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1. IITRODUCTION AID_SURLARY

Following o series of rommunications bhetween UNIDO Headguarters and
the UNDP Fesident Representative in Kabul it was determined that the Qovernment
of Afghanistan would welcome a UNIDO wission tc discuss current and future
technical assistance to the industrial sector The mission visited Afghanistan
between ¢ .and z3 June 1576 It comprised iessrs. W I. illager of the Factory
Esteblishrent and l.anagement Section, Tear Leader: Lir Y. L jubiinov of the
Feasibility Studiéq Sectiou, backstopping officer for the Industrial
Services Project (APG/72/CL3): and Lr V. Yamamoto of the Industrial Training
Section, formerly UNIDO's Afghanistan desk officer Lr P. Laming,
Senior Industrial Development Ficld Adviser based in Teheran, joined the

mission for the first two days and Iir P Hoestettler, Assistant to the SIDFA
based in Kabul, participated full time

Although detailed teris of reference were nct formally adopted, the
mission had three main tasks:

1; Discuse the future of thF’ Industrial Services Project (AFG/72/(C3);

2) Identify the Government "e requirements for technical assistance

to the industrial aecto# during the period of the new national Seven

Year Plan and the Seco;x/d (ountry Programme (i.e through 1982); and

) Identify appropriate Iflorms of UNIDO assistance during the same period;
indicate possible me/ﬁna of finance including, i a., UNDP Country
Programrme, other UNI‘DO, UNDP and UN resources, and potential

funds-in-trust arrangements with bilateral and/or multilateral
_agencies.
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The mission conferred with Governwvent Officials and technical assistance
personnel in Kabul; it also travelled to the northern section of the country
and carried out factory visits in Pul-i-Khumri and hagar—i-Sharif, as #ull as
in Xabul. Pindings and tentative recommendations were discuesed with key
officials as the mission progressed A final roview mect ing led to
specific suggestions for interim and preparatory activities looking forward to
orderly development of a substantially expanded programme of UNIDO assistance

in Afghanistan. Pindings and recommendations arec detailed in the following
seotions of this report.
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The mission wishes to express its deep appreciation for the close
cooperat’on accorded Ly the Governrent in carrying out its work, for the
generous support of the UNDP officials, and for the warm responses encountered
on all sides from the people it met in Afghanistan

Capsule Description of the Industrial Sector and its Prospects

Afghanistan is a landlocked country with difficult transportation
routes fror the nearest seaports The population of about 17 million is spread
uneverly in an area of 6% ,00C square kilometers, much of which is mountainous
and extremely dry. The gross national product is about $1.% billion, or
somewhat less than 1100 pecr capita

Despite the natural difficulties, the Afghan agricultural sector is
well developed, often employing oxtensive irrigation systems. Some important
products are wheat, fruits, nuts, vegetables, cotton, rice, maize, sugar
(mainly beet), shoep and cattle There are known to bo varied and substantial
mineral deposits, but so far only natural gas, coal, salt, chrome, limestone,
clay, gypsum, and lapiz lazuli have beon exploitcd.

In accordance with the Government objective of balanced economic
development, industrial development has assumed increasing importance during
recent years Statistically, it is said that industry accounts for about
13-15% of the economy although morc than half is apperently accounted for
by small scale enterprises in the countryside such as hand spinning, weaving,
carpet making, and karakul production. Nevertheless there is an expanding
modern industrial sector which is naturally strongly related to the opportunit-
ies for processing agricultural products (e g. textiles, leather) and to the
needs for agricultural inputs and basic infrastructure (fertiliser, machinery
and spare parts; cement and other building waterials; natural gas treatment).

The Government has assumed a major role in establishment, osmorship,
and management of industry. This role will evidontly be furthor enhanced
during the Seven Yoar Plan now in process of being published. The plan is
roported to include major expansions or new oapaoity for coment, textiles,
sugar and agricultural equipment, i.a., whioch would be principally
Governmont owmed or controlled. There is also a vory active group of private
industrios and the Governmant sccks to continuc to benefit from private
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initiative and capital in the future

Since detaile of the Suven Year Plan heve not yet licen reloased, the
mission do.s not havc official figures on proposcd incustrial investment and
growth in output, dut it is understocd thet mwore than “1,000 million worth
of investmont projects arc under study, and that potential joint venturc
partners have already bean identificd for « nwuther of them. It is clear
that the added burden of duveloping and controlling new plants will intensify
the existing prossurc on the Covernment's institutional structurc, associated
with menagenent of alrcady opcerating plants  The Governmont has clcarly
forescen and accopted this challenge; it is striving tc preparc itseclf and

the people of Afghanistan tc mcot the incrcusing demands of an expanding

and morc sophisticated industrial aec’cor‘1

The Government has exprcsscd a neced for assistancc in various aspects
of its industrial development programme; this roport addrceses requiroments
and possibilitiecs for such assistance.

14 Study of Afghanistan's industrial inetitutions in the context of the
plamned growth programme has been undertakcn by UNIDO’s Intcrnational
Centre for Industrial Studies in cooporatien with the Govornment .
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L. _INDUSTRIAL STRVICES PROVICY (AXG/72/003)

A rajor factor in emtablishing the timing of thc UNIDO programnine
miesion wae the fact thet the Indur.rinl Scrvices Pre set wae “in trouble’ . »
The current projeet revision was eigned in July 197" and providod for o tenm |
of four expcrts to assist the Linistry of lines oand Industrics wntil the ’
end of 1977. The aseigncd functiensl task arcas may be summarized as followss ‘
a) Industrial policies, planning, and prograiaing; sctting up an . |
industrial information system; l
b) Proparation of pro-feasibility studies for now industrics;
¢, Evaluation of studiecs preparcd by others, and other tasks in ¢
support of the cstablishment of rcv industrics;
d) Ad hoc consultancy zssistance to improvc the operations of cxisting
industrics.

Unfortunatcly the expert posts, cxcept for tkat of the pro joect manager, ' .
woere not all filled immodintely, and uncertainty incrcased with thc onsct ‘ N
of the UNDP firancial problem, s most of the funding was frowen. An industrial '

ongineer was ficlded during January 1976 with a onc-year contract, but the

o

two other crperts, although identified, have 3till not been finclly clearcd

Although progrcss had bien consistently reported to be satisfactory -
given the incomplete statc of the team - the Government did not request renewal
of the projcct manager's contract -nd he left at the cnd of April 197¢
Then during Loy UKIDO loarncd that there was 2 possibility that the project
would bc canceclled and the “savings® applied to an JLO project. This was
the situation upon arrival of the nission.

The rniission sought to sort cut the complex details of the situation
through o scries of discucsions with concerned of ficials in the linistry of
hines and Industrices and the Linistry of Planning znd UNDP and UNIDO field
personncl. It also reviewed nuwmerous roports and other documents preparod
by the project

As & rcsult the miseion finds the followings
1) Rathor than wishing to do away with the Industrial Scrvioes t oam,
the Kinistry of Nines and Industries - at all levcle - wishes to strengthan it
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2) 1n carrying out thc torms of thc nowly completed Scven Ycar Plan
the Liinistry cf Lince and Industrics wishes to howe intcneive assistance for
(a) developing ncv industrics; (%) for improving the cporations of cxisting
industries and (c¢) for industrinl {iraining. Thesc of coursc arc all within
the scope of the project?s original objectives and tio Linistry would like
the Industrial Scrvices tcan to be strengthencd to makce strong contributions
in thesc areas

3) Expericnec since the project docuinent was signed indicates that the
project o8 written is too broad to be cffectivily nancged under loenl
conditions ond docs nol providc cnough resourccs to carry out its stated
objectiver  Thus a majer revisien should bu comsidered as soon as the
short range manning problem iz solved

4) Expcricnce during the post year alco irdicates that the total
institutional framcior: in which thc projuct operates is not compatible
with the previous idea that the industrial services project could he an
a)l-embracing “umbrclla® project for assistzace to the industrionl scrtor
The mission belicves that this oveor-ambiticus concept contribuf ed 10 the
“communicetions problems (letween departients of ihe Linistry of l.ines snd
Industrics and between that iinistry cad the linistry of Planning) which
arc said to have delaycd cxpert sclcction and other routinc matters vital
to cffective project implementation.

