from the Helmand Deputy Governor to the Minister of Agriculture and
Animal Husbandry, outlining the Helmand Provincial Government's development priorities for
RAMP assistance.

Annex C presents a summary of a participatory rural assessment was conducted in the five most

populous districts by a survey team from Helping Afghan Farmers Organization (HAFO) during
August 5-10, 2003.

2 HELMAND MARKET ASSESSMENT
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SECTION Il — FINDINGS OF THE ASSESSMENT TEAM

A. Methodology of the Assessment

The team received generous assistance from the Central Asia Development Group (CADG), in
arranging interviews and site visits.

The team visited the provincial administration and discussed agricultural market development
priorities. An overview of the agricultural situation in Helmand was given, as well as an
overview of interventions needed to rehabilitate the agriculture sector and improve the
livelihoods of agricultural populations. Helmand officials stressed the importance of
rehabiliating the irrigation system and repairing the 45 km road from Lashkargah to the
Kandahar-Herat highway. After this meeting, the MAAH member of the assessment team, Mr.
Wardak, consulted with provincial departmental staff and the governor’s office to discuss
assistance priorities that might be met by RAMP. After this discussion, the Helmand Governor
sent a letter to the Minister of Agriculture and Animal Husbandry to emphasize the Helmand
provincial government's concerns about RAMP assistance (Annex B).

The remainder of the time was spent conducting interviews to obtain the development priorities
of the local government, farmers and traders in various districts, and identifying and observing
road and irrigation infrastructure inadequacies. Field trips were made to farms in Nad Ali
District and site visits were made to irrigation systems. Wheat, rice and produce traders were
interviewed in local markets and bazaars in Lashkargah. During the week prior to the team’s visit
to Helmand, , a participatory rural assessment was conducted in the five most populous districts
by a survey team from Helping Afghan Farmers Organization (HAFO). The results of this
survey are summarized in Annex C.

B. Agricultural Technology and Market Development
B.1  Current Conditions

Helmand is a highly mechanized, highly irrigated province in Afghanistan. Although the
agricultural sector has had a good production season, certain sub-sectors are having marketing
problems. The marketing problems are exacerbated by the poor roads that make accessing distant
markets difficult and expensive. The Helmand agricultural economy is closely linked to
Kandahar and Herat as well as Quetta.

Wheat and barley are planted in Oct-Dec and rice, mung beans, cumin, chickpeas, and vegetables
are planted in May-June following the wheat harvest. Maize, cotton, melons, and watermelon are
planted in the spring before the wheat is harvested.

To get more land cultivated under irrigation schemes, strategic irrigation infrastructure needs to
be rehabilitated. Also, some irrigation sites, such as, the Nad-1-Ali Land Development —
Irrigation site, need to have additional drainage canals cleaned in order to allow the agricultural
fields to drain properly.

SECTION Il — FINDINGS OF THE ASSESSMENT TEAM 3
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Wheat

Helmand has an estimated 236,555 hectares of irrigated land, 4,168 hectares of rainfed land, and
over 5000 hectares of land with orchards. Approximately 74,000 hectares of wheat was
cultivated on irrigated land in Helmand in 2002/03 (FAO, NCOA, 2003). The total production of
wheat in 2003 in Helmand Province was estimated by FAO at 211,000 mt.

There are three classes of wheat supplied to the marketplace in Lashkargah. Approximately 33%
of the wheat is #1 wheat, that is, the best wheat for making nan. The price of #1 wheat since May
2002 ranged from Afs 3.8/kg ($110/mt) to Afs 12.2/kg ($200/mt). The selling price for #1 wheat
by the grain traders in Lashkargah was, on average, Afs 0.5/kg higher than the purchase price
from farmers in 2003. Farmers are currently receiving about Afs 7.3/kg (US$150/mt), slightly
above the breakeven price.

The 2™ class (about 35% of the total) of wheat does not produce as good a nan as #1 class wheat.
The average margin between first and second class wheat is about Afs0.88/kg.

The 3" class wheat (about 32% of the total) has been especially poor because of the infestation
of the Sunn pest (stink bug). The average margin between 1% class wheat and 3 class wheat is
Afs 1.76/kg. Some of the #2 and much of the lower grade #3 wheat is shipped to Pakistan, where
it is milled and returned to Lashkargah as wheat flour. Traders, otherwise, are having a difficult
time selling the #3 wheat locally.

Storage of the relatively large supply of wheat is a problem for both farmers and grain traders.
To store grains and pulses, farmers and grain traders use traditional storage facilities where pest
control is difficult and postharvest losses are relatively high.

Relatively crude, diesel-powered, flour mills in Helmand mill the entire wheat grain without
cleaning and sieving the grain first and without separating out the bran.

Cotton

In 2002, about 9,000 mt of cotton was produced on about 20,000 hectares of irrigated land in
Helmand. About 5500 mt of cotton was bought by the Bolan Company, a Government-owned
organization, in Lashkargah, at a price ranging from Afs 8 to 10 per kg. The Government
purchase price was determined by the Ministry of Finance through an open tendering process.
Farmers, who sold their cotton to the Government cotton gin, had an estimated net income of Afs
4290/ha. Private cotton ginners bought the remainder of the cotton from farmers at an average
price of Afs 20.4/kg. (Note: Although cotton is widely produced, the government continues to
restrict all ginning of cotton to government-owned gins only. Despite the Government’s policy
against private sector operating a cotton gin, 44 private sector cotton gins with a capacity of
10,000 mt/year are in operation.)

