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Presently in Afghanisten we may distinsuish three principal places where
industrial projects can be imltiated, concelved and/or promoteds

1¢ Department of Planning, Miniatry of ltincs and Industries (IMI),
2, Industrial Develomment Bank of Afghanistan (IDDA), V
3o Private Investment Promotion Department, Ministry of Planning (m'a-.'?)

Widle the institu-tions under 1, and 2, deal wdth public industrial projects
only, the Private Investment Pramotion Department of the Ministry of Plannin:
was established, in pursuance of the Foreirn and Domestic Private Investaont
Lev (FOPIL), to asaiat the private entreprensurs in promoting industrial in-
vestment activitics and, eventually, % evaluate and recommend the respective
previnvestment documents to be sutrdtted for final anrroval to the Investant
Comaittez, by tho prospective industrialists (coverin small and mediun ecile
infustrios)s Inveatment Comxnlttes is comrosed of five mcmberss Planning,

Mnes ond Industries, Pinanco, Comieree, and Agriculture Ministers, They




reoreqont Lhe deelatonenaidne lody en all privato inveatments projocts under
the ' Ii.,

Foreiim inveators are channelled throurh the same procodure sinco
o 4n curplbimes Ll tie DOCTL a maxlian 47,5 of the total fnvestnent onte
liyy 1y lic omied by forcdiners,

A far as tic yublic Ininatrinl scetor 4 concemud, the proccdure
may be deserd) 4 au follo e

In princile, the hasle frimesork for overall mldie 4ndusirial
dovelopiment ruprescents the nediwm=term develorment plan, Preaently, tho
country's ne: Five Year ioclal and Eeoromie Daovelopmont Plan is under
preparation,

Pursuant to the Plan the HiI, through ita Lepartment of Planning,
inttlates the preparation of pre-investment doaunenta, Until recontly,
practically all pre~investrent documents had to be prepared by foreipn
consultin; firmas, machinery sippliers, cte, and = in a few cascs by
UNIDO, since no domestic ascney/inatdtation existed, eapabl: of preparins
pro=fcaoibility, feasilility and other pre«Anvestment studico,

A couple of years aso, the IDDA vas created by the Goverrment with
the alm of fostering the industrial dcvelorment of Afrhanistan (pu'lic scce
tor only), Meanwiitle, anong othcr relcvant activities, the IDUA has set up
& proup of profeasstonals (mostly cconomists, financial, arxi marketing
specialints) with the assipnment of identdfying and concedvin; viable induse
trial projects dn Afchantiten, To date 134 Das produced a mumber of very
good pro=" Abllity wal other preafnvestnent atudles snd rc-orta ( as e,

on Interinllonal fransiortation Co. ey Dal.-his Gin and Prees, afety Matchey,
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Aumla Conduetors, Cotton Godmmo, oven llastic Baca, and others), Sone
of thcie prujects wure wlresdy 4pleiented (Intems (ranope Compe = Joint
ventare 14th lolland, cere) and some nre under, or elosc to, the {mrlomen
tation atage (lud-hds Gin K Prosa, eete)e

Some of these stidlen vmre inttiatal Ly IDBA theasclves, while other
were roquosted Ly the interested ldndntrics (Alim, Comductors « for }n. of
Pover aml “nter, Interne Tronupe Coine = for litne of Con ICrec, €efla), anl o210
were gincorted by fricndly Goverymenta, forcirn banks, forci-n ald apenclc tp
etce ( .afcty liatchos = vAth a Japancne I'itnmm Cotton Godoinn = vwith Asian
Development Dank, for examle). “hat they mostly lack on at tids stnoe, 45
assistance in the tecimical and technolo-ic-l matters, required in preparine
the pre=invcatment studics (scc also Fart ITI, herein),.

| A furtiier stop 4n L mroving and viderdny thedr scrvices to the
Afghan industry will be the eustalilisiing = in the noar future = of the indune
trial Congulting Institute within the lank, It vwAll provide con-ultancy
services to toth mublic and private industrinli:ta,

They now perform « upo'; roquest of the intorosted Ministrics and
institilions = the cvaliation of pre<dnvecztiint studies preparsd by othcrg,
ldthin the Doprtrent of Plamning of the 1T there 4a thy "Project Lvalnae
tion md Co-ordination Hection" destinad to accupt,sreview and evalnate tic
vind-atg pre-hivsestient dooiments relatad & industelal and minine projects,
Ime b the rencrally knoumn nhortage of apiropriate vkills and cexreriance,
thier aro usual'y zislsted by foreinn cxnerts, a mmbey of viinm is provided
by Wit0, OTC, ctes, thile others may be a-d ned by friendly rovemivnt.:,

oit a bllaternl«tucinlesden:. . Lutance ba:lae
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Presently oo UN Projeets (seo footnote)® are nctively cnrared _