) The mission finds thet the Industry Depertment, to vhich the project
has been sttached, clearly nceds and deusires help in carrying out its
programmc rclated to ncw ond existing industries. Therc is clso 2 separate,
parallcl dcportment in the iiristry called thc Planning Department, which
the Linistry also sccks to strengthcn.  The :ission docs not belicve that
the singlc projcct cen scrve both Deportrants under cxisting or forsceable
conditions. Thus, thec inclusion of “planning’ responsibilitics under the
Industrial Services projcct has beon a basic source of friction. This is
especially rclevant sincc all formel comrunications regarding teohnical
assistancc ~re channclled through the Plonning Departnent on their way to
the central coordinating office in the Finistry of Planning.

6) Even without ost of the plenmned internationcl team, the project
produced & large number of roports ond othcr documants. Although the
docuremts cre impressive in their scope, the mission fceels that in
rctrospect it might have beon better to linit the number of documents
somowhat and concentratc on achisving o highor standard of thoroughncss.
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e are fully oworc of the natural pressurcs for completing a number of
assignments very quickly and of the lock of dctailed statistics and other
supporting informat:on  Dut the olgervation is rocorded ns covtion for the

cxpanded tcam during futurc operat.ons.

In responsc teo the forepoing, the mission prepored o rough draft paper
outlining o possibhlce “modular” spproach to riesh~ping the industrial sorvices
projoct. The concept was to complete the prosantly planned threce-mon toean
end employ it as = spccialized now-industrics wiit (prefeasibility studies
and cveluation work), then to creste two additional specialized tcams for
cxisting industrics: onc . coasultoncy task force for high priority opcrational
improvemants and the sccond; for developing and installing uniform systors of
financial and cost ~cecounting, and personncl nwmagoment. [Finally the cxpected
industrial training adviscr would be crtended ~nd nsked to help dcvelop o

scparate large scnle project

Becouse of the substratial incrcnsce in resources ncodod, it wos
suggestod that the Government might invitc U'IDO to acck zltomative financing
sourccs (such 19 bilatcral funds-in-trust) for tho two tcams to assist
cxisting industrics. Further, o scparate industrinl planning projcect would
he built uwpon tho base of w Vindustrial plaonning wisgion” alroady in the

pipeline.

Subscquent discussions in the liinistry of liincs and Industrics and
the ['inistry of Planning apparently verificd most of the mission's analysis,
including thc concept of scparctc ~ssistance projects for nov industrios
developrent (Industrial Deportoent) and Industrial Planning (Planning Depart-
mant) within the Linictry of Lines and Industrics.

The Praining Adviscr appears to Le fully agreed upon; fiolding of the
industriel cconomist ond the financial adwviser was agroed, subject to
approval of ~ dectailcd workplan which is being proepared locally

A rodified appronch to cssisting cxisting industry wae svggcested by
the Linistry of Plcnning. Yhile strongly supporting the concepts of applying
improvcd industrial accountancy systcins and providing a task force to
incroasc opcrating results frow oxisting industrial investuents (not limited



to “capacity utilization”), the hinistry wondercd whethor there might bo
adventoges to organizing this work to tockle = single inmdustrinsl Urancl first,
on o pilot basis., This wovld no dovdt logically be the toxtilc induutry
becouse of its primery importance wnd catonsive furthor dcvclopacnt plans.

Dut tlic activity would be separsted irowm the industrizl scrvicos project,

cnd it is further discussed beler in Seetion IIT c2d in Amnex A

LI A iAY OF ACTIVE WHCHNICAL ASTISPATCE RMQUTSTS AND SUGGRSTIONS

In the coursc of its consultaticae thoe mission discussed o grent oany
potenticl tochnicul ossist-nce cctivities. Somc cre approved projects, othors
have been of ficinlly requestod hut .10t yei npproved. Still c¢ilers nre in

carlier stages of prepoar~tioa, whilc sosic arc only “ideas’.

Bven though there rc morc project possibilitics thcn available resources
can support, tic ~ission Los recorded moot cof tho in tabular foras (Table 1)
and briocfly comrcntcd on thair in the text. Mhic is conpidered to b an
eepeciually usclful oxercise, since the time perspertive is long, and werthwhile
projects which can't bhe fwaded now, may be picked vp later The items are
erranged under two mnia hecdings, “functional A=zvistance” and “Pranch and
Produci Assistanre’.

It is especially notovorthy thet in the interosi: of econony ond
managerial efficiancy, clements of somo of the funrctional nctivitice sumiariged
below could bLe conbined during subsequent projcct design deliberations.

A. FUNCYTORAL ASUISTANCE
The folloving itume reflect requcste and suggesticns for activities
vhich would spon various industrinl brinchos or products.

1. Industrial Serviccs
The inission’s oboorvations and recommondations concerning tho Industrial
Sorvices Projicct (A1'G/72/003) are detailed in Soction II of this report.
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2 Incustrinl Ploming

The industri-l scciion of the Seven Yo r Plrn t-us prepared iy s otes

vhicll inecludcd perscncl fron the cinistry of Plinaiag ~ud fro: the inigtry

of Lincc and Industry ~ne other —“inistrics involted in industry, *=s vell) -~z

sorc hilcterel rdvisers Follov—-un jnl.-".mlin{, eetivitices fo corry ovi the

otjectives of the plon 2 -onitor iis - iplerentation ill ne Cowlt racmire
furti.cr streagtiining of criglis goorpeisations  The Liaistry of Lines ~nd

Industrics intaacs to stroaarihe: ite Pl mning Denort: ant, and the LAler is
interesied in "IN -sistonce. inistry of Planning iadicatcd azupport for
the ider of e ﬁfin.g & glagle nloaniag rdviaor, vith -n arpanded project lilel:r
o8 the role devilens  Linistry of iincs nd Incustrion is draftiae terr s of
referencc for < initi=l nssifncet (vor @ of roeferanca includel in tle

N . . . ” v ! -t
inactive pipeline proiert (mg/ /-3z) are aow ohmolete .

3 Industrind Infore tion

The Govern:ent is =%31l intorested in the Incuvstri-) Tnfor-~tion
erploratory issien (L2G7 L1 zliheust it hes been deferred to e
beeouse of funding restrictions  fhere ic no douwst i the idnds of the
visgios e lers thot therc is o viront need te Huild wp = syeto of
collecting ond an. lyc Ang inforistion €1 $l e industrial soctor. Mhis is necogs-
ary for plauning purposce ~nd oloo for coaitoring perforivitce rgcingt tlic nlin
Accordingly it is liliely +hat cetivitices in thig ficld - ny he ierged
orsanizaticnclly with those consice ed wacer tlic inC stricl plaming” heading
Althourh a Centrel gtatisticsl OfTico hag reecontly Lieen estahlialod in thoe
Prive . iniglcr's 0ffice, it will 4 joint ciforts, and ronsiderah™lc tii o,
to Luild wp & fullyr operaticacl systc

A _I‘nduetrlu.l (ionmj;t*gi&c_y

“he Governiant has c:precsed interost in considering the estclishi ent
¢ an Indvstricl Gorsultancy Cormany which vould eventurlly operctc on
fully ceovrereic) Lasis Prclivinery idens on the subicet hove cen prenarsd
Wy the Industrinl bevelenient Soaly whiich vould lite to coopercte in the
project. A project dete shoot roquesting a preparctory insion from Ul ILC

ves rovised 1y the inission mnd is oine processed "y the Covernient.

