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, 1iNTRODUCT ION 

Under the jufiediction of the He enand Valley Authority lands of the 

Heistand Valley are bein. developed for increased' production. Two dams have 

been built, providing a cons'tant yeararound supply of irrigation water to 

approximately 300,000 acres of irrigable land. Primary distribution and 

drainage canals have been built to Service most of this area, Soil clasi 

fication, cadastral survey, research, and extension education programs are 

established and their improvement is being assisted throuah ATD technical 

ass isteance. 

Agriculture, as -practiced by the farmers and settlers of the Valley, 

is primitive, and the literacy level of the farmer is very low, Although 

so-ae improved practices that would contribute t the s welfare are 

now apparent to him, he is, in a majority of instances, unable to adopt 

them because of the absence of the necessary capital'resources. There is 

no system of inst.itutional credit available to farmers in the Valley. 

_e only cr-edit available to most farmers is that provided by money lenders. 

viz., landlords and merchants. The cost of this caoital is so high that it 

is used only in the case of dire need of providing the food and clothing for 

subsistence° This cost is much greater than any prudent farmer Would ay 

for risI, cap ial to be used for market production. 

L-t. is fully recognized by officials of the MT and AID that future 

proRgress in the development of ag iulture in the Helmand Valley will, to 

a l rge degree; depend upon the development of a sound system of institutional 

credi that will serve both landowner and tenant to the extent that he will 

be able to improve his living standard and contribute to the supply of 

produce for the mar-ket 0 
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IMany reports and paners i r recent years have 4U117 thisAtaed 

situation. This report will not attermpt to restte the situation but 

will be directed to recommendations for a solution to the credit p-roblem6 

Annex A to this report is a list of suggested reports and papers dealing 

with various development programs in the Ee-mend Valle-y0. 

CE,.DIT PRIPO3AL 

The Agriculture and Cottage Industries Bank which was organized in 

1.95h operated for a few yees with policies end procedures that have 

nroven unsuccessfnl 0 In recent-years its lending activities have been 

limited to a very narrow sector of .the ag-ricultural needs6 The BA is 

at the present time studying ways and means of reorgpnization and capitai­

ization0 it is a instittion that could offer the fiscal mechanisrL for 

a credit program envisioned by this report, and the system proposed for the 

Helmand Valley might contribute to the future operational policies and 

procedures for the reorganization of the Bank, 

it is therefore proposed that:'. 

1. The Agiculture and Cottage industries Bank establish a branch at 

Bost with field offices as needed to serv ce a pilot project areao The 

'Bank will assign the best management staff aailable to the branch0 

20 A meaorand of understanding will be prepared and signed by 

appropriate officials of the Bank. HVA; and USAW]] establishing the 

responsibilities of each in the implementation of the credit sraten.. 
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35 The policies ?overning the operation of the Bost branch il be 

approved by a policy co jaittee composed of the President of the Helmand 

Vallet Authori-Gt-v the Yanaer of the Bost Branch Bank, and GOnerai Director 

of Agrieulrwce 0 

Le An initial capital fund of 15,OXOO00 ifs. will be established as 

a loan fund for the operation of the Bost Brunch0 This fund will be separate 

and apart from other capital funds of the Agriculture and Cottage industrie 

Banko The fund may be made availabla from resources of the Afghan 

Governman% Agriculture and Cottage industry Bazuk, The Relmarnd Valley 

Authoriyty budget, and from PL 180 funds as orovided in the memoradm of 

understanding, Additional funds will be requirsd depending upon the success 

of the system and the desirability for expansion. It will be recognized 

that loans from this fund ui'l be made under experimental policies and 

pr.ocedures and that losses in the first year's operation nay exceed that 

which would b_ expected after adjusteDts w-ere made based on first-year
 

experience,
 

5. The system of operation by the Bost Branch i-ill be a s'xper-vised 

credit system0 A supervised system of credit means bhat- credit will be 
N 

extended :ith farai management guidance which inolhdes planninw sound 

oosrtions, establishing nproved Practiceso 311perVisioa Of operations2 

and the keeping of production and cost records, Loans are to be based 

primarily on potentinl income and debt-paying ability reh than collateral 

available and financ.al net worth. -Mortgages will be taken on crops,. livestock 

equient and real eotate to the extent possible to protect.the B,k's 

intere3t., 

http:financ.al


The organizaulcfn of the "ost Branc will be in keeping woith the 

policies established by the Policy CoumitLeea it should serve as an 

example of modern business pracices, inciunding the cleear assirmzents of 

rasponsibility and personnel management that wil assure ti,.Iely service 

to fp a applicantus0 Loan officers should be employed by the 8ank who know 

-and understand sound farm practices as reflected i-n an application. and Lar

plan. Field supervisors must be employed ,ho are syimpathetic to farm 

problems and can be trained to plan and service sound farm loans. 