= omons omier thin's « in assistine the 111 in the preparation, mvflzdng,
and evaluation of pre~investment studies and in the implementation of in-
dustrial od riving projecis, Fagleally thdon activity 1s aimed ut trednin-
AL han perionnel in the recpeetive professional ficlds, in order to beooine
sclf=rcliant in the not too far future,

After having pacied throurh all a/m stcps, a prodnvesiment study
is scnt to the ldnistyy of Planrdng, for final cvaluntion, aorroval and
allocation of financial Tesources, the latter, of course, requirin; the
oonsent of the Ministry of Finance,

In those cascs 1here projeets of particuiar irmportance to the

The finally apnroved Projects are sent back to tho HA for imple~
mentation and followup, Apnropriate scetions within the Department of
Planning are assigned to take care of Pro,ccts under implementation, After
having boen completed, a projcet changes i ts status, by becoming a factory,
company, or depar‘ment, depending wpon 4t 5 size, importance and other rele~
vant ciramstances, Tho department of Industries idthin the BT, 18 rese
pohoille for the operation of mllic industrigl enterprises,

* The two Projocts arcs
« Industrinl Services Project (UI'T0);
= Stren;thening the Governaent, Capabd14ity 4in Plonnin: and
Implerw:ntation (0.C),
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A flovm=chart 11lustrating the above descrided procedurcs 1s shovn
on pacc & (Fiure I), Thus, tho role of the varlous institutions concered
vith indurtrial dovelopmnt in Afchandstan and the decision«maldn: process
nxy falrly be understood,

In addition, it ~hould be emphasiged that the Hinistry of Plannin-
als0 has the responsidility of overall coordination of various economic and
social developnent projccts, o detormining the prioritics, of shaping the
mediwn and lon: rance stratery of the country!s development, and such othor
duties and resroncibilities as are usually attritutable to the planmning
ainistries of the states with %ntrany planned economico,

Based cn a thorough analysis of some eight pre-investment stadics
(inclnding tho case sdy), which 0o far did mot led to an investment, one
ean identify scmo cf tho most {mportant reasons for failurss

1,2, Taking into account that Afghanistan is one of tho 'lorld!s least
developed countries, it may gonerally be expected that the lack of skilled
professional co’'rea of all profiles 4s 'ne of the country's gre-test cons=
traints in the goneration of viable dndustriosl projects,

thile 4t 43 truo that the tasic donestic educational and training
facilitics do cxist, they definitely necd sibotantial improvement in upe
dating curricule, inup;rading the quallty of the teaching staf?, provision
of teachinz aids (latoratories, 1libtrarics, inotitutes, ctee), 4t 1411 stidl
be necasnary = for smie years ahcad = that youns Afchuna po abroed in ord~p
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to aoqueint themselves with advanced techmolorics, o work in modomn research
lalfratorics and to asquire speclel skills widch are mot offered in their
oountrye Therefore, the assiotance of friendly countries, of the United la=
tions Orjanization, end of other intemational or and zations would be most

mllmo

1,242 Of particular importance appears to be the creation of adoquate do=
mestic repabilitdes and facllitics in ordcr to enable Afghans to competently
and with full rciponsitdlity tackle wdth rather oomplex task of initiating,
implementing and cvaluating pre=investment studies,

Some of such badly mdnd facilitien may bes

® Industrial Information Service,

« Afchan Institute for Transfer and Developrment,

of Technolopics and Industrial Nesearch,

® National Textile Institute,

o National Losthef and Purs Institute,

* National Engineering Desisn Institute,

ad probably some othera,.

Of course, there :ill always be such projects which will require
fored/m qaniatance. e in selecting the appmprinte tochmolory, in spe=
afying tho machinery and equirment, etce Herc ngain the asnistance of
friemdly countrics, of the UN Orpanization, etecs, will have to be providoed,
Such tasks may bes plannin;, estabtlishing, and running of a metallurgical
oorplex (our Cnse Study), an ofl refinery, a fortiliger plant, and others,

Howover, At is, in our opinion, of paramount importance that g
oountry like Afphanistan dcvelops an carly as possible fts owm capablilitios
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in plannine, implercnting, and run in- of such imdustrics as textiles,
veretatle oil cxtraction, hides and ckina proccasing, lsather products,
construction materials cte,, where rav material basis and consoquently a
ccertain Amount of traditional sikdlls, cxperience, and & nunber of namfoce
turing units «diondy exiot, Tids also .ncludes the preparation and evaluae
tion of pre-investment studics for new projects of the same or aimilar kind,

