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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 

Kabul, Afghanistan 

Office of the Director November 13, 1968 

Mr. Robert .S. McNamara 
President, International Bank for 

Reconstruction and Development 
Washington, D. C. 

Dear Mr. McNamara: 

Attached is a brief "talking paper" dealing with the 
need for supplemental financing of Afghanistan's 1969 
fertilizer requirement. In the interest of brevity it has 
been kept non-technical. In the event it becomes 
desirable to back up the estimated requirement for 
phosphate, the USAID can provide full documentation. 
The estimate is solid. 

Thank you for your help in seeking assistance with this 
problem so important to the Afghan economy. 

Sincerely, 

ta .• ..-2/)~ 
Russell s. McClure 
Director 



Need for Fertilizer Financing for Afghanistan's "Green Revolution" 

Afghanistan's wheat program is on the move. Since 1966, when they started 
their accelerated wheat program, they have increased the improved Mexican 
varieties of wheat so that there will be more than ample seed to plant all the 
irrigated land devoted to wheat in the fall of 1969. Seed will not be the limiting 
factor. However, continued success of the accelerated wheat program depends 
on the availability of fertilizer. 

A requirement of 25,000 metric tons of urea and 16,000 metric tons of 
di-ammonium phosphate (or the nutrient value in other fertilizers) will be 
needed to plant the improved seed wheat that we feel the Royal Government of 
Afghanistan can physically make available to farmers in the fall of 1969. 

The U.S . .S. R. reportedly has agreed to provide funds equivalent to 25, 000 metric 
tons of urea (45% N). This leaves unsatisfied a requirement for phosphate which 
can be met with 16,000 metric tons di-ammonium phosphate (16-48-0). Research 
results indicate that the optimum wheat production on the improved varieties in 
Afghanistan require nitrogen and phosphate in a ratio of two parts nitrogen and 
one .. part phosphate. Experience demonstrates that the most economical 
combination for Afghanistan would be to obtain the urea from the U.S.S.R. and 
obtain di-ammonium phosphate from other sources such as the United States. 

Afghanistan has requested that the United 'States provide $2,000, 000 for the 
purchase of 16,000 metric tons of di-ammonium phosphate. The USAID has 
been informed by AID Washington that curtailment of development loan funds 
makes it impossible for the United States to provide the requested $2,000,000. 
If Afghanistan is unable to purchase phosphate from the United States or some 
other source, they will have to forego a portion of their intended purchase of urea 
from the Russians and substitute Soviet phosphate to correspond to the two to one 
ratio mentioned above. If they are forced to do this, it is anticipated that the 
Ministry of Agriculture and Irrigation either will recommend applying one-half 
the present rate per acre of fertilizer or that only one-half the acreage of 
improved wheat be fertilized. The result in either instance will be a 50% 
reduction in yield from the improved wheats ... a serious setback to the 
accelerated wheat program. 

In the absence of U.S. FY 69 loan funds for this purpose, it is important that 
an alternative source of financing be identified quickly to permit purchase and 
shipment of the needed phosphate for arrival in Afghanistan no later than 
August 1969. 
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MINISTRY OF FINANCE /1 A ./ 
TREASURY DEPARTMENT /,~U/f ~ ~-:i/'"' t~ay'7;;P 

~- 1;1..._ (}':... ifL.v/ ~ 1 

~~ t:vL('~·-

b-C:f~~~l:/.1 
Dear:~ :::::::~t of Afghanistan is appreci'ative of ~t!~~~1_ 
attitude that you expressed at the recent meetings in ashington both ~ /~ 
in your speech , and in private conversations . The Government is pleased ~~ 
that you have now taken the time to come to Afghanistan to learn at first1 . 
hand the needS Of the COUntry and to explore WayS by Which the orld 

1 

Bank Group can be of greater service in our developmental efforts here y7 J 
:s . /z;__;l____;-

To facilitate discussions during t he short time you will be here~ 
several statements are herewith presented on the following subjects: ~~. i 

1. The Present Economic Situation in Afghanistan. This statement~ 
is a brief analysis of our current problems of economic stability and ~ 
development together with a statement of what the Government is doing ~~ 
to bring about a resumption of economic growth. ~~-

2 . Proposed Topics for Discussion on Policies and Procedures . J. 1. 