he operation of the pilot credit. system will be the sole responsibility 

of the Bost. Branch Bank in keeping with then po~ici.s established by the 

Policy Committee, Policy, and operation procedures ill be developed for­

this Branch without regard to present policies of the Bnek e:cept as they 

mav pertain to basic laws of the country or the Charter of the B.nk0 This 

operation will be crefully coordinated with other sGFiculnurel propvams of 

tthe alev-o i n he Pirst few vears of operation loans should be made for 

sho:.t and only .ediura4erm plans should beourposes In future years 

cdeloped for the making of long-term loans to enable farmers to acquire 

or laprove Short-ter. for one year or less "-.illland resot'rces. loans 

use 'b•fr;h-for annuali op.rauio.a"', *purposeso ei,', l oans' us to five years 

:ill be nade to enable farmers to acquire capital it6ns, such as po-ers 

rpcn.ner'y- _ The by theand lvestocko credit system. uill be featured 

follo.:* n. procedures in the loan-,makina process. 



l~Resourcetie 

Prior to loan making in the pilot area resource guides will be 

developed for each district served by a field supervisor , The guides 

will reflect recommended cropoing systems, production costs, average 

yields, and retarn The.development of these gaides will be the responsi.­

bility of the Bnk with the assistance of agriculturists and outstinding 

farmers of the different districts. The guide will be used by the Bank 

- supervisors as a tool in the development of realistic farm plans thnt will 

serve as a basis for the extenson of oredit, 

2. Ay2ication for Loans 

application II 

be submitted to the Bank by the applicant farmer as n-.s oficial request 

for loan service, The application will identify the farmer, his location, 

A 'simple, one,-page form W35 be developed that will. 

his financial status, and uill reflect his request for -a loan. The -appli-­

cant -aii secure an applicption from the district supervisor in his district 

-who will assist him, s needed, in filling out the application (Sample 

Applicaticn For-i, Annex B) 

3, Eligibilitv Committees 

An Eligibility Cownittee will be appDolteO in each district o 

the Policy Coam.tteeo The ligibility Committee ill be composed of the 

B'tenion Agent in the dist2: ict and two coutstanding fa-.ers of the district. 

The EltibiJ.ity Gonrrittse will meet on c]_l by -the district Bank suoervisor 

to consider applications for eli~ibility. Honesty, integrity, industry 

ond beckgrourd experience should be bhe basic citerie considered0 The 

Dank supervisor will notify applicants who are determined ineligi.bleo 

I ­
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L0 	 Farm Plan 

A farm plan will be developed by the Bank's field suoervisoi with 

the applicant lh.o has been determined eligible by the Eligibility Gomitteea 

and will determine the soundness of the proposed plan of operation. The 

plan will reflect the crop and livestock producticn and expected return. 

It will also reflect production and fartily living costs, the !oan reonire-a 

ment, and repayment schedule. (Samp1e.F7rm Plan, Annex C) 

5 	 Loan Approval 

The 8ank 9s district supervisor will write his recoimnendat ions in 

the appropriate place on the application and submit it with the farm plan 

to the Branch Pank for approval or disapproval by the loan off'icer of the 

Pank Applications should be handled expeditiously so that credit will be 

available in time to meet the farmer's needs0 

6z 	 Loan Disbursement 

Loans generally will be dispursed in kind or by purchase cer-N. 

cates that will be honored by supply facilities established for the roject, 

otner L- facilities, or merchants. 