Accorcing to tho tentative ruidelinen, the copany rould offor serv: cec
1 comivoction trith sectornl planning, pre-foasibility aad foasihility studies,

o e gl
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project dosien, irple -ntotion nd wage ont Porticipotion Yy o foreim
coansultoney Tir in . Ldud of Joint venture is ~nticipeted  The ission

will Ve arved to evalucte tiic concapt a1t prenico dot Liled nlann if pocsitle
x -

Dven iore direct, mad hepefully nore iyocdiate, in their Denclicial
. effects on output ciid econciric results will "o tlic veo of speciclized teava
ond tesl: forcos directed eitlier to o Tuictiencl cre . swh o3 incustricl
accounteacy (Section IIT L Y or te rele.siag 1l netential of an industrizl

“ranch, such ~s the te tile industry (plessr zece TIT T 0

Indugtrial .. naje ont
There i3 no dout thot Vcopaible  .mage-ent’ is . cornerstonc of
industrisl dovelcpirent  In the lemg run (in ~ccordancce vvith the Seven Yeor
Plan and it< sucressorc; this woons tr.ining and on-the-jo: experiencesy
an€ this aspect is touched upon in the sertion on industrisl training
There is nlso o strong ianagerent develor.ent cffecet frow. properly crecutced
consultxuicy casignironte ~nad the proposcl for vn Industricl Consult.sicy
Gorprny is relevent te this tspect

3ince; as suprested Ty the alhove, Cuenagecat’ is such o Lyond ter,
the igmsion has aot otteipte” vo cover ¢ll peusille smnnro cnt-related
subjects wnder one hcuding  Please sece also the felleuins tvo scctions,

AC and 4, and the section on the textile industry, 1 ., #5 exc-plos

It ie worthvhilc also to ncte tht at least two othor UFDP-financed
projects -~ lcewoides the Industrial Services Project - zic 2lso desigicd
to rake o contribution in the ficld of incusiricl ~wisgenant  These -re
the IIC lannperent Proicct (AI"G/ ]1,/%".;) and e UiPA nroject on puhlic
administratien The winssion is indebted to . escsrs Fools ad loreross

for their soncrous contri™utions of infor ciion .wd insights

5. Industrial liehatilitstion

Sapreity Utdlization

E Operrtionsl Trouble Shooti

' The Linistry of l.incs und Industrios has expressed great concern to

¢ wake full use of cristing industiriil invest:ant. The riiscion unCerstands tlict
sone factories 1oy need assistance to reach or recover their full operating

Y R R N T e N N . TN e S N
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potential  Erarples of such factories are t1he folloring:
~ Glass Toctory
- licycle foctory
~ Jallalnbed Surmcr
- Lazor--i-Shorif U hwnduz Vegetoi'leo 0il «nd Soap

Plugstic pipe extrusion

Fanduhar fruit Conniag

Therc hns iwen & recent oxchange of correspondence on this subject
One possible concept cf tcchinicol cssistance vhich ves discussed Wy the
miseion was the crention of o cape. ity utilizotion tasl: force which would
be able to diagmose proulers and either help to solve thew dircetly or
arronge for the provisior of specialized skill.  Impleientation is discussed
ebove under Industrial Services (Scection IT) and :cre fully under Tertilc
Industry (Anne: A), below The ter “caparity wtilization” s uscd here,
erbraces such concepts as, i w., productivity vpgreding wnd urketing preduct
in adaptation.
v Industrial Accountancy

Leny officials ond plont directors cipresscd their ecncern over the
difficulty in detcrv.dining how vell or L..dly . f-ctory hes performed. fhe
accounts ar: scid 1o T.¢ two or three yenrs hehing, in rost cascs. In onc
plant the : ission vas shown inceri 5 ordurs and good- disbursc: ont papers
Learing cpproxirately ten sigisturce each, ond it was stoted that sinilarly
complcx procedures apply at cvery step. Ue alsc he:rd reports thet most of
the publicly owmed industries arc lesing woncy. Whoether the lattier is
true or not, the nission understands that Loth Ley Govermwent officials and
industrial .ancgers went to nodernize their financial and cowt accounting

systers, so ih.it they can wake sound and tivcly operating decisions.

There is no doubt thet the tasl: of introducing flexible, cormon mysters
vill Le diffiecult and tiise consuning TPor exarple, legal requirenents under
the Tassidy Law ney rostrict the secope of practicablc chunges in some arcas
The »ission believes that - nilot-scheme, concentrating on onc or morc
“willing” cnterprises and then sprcading the seri-standardized cpproach to
other plans is the beet way to hogin  Ploate sce Annex A for a suggosted
approach, involving the textilc industry.

T YIS —— s RpT—
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0  Industri.l Preiotion

The Private Invcstwent Promotion Deportront in thc Linictry of Plemning
ie responsible fer c¢icour.ging developrent of privete industrial investmcnt
It adrinisters the Yorrign and Demestic Privit o Investront Law of 1273 (1¢7 )
which calls Tor rolliboration Letireon public ond privte invest ent for

“progress, coordin~tion and hulanced covelepnent of the econony’

An investiomt coiirittce compriniag the inisters of Plenning (chairman?,
Finance, Agricuwlturc, {ow. wree, end ooines ond Incdustry, approves investments
to be made under the l:w, which voy involwe up to ¢ forcigm investrcent.
Criteric againet which Goeirability of projects is comsiderew arc the follow—
inpg:

1 Lexiown use of Afghan raw aterisls
< Lavivws use of Afghoan ~anpouer
2. Import suistitution
4. Inercasc in quontity and veluc of crportable iicism
. Sotisfaction of the comion nccds
o Use of Afghan incustrial products, and

Feo Lesrinee value addee

Approved investronto roccive tox ovorptions and favorablo custons duty
trcatrent as well as other vencfitc.

The Departuent previously received ilateral ascigtance for a nwiber
of yeare, wnd a nienber of the ileteral teas won retainced for six months
during 1977 under UNDP finuncing (APG/7../uif' A roquest for follov-up
UI'IDO assistance has Tcon - ade 'ut is not vot prograwed for inplementation.
The Presidont of the Dep-atuant crphcaized )¢ need for help in working out
rulcs and regulations for applying the investient lav. He clso stressed the
noed to move tovard r. work-llc clagsification of industries to he
reserved .or cithor privote or nublic gector investi.ant :nd these which
night be open to both. I"inally the qucetion of rcvising tar rcegulctions would
bo addressed There may be a ncod to reviow the ocxisting projcct decunent |
(APG/i/L07) in light of thesc prioritics.