The total area of cotton production in 2003 is about 25% less than last year. The Government-
owned cotton gin will be purchasing cotton from farmers at a to-be-determined price. The gin
still has 1400 mt of cotton (in 180-kg bales that meet international standars), 120 mt of
cottonseed oil that is sold locally to shopkeepers for about Afs 35/kg, and a minor amount of
cottonseed that needs to be sold.

4 HELMAND MARKET ASSESSMENT
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Private cotton ginners sold the ginned cotton, about 32% of the original cotton, at a farm gate
price of about Afs 53/kg to private traders from Pakistan. This price is above the international
cotton price and may not be sustainable.

Mung Bean

Black mung bean and green mung bean are produced for the export and domestic markets,
respectively. In 2002, about 2000 mt of black and 2000 mt of green mung beans were supplied to
the Lashkargah market. Most mung beans were sold by producers to grain and legume traders in
Lashkargah soon after harvest (November-December). Net income to black mung bean and
green mung bean production was estimated at Afgs 4500/ha and 8500/ha, respectively. Traders
sold part of the beans in the winter but, in anticipation of higher prices, stored much of the mung
beans through the winter and spring months. During these months, the traders suffered
significant postharvest losses, with some traders losing 15% and others as much as 100% of their
green mung beans to insect infestation.

With improved irrigation and higher rainfall in 2003, both black and green mung bean
production is expected to be higher than in 2002 in Helmand. The price of black mung bean
(currently Afs 4.4/kg) in the Lashkargah market has historically been and remains significantly
higher (20-80% higher) than the price of green mung bean (currently Afs 2.5/kg). If mung beans
were dehusked and separated before marketing, the market prices for such products in domestic
and international markets would be a number of times higher.

Peanuts

About 5000 mt of peanuts were produced on about 1800 hectares of irigated land in 2002. The
farmers sold the majority of the peanuts in the Provincial markets and 500 mt to CADG. CADG
cleaned, selected, and distributed to farmers about 3.5 mt of peanut seed for planting in 2003.
The average net income in 2002 for peanut production was estimated by CADG at Afs
28,770/hectare. The breakeven cost of production has been estimated at about 360 kg/ha. If
ridges are built for planting and irrigating the peanuts and weeding is done, peanut yields up to
1200 kg/ha are possible. Over 12,000 hectares of peanuts are estimated to be under cultivation in
2003. The farmgate price of shelled peanuts is expected to range between Afs17-22/kg. Most
farmers rotate peanut production every 3-4 years.

A peanut oil press, located between Kandahar and Lashkargah, has been installed by CADG who
will be buying peanuts from farmers in 2003.

Cumin

Since May, an estimated 360 mt of white cumin have been supplied to the Lashkargah market by
Helmand farmers. The relatively few traders who buy the cumin sell most of the cumin outside
the Helman Province. Cumin is in high demand in Pakistan and India, however, the cumin needs
to be cleaned and possibly powdered in order to fetch the high export prices.

Melon and Watermelon

Helmand has had a bumper crop of melons and watermelons in 2003. The yield ranges from
1500 to 2250 melons per hectare in fertilized fields where the black fly has been controlled. The

SECTION Il -- IMPLEMENTATION STRATEGY 5
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price of melons has fallen from Afs 8000/wagon load (about 300 melons) in June to very near
the breakeven price (about Afs 10/piece) of Afs 3000/wagon load in August. Most of the
watermelons and melons are bought by traders in the Lashkargah market, transferred to 10-mt
trucks and then shipped to distant domestic markets.

Tomato

In Helmand, the bulk of tomatoes are produced and marketed fresh from June through October.
In just the past two months, over 500 mt of tomatoes have been estimated to have been supplied
to the Lashkargah market. The glut has sent tomato prices down to a level below the cost of
production. Excess supplies of tomatoes are typically dried and sold locally instead of being
transported on poor roads to distant markets. Processing of tomatoes to ketchup remains an
untapped alternative use. During the off season, very low volumes of tomatoes are imported from
Pakistan.

Tree Crops

About 75% of Afghanistan’s fruit tree orchards have been seriously damaged by drought, war,
and environmental problems (Mercy Corps, 2003). Mercy Corps in Kunduz has established fruit
nurseries, in a self-sustaining manner, with farmers in Helmand. In February, 2004, Mercy Corps
will distribute an estimated 131,000 seedlings (almonds, plums, prunes, figs, peaches, nectarines,
and apricots) for a fee to over 6,000 farmers who lost their fruit trees.

Other crops

Corn, sesame, grapes, pomegranate, and other vegetables, including eggplant, okra, cucumber,
and onions were produced in Helmand. Of these crops, corn, grapes, and pomegranate were
estimated to have relatively high net returns. Net income to corn, a cash crop mostly used for
feed, was estimated at Afs 8000/ha. High volumes of grapes are being supplied to the
Lashkargah market. The excess grapes could possibly be dried into raisins or processed into
juice. Pomegranate will be harvested later in the season during a narrow window of less than one
month. The glut of pomegranates will be sent to distant domestic and export markets, though
risking quality deterioration from transport on poor roads.

Livestock

The livestock market is relatively thin in Helmand. Cattle from Helmand are typically shipped by
traders to Iran for slaughter, while cattle from Pakistan are imported by traders into the local
market. Other types of livestock are traded mostly for local consumption.