It is our fira belief that the bost feardbility (or pré=fessibility)
study can only be made in the country concemed, vdth some forei:n assistonee
to 'thc extent rvquirod and e appropriate, This is the way Afghanistun ine
tonds to foliow in the futnre, aftes the institutional basis exists and the
firct positive results have alrcady becn soored,
1¢2,) The gcnerally knovn incfficiency of the past goverrments, low per-
fomance of the turemcratic state machinery, the hesitant attitude of
ministera and other higheranking goverment offic.rs, lack of co=ordination
smong and wAthin various ministries, and other deficiences of the provious
rerimes, wore also among the roasons why a mumber of industrial pre-invcate
ment studies nover reached the implementation stage,

Viith _ne emerpence of our new Democratic Goverment following the

April 27, 1978 Revolution, many uﬁn'-a are moving forward and a general
improvement in doaii.ng with new i_.xﬂuatriul projects has alrcady bein ree
sorded (sc: also Part II, hcreinafter),

1,2,4 It should not be overlooked, hovever, that the country's financial
resources are rather scarce, Thus a mmber of industrial projects vere to
be finrncol by forcirn loans, prantseineaid and other bilateral arran:emcntse

Some fovrcirn povernments, hoimver, never Lmnlemented their resrective plod-cs
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toirards Afrhanlstane This « 4n curtaln cascs = has also bo n the reason

why come indu rinl projeets were never realiged o

PART II: C* - MDY « APY'U Intpinete 'l 20 RIE

24 Zntrocdiction
The subjoot of this case study is a rathor complex and, from many
viowpoints, a "difficult" project, which will be refored to « for
oomu:lemo and for the purpose of this study only ~ as "Afghan Metallur/ie
ocal Combing" (AiC),
| It wao more than 100 yoars a0 that rich deposits of high quality
iron oro wore first discoverod at Heji Gak, a mountainous, diffiqultetomac
cess arca of the lindukush ltanne, about 100 kms Northel/ost from Katul
(straight 1ino distance). Soms preliminary scarching amd prospeeting work
at the doposi. was earricd out indeperdently by Rissian and Prench peoloe
glats durin; 1959/61,
| A first systomatic and commrehensive attempt to both, quantitative
oly and qualitatdvely asicss thde naturcl wealth of Afphanistan, vas mede
by scvcral Soviot gooloical teams, starting from 1962 through 1965, Bascd
on a contract betivocn the « then « foyal Afphan Govermmeont and Soviet
~ CHID! XFORT Company, scveral reports were preopared eoverin: rcoloyieal
prospcetine, surveying, marpdns, calculation of ore re: rves, chaatcal and
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physical propertics of the nre, etc,

The next docisive step towards the realization of this long=etand-
ing "national drcma" of Afphanintan, was the sipiing in July 1966 of o
ooniract botve:n ‘he = then = Royal Gove: went of Afshanis n ad the
All«dinlon I'xport axl Import Corporation "TIAZHeDD!HIXPOR™ of USSR, on pre-
paration of technicnl and coonomic report ocoverins thu ootablislnent of an
Iron and tocl Mont in Afrhanistane As a result theroof tho "Technieal
and Leoromic lenort on Iton and Stecl Plant in Myhonioten" vas prepared
by GIPIOITZ, Moscow, and submiticd to tho Afghan Covernment in 1967,

Though, for the purpose of this paper, we ave rot going to analyse
that Soviet study, it should be mentioned, however, thet they discouraged
an early establishment of the Afghan iron and steol rleat, by sarings

"'l;lldnp, into acoount the above mentioned, ard the faci that a
considerable capital would be allotted for the stecluorks projuct that
oould affeot the dovelopment of other industries and *hs npriculture of the
oountry, &mw_mmmme.mmmwmmm
gl rorka," .