The mission also discussed the prospects for industrial cxpansion in thc
countrysido through the premotion of industrial coopcratives. It vas learncd
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thut cooper.iive factories could, ot present, only bo crcated widor the
winistry of Agriculturc; hut would have to curry out their production wdcr

the Prime  inister's offire

> lactory Estrlishrent

The nced For aecclercted csteblishnanrt of new industrial cnterpriscs
is fully rccosnized in cormcetion with the Seven Year Plan. The rission's
findings on thin subjeet cre detailed in Scetion 1T which deals with the
Industrial Scervices Project. 1t should lso he noted hers thnt UZDP is
presently finwncing on ILED 4toa: ot the Industricl Developinent Bank of
Afghrniston which hos been assisting in the devcloprient of that institution,
perticulerly for the finrmcing of snall ond wcdiwr Sizcd private enterprisc
The instituticon's role cnd programics arc presently wader review., As a novw
approach, the Dunk is rroposing to associstc itsclf in the creation of an

Tndustrial Comsuliancy Gorporation (scc A +, auove)

It is undcrstood thet the winistry of Agriculturc also plays an important
role in cetullishing certoia kinds of agro~industri cs, a3 well os in the
formetion of coopcratives In rcirospcet the irission rcgrots that its pro—
gramre did not include consultaotions vith officials of that wilnistry .

In all of the princip.l consultation reetinge in the Linistry of i.incs
and Industrics ond in the iinistry of Plonning, the scnior officiuls strongly

emphasized the ivportonce ~ind urgoney of Industrial Treining in Afghaniston.

The Governiient hos clrcady requestcd an industrial training adviser under
the Industrial Scrvices projcet. Since tic original request, thec jol
description has bLeen cxpandcd to include a careful onalyeis of the requiremonts
imposed Ly the industrial -rojects included in the new Scven Yoar Plan.

Peccuge of its increascd corplexity, the rission has recommonded that the
threc-nonth assignment »c extended to ot lenst onc year. This would also
permit the adviser to assist in preoparation of o longer range, large scalo

technical assistance project for thc training of high level wonpower

Pielding of the treining adviser awaits only final confirretion of the
Govornment *s sclection. It has bean suggestod that the question of cxtonding
the essignment Lo considered later, to avoid colaying the adviscr's arrival.




B IRANCHL D PRODUCT ASSISVANCE

L my bor of wevivitice hoove Bez. requested to masist in the develepoent
of specific industrizl Vranches or gingle products  This scetion swiscriscs
thosc itous which hove comc te tho issients ottonticn I ghould e noted
that the ite's ciise fror soversl seurces. Cuite o fow arc direcet i'cllov-up

1T

activitics to cerlior verl corricd cut by UU'TH0 preject persconnel or con-
gultants. Othcers rupresent reeunt suggostions Ly Covernwent cfficials or Ly
UNIDO staff. In most cones further detnils are aveillble fron UNIT) hocad-

quarters or the UIDP/UNING cffice in Kibul

1. FEetrochiericols

A consultant, .r Yerguson, wudc o prolaminery study in 1¢7° ond proposed
a phased developrent which would require substnratial ciport of production
in order to D¢ winkle. UI'IDO has since proposed that on altemutive approasch
be explored, rclying in the first stnges oa reletively seall sczle batea
processing for the loccl werkcet . wilidteral studics wro a2leo Leing considered,
and UIMID0's furthor rotivity depends on the Covernmant's -nalysis of
alternatives. At the Governneat 's requost, the SIDPA hns askod thet wr
Jollik's rcturr - ission (pleesc sec itum P 17 should couccntrate on o
prelininary outlinc of proicect oppertunitics in thiz arcs, relying on natural
gas as fcedstocl:
. FPhomzcouticals

A projert to study the [casiltility of cstablishing a Governrant drug
manufacturing plant (M‘G,";’C/OZ'.) has been in proparciion for somc tinc. The
-iseion vwas unable to meet the llinister of Public Henlth, Hut did contact an
adviner in the winintry ond irTormally reviwwed o rcvised projoct proposal.
The proposal appears to be technically acceptable and will o officially
submittcd for Governi:at action.

3. MmI Gas

At the Wow Delhi necting on UNIDO operations Afghan officicls expresscd
intorest in o UIMIDO study on wtilization of natural ges. Tho mission did not
receive any furthor commant on this projoct, {rom Government officials,
although the SIDI'A has comrunicatod previous Government roguests to UNIDO
(mec T 1 ebove) . |
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Afghonistin is well cstablished in the toxtile field, both for iraditional
ané moderr procduction uiothods. Cot-on, woolen, silk, md royon matericls arc
produced. In particular, cotton ic.tiles arce the largest providcer of
industrial ciployuent and viluve added in 12 country. In rcsponsc to ’
Governnent suggestions the miusion h.s outlined o proposcl for a najor
technical agsiatance project. UNINDO will follou wp with a dctailud work

programme for preparatory activitics, (Also pleasc sce Anncx A )

. Iibre Industrics

The SIDFA hos discussced vith various officials the possibility of a long
range major developrment programme coverisy; technicnl and econoiric aspects
of o rangc of industrial fibiers his wvould cvontually involwve agronomic
cipocts (through 1A0's participation) os wcll 26 industrial aspects. A draft
data sheet has beon preparcd to provide for o 'scoping study™ to cxplorc the
overall potentieal in teris of clternctive products and technologics, and
their economic potentisls. This would lead to large scale oporations later
in the planning period
¢. lLeather

The mission was inforned by the Presidunt, Ixport Promotion, Linistry
of Comnerce, that there is o great ncod for a project to improve lcather
processing s0 that crport sales cau be incrcascd. A droft project docuuent
covering o pilot plint for improvcuont of loather processing was sunt to
the Residont Representative in Junc 197¢ and could scrve o the basis for
deveoloping 2 project.
7. Iron and Stocl ,

Therc is a sizeablo iron orc doposit in a rowote section of Afghanistan,
and adoqucte coal deposits clso oxist. The Governmant expressod intorest
in a UNIDO study on iron and stccl rosources and processing altornatives,
et tho New Delhi Scrinar in January 1970 A cdraft project dat~ shoct wac
sont to the kceicont DNeprecentetive in Juno 197€. This study would considor
soL0 non=convontional process possitilities which have not becn dcalt with ’
in provious pro-feasibility studios, including natural gas utilization for
direct iron—ore reduction.
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0. IDngincering Indusirico
In Junc 1777 UNIDO scnt three relnted drad project dato vheots 1o the
Resident I oonvcsantodive for tranemittnl teo tho CGover nonts
A" Mecluolory tranafcr: Apricultur:l tocls and i placonts,
siiple neted products, sprre ports, cte;
b) Tevicer of interedints tecinclogy on sitnle weincering
incurirics;
¢ Acsintance to Jangmalelr Daginearing Yortis: Product diversilication,

production o pansion, il rvral industriclizetion.

The Ffirst twou projects cre iInter-rezionnl cotivitics vthich would assist
participating couwatrics to tolic adventaoge of developuents clsevhere
(particularly in other devcloning countricr). Tor thene, UNIDO would
like to have an cxpression of the Geverrcut?cs interest, and of Jangnlok's

villingness 1o purticipatc.

The third project surgests o renge of wctivities involvwing Jongalel —
gone of which crc complerantery to worl: heing porforred by the ILO tea- and
some of which vould be entirely novw activitiocs. Thisz should be devcloped 1o
inelude progressively crpanding supplics of i.achintery and coupouacents to the
textile industry.

Although the nission visitod Jengolak, the purpose ot thet tive e
only fariliarization with o aajor industry. Those possitilitics for involving
Jangalak in thc inter-rcgional cnd national cdevclopmoent prejects will nced to
o discussed in follow—up scesions. There is alaso o proposal for spall voluw s
agsently end progrossive production of tractors which has beon discusped with
the TD"A.