7. 	 Supervision and Servicing 

The Ba s dis-t-otu supervisor will prwe e a file folder for 

aich barrowe in his district it will contain a copy of all documents 

partr*-nin- to the loan, such as the application, farm plan, and disbursement 

e--3 collection record. in addition. the folder will contain a forn for 

recording the visits made to the farm, with notes as to pro ess being made 



? in keep ,h l o Ts 0 

by the arerin k ing. ,th te popration. I sis t aS- s"d 

be made as often as needed to assure Frosr use of items provided in the 

loan to advise the farmer on practices agreed uDon in the farm plan. The 

supervisor will also assist the farmer in keeping his records up-to-dateo 

8o Collection 

Borrowers will be required to pa7 their debts to theB8nk iY ac-' 

cordance with their agreements in the farm plan and their ability to payo 

When borrowers have acted in ood faith and have made every effort to pay 

uheir indebtedness out cannot pay becacsa of circumstances beyond their 

control, future servicing action will -be consistent with the best interest 

of the borrower and the Bank. 

9. Year=End Analysis
 

At the end of each crop year the Bank's district supervisors will 

schedule meetings with each farmer borrower for the purpose of analyzing the 

year's operation0 Discussions should be concerned with the success or 

.ailure of %practices,cropping pattern, actual income as compared to planned 

income, financial position as compared to that at the beginning of the yeaer 

and the credit requirements of the fa.mer" for bhe coming year0 a special 

report for-im will be prepared to record p3rtinent ,infori-ation on borrower 

proqress A tabulation of the results of thins analgais eXercise will serve 

as a is.easurinF device for the success of -the total lending p ."ogran, the 

objectivs being a general improvement of the financial position of the Larmere 

Landowners, tenants, or ."oups of farmers may be eligible for .a 

loan. 
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Should this proposed pr gram be i.i'atsd, it-is suggested that an 

a ministrative budget be provided that ..il enable the dost Branch Bank 

to staff fully its office, employ 8upervisors needed, and provide adequate 

transportation for its employees. This budget should be provided by the 

Agriculture md Cottage industries Ban bit may be sapplemen ed by RGA and 

SAID o 

The selection of a pilot area should depend on its location, productive 

capacity7, and its being represehtative of credit problems in other areas 

of the Valley. It is recommended that Sharo.alan district be used as the 

first and pilot area for the credit progmra.n 

0BSERVATIONS BEARING ON T.E D'ELOPMENT OF A CREDIT PROGRAI 

The political imosphere area being considered.and economic rithin the 

for the development of agricultural progr_ras will affect -the degree of 

success and the rapidity with which progranms develop0 This does not mean 

that we should postpone,the developnent of a credit program until all 

possible impediments are removed or contributing programs pre fully 

developed, but wte do need to note unfavoraole fators for future considersation 

ot the responsible people. 

io It would be des-rable 'to have a .ationa Cooperati-e Act adlainistered 

by a Departmient of Cooperativesa Such a department\wJould have two primary 

functions° viz., promotional -nd reg-ulatory. The prooticnal section should 

help in organizing ccooarative societies ;-here an established need exists, 

rain local leaders in cooperative and business techniques5 conduct programs 
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of educatioon for !neribers thezeneral publio, -..cooperatizres and d 

generally create the cl-i'ate for coopeative davelopIeat tbrough favorable 

lesislation and the encouragen'ent of a health-- public attitude toward 

cooperatives0 The regulatorr section_;ould r,.ister cooperative socievies 

audit operations, arbiUrate disoates, handle liquidations, and insue 

compliance with the Cooerative Act 

Although cooperatives may now be legally organized, a National 

Act and a responsible department would lend stability and a public con­

sciousness of the opportunities offered through cooperative effort. For 

developing countries cooperatives have played an outstanding role in 

seourin!' services needed by rural people It mst be rememberedb hciuever 

thpt construictive cooperative development is slow and tbat the mere 

organization of a number of 'ooperatives does not in itself constitute 

a movement 0 There mu.st be cohesion, e colcotire l.l1, a spirit 01, working 

together for the common :ood, aid a desi-re to q-row an- prosporo This 

atmosphere do~s not now exist emong farmers, therefore, it has not been 

recinenedto choose t his meihod of devaJlopment for, credit at this tizmz0 

Ybepi;nin in t ne de'el opaent of cooperatives or farmer associations mav 

be desirable in the area of input supplies and map'keting. 

20 Land reform in the Helmand Ialley should be a subject of oonuinaed 

study. in so doing procerty rights of present o.mers should be fully 

recocrnied and reasonable tenure and crop sharin should be assured to 

tenantso
 



3'.. Creoit worthiness of applien c f _,oir.'t fro en instnwc2.onol 

aff :tcredit syst em d -oens .3Lr ors _Cepncity;C to recay'. F..ctos 

over w;hich a farmer -Throuhgood mna-;crienb enS inustrv cain xrcmse 

control are: (a) type-o of farm operation; (b) produc-Gion, yiel, and 

q- -ality'(c) size of business; -(d) 1n.ig t planniun; ad (e) control 

of disease and insects° Factors over which the farmer has little or no 

control are: (a) the cost and availability of his supplies; (b) natural 

.tactore (weather); and (c) markets. 