Though to some extent outdauod, 1t should bo otrossd that the
Soviet study otill reprosents a valuable ard lasting ~ontrtutlon to the
AC Projecte It vas preparcd with full professicnal responsibility and
followed, to a considerable extent, the conecept of UNIDOto "Manmal for the
preparation of Industrial Fcasibility Studies,

Our furtlier analysis 141l focus on a cot of tors rceent pre=investe
ment studica related to ANC, Namely, on 19th May 1971 n oontrret was sirnud
between the Minintry of Mines and Industrics on the ons part, nnd a Geran
=French Consortlwi coverin: the prePapation of a feasibtility study related
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to the establishment of an inteprated iron and steel plant,on the.other,
Concurrently, another contract was sipned wdth & Pronch Firm (V. 10T«PIC)
eoverini the preparation of a fcasibtdlity study related to the development
of the Hall Gak iron ore mine and the Chabashak conl rdne, Accordinfly,
two genarate feasibllity rcports were produced and sutmitted to the
Afchen 15T, 4n AprilAtay 1974,

Murther on, and for the murrose of our study only, we are roing to
deal with the "Fersibility Study for an Inte;rated Iron and Stecl Plant in
Afghanistan® prepared Jointly by cm.m-&fm ENTROPATISES (France) and
DEMAG (7.2, Gormany)

22 Case Feasibidity Stdy - nidvala
Pollowing are soms basic data and infomation related the CRA30Te
I0IRE ENTHEPRISCS feasibility studys
Ae General dnfomationt
1, Title of studys PFeasibtility Study for an Integrated Irven
ad Steel Plant in Afghanistan
2. Type of studys Foasibtility study
3. Study made by:
a) CRUOTSIOIT, LNIEIAS 5, Parls, France
b) DIXAG, Duisturs, F,R, Germany
he Date of sutmis-iont May 1974

5. Investrent costt FF 362.'20”.00) n m'd.ﬂ‘ to

Af!h. 528 ."98 .O'.D
(bascd on pilres ad wruiane PFites as in the be-inning 1970L)




B. Abstragts
After presenting a thorough and doamentoed market position of
stecl products in Afghamistan, including exploring potentisl fue
turé oxrort outlcts to the neighbouring countries (Iran, MRglse
tan, US K, a forecast was made o1 future trenda 4 oon:mpt.ion
of steol products in Afghanistan, which was expocted to reach
30,000 tons in 1975
36,00 " " 1990
42,000 " " 1985
Based on an assumption that the future Afghan steel plant would
eover about 75% of the country's total requiremcnts on steel pro=
ducts, the following figures on production rate (for loocal market)
were arrived gt¢
22300 tons in 1975
27,000 * " 21960
500 * " 21965
By asmuming an export of 00,000 tons/ycar of blllets to Pakige
ten and adding the forecastod local consumption figures of domese
tlcally produced stcel, the quantity of 150,000 tons of liquid
stocl per ycar wns atatod as the tarsot for production capacity of
the Afrhan stenl plant,
The basic conceptual idea of the proposed iron and stesd complex
(includinz mincs) 4s that of dispersing 1% over a vddor ares
rather than sotiin? up a rclatively larpe metallurcical eomnlex in
one locations Thus, followdn: five main production wilts were proe
joscdl
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a) = in llajl Caks 4ron ore nininp,

b) =« in Chabashinkt Coal tining,

¢) » 4n boabelivklicmzaring coal ~ag'ing, productlon of amokeless

brigicttes for Katul and of formed coke
for Sekard,

d) « in Sckarls “roduction of 1mn and ntecl and contimous

casting of 107 x 170 ma bill-~ts,

®) =« in Kabult rolling mllo,

While the CRU0T-LCTE/AUAU study covers the production unite
quoted atove under d) anak). tho French YLIDTePIC study doals vd th
the unita a), b), ond o),

A formal ac-ount cn how far the CR.Y..0T-LOIR:/AHDRAG study eon=
fcml to the NIIDO's "ilarmial for the Prepar-tion of Industrial
Po;dmnty Gtudies” may bo found at annex I of this studye Lct us
now lesn fomally dlsciss the main dofictencies of the seme study,
and try %o find out which mipht have be n the roasons as to why the
study did not lead to rn Anvestment,

%0201  Deocrintion of 1c™ adenccg

While some aspuocta of the feanibtdldty study wore prepared rather
therounhly and in detald (mariet study, description of the production pro=
eesses, for example) the study, ae o whole, lacked a mumbor of componcnts
widch mako {t rathor unfit to sorve as a basis for declston making, |

Let us emmornto end claloratc on some of the rost 1: ortant
deficiencest

a) telegtlon of pradiction proscna (Mark 3)