9. Building lotoriels
A UNIDO consultant, ir. Sclim (AFG/|../001) studicd the brick-muking
facilities around K-bhul and made cortain propoca.ls involving re-sctivation
of the forror Hochticf pliont and so.c¢ laboratory testing of raw natcerials,
i.a. Although the Governiont hes nct for.iclly comsented on the ropert, the
mission loarned that the brieck valiing plent hos indeed beenn ro-cetiveted. It
would still be timely to lowrn whother the Governsont cndorscs the ronaining
proposals of lir. Selin, =s eonc follew-up (including thc testing) should thon
bo undortaken.

. . T [EVRN——
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1G. Yood Products

Althourt vood is relatively nerrce in oot of Afgheniston, there is o
ihriving vood procducts induntry - norticulerly in furaitvrs.  "hiere hos nloo
Yweun ooprouosil to estallish & vwood-woel ccoent boerd fwetory (o preli innry
notc cn such o projcct ran prepercd by the Industrisl Sorvicos Project) o
1o dount the preduction of cilier rrood or oed vaste hosed »otorials covld b
considered as cltorvetives er cemplenats. It sheuld e netecd that wdor ti.
cristing ixcthode of Torcot cipicitotion by hand lolor, -y of the wood Ly--
products vhich could ¢ processced intce industrinl inter.cdiatcez orc presently
conpw.cd o el . Fhus L ostudy of oltormutive rou retericl svpmlics would

geon aosirable.

UNIDO has muggosticd tant the fumiture ond jeinery industry could bencfit
fror advicc on woed geosoning and on iuproved production -nd onagesent
mcihods, «nd possibly fro.: the services of ~ furniture disigner. A drafi

project docuwiwnt wes sulwitted in June 19°7C.

11 Vogetable 0il

The rmission visited a largce vesotable oil citraction snd processing
plant in Lozor-i-Shorif whieh had hcen parti. 1ly creetud some yorrs ago, but
is ntill not complcted. Dctails of the background arce given i the visit
report found in Annc .

The Governnent is sccking assistance to complete the plant ingtallation
oand moke it operational. The President of Industriecs inforned the ninsion
thet o contract to completc the job wos lLeing discussed :ith @ firn in a
neighbowring country. Thce SIDPA has recorzacnded thot o highor tcohnology
cxpert should be ficlded beenusc of the complo-itios associztod, i.o., with
hydrogonization.

12. Food Proccssing

UNIDO has suggested thot the Governiont consider nceds and prioritics
concerning local prucessing centrcs in rural towms and cuality control for
food processing industrics. Two draft projcet proposels woerc sulnitted in
Jwe 1976, The mission did not haove an opportuniiy to discucc these
suggestions with tho Governrmant.
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A UifIDO concultant, ir. Cor (A'6/:.'/i ;) has proposod an aspistancc
projcect ¢:1led “Develepment of the Gloss Tndustry. The Coverniont is very
intcrestod in the subicet and therce is repcrtedly o chance of dircet Gssisi-
anco from tue thincse. Thus further UNIDO iavelvenant uill awvait the outcoine

of currant acgotiations,

1. uisccllancous

A UNIDO consultont, ir Jol:lik, vicited Afghanisten for o fou doys during
ey 1070, e diseusscd o lorge nuweber of potontial indwdrinl opportunitics
with the Qovernvient, Yhe Presicdent of Industrics oipresscd a strong desire
for o fcllou-up irission, coaccatrating on iplencentation of seleeted opportun~

itics.

Although therc arc various intcresting proposcls which could be followed
up, the mission Teels it in cssontinl thet . scecond vieit be carcfully
designed to concantratc on onc or tvo arces vherce short torie practical results
arc likely, or which deserve special priority attuatien beeausc of their
cconomic potanticl. (Additional wisciomns could ¢ orpenrized later to consider
other idous).

Onc vory attractive item vhich 1r. Joklik has agrecd to follou=up on io
the plastic cirusion nachine, which requirce only o speeial dic to vermit
production of Ladly ncedud water piping.

A sccond itcan which the rission, including the SIDF4, favorod strongly
ig thc possibility that lLir. Joklik could neke a stort on devoloping the snall
soele Latch production of petrocheomicals (sec item 3 1 above).

»
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IV. A _TENTATIVE PROGRAMME FOR 1977-1982

The previous section reviewed aotive requests and suggestions
for future technioal assistance. Using the review as background in light.
of Govermment priorities established for the Seven Year Plan, and
considering financial availability and oonstraints, the mission has
tentatively cutlined a selective programme of teohnioal assistance
for the industrial sector during 1977-82. The result is summarised
in Table 2.

The programme represents a possible framework for planning the
allocation of technical assistance resources. There are four main groups
of activtiess

I Establishment of New Industries
I1. Assistance to Existing Industries

II1 Industrial Training

- IV. Industrial Planning and Information
The first three groups correspond to the three top~priority objectives
whioch were foroidbly expressed to the mission by senior Govermment officials.
The fourth group comprises basic services required to make the cther three
offective.

Rough estimates have been given for resources required tc carry
out the activities indiocated. The figures suggest that a basic programme
of somewhat more than a million dollars a year would be compatidble with
the needs of the Seven Year Plan.

02 course the Government will consider its priorities among
sectors and within the industrial sector, and may add, delete and change
items acocrdingly. Secondly, the resources needed are more than may be
available from UNDP, so final programming must dopmd upon ava;ilnhility
of adequate resources. PFinally, although UNIIO would be pleased to
execute all of the above activities for Afghenistan, it may be that thers
will be opportunities for some to be carried ocut direotly by the Govern-
aent, or by nthere.

™e aission cannot accurately estimate how much money will be
available through UNIP for technioal assistance to the industrial |
sector. The overall UNDP progreamme during the planning pericd will

of oo
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average about $7 million per year, after deduoting current "borrowings".
Although comparisons with other oountries may not be fully valid, the
industry programmes in many oountries familiar to the missic: fall in

a range of about 12 = 18% of the UNDP Country Programmss. Purely as an
indiocator, this range would yield between 850-1250 thousand dollars per
year in Afghanistan. Since Afghanistan is devoting a sizeable fraction
of its investment and trained manpower rssources to the industrial sector,
the migsion considers it fully justified to recomment stepping up the
level of technical aseistance to the sector, corrsspondingly.

~ Tmble 3 can best be called = bageline programme , i.e. a point
of departure for future discussions and negotiatione. In line with
the evident need toc oonsider additional sources of finance, the miesion
has designated five of the suggssted assistance activities as candidatee
for the use of funds-in-trust to supplement (not necessarily to replace)
UNDP and other UN reecurces. If the Government agrees to such a '"'multi-
bi" approach, and sc requeets, UNIDO will approach its contacts among
other funding agencies to establish their interest in supporting the
activities.

In outlining a programme calling for six million dollars in
technical assistance during the period of the Seven Year Plan, the mission
has responded to the Government's expression of urgent needs and to its
own assessment of realistio levels of aseistance inputs. Although the
programmed level of assistance is oonsiderably higher than that in effeot
during 1976, the mission recommends that the Government urgently consider
adoption of such an accelerated programme in support of ite ochallenging
industrial develcpment objectives. UNIDO will do all within its
capabilities to assiet the Government, on request, to implement whatever
programme is ultimiely adopted and to work out implementation details
including both technical and financial aspecte.

