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AID assi e tane« to tbo development of Afghaniatea»a private 
industrial sector pTt3«»ate an Interesting c-Mto »tody of 
both what can be  lone and what pitfalls **"* *> be avoldod. 

A modest "Private Enterprise Program- wa« *t*rt«d in 1964 
in response to the Rojal Government of AfefeAftlatan'o (RGA) 
concern about a growing lack of dynamism and problema in 
the public industrial aactor which by that ti»« controlled 
some thirty of the larger planta.    A subsequent conaider- 
ation was the need to create more industrial Joba for a 
growing nuaber of educated unemployed after the ROA had 
decided.,to make a major effort in the area of University 
education. 

Originally the programe was etarted as a private  investment 
prorifîïaùaQ aiaed aü attracting the foreign investor through 
the preparation of a 'nuaber of feasibility studies.    After 
a conaiderable analytical effort, eight fields ware selected 
for pre-inveetaent iwaaibiiity studj.es vaniaax casings, 
¿¡huepskias, cigarette manufacturing, corrugated boxes,  apice 
ana Derb procésala«,  carpet manufacturing, KaraJcux processing 

•.ai tourism). 

Upon completion and R<** approval, each feasibility study 
*aa given a reiativ«!^ wide promotion mfort aaoag potential 
u. 3., »uropaan and Japanese private inveetora as well as 
i ending   inatitutiona.    By and iari¡,e,  tnia approach vas 
unsuccessful.    Thua, la 1%6 the direction of the programa« 
was changed radically toward the creation of a proper 
tnv«jíí6aent clima t.« whloh would primarily attract indigenoua 
investora rather than forelgnera.    In asking this change 
it was assumed that If the uoaeatic investor would success- 
fully move aaeaa,  the roreign investor was likely to take 
nuiilce and folio*.    This assumption proved to be eDsentialiy 
oorreot aa may be noted from the story which follows. 

A very large pax*t of the favourable resulto achieved so far 
is due to the positive support given to the programme oy 
uhe iu«hoat levels of the KGA,  &u weil aa by  mdiviaual 
private Inventora.     In    particular the f jxa* Chairman ut t>u* 
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esorta to p.o*ote ttic.nf /    7     ^*1*S* ^ *** 
a- »ell ,. « tliaia^ *;• °' *Ûe prlT^ 1-u^-a.l sect,, 

attributes to tue a*££ ^ ^^ *Cb±«"á ** *> * 
fi» xro. Chic.«   li * a CantlS"^t c«mut^ wixcago, which waö aoie ti) fi ,. 
aüviaors.     »... tllree °le *° «•" • «U tei« ci 
financial max, ^Tt IT!?       "       lnveet-nt «•«*«, a 

^A Priv*t« iadustrlal aaetor. 

I2,       ,jMrJ3RJfiá2BJSSL: 

*•• *«y «.o tú« aucca.» of tjm t._,«4 

Forti«» «ad Sca.«t4r ».<    . '      * th* P««ügatloa of a 

»«"•tor. «*h „ ¿L     'TZLÜ ' t0 *"* prlr"' 

«1». «at mamtrr     L.Z7     «"»1««. «Umita, «*, 

it« itai«xi." TIT?   ^—»n« «u«. * 

"»*•.   i» 1»»7.   til. .„.««•, °r •""""••     • 

*» «««t of tti, c^ 

«>. »tatui l»eSCora "   -ef ,    ""^t'-    " «« 
« App..!-1. .,u=u ^'«tin«.^: "!'e *••• ' '~*-- 
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*)ribfcîJi: nfld -scidal-^ita summed at  the lower levala oí" 
the .ICA, ami cotioa-cexii advisors s> help them in overcoaJLne 
those dim cal ti» 3.   ?:ha7 Ueáaa to file  investment applic- 
atila.    Scû3o<v-enti7, t j« Invaatmont applications bad  b«on 
approve* su oír Oc vahar 4, 1970 out of a total of 210.   About 
j?J per cir.t OL"   -üese ara export oriented anú a total or   22 