The careful screening-of credit applicants for honestjy integrity 

and management ability is an essential practice in sound loan making. 

Background experience is usually an essential of management ability. 

The pgactics of selecting settlers for' f-'rm units in the Valley who have 

not had background experience in the Va.lley or snfi-lar areas will likely 

result in their being ineligible for institutional caredit'. 

If production goals are to be -met the Government should exert 

every effort to regulate fairly the factors over which the produce- has 

little or no control. Weather cannot be controlled, but supply and 

marketing are factors that can be regulated. Cooperative effort by the 

producer can control, to a degree these factors if such can be done in a 

favorable amosohere. The present system pr acticed in Afghanistan of 

using export agricultural commodities as a source of revenue not only 

penalizes the producer but acts as a disincentive to produce a product 

badly needed in quantity for foreign .-- change eatn-ngs. One of the factors 

to determine the soundness of a Loan i5 the return that can be exec.ed 

in the market place. 
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n .Anothner cor.lUdon necessar- the Vuntica.r of a soln1 credit 

system is a good farmer eduostion pro-ra'm Every means of comimounication0 

shoulld be used to bring to the farmer the results of research and oroven 

practices of production. Lines of communication can only exist when 

Sconfidence and-respect exists betw.een those coyonicating. Present 

Extension Elcation efforts will have only limited success under the 

present system of assi.ning the Extension Agent responsibilities of 

regulatory actions, by the Government. 

5, Consideration should be given to the developmient of incentive 

programs bhat -would encourage producers to grou products needed for 

domestic end foreipn markets. 

6. A study should be made to deterrmine an econoric-size unit for 

settlers° Future units should be gaged by these findings and ways and 

means for adjusting present holdings found. Credit might be used to 

accomplish the latter 

The i -lementationof a credit program for the HelmarA Valley may 

follow the suggested plan or some variation depending on the willingness 

of the various agencies to participate If %hofficialsof the HelmandN 

Valley are deternined in their desire to develop a crelit systef, US"ID 

could offer valuable assJistance in technical t'upDort. for the endeavor0 

The particip tion of the Agcricuiture and Cootage Industry Bank in such a 

devealopment progr.m could be :placed by another established or new 

institution should the choose expand at this time0hk not to 
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Should the PNVA decide on an irffnedia.e developxent in the credit 

field and desire the assistance of USA D in that develo,..ent, they should 

take steps to. (1) establish responsibility within the organization of, 

thekuthority for credit, and (2) advise.USA!D of its desire for assistance. 

. USAIC credit.'Recommended technical assisttnce for the development of a 

program as proposed by this report w.%ould be as follois: 

l. One full-time credit advisor to assist the AVA and a banking 

institution in the development and trpleimentation of the program. 

2o One consultant for up t6 ninety days to -ssist in the development 

of policies, procedures, and loan forms. This consultant should be 

Avasilble approximately six months after the arrival of the first advisor. 

3. One fullotime credit advisor to work with the field staff of the 

Icredit institution on loan malin, superyision and the servicing of lo-s 

This technician should be available as soon as field staff employees are 

recru!ited to assist in a training pro-'sn on field operatiOnSo 

A training progr -, should be develcped on a continuing basis for 

em.ployees of the Bost Branch Bank0 The proo'am shmild include on-the-jz-b 

training as well as trainng in the UoS. and third counmieso 

fDarral A0 Duni 
June h 1966 



InEX A 

Reports 	 and papers on development in .Helnand Valley 

1. 	Economics of Agricultural Production in H-elmand Valley 
By-Ira Q1 8tevens, Bureau of Reclamation 

K. Tazit Helmand Valley Authority 

2. 	 The Heliand Valley, An O'verall Reyiew 

B'p-Jobn S. Benz - EoNo Holim-reen 

3 	 Paper - Draft of loan request to IDA. Includes a history 
of Agiculture and CottaRe Industry B3ailo 

o 	Agpioulture Development in Afghanistan
 
Revert R. Nathan Assbciates Inc.
 