At the miesion's final review meeting with the Resident Representative
and Govermment officials in the Ministry of Planning, an earlier draft
version of this baseline programme was discussed, together with certain
interim and preparatory actions. Mllowing the meeting, the Resident
Representative wrote a oconfirming letter tc the Minietry of Planning; ” )

a oopy of the letter is included as Annex C.
¢
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The Cotton Textile Industry (with its related activities) is the .
backbone of Afghan industry. The new Seven Year Plan shows the
Government 's determination to continue the sector's rapid developmend.
And the UNTBO mission's oonsultation with Government and industry
officials oonfirm that there is a strong determination to improve upon
an already strong record of acoomplishment. |

Cotton is growm in four major areas:

North-Eastern Region (Kundus)
Northern Region (Masar-i-Sharif)
Western Region (Herat)

South-Western Region (Helmand Valley)

Mach of the prooessing is geographically deocentralised to the growing
" aress and the Plan oalls for a continuation of this pattern of develop~

© mant,

The cotton orop has tended to be uneven, varying between about

© 50,000 and 100,000 tons per year. There is evidently an intention to
spproach a doubling of the crop through added acreage and improved
prectices. The dimensions of the potential proocessing industry become
apparent from the fact that each 100,000 tons of raw cotton will yield
roughly 33,000 tons of ginned cotton, 9,000 tons of cotton seed oil,

" and 56,000 tons of ootton seed cake. The ginned cotton in turn osn
yield about 230 million meters of cotton textiles, uoi‘th,botmn 4 and
S billion Afs, ex factory.’!

Around half of the cotton orop has been exported in the past, snd
looal cotton textile production has varied in the range of about
$0-65 million metres, The 100al market is said to be mich greater shem
production, and this seems a reasonable oonclusion sinoe the looal \

production is only about 3 metres per oapita.
' ¢

.. . -

/1 088 1,00 « about 50 Afghamis.
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‘;‘tblo 3 summarises some available information on the industry.
The tsblo indioatss the regional ohumtlr of cotton produotion. and
moouing, indicating both opout:lng and plmnod oup&oity. There '
seems to bs no immediate shortage of ginning ot.pnoity even if nominal
oapaci.y is scmewhat overstate.. As for spinning and weaving, ths
newly operational sxtension at Bagrami, and those in mroosss at Balkh
and Gulbahar ensure a.5(7 inoreass in oapacity over a very short
period. Furthorf ospacity being planned for Kandehar and Herat should
at least bring the industry olose to satisfying local demand and may
offer the possibility of more substantial exports, if oosts prove to
be competitive. .

In terms of raw material supply, the total of existing and pllnntod
weaving capacity (153 million metres) would absorb about 22,000 dons
of ginned cotton, or roughly two-thirds of the orop produosd during
the very good year of 1973/4. With oontinued attention to the '
uc'ionltml side, the planned industrial expansion seems to be .onmh:
bond, assuming ths looal market pro:joot:lonl prove to be sound.. In-
olulio__n of a greater proportion of two-fold yarns and higher q\_ulity'
mvinc and patderned styles ﬁpuld inorease the weaving capacity seb-
stantially by produoing slightly heavisr oloths,

With the indusiry already so large, and expanding towards sn annual
Surnover of over 3 billion Afs (in cotton textiles alone) during the '
next nvui' yl;rl. the Government is anxious to ensure that all goes °
well, There is interest in potential UNIDO assistance in various as-:
peots of the subject, in the Ministry of Minss and Industries, in
the .mniogz-; of Planning and in the Ministry of Finamoe.

.
m present structure of the industry is pu-tly indicated by the
otmonhip symbol following the name of each faotory in Table 3.

" The Afghan Textile Corporation is a private fim whioch oontroll
over lu].f -of the existing oloth produotion. But tho Government oontroll
ﬂwcmiu industry (it has a 54% interest in the Spinsar plant) lnd
iss. plcnnod weaving capacity additions will omtully give it I pun—
mowtit role in textils production and marketing. Yet there is mmﬂy
no formal coordination among the Government plants. Bach president

'“\
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operates under the direotion of his own boird andfor chairmen but there
is no oentral management bYody conoentrating on the problems and oppor-
tunities in a systematio way.

There have been recommendations by bilateral and UN advisers that
a textil. holding company be cre.ted. The mission understands that a
German adviser is ourrently preparing an updated plan for such an in-
stitution, and the Ninistry of Mines and Industries expeots to ask UNIDO
40 help in evaluating the resulting proposal.

The mission discussed the need for speoialised management teams with
the Ministry of Mines and Industries and the Minisiry of Planning. The
suggestion was that two specialized teams should be added to the existing
resources: one oompletely dedicated to installing standardiced systems
of finanoial and cost acoounting, and the other a mobile task force fo;
operational trouble shooting (production, marketing, maintenanoce,
personnel problems etc.). Theme teams were originally suggested to work
without limitation as to segment of industry, but'tho Ministry of
Planning encouraged the mission to consider using the oo*ton textile
industry as a high-priority pilot projeot along these lines. Accordingly,
the mission has modified its suggestions to take acoount of the textile

industry's special importance. A work statement for preparatory acvivities

is being transmitted separately.

In addition to the management upgrading summarised above, there may
be scope for oonsiderstle tcchnical upgrading of the industry's products
as greater utilisation of raw cotton produced in the country is achieved.
There is thought to be additional scope for oombing, ply-twisting,
mercerising and improved finishing and printing to inorease Afghanistan's
oompetitive strength in world markets.. There will also be opportunities
%0 inocrease the return on investment hy introducing large-scale imitted
underwear fabric for the out and sew making-up seotors.

Purther possidilities for the use of ocotton linters as rew material

inputs may include eventual production of nitrocellulose, explosives, lao-

quers, and rag-content bond papers as & substitute for expensive imports.
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Bagrami Textile Factory, Kabul, is a publicly-owned mill. Its
capacity is 30 million metres annually, of whioh half has been in operation hd
for only three months. The new c&paoity has slready achieved 6("% .
efficiency.

Total employment is 3,600 of whom 2,900 are production workers, on
three shifts. Most have received education through the 6th or 9th grade.
The normal wage is 1,300 Afs per month and thare is also a 250 Afs food
subsidy. Medical services are free.

All of tixe plant equipment is Chineie. There are presently a few
Chiness experts in the plant, assisting with the initial operation of the
new capacity. (The original plant hu been operating for 5 years). Dye-
stuffs are imported from China, Switzerland and Germany (BASF). Maise
starch for sising comes from Pakistan and talc is also imported, There
are plentiful talc deposits in Afghanistan but the fineness roquirod (300-
mesh) would inwvolve a specialized processing unit.

Printing is done by roller. The plant has its own design department,
and the rollers are prepared by a puntdgnpﬁ process. Designs are seleoted
for production after oonsultation with some of the textile tradere. There
is no problem of slow-moving or unsaleable designs because demand far
exoeeds mppi,y. Ex-factory prices average 17 Afs per metre although the
range is from 12 to over 20, A small pcromta‘o of produotion is textured.
veave and some involves the use of hanb-dyod yams.

Spares are obtained from China. About 15,000 parts are stoocked and
the spares inventory is valued at 20 million Afs. It takes about 6 months
t0 obtain spares. Order quu.ntit.io'n are intended to last for one youbr,
When half the supply of any 11:0'.. bas been used, it is re-ordered. A systen
of preventive maintenanoe is employed. Bach day a few machines are shut
down for routine servioing. o

Last year 600,000 metres of textiles were sxported $c the United States
and there is interest in at least amother million metres. But the Govern-
ment is restrioting exports because of the strong local demand.