The dairy industry once thrived in Helmand. However, much of the dairy herd has been
decimated by war and drought. Many small milk and yogurt shops buy small quantities of milk
from farmers operating near Lakshargah. Dairy herd development and dairy processing are
possible opportunities for further investment. Helmand is a highly mechanized, highly irrigated
province in Afghanistan. Although the agricultural sector has had a good production season,
certain sub-sectors are having marketing problems. The marketing problems are exacerbated by
the poor roads that make accessing distant markets difficult and expensive. The Helmand
agricultural economy is closely linked to Kandahar and Herat as well as Quetta.

6 HELMAND MARKET ASSESSMENT
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B.2  Participatory Rural Assessment of Local Markets

A participatory rural assessment was conducted in the five most populous districts by a survey
team from Helping Afghan Farmers Organization (HAFO) during August 5-10, 2003. Five
villages in each district were randomly selected and the local shoura collaborated with the survey
team to identify a group of knowledgeable farmer and trader assessment participants. The
villages and their locations are shown in Figure 1. Each village PRA collected production and
marketing data according to the format shown in Annex C. Village crop and livestock
production data (crop land and livestock populations) were aggregated and projected to the
district level by the ratio of district cultivated land area (from FAO estimates) to the cultivate
land area estimated in the five PRA villages. Village agro-enterprise and population data were
aggregated and projected to the district level by the ratio of district population (Central Statistics
Office 2003 data) to the populations estimated in the five PRA villages. The five district
projections were aggregated to create the summary shown in Annex C.

Figure 1. Location of Helmand PRA Districts and Villages, August 2003

Mame of Villages

Nad Ali

1. Saidabad
2. Khushal Kali
3. Sheenkili

4. Loy Bagh

5. Noorzaei

Mari Saraj

1. Hayatullah Khan
2. Alkozai Shakh

3. Pupalzal

4. Yakhchal

5. Suor Shakh

Lashkargah
1. Bazar Sharqi
2. Wakil \Vilige
3. Balan

4. Mukhtar

5. Sarkar

Garmser

1. Lakardi

2. Hazarjult

3. Lakai

4. Kochai Darwishan
5. Deh Zikrya

Naw-i-Barikzai
1. Hazarsaf

2. Loy Kilihainak
3. Kesrabad

4. Basalan

5. Khalaj

LEGEND
District boundaries

Provincial boundaries —_—
International boundaries —
Districts Surveyed

Villages Surveyed o
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B.3 Priorities of Helmand Beneficiaries

The priorities of Helmand’s beneficiaries (farmers, traders, processors, et.al.) include

e better access to improved seed for a variety of grains, legumes, and vegetables

e training and technical assistance in pest and disease control in, especially, wheat, cotton,
melons, and vegetables

e training and technical assistance in storing grains and legumes, including storage pest
control, grain storage facility selection and installation

e technical assistance in accessing and installing cleaning equipment for grains, legumes
and cumin

e technical assistance in developing the feasibility of wheat milling

e technical assistance in dehusking, separating, and packaging mung beans

e technical assistance in accessing markets for cleaned cumin and dal from black mung
beans

e access to credit for production, equipment, and machinery loans.

C. Rural Financial Services
Cc.1 Current Conditions

The Helmand Province is experiencing similar issues as the rest of the country with no access to
formal financial services. The proximity of the province to Pakistan allows for cross-border
trade although mainly for imported items. We took a different approach in Lashkargah by
assessing the potential for small processing plants to increase the amount of goods made within
Afghanistan. Of course, many policy issues regarding conditions and tariffs and doing
comparative advantages of competitive products would be intertwined with continuing on this
approach. One of the project aims will be to link rural goods and services to urban markets and
demonstrate the profit potential of these sectors.

Hawalas do exist in Helmand but mainly serve as foreign exchange transactions or
domestic/international payment transfers. It is unlikely that the hawalas would extend credit to
RAMP’s targeted beneficiaries.

There are limited private small and medium size enterprises (SMEs) with the biggest business of
a state owned cotton ginnery in the province. We believe there are innovative micro and small
businessmen who could develop new products and services for the local market beyond
traditional entrepreneural activities. These businessmen are normally those who can take swift
advantage of any opportunities in the market.

Discussions with a local tractor dealer selling Massey Ferguson tractors elicited ideas for them to
enter some type of agro-processing business. They explained their interest in potentially entering
the textile industry. They are profit driven and prefer to earn their profits rapidly. In the case of
agro-processing, the breakeven point may take longer than their current business activities which
could be a limitation.  Also, they have concerns about the stability in the region before they
would make an investment in a new venture.

8 HELMAND MARKET ASSESSMENT
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The overarching issue is the need for lasting peace and stability before Afghans are willing to
invest in their country. They are willing to make less risky short-term investments but long-term
investments are not common at this point. Both the political and economic instability in the
country is deterring some investment into agro-processing businesses. Also, the porous border
of Pakistan may allow for the dumping of less expensive processed foods on the Afghan market.
This occurrence would undermine the chance for Afghan-made products to survive unless the
products are competitively priced and have a high quality standard.

As in Kunduz, there is a women’s resouce center in Lashkargah which provides six month
courses in tailoring, literacy and the English language. The center is also planning for computer
courses in the next few months after receiving donated computers. The head of the center had a
long list of needs that she hoped would be provided to the center including sewing machines,
fabric for the trainees to practice sewing, a market for their goods, computers, branches in the
villages and other items. CADG has assisted the center in rehabilitating their building and with
the English language courses. Mercy Corps has also provided assistance with some sewing
machines and other materials.