"rñ riie,t ü?   f --«iiin  LCVfiators,  such as projects for a   £2 
-illlsa ßharaacsa&ioal plant (Germany), for a large soap 
Victory iPajnaraa),  and for a foaa rubber plant (¿¿island) . 
ioo.it pO appiicationa were either rejected   or abandoned 
»nil a otners are  still awaiting action by tue ¿ornai t to a. 
i'hia proved conclusively that given proper surroundings 
Aighan buainoasxaen appear to be eminently reaponsive  to   t:iao3« 
incantivea which seem to operate 30 lell in the Weatem   world. 
?ricr to 19o7   Where nad bean' doubta about tùia. 

3ut of the abovfl  total number of investment application», 
fifty inveatora  have now eatabliaaod new industrial 
aatabiiaaaeats  uuch aa rayon textile ailla C15), main 

proceaaiag C9),   animal casinga,  roaa  esa-mce, v;iaa malting, 
chinchilla ana aiai fur production,   throad production, 
vital furniture,   -ile:;, pharascíuticetr: and <» awno-r ^ 
service industries auch oa dry cleaning establiamnoacs. 
£h*  total «mount   actually invested in th-ao plsnta  sine» 
•%7 coaea to about 45 million and taay employ som,; 3,50c 
workers. 

«ail* ti* multiplier «fíeos of this small effort ia consid- 
>:',:':'   '*""   ia  aoa-  r-aarkiiile  that ail  this development 
:»: -A ^oe la  tüa absence of industrial credit facilities« 
'   •-•-.•.,   <::r.e »noie  arrvr of it I-.iat  rudiaeatiry privat3 

..•.',-:jr .TU-.• Jrcittj  r'ácllici.'is,  ¿mica usually exista even   Jji 
•.--•   ;.îV,î„O»I«-:   .-î^v^cri's,   ia xlaost  "otjily »aai.ne  in 
'--•..-.aix^in:.     iV»n comercial ersui'«  ^roviiod by the  few 

•va a   ;o  -y. 
a  --UU3-.-.-Ü.   .>^liiini:   -i-,a- 
''.¿•':-,    J:"'',    .i-i'i   ffl :,a   3'H»:uit. 
rtr-^eiy   ¿c:r;s   in is?»;!. 

ins Lr.-it-tors ?rith   .-ida- 
•ì  i-iiiï f:.-r indus =ri¿>l 
r   TU ,-owor l'acuiti.*»«», 
¿~   '.¿~:;  ..roblen,   th« 



«i nado «valia me »boa* P• 

<* -» Mu0t,lal hrtV.0fï.b"r" ÍW "" "«*"*«t 

«•• «I« „„,,or „ 

-stablitha^t oí 
ora-    Tf>l3 was don« thro^h +K 

- «»MU. invect,,' , JL'V,"7 •«"«-•   fe.t or 
*>«« ft» oark,ts       _1:.*"*^ lc «*• »a»,  «th   * ,n 

~:°.rr -—-" - car- *- 
" J~*p,  nausei y  . ... 

iaaaciRtf to 0*i«f-< Pension of .„i-,,,. . 

*•«* oí I? Ct WÍU^ •• far taa beea d   ' *3al^* fro« 

"erlcvaturti Sam, H°»«er. 8lM, ta       •"nt *» P«s 

III. 

•ail« «nota,,. -      °B* oí *h«. i. *. iT    trea 

"•îï^A„-~.~ „....„.„, 
8h ^<*»G  surport; io J^  I,roao««*. <i¡: 
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JZ*T" tU* *" b,CM* tta ""»*"•» »—» i» a. Plance, co-ordlMtioa «d dT.lopwnt of th. If«)», 
total i«*»«,,.    B.« wJa# „mBle ^»- 

1968-69 tankui «xport, „». ^ „^5 ^^ or 

ad•« of «... ,4 .mi0B „„ 1966# 

corroí,   «-«««. prie, of rtto. „.. *_ ^50\ ** 

ch„g. tB »ta product Bla wMcli clM(5<d to 

^rored Af^^ton-a co.p.ti«„ portion ^ ^„i. 
and h»«h ...t Afri«, .MC .„ offerii prUcip^' 