-31-

Ralkh Textile Factory

The provinoe of Balkh (some 400 km. north of Kabul) produces about
10,000 tons of ootton annually, of which about 1,300 tons per year ‘is pro-
oessed by the Balkh Textile Factory. The factory has its own spinning
department and has 210 Pioanol (Helgian) shuttleless looms with weavine
capacity of about 10,9 million metres. Present production is about 80f
of oapacity beocause a number of the looms are in the proocess of deing
restored to full working order. The Belgian looms produce cloth of two-
metre width whioh is thon slit before final processing.

The original plant investment was about 620 million Afs and a 300
million Afs expansion projeot is nearing oompletion. The sxtension ocom-
prises 400 Russian looms, which have arrived but are not yet installed,
plus spinning capagity. It will add 12 million metres in ocapacity. Some
edditional finishing ocapacity will be required, but is not inoluded in
the present expansion projeot. '

The existing finishing department has eight-colour roller printing
with oapacity of sixty metres per minute., There are presently two Frenoh
experts assisting in the finishing department.

Cotton is purchesed for 44 Afs per kg. Bach kg of ocotton produces
seven metres of fabrio. The cost prioce of finished fabrioc averages 14 Afs
per metre and the selling prioce cx-factory averages 18 Afs. Thers is a
large lo0al market and there will be no diffioulty in disposing of the
additional production, Total employment is now 800 persons.

This factory has & history of difficulty in maintaining the Belgian
looms. Two years ago more than half wers out of production for le-* o
spare parts. Now all but about 3O are back in production. A supply of.
spares has been obdbtained and the factory will soon have a Belgian expert
0o assist in repairing the looms. The company's polioy is to import all
spares, exoept in ocase of emengenoy.

Duii-Reari Textils Paotory

~ The Pul-i-Knumri Textils Pactory is sbout 200 km. north of Kabul, It
is one of ) plents of the (privatve) Afghan Textile Corporation. Capesity
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is said to be 90,0N" metres per day or about 27 million per year.:
However, expeoted production for the ourrent year is about 21 million
metres,

The spinning department comprises 30,000 Platt Bros spindles, of
which half are "o0ld" and half '"new". A small amount of yarn is supplied
to local hand weaving enterprises; <the rest is woven on 1038 looms:

550 mechanioal, supplied by Platt Bros. (U.K.), 1939,
malts umknown

304 Automatio, German-made

164 Automatic, Russian-made

The factory produces only gray oloth which is sent to Culbahar for
bleaching and finishing. There is of oourse no marketing department,
sinoe Gulbahar is a sistor plant, also belonging to ATC.

Pul-i-Khumri employs 2,800 people.

There is a big problem of absenteeism and this is the main reason for
failure to obtain full produotion. The problem is largely seasonal,
acoording to the agrioultural cyoles. For example in the cherry pioking
season more than half of the looms may be stopped for a time. Many of
the workers come to Pul-i-Khumri from ocooler areas; they stay away for a
number of days to travel back and forth and partioipate in the harvest.

Pul-i-Khumri has a substantial foundry and mechanioal workshop whioh
was started in 1953 with German assistance. (The foundry is the seoond
largest in Afghanistan, after Jangalak). This oapacity is especially
useful because it is difficult to obtain spares for the old (1939) Platt
looms. Although they oan be obtained from India, price and quality are
not oonsiderod good. '

Between 30 and 5. of spare parts are produced here. There are mostly
machined ocastings of iron and non-ferrous metals; there is no steel
casting oapability, A few parts are made for other factories, such as the
sugar factory. Present production is between 600-800 kg, per week. There
is a oarpentry shop which produces molding patterns. The foundry produces
molds completely by hand. Melting is done in 3 orucibles of 60 kg
Mity heated with coke. Pouring is dono. two or three times i»r week,

e ,.f.._wm o e [P S
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One furnace came from Mglandj the others are home=sade. Firedricks

ooms from Wngland and ooke from USSR, It was said that more foundry
ocapacity is badly needed.

Ordefing of spares is done by the techniocal memster of each depart-
ment. The regular prooedure is to order locally-made parts once A month
in quantities approximating the usage for one or two months. Imported

parts are normally ordered annually. Mwergenay spares oan be produoed
in eome cases within 24 hours.
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The GJovernment-owned Balkh Ginning and Vegetable Nil Faotories
headquartered in Magar-i-Sharif operates two gi:nnoriel and a vegetable
oil extraction and refining plant, including hydrogenization. A .
seoond 0il plant has been partly ereoted and machirory is awaiting in-
stallation,

There are about 35,000 tons of oil seeds (including 22,000 ootton
soed plus sesame and linseed) produced in the Balkh area yearly. Of this
sbout 9,000 tons are processed in the existing plant. There are also
more than a dosen small units prooessing another 13,000 tons. DBut their
operations include only expression plus orude treatment with oaustio,
and the product is thus considered unsafe for household use,

The new, partly completed plant has a design capacity of 10 toms of
hydrogenated oil per day, from 75 tons of seed. This means it requires
about 19,000 tons of oil seeds cach year as input. The projeot was begun
sOme Years ago as a private enterprise, Machinery was purchased for
4,15 million franos from a Frenoh ocompany, Ets. A. Olier, Clormont-Ferrand, ™
Puy de DOme, B,P, 61, France. Parts of the machinery were suboontracted
from Machinoexport, Sofia, Bulgaria.

When the machinery arrived about 5 years ago, the buildings were
not ready, and a dispute arose between the looal and overseas firm., Sinoe
then the French firm has gone bankrupt, and the Afghan company's assets
have been taken over by the Government,

The expansive plant site contains four large completed buildings for
oil extrection, oil cake store, refinery, workshop, and boiler room. An
0il seed store and an administration building are only started. The
sachinery is mostly still in original orates, but it appears that all
sounting pads and other conoreste works have been completed sc that ereo-
tion oould be completed expeditiously if skilled supervision were available.
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The ‘Ghori Cement Factory at Pul-i-Khumri has a stated oapacity of
400 tons per day or 120,000 tons per year. It began operations in 1962
and reached oapacity in 1965. Then output trended down until 1972
when it was only about 91,000 tons, beoause of low market demand. Now
produotion is up again to capacity level or more. Part of recent years'
produotion has been exported to Iran and USSR (10,000 tons last year
to USSR), but exports are presently forbidden because the looal market
exoseds produotion.

The plant has two kilns, fired by ooal from a mine fourteen kms.
from the site. Clay and limestone are oxoavated nearby and the deposits
are said to be adequate for 300 years. Gypsum is also looated in plenti-~
ful supply near the coal deposit. Quantity and quality of the ooal N
(140 tons per day requirement) however, are somewhat problematioal.

Power (4 M) and process water depend upon a nearby river, btut winter
flows are inadequate, foroing seasonal shutdowns. Finished ocement is
stored in 6 silos, each holding 2,000 tons.

The plant maintains a oareful quality oontrol programme. One sample
blook, 7 om. on a side, is tested for oach 8-ton batoh of olinker. More
shan 90% exceed a mark of 500 lcg/e:m2 and nearly all exoeed 400, Although
mention was also made of tests after 3, 7 and 28 days, there was no indi-
oation of whioh international standards, if any, are used as referenoces.

Manufacturing oost is said to be 56 Afs per 50 kg. bag and the ex-
factory selling price, 65 Afs. Profit three years ago was 16 million Afe
but acoounts are not ready for the past two years. Profit position for
she current year is considered to be very satisfactory. All of the sales
are made in bagged form; bags are four-ply and are imported from Austria
at a oost of 14 Afs each, or 25% of the manufacturing cost. Retail
prices are fixed by the Government for each provinoe depending upon the
sransport distance. The retail price in Kabul (224 km) is 95 Afs.