The women expressed an interest in starting some home-based income generating activities upon
completion of their courses. Some of the identified activities include tailoring, raising chickens
and bakeries. Carpet weaving is not prevalent in the region as there are few ruminant livestock
for making the wool. Some of the women are widows and need a source of income. Also, there
are children of female inmates who need to be assisted.

There was little evidence of any pre-formed groups or associations within Helmand as compared
to the groups we met in Kunduz. Through CADG, there is a strong network of extension agents
throughout the province. Also, the Ministry of Agriculture has a small cadre of extension agents.
Based on a survey completed by CADG, there are over 3500 tractors in the province. They were
not aware of any tractors in disrepair. Nor were the Massey Ferguson dealers aware of any
tractors which were inoperable. As part of the proposal from the Massey Ferguson distributor, a
need was expressed for the repair of damaged tractors to return them to the use of the farmers.
Further details of this need will have to be demonstrated before this part of the proposal would
be accepted.

Upon discussions with CADG extension workers, farmers and some grain dealers, there was a an
expression for credit access to support plans for building storages, buying seed and fertilizer and
small processing equipment. Some of the equipment needs included cotton gins which sell for
approximately $600 and peanut oil presses which sell for between $5000 and $30,000. Also,
loans could be used for multi-purpose and cold storages, dehusking machines and dairy
processing equipment. The women expressed an interest in buying sewing equipment which sell
for approximately $40, chicken rearing which could be started as little as $20 for 10 chickens
and bakeries (no price estimate on opening a bakery).

A local radio station is located in Lashkargah. Through this medium, RAMP and our partners
could announce news about rural financial services.

Of the wholesale agro traders we interviewed, none of them had ever had a credit with the
Agricultural Development Bank as they understood that the bank only provided credit to farmers.
We tried to meet the Credit Specialist at the Agricultural Development Bank but he was out of
the country during our visit.
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The Managers of Mercy Corps were not available in Lashkargah for a meeting. We did meet
with Keith Polo, the Agriculture and Livelihoods Specialist, who is based in Kandahar previous
to our visit to Helmand.

C.2 Priorities of Helmand Beneficiaries

The priorities of Helmand’s beneficiaries (farmers, traders, processors, et.al.) include:

e Dbetter access to credit, particularly for investment in improved seed processing and
storage facilities
access to working capital for traders’ inventories of inputs and farm products is needed to
be more responsive to seasonal market conditions

D. Infrastructure Rehabilitation
D.1 Current Conditions

Irrigation: Due the prolong war in the country the irrigation infrastructures have been destroyed
severely and needs urgent rehabilitation.

- In Nad-e-Ali ,Nawa —e-Barakzai and Marja canal and drain systems needs more cleaning
in order to irrigate the farmers fields properly.50 % of the cleaning is done and the
remaining 50 % should be cleaned.

- Some drops, intakes retaining walls need to be rehabilitated and restructured in Boghra
and other places.

- Cleaning of some Karezes in north and east part of the province for securing water for
irrigation.

Infrastructures rehabilitation: The president of MRRD explained that before the war extra
products of Helmamd province such as wheat ,barley maize ,peanut, mung bean water melon
were transported by the traders to Kandahar, Kabul ,Urozgan ,Ghor and other areas of the
country. But now due to the destructions of the roads it is very hard to take the extra products to
the other places.

Also the roads of the districts to Lashkergah has been seriously damaged. They need levelling,
gravel application and side ditches to be repaired. They mentioned in some of the roads from
districts to Lashkergah only the tractors can transport the commaodities, it is not possible by the
cars and trucks.

Currently, the Old Shamalan and New Shamalan Canals are full of mud and silt,
preventing water flow, leading to a shortage of irrigation water. Some gabion works are
needed for river protection. The lack of irrigation sources is resulting in lower yields
and therefore lower incomes for farmers.
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The Old Shamalan Canal has a great importance for agriculture in Helmand. The canal is
37km long and is the main source of irrigation for more than a quarter million jiribs of
land. Approximately 45,000 families’ farming productivity would be positively impacted
by cleaning this canal.

The New Shamalan Canal also is an important part of the irrigation system in Helmand.
The New Shamalan Canal is 26km long and is the main source of irrigation for more than
180,000 jiribs of land. Approximately 30,000 families’ farming productivity would be
positively impacted by cleaning this canal.

Under current conditions, only 60% of this land is being cultivated. With proper cleaning
and some minor repair, land under cultivation would increase to 100%. Additionally,
only a few farmers along these canals are able to double crop, whereas most farmers
would have the capability to double crop after rehabilitation of the canals.

D.2 Priorities of Helmand Beneficiaries

The priorities of Helmand’s beneficiaries (farmers, traders, processors, et.al.) include
e Urgent rehabilitation of irrigation canals and drainage serving 100,000 to 150,000
hectares of cultivated land, with particular emphasis on the Shamalan canals;
e Improved on-farm irrigation management
e Improved maintenance of irrigation canals, intakes, drains and canal-related roads
e New community-based market centers, to concentrate produce for distribution in district
and regional market centers
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SECTION Il = ASSESSMENT CONCLUSIONS

A. Agricultural Technology and Market Development

Farmers in Helmand have had problems in accessing good quality seed, controlling pests
and diseases, storing grains and legumes, and accessing markets for their products. For
the agricultural sector to advance and for farm family incomes to be increased, the
Lakshargah to the main highway from Kandahar needs to be improved; better access to
improved seeds of the staple crops and high value crops need to be made; farm plots
demonstrating production of improved varieties of the major crops need to be established;
irrigation infrastructure needs to be rehabilitated; grain/legume storage facilities for both
farmers and traders need to be identified and installed; credit opportunities need to be
made available for production inputs, storage, processing, and marketing agricultural
commaodities; processing of grains, legumes, vegetables, and fruits need to be promoted,;
private cotton gins should be allowed to operate; animal health laboratories, vaccines, and
veterinary services need to be made readily available to the livestock industry, and an
artificial insemination program needs to be implemented.