This statement identifies four areas on which we would like to have dis-~ 
cussions . In addition , we would like to review problems of implementa~ 
tion of the ID Educational Loan. ~~ 

G-:,)./~ 
3. Reguest for Assistance on Specific Pro,jects . This statement ~~-t.,:[-

covers the projects which I discussed with you recently in ashington ;. 
and in addition includes reference to others to which we would like to 
direct your attention . ~~ 

It is the hope of the Government that the aforementioned statements St~ 
will form the basis for useful and profitable discussions and that the 17~~ 

orld Bank Group will be able to play an expanded role in our developmen~ 
I 

program. S:~ ~ 

~~~ 

Mr . Robert S . McNamara 
Pr esident 

orld Bank Group 

ours , ~~~ 
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THE PP~SENT ECONOMIC SITUATICJ!..IN _¥GHANISJA[ 

The present status of the Afghan economy is one which is marked with 

a degree of stagnation which is brought bout by the o junction of a 

number of factors all bearing on the level of aggregat purchasing po er~ 

(1) The veey poor gr in harve t in 1345 (1966) resulted in sharp 

price increases whioh drained ott mass purchasing po er from the non-agri

cultural sector without a comparable increase in the income going to 

agriculture (Appendix l)o 

(2) Export earnings other than natural gas, have not been at satis= 

fe.otory levels due to a. oombination of weak foreign demand for some 

commodities and a decline in production of others (Appendix 2). 

(3) A completion of some large public oonstruotion projects has 

decreased employment in the ~blic sector direotlr end in material supply 

industria suoh as cement 8 sand and gravel., and at the same time private 

canst otion has declined ith like efteots (Appendix 3), 

(4) A deorea.se in th availability of foreign aid has taken pla.oe a.s 

compared to past rates whioh has not allowed new construction at a sufficient 

level to maintain stability in the economJo 

{5) The rising oost of foreign debt service co~pled with the poor 

export earnings has bro~ght about a dangero~s decline in foreign exchan~ 

r0serves which would have indeed been critical had it not been for the 

compensatory drawings from the IMF (Appendixes 4 and 5). 

(6) Given the foregoing faotors industrial output has deolinad since 

1345 and continues to remain at relatively low levels. Fortunately, agri

cultural tput is up due to t o successive years of favorable eather 
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conditions to th intensive efforts made by the Government in implementing 

an aooele~ ted wheat production inerease program and to higher crop prices 

which have provided incentive to increase agricultural productiono 

The Govemment has taken several measures in these ciroumstanoes: 

(1). · It has provided additional price incentives in karakul, ool 

end cott.on in en effort to increase production for export to bolster export 

earnings. 

(2) It has requested and reoeived a compensatory drawing from the IUF 

to tide the oonomy over the difficulties created by the fall in export 

earnings and relatively high level of imports. 

(3} It has attempted to speed up the implementation of public con

struction projects for which funding is available. 

(4) It has oontin~ed to make moderate overdrafts at the Da Afghanistan 