Mould:d coke male fram chabashet coals was rccommendcd g1 oubatitute for
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metallur-ical coke in fe din: the hlast furnacu- It wes stated, hovever,
(pare 66) that "morc comnrchensive tests at semi-industrial scale" should
be conductcd in order to confima (or not) thic asswmptions Or even more
explicit was the stutement (further on the same pace) thats
*Tho ncxt step 4n the realization of the Afhan iron and ste.l project
should tir:s conccm the Lrpleaentation of Lod=fndnatrigl te ta for
the production of fonacd coke, in order to ret better figures for the
final en iue.rin of the coke facilitics and the right slzin: of the mall
blast-furnaces." Thus, it can be atated, that the technolo-ical aspect of
the study was not co: plotely clarified,

b) Exrort market (Port 2, section 1.6)
Export of iron ore, of seni=finished and firdshed products to tho neiphe
bouring countries was investigated ut no reliable conclusion was arrived
at, [Lverthing was bosed on as-unptions or speculations (e.g. the export
of the liaji Gak 1iron ore through Bandar-Albes in Iran)s Even, the conteme
platod export of tillets to Pakistan does not appcar to be a s0lid basis
for planning the production capacity of an iron and stecl mill in Afgha=
nistan, particularly in the M ght of, Pekistan's strict reaalations for the
Lmports of stecl products (page 18), as well as in re-ard to other unfae
vourable ciramstunces,

€) UtdMzation of noturnd ras in motadlur 4er) progesacs
In addition to what vas sald in para (a) above, and in the 11 ht of the
recent develorments having taken place in Afphoni:tan, as we'l as due to
the favourable recults so far obtalned in the dircet reduction of iren ore
by ualng natral ros (refer to the Amnex VII) 1t is stronrly folt that the
utdligation of natural gas, which = thoush prescntly far &-ay from the iron

ore dcpoast = s abundant in Mrhantsten, vas not considercd ueriouely ool




4n the stdy (paces 43, L, 62),
To this ond 1t shonld be mentioned that briming the natural gas
(via pireldnes or 4n the liqmifted fom) to Katul is boing seriously contews
dated by the Géverrmont, Thus, the gas would be more rendily evellaie for
the plannod AT, as well,
&) Inyeotnent aogt (Part 6, pese 127)
In the 14 ht of what was sald horeinbefors, 1t may hardly be as:umod that
the "rreliminary ostimate of investments (base bLepinming 1974)" covers all
s elamonts of the investment costs related to the threo production unite
senstdered, Thore s mo evidence (no brealdown of costs) that, for instanes,
the following cost eluments were includeds
® donducting further teohnological stadies and earrying out teste
o & sexicdndustricl bests,
» detailed project donipcn,
« fralning of poreomnel (both 4n the eountry and sbresd),
® goot of infrastructural project components (rouds,
power lines, housing, town planning, ete.),
ol others,
 ‘Therefore, 1% may be asmmed that the aetual inrveswment esets
(imduding pre-dnvestment expentitures) would be sonelderatly hirher then
stated {n the stady,
o) RDradngtion coata (Part 4, page 128)
There 1s & breakiown of production costs for all main produsts of the theee
production units that eppoars to be acochtatle from the otarxipodnt of what
was as:amod in provicus sections of the study, llowever due %0 the defieien=




“Abe -

ces of the study crumerated hereinabove, 4t is questionable whethes or not

the production costs in the reality would comply with the pre=calatlatcd "
ones. The same doubt was axpres:ed in tho atudy itaclf (on nape 136) by

savring! "These ¢ wpartsona are quite rov ‘h and nust be checked vdth more

accurate and up~dated selling prices,”

2e2,2 [Govemyint romenciidlitien L | o .
It ahowld be clearly stated thnt ‘the hesitant, ut'dcfincd, bchnv:lwr
of the previous govermments of Aff;hmhtan, as well as rather \matahlo

pontical, social, and economic position of the country, among other faetors,

have oo..sidcrably contrlmted tor;ards the non-implementation not only of thda,
tut alss of a rumber of other iaportant and attractive industrial and mining
rojects, The ncw Rcvolntiomr: Government of the Democratic Pepubldo of

Afghanistan, which was established after the historical April 27, 1978 Revo-

lution, is tryins hand to uproot many inherited evils, deficionces, ad week-

ncsaecs of the previous Mcmts, along the principles and ideas as set
forth in the "Dasioe Lines of Revolutionary Duties of Govermaent of Demo-
ora‘ie Republie of Afghenistine” |

Aa a reflection of the changes which have occurred in the oourse of

the paat six months, ad as one of the mmerous signs of the strong deter- .