Paper prepared for use or Ministry of Planninig : 1 preprAion 
for Third i-ve-Y-,ear Plant 196" 

Faculty 	of Agriculture
 

6. 	 Afghanistan 
-arja irrigation DraLnage end Settlenent Project. 
By-,The Helnand Valley Delegation 

7. 	 ?roposed Incentive Prograr., for H-elmand Valey 
By-Ira 1, Stevens. Ag. Economist
 

U1S, Bureau of Iecla_.ation
 

8. 	 Proposal for Irzediate Steps in Plan of Action for Developing 
a Helnmand Region Rural Credit Program.e 
Bymayntond T, Yoy-er. Ag. Economist ­

J.Go White EngineeringCorp
 

AoGeneal Plen For an Agricultual Cre6it Frcra in fghanistan
By-Zditwi C. Jebnson 

Agri culure Credit Consultant, 



__ 

1 

A~ame -- ---"-"Father's Name, fif) d &.Iwar 

Location
 

Ages of Persons Husband Wife Sons Daughters Others 
in Household 

Years of Experience Farming Amount Borrowed Last Year _-_-----_--


Jiribs Oimed _ Rented From Whom
 

Name of Landlord Income Last Year from:
 

Term of Rental Lease . yrsQ Crops - _ _
 

Share of Crop Produced Livestock-Lvstk Products
 

Inputs by Landlord -Other Income
 

Inputs b) Total:
 

FINANCIAL STATEI2NT 

What I Owrn What I OvePro'Jribrty ""' 'Due Interest Annlo. Behind, IUnpai 

Kind of Proerty: JiribsValue Name/Creditor Date] Rate Pymb Sched 4 Balance 
Farm Debts on R.E.. Afs Afs i Afs 
Other R.E.,, - I 
TOTAL R.E. .. ....... 
 _ 

Livestock--Kind: No. Value
 

Total Debts on Real Estate . . ...
 

Debts on Chattels
 

TOTAL LVSTK:1 .­
Machinery-Equip'.: -... 

Total Debts on Chattels
 

-Other Debts 

.TOTAL M &E:
 
Seed & Supplies
 

Growing Crops 
Feed
 

Cash on Hand
 

Other,
 

Total Other Prop- &,,, Total Other Debts
 

Total awned Total All Debts "
 



For what purpose do you need a loan?
 

Date __, _ ........ Sign.ture of Mark
 

.4,
 

Committee Certification: 

For the loan requested, we certify that ;,he appli6Lnt has the character, 
industry, expei-ience, and ability to carryT on a farm operation and in 
our opinion '-lhonestly endeavor to accept supervision in doing 'So. 

Signed: Eligibility Committee
 

Chairman
 

.1, 
 Member 

Member
 

Supervisorts Comments on Application:
 

Date: Signature
 



ANNEX C- -'__ 

FARlM PLAN! NPIE ___ ____ 

OWN R IDT SlRI 

FROM Day_. -Month Year- TO Day- Month Yeaxr_ 

CROPS GROWING Olt TO BE, GROWN. t 

. .l,. tt rold 

... . .. . ,- _ _ l no on _I 

LIVESTOCK AND LIVESTOCK PR // 

I 'o< e.FForm be P'caod od Value 
_ _ i n__d. . ._ . . .. -tII. _ _....... . d. . $ . . .. i I.... ­

---1- ... K.. . . ._ ... . . . '- .._. 


'~-~~ ______._1_. _-__ . .. 

. ... . ... ...-]--7.- -- _____ ______ .----. i..--.------.----t..-----'--.l---- '-----
Total, Valu.e SoVI ...... . . 
Othe'r ln(:ome2-.r-hor: 
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£rMti EXPNS2M" 

A.. ........,. .. . . . . ..... .! 

Hoiate Bxoense I A-.,mmnt 8e Loened Baane o Yj,,
 

TotlAl.anco orT:
 
_o_ __I, _L," .__-_ _, 

To' al___ Far ndome 
Total arrndjxsse 

. .... . .. . . I.. . .... . i_ _ 

and1 ,09n 
.. . . . ...... ... .. . _ _
 

Capital Goode to be Purchased 

'Tobal Loan 

__" dts._ ____"Second 'o(carfrd Th&i, Povn-th Yer .Fi, t' o 

RI.PAYME.'...T 0-F L. .-­