Apart from problems with the ocoal, the sain problem of this plant
heas been spare parts. B8%% of the machinery is from Csechoslovakis, 10%
from West Germany and % from Italy. There is a small foundry and machine
shop in she plant tut larger items are sometimes obtained from Jangalak.
The servioe from Jangalak is adequate.

Lo e . . o
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Bmployment is 642 persons inoluding 413 skilled workers. There
are four Afghan and two Csech engineers. Since about one year ago
there is a chief engineer. Although there is no programme of oontinuous
preventive mainfenmde, main overhaul and annual maintenance activities
are oarried out during the enforced winter shutdowns.
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AG/72/003 - | | 22 Junie 1976

Dear Mr. Ferough,

UNIDC Technical Assigtance for Afghanistan

I should like to convey the thanks of the UNIN® programming
mission for the excellent co-operation and the many oourtesios’ ex-
tended by the Covernment during their stay.  Furthermore I believe
that our joint meeting yesterday with the Team Leader of the mission
was extremely useful in outlining a numbper of qonorete techniocal
assistance opportunities and in arriving at a sense of priorities
and approaches. '

The formal mission report will enlarge upon Mr. Millager's
summary of findings, but it will not be available for a month or
two. In the meantime I should like to suggest that we proceed
with a number of interim and preparatory activities which appear
to be oconsistent with the results of our meeting. The following
are submitted for your oonsideration. '

1. . Industrial Services

Fielding of the industrial economist and finanoial analyst sub-
jeot to your prior approval of specific work plans, and UNDP
funding is available, taking into acoount other industrial de-
velopment requirements and priority needs in other sectors.

This is an interim measure and formal revision of the project doou-
ment will be oonsidered on r seipt of the mission's recommendations.
It will also be necessary for the Ministry of Mines and Industry

to indiocate the steps they will take to eanable this projeot to pro-
ceed in an effeotive and effioient manner as we are anxious to
avoid our past difficulties with this project.

2. Industrial Training (High Level Manpower)

Industrial Training Adviser being reoruited under the Industrial
Servioces project. We could proceed upon your formal endorsement

of one of the oandidates submitted. The mission strongly feels

that the programmed three months will not be enough for the assigned

tasks, but an extension oan be oonsidered after arrival of the expert

in order to avoid procedural delays. We expect that this aoctivity
will lead, i.e., to definition of a longer range, separate projeot.

. Abdul Asis Ferough
Deputy Minister
Ministry of Planning
Kabul
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3. Industrial Consultancy Company

We have informally disoussed a projeot data sheet for a preparatory
mission with the Industrial Development Bank. We think this oan be
financed through the SIS programme and will proceed accordingly if
you ooncur. 4 revised draft projeot document for this pro jeot

is boing transmitted to the Industrial Developmsent Bank for fina-
lisation prior to formal transmittal through your Ministry.

4. trial Plannin

We would hope to prooeed with definition of objeotives and work
plan for a planning adviser to be attached to the Ministry of
Mines and Industries. This would supercedo earlier pipeline
projects whioh are now inaoctive. This ocould lead to definition
of a larger activity for the future.

5. Development of the Textile Industry

We disoussed tho likely utility of establishing a speocial team to
assist in strengthening the overall performance of the present

and future toxtile factories. As an example we oonsidered the
possibility of using this industry as the initial olient for an
industrial acoountancy team. Vo spoke in the oontext of an

eventual toxtile holding company, but of oourse many plant

level activities oould be started now. With your agreement I

would invite UNIDO to submit detailed suggestions. (It may be

noted that suoh a projeot could be a strong element in an eventual
mjor development programme oovering the range of industrial fibdros).

0f oourse the above is not an exhaustive list of the points we
oovered, nor of the active pipeline projeots. However, I suggest that
we may benefit by taking these limited actions now, as a follow up of
our review meeting, and I should appreciate your agreement and/or
oomments. i

Yours sincerely

R.A. Borthwiok
Resident Representative
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\ LIST OF OFFICIALS CONTACTID

Mr. A.A. Ferough, Deputy Minister, ‘.f‘liniltry of Planning
Mr, M.%. Salohi, President, T)apartrﬁent for Eoonomic and Technical Co-operation
lb. A.A. Rashigada, Direotor, U.". Affairs

",

sy

Zalmy P. A-if (Popal) Director of Industrial Planning, Ministry of
Planhing -

A.'l‘. Asefi, Minister for Mines and Industries -

®ng.SSalah, Deputy Minister, Ministry for Mines and Industries

Zaman, President, Planning Dept., Ministry of Mines and Industries

M.H, Taufiqui, President, Dept. of Ind., Ministry for Mines and Industries
Kargai, General Director of Planning, Min. for Minos and Industries

F.M, Tarin, General Direotlor, Industrial Services, Min. for Mines and Ind.
AW, Haqiqi, Chief, Research and Studies, Ministry of Finance

Modh-Kabir Omar, Acting President, Public &rtorpriael, Ministry of
Finance

Yunus Rafiq, President, Private Investiment Promotion, Min, of Planning
M.P. Rafiq, President of Export Promotion, Ministry of Commeroce

M. Shafi, Chief of Industrial Statistics Dept., Central Statistios 0Office
Lauridsen (Bilateral Adviser), Ministry of Public Health

J.U, Mansukhani, Head of Indian Bilatoral Team in Ministry of Planning
Noor Ali, President, Industrial Dovelopment Bank of Afghanistin
Hakimudin, President, Pul-i-Khumri Textile Factory

Asad Losara, Director, Order Department, Pul-i-Khumri Textile Faoctory

Said Mohammed Yonus, Technical Mastor, Spinning Dept., Pul-i-Khumri
Textile Faotory
S.M. Beekszad, Prosident, Balkh Textile Factory

A.Q. Samandar, President, Bagrami Textile Factory
Wahadb, OJeneral Direotor of Aocounting, Bagrami Textile Factory

Bng. Amir Mohammed Ahmadsai, .\oting President, Ghori Cement Factory
Eng. Saidi, Direotor of Production, Ghori Cement Factory

Dr.
M.
Mr,
L)
",
.
Mr.
",

Afsali, Director, Afghanistan Geological Service

Chakari, President, Balkh Ginning and Vegetable (il Faotcries

R.A. Borthwiok, Resident Representative, UNDP

LJN. Holocombe, Deputy Resident Representative, UNDP

F.H. Loebus, Assistant Resident Representative, UNIP

P. Laming, SIDFA

P. Hostettler, Assistant to the SIIFA

E.HE. Mallik (UNIDO) Industrial Emgineer, Industrial Services Project
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A. Landwiok (ILO) Industrial Dngineer

D.S. Scott, SLA/FACCR

J. 8Swietering, Programme Officer, UNDP

Alvin W, Noroross (UNP.), Adviser, Public Administration. .

H. Pollak (UNOTC) Industrial Engineer N
V. Segesvary (ITC), Project “anager, Export Promotion, Hiniitq °*.

Commerce
6.B. Langerdorf (UNOTC) Project Manager \
C. Blanchi (IBRD) General Menager IDBA '

8. Oupta (IBRD) Financial idviser, IDNBi ' " .
R. Heger (IBRD) Legal idviser, ITR. - _
Tae-Hee Yoon, Resident Representative, IBRD (

P. Fooks (ILO) Project Manager, Management Project (
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