t:.imtion of ths new Govemnent of Afchanistan to improve its overall efficlion~

¢yy its cxpediency in resolvinns nation's wcute problems, and to cut throu:h

the rod tape « all these in.ond-r to maxt.tgll; spe d up the country's ecoronic

md’ racial develornent, atmed at the mbatantial betterment of the Yivin- ‘

stondand of the Af:hon peonle « 4t nay bc.quoted that tho followlns &ndustrinl ’

projeels have boun Lrowht to, or ver; close to, the { rilcacntation atares

|




=l

= gafety matches,

w irdnatrial cotates in provinoes,

= cotton podoms,

= woven plrotic base,

= Nad;his in ad pres

- T.wiiar rAn and presa,

» Bachlon 1in axd prese,

e Balkh ;'An anl pross,

» Dahlan cotlon sced odl extraction,
= Ghasnd slaithtcrhouso, tannery, furriory,
e ¢an maxifacturin: plant,

and some other:, most of them beins backstonpod by several friendly
Oovermnts, in toms of financial, urchntod. srd other asristance (U3ICR,
India, Dulgaria, Japan),

It may also bo uscful to mention that the new Five Ycar Develoymont
7lan, alrcady under preparation, will shod some more licht on the future
trends, song other things = on industrial development in peneral, and partie
ealarly on the Goverrment!s further {ntcntions in regard to the AMC, It 4s
oxpoctad that the noir plan will be more realietic than the provicus develope
ment plana,

23 Sonclusive rimarka
I conelusion to the atove analysis it may bs sled that the
AVOTLUITANIAG "Fendtilit Sty for an Intonrated Iron
and Stool Plant 40 Afchaniatan® did not lead to an inveetment due to the
followdn: main r-nnonet
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= the study a3 rather incomnlcte and deficiont; there were a mm=
ber of pops in 1t (rcfer to annex I, at'ached hereto) and 1t sppe=
ared moro 1ike a pre=fcasilility, than a feasibility studyj

= the projcct 1t3cdf »eorccentec a very complex undertaking, comm
prising a mwuber of unknowns which are dlffioult to tackle, even
hy technically morcpdvanced countriess

= dofinitoly there wcre, and ther still arc, opinions advocatin~ the
postponenent of the AL project towards a moderatcly diatant future,
as the country bocoues economically and tcchnically rore dovee
lopped and sclf=rcliant;

= ungertainties involvin. the sclection of apnropriate technoloe
gleal proces es, plant location, plant cpacity, use of natural
gas, ard othersg

« a vory small dome-:tic market for sterl products}

= & rather obscure prospests for exporting either iron ore, intere
mediate, or ond productss

= overall wcakness, slowleness, and hesitating attitude of the past
goverments}

= political implications and stratesic intorcsts of btig rowers;

= gd = last tut not least = the noneavailability of finaneial

Tyesources, toth damestically and from foreign sources,
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PART IIT; . RES0I M 70

3l e d_for &rmroviy: the pre-dnvestment dogumenta

The docdoion-makin: process related to imdustrial pre«investment

studles 4n **5d tan 19 baicd on a logical and funotional ap=
proachs From the purcly orvanlzational viewpoint the necd for any substan-
tial chrnge in the deelsion-mnking: procedure does not appear neocessary, at
this st e of develormont, ‘Mrre dmprovement would be vory doairable would
be in expciiency of hamdling induatrlal projects throushout the declslone
making hierarohy, Thure are encouresin: nirns that the new Coverrment \
of Afhanlitan has slrcedy made a breakthrouph to this end,

In order to enahle a more efficient desldng of industrial proe
Jects at the pre-Anvestment stage, a more systematio approach tovwards ore
genising and carrying out the elaboration of pre=inveastment studies and
reports is nccded, As cen be seen from the analysis of a nimber of fessi-
blity studies conducted these days, 1t may freely be st.ted that moot of
them are not complete,usually contaimng m:';y raps, ard not offering a solid
basis for decision-maidnge Therefore, this mibject = 1.6, improving the
shape, qinlity and content of industrial pre-inve:tment studies = appears
to bv of Mpghosat priority, and ono where the sur~e: tions and rocommendae
tions of this our Me. ting ahould primarily bLe almed at,

Pefin’tsly, tho UNINO's "™Manual for the I'reparation of Induntrial
Feaoibility Studies” represcnts an imrortant sten towards obtalning bettor,
more claborate, comilcte, and untform pre=investinent atudics, It i wamly
woleomed by 11 of us - ho arc ¢ns ried in the dnitl-tlon, Lylcacntation amd
evaluation of iniustrial pre-inveatmont studies,