B. Rural Financial Services

Based on the economic activities within the Helmand area, our assessment concluded that
our efforts should be concentrated on increasing the processing of agricultural products.
The province lends itself to this evolution from merely trading agricultural products due
to the overall level of agricultural outputs in the region and the opportunity for
substituting imports. These small and medium producers need to be strengthened,
improved and have increased access to finance. These producers can have a major impact
on private sector employment opportunities for Afghans. Access to credit will have a
multiplier effect on the borrowers, employers and the market.

CADG has demonstrated success in agro-processing and has made strides in finding
export markets for items such as raisins. They plan to expand their processing
capabilities and RAMP can tap into their strategic plans to have impact on the agricultural
sector. Also, they have a province wide extension agents network which could be utilized
to identify potential clients.

MFIs should be readily accepted in Helmand as suppliers of credit. The MFIs will have
to test different methodologies — group lending, individual lending, village bank lending,
or credit unions — to determine which is most suitable for the projected borrowers.
Technical assistance may be needed for the MFI to reach the agricultural sector. Any
loan methodology targeted to women should initially be introduced to the local leaders,
husbands of borrowers and/or mullahs. Helmand is a very conservative area and
acceptance by these male leaders will work to the benefit of the MFIs.

The assessment team identified agricultural products which could be cleaned, processed
or stored and with processing would bring additional value to the item. Each of these
steps will require some amount of capital investment from the entrepreneur. Based on
our interviews, some entrepreneurs are ready to invest their own capital for these value
added processes. Their capital may need to be leveraged with credit from a financial
institution to meet the overall expense for some of the necessary fixed assets.
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RAMP could consider structuring some sort of debt and/or equity instrument specifically
for agro-processing businesses. This type of business investment could jump-start the
agro-processing sector, increase the capacity within the industry, provide employment,
raise the overall level of agricultural outputs for the region and replace some foreign
imports. Furthermore, RAMP’s investment could have a demonstration effect and attract
other investors to the province.

The form and details of this type of equity partnership would need to be negotiated
between all parties involved. Transfer of ownership or a buy-out of RAMP shares would
have to occur before the end of the three year program. An agreement would have to
detail the level of equity ownership, the rights of the owners, the buy-out terms, etc. The
terms should be written in such a manner that the equity investor, the ultimate owners and
the beneficiares all receive equitable benefits.

Along with the availability of credit for these agro-processing enterprises, RAMP will
need to simultaneously work with appropriate ministeries and other USAID contractors
on the legal and regulatory framework and economic and trade policies. Although the
extension of credit or equity investments should not be delayed while perfecting the
collateral laws, foreign investments laws, etc. some initial funding can begin to inject
capital into the market concurrently with the implementation of these laws.

CADG has made an impact on poppy irradication. RAMP can build on the efforts made
to date by promoting the legal economy through developing market structures and
providing credit to agro-businesses as an alternative to poppy growing. These efforts can
have a tremendous impact on economic stabilization for the province.

Dual currencies, Afghani and Pakistani Rupee, circulate in parallel in the province.
Financial institutions will need to consider their choice of currency when lending.

There are very few national or international NGOs working in the Helmand area. The
security of the area has filled NGOs with apprehension about the issue of stability. Those
that are in the area such as Mercy Corps and CADG could act as a reference for the
character of their beneficiaries who want access to credit. These organizations can
indicate their capability to repay to the financial institutions.

The RAMP assessment results from both Helmand and Kunduz provinces bear out similar
responses as the microfinance feasibility studies conducted by World Bank, IPC and
Horus Banque et Finance

C. Infrastructure Rehabilitation

The Hemand irrigation system is a vital part of the national economy, but the political
instability of the last 25 years has left the system in serious disrepair. From the onset of
construction, the emphasis was on adding canals, with little regard for the importance of
drainage. Within three years after the initial canals were put into operation, the water
tables rose to within 12 to 18 inches of the surface over wide areas of the system. The
resulting rise in salinity essentially offset the initial benefits of irrigation.

Rehabilitating the system will require major silt removal and intake repairs along most
canals, with simultaneous cleaning and repair of the drains for those respective canals. A
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detailed assessment will be required to plan and coordinate the overall system renovation
so that each successive job order addresses the water supply and drainage requirements
for a contiguous command area.

The large scale of irrigation rehabilitation requirements dictate that the work be completed as
quickly as possible, to minimize disruptions to nearby command areas, expedite the return of
cultivated lands to full productive potential and minimize exposure of work crews to a growing
insecurity situation. This means the canal cleaning operations will have to emphasize mechanical
methods, using draglines and articulated dredges.

Rehabilitation of the irrigation system will not realize full productive potential of the affected
cultivated land without at least four concomitant interventions:

1
2.