STL Thr" D-S- COntMCt°8   ""• —^ i. the imionnit o:  th, karata;   indue try. 

t.. îourlas :    u tue are. of tourie, AU, ...at«,.. »« 

ZITTÌ Dln0r-     Ele  19te <««»«* ««» « tourÎL 
.tlm.lu.ior further actmtie. ln tiUs area „^ 
spoarnoudod by the i-etahM »•...* -» 
•totel      Fr „ r„        '"«""ah.eut of . aoMn inter-continental 
! : :   /*"" """ °"  ^  bal1 "«  *•!"••«/ PICK», UP by the 

IT. fBKSSOT   WOMim   nUTM-TT^«- 

sector       nooiiieation of th« private induatrial 

b. 
SiÎïJg forcrin0;^!1^-   entr«fPw»»*»«ra become a 
the ¡SIx^y *od««i«"« both the economy and 

influence? ÍÍSLiro^aSi^S116* *"'* °° 
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la aore uarrow teme, the programmu iß concomed with 
technical assistance in  the creation of a nuwber of 
infant industries as well ae wAta providing tiw protect- 
ion and support inherent m this concept.    The general 
idea is that in the near futuro the private industrial 
ecctor should develop a certain "critical ansa" of new 
industries large enough to enable it,  in ciae,  to fight 
its own administrativa and political battles without the 
aid of foreign advisors.    Obviously nobody can tell in 
advance whether auch a "critical aaas" will eonsiat of 
100 or 250 factories    A auch better clue can be derived 
fro» the growth of a ciore    vocal expression among the new 
industrialists, an incrwase in tba labour fo-ce deriving 
wages fron industrial development,   Ure leader reliance on 
intervention by the Ministero anc   t/oral««, at'vieoru in 
eliminatine bureaucratic roadblock,  arr. the acceptance of 
the need for private industrial development by  the  country 
aa a whole. 

V. 

What is needed to accossplieh these ub^ctives? Certainly 

not big Boney inputs, but ratter critically important 

conceptual, edviaory, training policy and troubleshooting 

support as well aa proper co-ordination of the inputs of 

vcrioua donors who arc lately  <;,,nocrneu with highly specific 
technical support in distinct orobico areaa. Since the 

currant AID progroaae in private euterprioe davelopar-nt LB 

coala« to an end on Deceaber 51, 1970, the BGA ha a requeued 

further O.S. technical asciatale in the area of industri«! 

policy Baaing, industrial ertenaion, and institutional 

development. This request is nor undor consideration in 

Waahington. However, It should he- nuted at the outeet that 

any D.S. sponsored programe iti not designed to provide all 

or even the major elements needed for the development of 

privato industry in Afghanistan, but rataer, to Bake catalytic 

contributions in those liaitoc!. arena for which tne D.S. 

assistance is coaparatively well suited. 



ïho record a  ten ¡.o Illustrate this.    Once to, e S 

il. „^ i^ '-ho Industria Pari started,  tta AiJ 

«««O.,  «d ««.!„.    u*„l8.( „ tt, kara£   ££ 
«S . t»Mt «, UBU4 to „atting th. AH .t„rt«d „ a 

l^tì "9t;"«» t". lnt.ra.tio»! org.m«atlo„ for 
Ita furtnar (row«.    Io , 8lail„ „to "* 

• oroiga laput 1. concamod.   u JUttl^ t0 

: = «ortxu. of int.matioa.1 ***, institution« „ ^ 
-.-..» J» -.oper lagnati«, U p„Md „y ta. p^.,,^" 
UfaMM. in the area of technical „si.tanc. ta.,"". 
"fr""4 f0r -°rto,tlon with oth,r donor co^.. 

fron tu» ¡,oat a.,^,,     4 tl »• ««V 
tas committed it „if to OT^/HZ Onnrnut u i.eeir to prorldlng sou a.sl.tanc« tor th. 

1« be« lending „,. ^port ln ^ £ *• 
leataar and tanning a*part. 
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