Ho.ever, day=to-day practice in apnlylnc the "Manual" may bring
up somo now ideas alucd at dmnroving 4ts concept and shapes Fir instance,
in our opini-n, 1t nay not be deadrable to claboratc on tio, three or more
technolorical {or olher) alternatives 41 a fo--1t114ty stidy (as sum-etted
on pase 14 of the "larunl"), since 4t is usually an expenslve venture,s It
would, probably, e more an ropriate to elaborate on respcctive altern-tives
at a pre=fea dhility =t:dy level, which 48 normally less cx~cnsive,

Conscqriently and as a mide = in our opdnlon = rclated to every
larger industrial nroject, there should alvays be at least thre: distinctive
stages 4in preparing nre-investment documcnts, as suz-ested by the "Marmal"s

» oryortunity study,
= pre=feaalbility study,
= feasibllity study

Vhore and vhen required, cuprort studies on spcecific toples
should be included into this ehain of pre=investment documents,

It may be ascumed that a v3ll conceived, docmented, and thouphte
ful o»rortunity study 1ould roveal princinal weak roints, the non=viabllity,
or the ne-d for ,ostponument of a poten..al induatrial project, thus preven-
ting the wastage of afforts, time, rr! money that tould be required in pre-
paring a pre=fe.siidlity, or even 2 more expenadve, feasibllity study, This
is what Afghanistan has experieaced in a mmber of potential industrial and
mining projects (our Case Study analysed in Part II, is one of them),
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As mentioned earlier, NIIDO and OTC alrcady are as isting Afrhani:tan

in furtler devclopin: a~d strensthenine the national Afrhan ecamidlie
ties in the field of nreparation of industrial pre-investment studies, which
is very much anpreciated by the Government, It may be mentiored here that
one or tvwo insthe~housec training courses on the preparation and cvaluation of
feasibility studies are beins contemplatod, The courses would include market
rescarch, demard forecasting, and such other rclevant topic- usually contained
in a (pre=) fea:ibility study, Ccurses would be organised and corducted by
the exports of the tio existing UN Projects, operating in the Mintetry of
Mines ard Industries,

The followsup activities of UMIDO, pertaining to bringing into being
the concepts and 1deas as set forth in the "Hamal®, as well as the hoped=for
recomnendations of this He'-drﬁ, may conatitute one sdditional aspect of UNTDO's
assistance to all doveloping countries in this partieular ficld,

The assigning occasionally of short-tem experts = mstly enginesrs/
technologists = to assist IDSA 4in the preparation of (pree) feasibility stue
dies, vould be very mich appreciated by the Goverrment of Afghaniston, as
UNIDO's contritution towards further developing and strengtheniny national
eapabilities in the preparation of industrial pre<investment studies, It
should bo mentioned hcre that this sort of UNIDO assistance is slready welle
estadlished via their "Industrial Services Project" wdthin the MMI,
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UIIDO could poa-iltly assist the MII, IUBA and MP of the DR
Afrhaniztan 4n updating, revorking, finalizinc, and/or re-
commenuing on o 'her posiille stups and rcesures related () the follodn:

existin: pre-Anvesiment studleas

hel Lchan et nd It cnd Conbine (MIC)

Several aludica and remorto relcted to this project, are availe

alile with tho I, A hirhly sidlled exnert expericneed 4n plun=
ning, iuplementins, and/or o-erallng the complex iron and stecl plants, will
bs required for revicidng the exlating pre-investment documenta and for
advising the 2T on furthor oteps almed at tho naterialigation oitho AC proe
Joot in a oconsistent and oyntematic waye A detsiled job description for the
expert will have to be drefted,

b2 Coment Anhestos Profeot

A sort of preefeanibllity ctudy was prenared by a Geman Consulting

Fim (Jtolbery Inrenicurboratung Ginbil), as well as a rerort on Locar
asbestos dcrosits, prepared by a Soviet goolo;;ical teams Doth the German
stndy nnd ‘the Soviet rerort recomerd the utilization of Lornar derosita for
mamfactaring roofing shacts, rip-ea, elos It 18 recomnended to prepnre a
feanibi1its atndy anl to act-ap n pllot rlant in order to rreciscly detorning
the technolory and collzat otior data vequired for a detalled plant encinoorin~
deotrn,

Assitance is required in tho preparation of the ferstbility stady

(onc cxrert/ocmentepabicntos teelnolopist) and rln% ‘ol it
cial, technical and otlier
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assistance in planning, desiyning, catablisidng and runin:edn the oement-
ashcatos pilot plante A detalled job deserintion for the expert vAll Lave
to be draofted,

bel stapeh lmolegh

A pre~funsibilit, stndy was prepared by the Goman HI. ) AKX

Ay GEIDGL €GN DS, Guldl, Frankfurt, and was mtmittcd to tho
tfihan Govermment in July 1977, Production of starch would be bascd on matge,
Followin; arc matn reasons for no decisl.n having beon brousht so far on
further rteps townrds mlnizn.tion of thds projocts