3.

improved farm-to-market roads, particularly links to the Kandarhar-Herat highway;

a sustainable road and irrigation maintenance system that is consistent with the region’s
economic contributions to the national economy;

improved on-farm irrigation management; and

privatizing the cotton processing industry.
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SECTION IV — ASSESSMENT RECOMMENDATIONS

A. Agricultural Technology and Market Development

To advance the agricultural sector and improve agricultural incomes and marketing
opportunities, the following is recommended:

The road from Lashkargah to the main highway linking Kandahar needs to be improved
To assist farmers in identifying the quality of seed they need for increasing productivity
of grains and legumes, extension agents of CADG and the MAAH in Helmand need to be
trained

Private seed multiplication efforts by farmers assisted by Mercy Corps and CADG need
to be further supported

Farmers need to be trained in the use of agricultural chemicals on their crops.

At least one demonstration plot needs to be established in each cluster of villages in all
Districts to show farmers the production potential of improved varieties of major crops,
such as, wheat, rice, and maize

Provide water control and management training to mirabs responsible for extensive
irrigation schemes

Provide technical assistance to farmers interested in installing greenhouses for vegetable
production in the off season

Farmers and traders need training in grain postharvest storage and handling. Grain
storage (and drying) facilities that match the needs of farmers and traders need to be
identified and installed before the bulk of the rice is harvested

Grain, legume, and cumin cleaning and sieving equiment for farmers and traders need to
made available on a custom basis

Technical training of farmers, traders, and mill operators is needed in wheat grading
using a sampling mill and other mechanical devices

The feasibility of modular wheat milling technologies, such as the Kice mill, needs to be
made; if deemed feasible, investors for the milling equipment need to be identified
Detemine the feasibility of peanut oil pressing and tomato ketchup processing
Equipment for dehusking and separating mung beans for increasing the value of the
beans need to be identified and the feasibility made

Advocate for eliminating the government policy that limits cotton ginning to government
owned gins

Establish private nurseries for vegetables, tree crops, and other trees for reforestation
Determine the feasibility of installing animal health laboratory facilities in the private
sector

Train and certify para-veterinarians in animal health, including vaccinating, disease and
parasite control and treatment measures

Establish an artificial insemination program through the MAAH and the para-vet
program
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B. Rural Financial Services

The following recommendations are made for improving financial services in Helmand:

e RAMP promotes the intervention of a broad range of financial services to the agricultural
sector. Local and international financial institutions will take a role in shaping the
economy in Helmand. Again as in Kunduz, RAMP will look to MISFA, new commercial
banks in Afghanistan, investors and other donors to consider Helmand as a vibrant area
for micro, small and medium agricultural based enterprise activities. As there is not a
financial institution available to provide any level of financing for the agricultural sector,
it may warrant some novel interventions such as the following.

e Similarly to Kunduz, RAMP will coordinate with MISFA to invite any of the pre-selected
microfinance institutions (MFIs) -- Aga Khan, AREA, BRAC, CARE, CHF, FINCA,
Mercy Corps, SCF, WOCCU, WfWI - to work in Helmand province. Mercy Corps is
already working in Helmand and may be able to augment their current agricultural
projects with microfinance activities. If Mercy Corps chose to extend credit, their
agricultural services would need to be separated from any lending activities. Any
existing organizations in Helmand, such as CADG, could provide character references of
their beneficiaries to the MFIs. This would assist the MFIs in selecting credit worthy
borrowers.

e RAMP will need to review with USAID the possibility of partnering with some
entrepreneurs to create new agro-processors either directly or through a financial
institution. This could be considered as a public/private partnership whereby RAMP
could support the agro-enterprise with some funds, possibly an equity or quasi-equity
investment, as a first phase. The second phase would be an agreement to buy-out the
RAMP shares by the owners or other investors before the end of the three year project.

e Another partnership which RAMP could explore is through new commercial banks
entering the Afghan market to support agro-businesses. The banks will most likely want
to share the risks in delivering financial services to this sector based on the vulnerability
of the environmental conditions. A methodology successfully used in other countries
would be for a non-bank financial institution to coordinate through a commercial bank to
lend to small and medium enterprises. This intervention could be designed such that the
financial institution would identify the clients, underwrite and service the loans and
present them to the bank for approval. As an alternative, RAMP could provide a credit
line to the bank specifically for loans to the agricultural sector and the bank would be
responsible for the entire loan process.

e Another form of investment could come from external investors. RAMP could open
dialogues with investment firms such as the Afghanistan Investment Support Agency
(AISA) and attract investors to the agricultural focal areas of Helmand. AISA will be
searching to identify potential investors from the Afghan diaspora and the European
community to invest in profitable ventures in Afghanistan.

e CADG will be making contacts with other investors. RAMP could collaborate with these
potential investors to build the agro-processing sector.

C. Infrastructure Rehabilitation

The following recommendations are made for rehabilitating infrastructure in Helmand:

18 HELMAND MARKET ASSESSMENT



REBUILDING AGRICULTURAL MARKETS IN AFGHANISTAN PROGRAM (RAMP)

SECTION Il -- IMPLEMENTATION STRATEGY 19



REBUILDING AGRICULTURAL MARKETS IN AFGHANISTAN PROGRAM (RAMP)

ANNEX A — PERSONS CONTACTED IN HELMAND

# | Name Title

1 | Haroon Agha Massey-Ferguson Tractor Dealer

2 | S. Amunulth Satad President, Laskhargah Radio Station

3 | Md. Azim Grain Dealer and Flour Miller

4 | Salim Khan Watermelon Dealer

5 | Haji Md. Shereen President, Bust Company (cotton gin)