Bank to keep the public investmen~ program at as high a level as possible 

ithout dangers of inflation. 

(5) It has enooursged investment in agriculture and in manufacturing 

end processing in the private seotor to the extent possible within the 

existing limits of financial and other re ouroes. Future success in large 

part depends on the a.gricW. tural and industri 1 banks (see Part III below) o 

(6) It has made a revision of the propOsed expenditures under the 

Third Five-Yee.r Plan affecting 1348 0 1349 and 1350 to bring expenditures 

in raalistio alignment with the resources which can be made available through 

the revised tax program including new taxes, increased rates on existing 

ta.~tes, particUlarly in respect to direct taxes 9 and improved administra.tion 9 

whioh is to be put into effect (Appendix 6). 
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D spits the actions whioh havo been tek n by the Government, it is 

still considered opinion tha e osnnot resume a satisfactory rete 

of growth ithout an increase in foreign f1.na.noia.l assistanceo Suoh 

assist oe must take aooo~t of the growing debt service charges and the 

relat iva difficllu ty of expending exports to bt ing e,bc~rt e. manageable b lance 

f paym nts position over the next several years. 



Appen<li.!_l 

A. ESTIUATED PRODUCTION or PRINCIPAL AGRICULTURAL CROPS 

Afghanistan, 1963/64-1967/68 

1342 1343 1344 1345 1346 
Crop 1963/6.4 1964/65 1965/66 1966/67 1967/68 

~ J.:>':t~ (thou and metrio tons) 

Food grains 

heat f3 1,947 2,250 2,282 2,033 2,200 

Corn 13 (b 113 '720 720 '720 730 

Barley lj 0 3'18 380 375 3'75 375 

Rice bt!l!D '~J 'Z 319 325 325 337 345 

Tot 1 3,357 3,6'75 3,707 3,465 3,650 

Industrial Orops 

Cotton 16/ry 110 79 75 61 57 

Suga.rbeet 1 "Q/5} 56 31 56 56 52 

Sugarcane 45 48 51 51 51 

Oilseeds~-~50 52 52 55 55 

Total 261 210 a~-4 223 21.5 

Fruits agd VesetAbles 

Fruits .5"11) -!.m 335 365 370 372 400 

Vegetables 530 560 580 590 600 

Tota.l 865 925 950 962 1,000 

ll Oil seeds other than cottonseed 

Source: Ministry of Agriculture and Irrigation 



B NATIONAL PRICE INDEX 

Afghanistan 1962/63-1967/68 

1~41 1342 1343 1344 1345 1346 
62/63 63/64 64/65 65/66 66/67 67/68 

(1961/62•100) 

All Items Index 98 132 156 170 214 264 

Food grains 96 144 173 186 247 336 

Meat 98 110 145 175 Zl7 212 

ruit 100 138 147 168 188 177 

Vegetables 104 128 139 145 157 156 

Other food 107 107 130 141 151 152 

Non food items 102 99 99 103 111 111 

Source: Ministry of Planning Survey ~Progress, A~gust 1968. 



Commercial Exports 

Traditional 

Natural Gas 

Co !I 
roial Imports 

Appendix 2 

RCHANDISE TRADE OF AFGHANISTAN 9 1343-1346 

(Millions U. S. Dollars) 

1344 

63.24 68.65 

-·-
66.85 58.31 

1345 1346 

63.?4 62.05 

2.98 

66.68 65.13 

!/ The sharp reduction ot imports in 1344 was a singular aberration owing largely 

to the enactment ot ne import ourba in Afghanistan and the border conflict 

between India and Pakistan. 



ppendix 3 

DEVELOP NT EXPE DITORE 1345" 1346 

Exp nditure Distribution Expenditure Distribu-
llion Afs. (1.) Million Afs: t1on (t&l 

G nd Total 1,688.2 100.0 1,556.4 100.0 

Infrastructure 1,411.3 83.5 1,041.5 66.7 

Eleotrioity Po er 312.9 18.5 162.4 10.4 

Tr nsport I Com-
munioation 328.3 22.4 331.7 21.3 