® the limited domestic market for starch, which is not even capatde
of oconsuain; the asanacd sualleat economic canacity of tiio mtarch fastory
(4e570 tona/year)s It 10 mur-coted 4n the atudy the murplus of starch
(atout 3200 tons/yoar) be wonverted into clucose syrp, However, no elear
proprects for marketing (exporting) tie symup, were indicated, If, and when,
the femes of nlant capacity and markcting the final produtts were resolved,
the protlen of finaneing the project would arrice, It may be ssumed that
foreign financial ahd tochnioal assistance would be required in further
stares of project dovelomment,

Toa:dble Uill0 as tatance would be in asairning an ennert for roviwe
ing end supulemonting the exiating pre=fcasibility study. A detalled Job
deserirtion for the expert will have to be diafted,

(] lergt inzep Boct Proyetion ond Troces -dn Project

A sort of fcasibilty study was prepared by the Urdtioh P40E & L.

SCINICAL SOVIC.; LTDs, Kent and was sutmitted to the Afghan Covirne
ment in Jc :enber 1775,




2y

A suiar bect fagtory having a 3,000 tons/2L hours processing capa=-
city 15 proposcd ty the study, to be implcmented in two sta-es, Sugar bect d/
18 not boine cultivated yot 4n the arcee To this aim detalled experinental .
wors is belng rccomended, Desides, t!~ miccean of the relect hieavily
dercnds on the prior implcucntation of an irrigation schune, presently under
way on the Hari id River,
UlIDUta contrlilution tovards tho carliest poasible irmlemont-tion
of this, for Afghanlotan a very inportant tonorte=substitutine nroject, may
be in tochnical and financing aspecta,
The assistance from FAO in atorting cultivation of beet sugar in
‘Hard Rud valley, will be required as welle A detailed terms of reference
covering a complete set of services required, will have to be drafted,

hed Hancarhar Sugar Cone Project
A preliminary report and a surplcmentary report were prepared by
the AGROICHIC COITANY LIMITID, Teheran, Iran, and submitted to
the Ml in September 1976, and March 1977, respectively, Both rcrorts taken
together may be considcred as an opportunity study, It has becn found by
that Conpany that a number of constrain*s and obgtacles do exi.t on the WAy
of imnlementin, this projoct, as esfe tho Jack of reliable data on cliqatic
conditions, on the composition and quality of 60ils, uncertainty concerning
the avallabilits of irri ation water, of land for su;ar cane cultivation,
eto, fherefore, the rovernicnt deeddcd to postrone the projecct until better

ovorall conditiona in the concemed arca 1411 have been ercatad,
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hob Kerdahar Coiont Prodect

A feandbility otudy a3 prepered by the FULLIR COIPANY, USA and

suitmitied to tho 11l in February 1977, 'Ath the assistance of
UMDLOts uxperts 4t has teen found that the study has soveral crucial caps,
A8 8oe¢

= uncertainty related to the export markets (particularly Iran),

= unoertainty conccrning the avallatdlity and the quality of raw

materials,

= anrcalistic production canacity (1,600 tons/day),

~ geloction of a technolo-ical process which is consider:d unfis

for local conditions and pos-itdlities, and some othurse

It should also be mentioncd that, orizinally, the Iranisn Governe
Bnt plodged to provide funds for the realisation of‘ this project, Later,
however, it posed socme conditicns which were unacceptatie both for the Af-
ghan Goverrment and for the FULLER Co,, as the potential supnlior of plant,
machinery, and know=how, Thus, the financing of thls project is an open
Queation as well,

Our Miniatry 4s in close contact with both, UNIDO and the FUJLLLR
Cosp aimod at findins arpropriate solutions to the so far identificd proe
texs, Further UNIDO's assistance may L. required in reworidn; and updae
ting tho feasibility stndy, Detalled terms of refecrence vould have o be
drafted at an appropriate time,

As may be se:n from thess examples there is a variety of reasons
felated to why certain (pre=) fcasibdlity studies prepared for the Afghan
WI, did not s0 far lead to an investment, They are selfeexplanatory and
= &n our opinion = gecd no clatoration in tiis papers They may, ho::over,
be discusicd in detall at tho Mesting in Vienna.

¢



80.02.01 '