6 | Gulam Nabi Head of Improved Seed Company

7 | Gulam Habib Director, Agriculture Department

8 | Abdul Samad Bayik Deputy Director, Agriculture Department

9 | Faiz Mohammad Director, Agricultural Extension Department

10 | Gul Dad Director, Animal Husbandry Department

11 | Gulam Nabi Director, Rural Development Department

12 | Engineer Shakir DAI Helmand Manager, Assisting Afghanistan to
Revitalize Irrigated Agriculture Project

13 | Engineer Rahmathllah CADG Country Director

14 | Jeff Paine CADG Finance Manager

15 | Abdul Gami Aubi CADG Bolan Experimental Farm Manager

16 | Engineer Sharajudin CADG Helmand Engineering Department

17 | Jamal A. Naser CADG Agricultural Officer in Charge
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ANNEX B — HELMAND GOVERNOR'S LETTER TO MAAH

Helmand Province
Department of Agriculture & Livestock

General Directorate of Liaison
August 13, 2003

To: The Ministry of Agriculture and Livestock
In respect to the Ministry letter number 812 dated 19/5/1382 replying as follow;

A delegation from various institutions headed by Mr. Mohammad Nazir representative of the
Ministry of Agriculture has come to the Helmand Province and they established a large gathering
in connection with the above-mentioned letter. The meeting was held on 20/5/1382 in the
General Department of Agriculture and Livestock participated by the heads of Agriculture,
Irrigation and Rural Development and they discussed the related issues in very details. The main
key problems as well as the needs of the area were clearly identified. It is worth mentioning that
the Helmand Province is the major agriculture producer for assorted grains of the country. In the
past, it was nominated as a Godown (store) of food. The climate of this province is very much
feasible for double agriculture production in one year. | regret to say that the public welfare
agriculture sources, irrigation channels, water drainage canals’ including transportation routes of
the region has been severely damaged by war during the past two decades. Undoubtedly, the war
effected on the reduction of agriculture and livestock production as well as a negative affect on
the interior and foreign food market price. The Islamic Transitional Government of Afghanistan
has no resources for the reconstruction/rehabilitation of the listed below projects.

Therefore, there is urgent need for the support and assistance of the international organizations
especially RAMP — USAID to assist us in the rehabilitation of the following projects.

Research and Agriculture Research Services.

Rehabilitation of 33 residence/office buildings at different locations within the province,
10 vehicles

10 motorcycles

10 bicycles

Livestock Project — Livestock Research and poultry farm
e Rehabilitation of livestock farms
Reconstruction of 10 poultry cages
100 milk cows
10 generation Oxes
5 tractors with complete components for for 65 hectares livestock farm land
2 poultry incubators with capacity of 2500 eggs.
3 vehicles
10 motorcycles
10 bicycles
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Plant Protection Department
e 2 Microscopes
e 2 vehicles
e 5 motorcycles
e 5bhicycles
e Various medicines for agricultural insects

Bolan Agriculture Investigation Farm required the following;
e 10 Tractors with all necessary components for the preparation 250 hectors of land on two
farms including tools and equipment such as are shovels, picks, sickle etc.
e Seeds such as is cotton, corn, and mung bean, vegetable, fertilizer as needed
e Wheat seed distributor
Seed cleaner
Other tools and equipment for cotton and corn cultivation
3 vehicles
6 motorcycles

Department of Veterinary and Artificial Insemination:
e Tools and equipment for artificial insemination
e Medicine for livestock diseases
e 3vehicles
e 5 motorcycles
e 2 Microscopes

General Department of Forestry and environment:
e 2 Tractors with all components

2 vehicles

7 motorcycles

Forestry tools

Fertilizer Incumbent:

Before war, the above Incumbent was maintaining sufficient fertilizer and variety of medicine of
anti-agriculture and vegetable diseases and insects. They were selling these items to farmers on
credit as well as in cash to meet farmers’ requirements. At present, the department is in urgent
need of 20,000 tons of fertilizer and 5 tons of different kind of medicine for agriculture diseases.

Agriculture Cooperation Section.
e 2 vehicles
e 5 motorcycles
e Construction of cooperation building including office furniture and equipment.

Agriculture Equipment Workshop
Before war the Agriculture Repair Workshop was fully equipped and a total of 45 agriculture

tractors were getting repair in this workshop. However, at present its building has been
completely destroyed.. It is needed that the workshop should be re-established.
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Irrigation Project:

The plan for the water irrigation system has been prepared and submitted to the ministry

Rural Development Project:

The rural development project plan has been prepared and submitted to concerned departments
in four pages.

The above work plan of the Irrigation Department (one page) and the work plan of Rural
Development (4 pages) has been submitted to you and we hope that you will pay special
attention for the rehabilitation and reconstruction of the above-mentioned Agriculture and
Livestock, Irrigation and Rural Development projects.

We request you to encourage the donor agencies to contribute their support for the
implementation of these urgent projects in the Helmand Province which are significant in

promoting the economic standard of farmers and for the evaluation of agriculture production in
the country.