Social Services 682.4 40.4 320.6 25.0 

Education 495.3 29.3 204.5 13.1 

Other 187.1 11.1 186.1 11.9 

Other 3'1.7 2.2 156.8 10.0 

Producti" Sectors 159.9 9.4 390.5 25.1 

Industry 64.7 3.8 .o 0.3 

Agriculture 71.5 4.2 319.8 20.5 

Mining 23.7 1.4 66.7 4.3 

Studies and Investiga). 
tions 117.0 6.9 124.4 8.0 

Souroo: Ministry of Planning Suryex Bt Progress 0 August, 1968 



ppendix 4 

DEBT SERVICE RATIOS 1343-1346, PROJECTIONS 134'7-1360 

A 0 T u A L p R 0 J E c T I 0 N s 
1343 I 1344 1345 1346 1347 1348 1349 1350 

!I 
Debt Service Ratio (tJ 13.4 8.4 10.0 17.3 24.6 23.4 24.0 24.'7 

Debt Servioe Payments 
(Millions u. s. Dollars) 8.46 5.75 6.39 11.28 19.00 20.00 22.20 24.40 

Interest 4.84 1.96 2.15 7.66 9.00 10.00 11.00 12.00 

Amortization 3.62 3.79 4.24 3.62 10.00 10.00 11.20 12.40 

Commercial Bxports 
(Million U. S. Dollars) 63.24 68.25 63.74 65.0:5 77.13 85.62 92.41 98.88 

Traditional 63.24 68.65 63.74 62.05 68.03 '14.02 78.51 82.08 

Natural Gas -- -- -- 2.98 9.10 11.60 13.90 16.80 

!/ Oe.loulated as Debt Servioe divided bJ oommeroial exports, and includes on11 dobt outstanding. 

Source: Ministry of Planning 



Appendix 5 

IOIAL FOREIGN EXOHANGE RESERVES OF DA AFGHANISTAN 

BANK AND PRIVATE BANKS 13 -1346 (Yillion U. S. Doll rs) 

1344 1345 

Total 6.79 13.76 5.41 
!I 

D Afghanistan Bank 4.53 12.13 2.95 

Privat Banks 2.26 1.63 

!/ Inoludes small portions of exchange in inconvertible currencies. 

Reserves are shown less IYr transactions. 

Source: 

1346 

4.09 

2.00 

2.09 



Tax Revenues 
Ordinar1 
Revenue from Better 
Administration 
Ordinary Expenditures 

Development Expenditures 
Jlnanoing 
ProJect Ald 
Commodit7 Aid 
New taxes 
Defloit finanoing 
Surplus domestic 

APPENDIX 6: GOVERNMIDNT DOlaESTIO REVENUES AND DEVELOPABNT 
UPENDJ.~S.~THIRD ~LAN REVISED 

1348 

5913 
4.83 

0.30 
4.87 

5.39 

3.10 
1.05 
0.62 
0.36 

1348-1350 
(BUlions Afs. ) 

1349 

5.68 
5.21. 

0.47 
5.32 

5.67 

3.12 
0.80 
0.94 
0.45 

1350 

6.29 
5.65 

0.64 
5.90 

5.99 

3.32 
0.63 
1.10 
0.55 

Total 1348-50 

17.10 
15.69 

1.41 
l6o09 

9 .• 54 
2.48 
2.66 
1.36 

iDoome 0.26 0.36 0.39 1.09 r d 
I 

Souroe: M1n1str7 of PlaDDiDg 

Ntte op Expopding Soyroe of ReJ!pue 

It is the polio7 of the Government to strengthen exlsttDg and develop new sources of . revenue. To 
,hieve this goal a series ot administrative e.otioDS will be inaugur.~ted to 1mprovo the current 

tax program. This inoludea effort a to bring all agrioul tural lud onto the tax rolls along with 
oonoomitut administrative alteratlou, better administration ot the inoome tax regulations and 
others. Regarding new eouroes of revenue approval will be sought from the 31rga to institute a 
series of new taxea iDoludiDg inoreases 1n the land tax rates and rapid 1Dorease in the rate of 
sale of Government land. Studies are uaderwar ot the reimposition of the livestock tax &t new 
rates, iDoresaes 1n the prloes ot gasoline and diesel oil .. 

~ 

..vL-r 
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REQUEST FOR ASSISTANCE ON SPECIFIC PROJECTS 

Projects di cussed in Washington 

Io Xu duz=Kha bad River Basin De lo ent Proj ct 

IIo Herat River Basin Developnant Proj ct 

!lin Agricultural Dewlo en Bank 

IV, Industrial Devalopnent Bank 

V ~ . R d Maintenan Project 

VIo 

VII() Farah River Basin D velopm nt Feasibility Study' and Plan 