Signed by: Governor of Helmand Province.
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(Projected Total for 5 Districts: Nad Ali, Gamser, Naway | Barakzayi, Nahri Sarraj, and Laskargar Center)

I. Agricultural Production Production % of Marketed
and Sales Indicators Yield Yield Farm Price Walue Production WValue
MNon-HV Crops Jeribs Tans {kgijb) Tons/Ht  [alka) Af000 Marketed Af 000
Barley - - - - - - - -
Cotton 48 358 16,405 312 1.66 8.18 151,698 100 152,898
Maize (Open Pol) 103,572 43,009 416 2.08 413 177 BET T0 124 276
Millet - - - - - - -
Rice - - - - - - - -
Wheat 203,721 148,170 438 2.44 5.28 778,716 39 204921
Total Mon-HV Crops 456,651 207,675 458 .27 535 1,110,501 53 5B3.095
Mition USE @ Afg® of 43.00 $ 23138 12.148
HV Crops
Vegetables -
Bean (French) 3,330 381 17 0.59 9.30 31835 93 3,373
Bean (other veg) 11,832 1,334 113 0.56 5.84 13,128 72 9,408
Broadleal must. - - - - - -
Cabbage - - -
Cauliflower - - -
Chili - - - - - - - -
Cucumbeer 8,829 18,587 1.873 9.36 0.61 11,245 75 8,498
Eggplant 2133 502 235 1.18 247 1,242 35 447
Garlic - - - - - - - -
Ginger - - -
Green pea - - -
Maize (Hybrid) - - - - - - - -
Melion 27 27 30,110 1,020 545 0.72 21,763 TG 16,482
Mellon, Water 36,276 44,080 1.215 5.08 0.23 10,213 58 53,891
Okra 9,387 2,112 225 1.12 0.87 2,048 47 859
Onion 2854 4. 164 1.444 T.22 1.88 8,030 82 5,608
Other leaty veg. 1.776 3.075 1.7M 565 1M 3115 41 1.281
Puotato - - - - - - -
Pumpkin - - - - - - - -
Radish 131 58 450 225 17.23 1,013 80 B10
Tomato 5681 1,767 30 1.55 1.24 2,186 75 1,634
carrot - - - - - - - -
Turnep - - -
Zagher - - - - - - -
Cumin 4428 284 G4 0.32 17.50 4974 g8 4 B73
Pea Muts 7.833 4250 043 2.71 14.43 61,322 100 61,322
Opium Poppy 5,802 138 18 008 2471234 382 B5T 100 282 857
Legumes
Blackgram - - - - - - - -
Mung Bean 0117 15,275 70 0.83 14.38 219,648 7 168 938
Lentil - - - - - - - -
Chickpea 242 64 265 1.33 11.00 ToE 895 aro
Soybean - - - - - - - -
Edible Ofs - - -
Mustard Seed 171 i 444 222 17.70 1,159 80 1,223
Olive - - - - - - - -
Saflower - - -
Sunflower - - -
Fruits
Apple - - -
Apricot - - -
Cherry - - - - - - - -
Graps, Fresh 5.940 B.183 1477 T7.19 11.25 82,036 72 66,499
Grape, Raisin - - - - - - -
Mulberry - - - - - - - -
Peach 131 58 450 225 §.00 153 80 282
Pear - - - - - - - -
Plum 5 2 430 225 5.00 1 B0 7
Pomegranet 1,311 1,548 1,178 5.50 10.98 16,972 72 12,237
Muts - - -
Almand - - -
Pistachio - - - - - - - -
Walnut 10,077 3,924 389 1.85 14.50 56,875 101 57.663
Total HY Crops 229,757 136,191 592 2.98 6.7 BGT 957 88 TE4.451
Mition USE @ Afg® of | 43.00 $ 18.082 15.926
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Annex C - Summary of Participatory Rural Assessment (continued)

HV Livestock
Population Mumbers
Beahives
Chicken, com. -
Chicken, rur. 381227
Cow 74,0456
Goat 55,326
Sheep 100,152
Ground forage:
1,882
8,148
4,858
Production % of Marketed
Production Farm Price Value Production Value
Meat Tons ELLA] Af'000 Marketed Af000
Beef 1.124 T6.068 83519 - -
Chicken, com. - - - - -
Chicken, rur. 400 6287 25,162 - -
Goat 488 58.67 45,230 - -
Sheep 574 114.16 §5.586 - -
Total Meat 2,567 BE6.59 222497 - -
Egg ‘000 (affegg)
Chicken, com. - 214 895 - -
Chicken, rur. 50,336 010 5,057 - -
Total Egas 50,338 4.37 219,952 - -
il Tons (afkg.ltr)
Cow 21473 4.64 99,620 - -
Total Milk 21473 - - -
{afikg)
Ghee 629 - -
Honay -
Ground forage [Je)
Annual 7,185 -
Perennial 4122 -
Total 11,317 - -
Tons (afikg)
Total HV Livestock 38,503 G.06 233494 - -
Milion LSS @& Afg® of. 48.00 $ 4.864 $ -
Total Crops, Livestock 174,694 12.66 2,211,953 51 1,347,546
Mition LSS @& Afg® of. 48.00 $ 46.082 $ 28.074
Il. Agro-Enterprise Indicators
HW Ag Farmers Mumber % Female
Male 33,023
Female -
Total 33,023
HV &g Traders Mumber % Female
Small 3,779
Large -
Total 3,779
Off-farm Enterprises Mumber %% Female
Micra 255 {Micro: employs <3 workers)
Small - (Small: employs 3-8 workers)
Med-arge - {Med-large: employs =8 workers)
Total 255
lll. Population, Land,
Organizational and Input
Supplier Indicators
MNumber
Population 401,294 Mo %
Households 55,385 Actual farming households 3B 112 68.8|
HH Size 7.256
Villages 180 Wiorkers employed outside area T.755
Cultivated Jeribs
Irrigated 375,985
Dryland -
Total 375,985
Farmer Organizations, Mumber -
Male Members l:3
Female Members. -
Total 8
Registered Cooperafives
Agro-Vets
Qilseed Pressas 327
Faed Mills 87
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