VIIIo Chakhansoor Area Irrigation Dewlo nt Fe sibility Study 

and Pl n 

IX., · Min _ra..t wlo ~nt Proj et 



Thi 

d ur in th 

ring 1965 d 1 66 a reoonna as 0 

dKhanc.bdRvrb in w renoh 

SOORmAH p for th Government of ghanist , with t .anoia.l lstwc 

provid d b th BRDo r po d 

n o tion on the land d tar rasouro i:l .f.or h enti 

Klmduz d Khanab ri v r bas 1.n , a.ra of e.p roxl.mately 120 9 000 

h ct res rrigs.bl l do The 1 ort lso 

ript n o xi tin irrig: :t on s st ms 11 a-lysi of 

the rrent t'lns of ir g :t. d gr oul ture in he ra gion d 

points out the po ibili i s or rther development 

o~ rri :ti in z nes ithin h regiono 

Of he six zon s reported bJ SOGREAH to be su t .,b a for ""Ghe pt"'9 .... 

p ~ ·ion of development projegts t o zones ap arad to be o mp .ra vely 

IBRD oh s Zone 6 "Kunduz-Khen.abad Left Bank" as the z .n.a w .;hioh t 

begin ork of the giono Zon 6 covers an r a of 19 7~0 hecta of 

ne lands to b bro11gt•t und r ater commando 

Dnlri g the ast ye the Gov rnment of Afghe.nist itL Q .. is· e 

from UNDP has b gun ·(;h dete.ilad survey, fe ibili t d ngtneat'ing 

de ign ork for Zone 6.. The work undo ay incl" dos tha p epa.r :tion or 

rial and topographioal ps, g ophysical nd drilling investig -:. ott I) 

er investiga ions, soil s~rveys 9 crop and livest ok 
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e Govar.nmen f Afghanist h gi en hi h st pri ri 

p oj d re ests orld B : assist oe n m ementing he 

t~ d developm nt phases envisaged in the pr jeota 

o i g Zone 6 "Kt! duz-
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ot 

This proj ot is oonc rn d ith th dev lopmsnt of grioultu 

irrig tion nd po r in the o nt 1 part of th H rat 11 y located 

in Afgh nis ano This h vily popul ted gion oont ins som 

of th most productiv grioulturel 1 nds ound in this p rt 

of th orld. Irrigation t r for th He t R gion is suppli s by 

th H ri-Rud (River) 11 one of Atgh or r v r o The pr sent 

irrig bl land in th propos d project ar. hich co rs th oentr 1 

part of the basin 1 pprox mately 85 000 hectares of hich only about 

36 1000 h ot res or 42 percent a currently bein irri ated and cultivated 

eaoh year due to hortag of water sulting from th unoontro 1 d 

s·t te of the Hari-Rud d its tributari s. 

Th developm nt 

Valley ill xtend th 

orks proposed or the oent 1 part of th Herat 

re irri ted nd eulti t d nnu lly to the 

enti 85,000 hecta s ot hich bout 30 8 000 heota s oan b doubl d 

croppedo Con truotion of t~o servoir dams are propo d 0 on t 

Assara urn on the H ri-Rud· and the oth r on the Ka g n Riv -a major 

tribut r.y ot th Hari Rud. A headworks di rsion dam will be built t 

., and two main o nals will be dug to serv the e.ll y lands along 

he ri ht nd l ft b .nk of the Hari-Rud. A hydro-el otric st t1on of 

12 000 ilo att o city ill be built on th right bank canal to provid 

el otrioity to pump t· r from a net ark of ''borehol s" (wells) to b 

install d for d a.inag nd irri tion of 16,000 h eta of land loo t d 

olo to the riv r bet en the prop ed a dive ion dam and Har t oityo 

1'h cost of thes improvement has b en esti t d t $20-25 million 

and construction will ta pproximately 4 y ars to oompleteo Th 

b n its of ino d production fr the proj ot ould b re ize 
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loan will not be sufficient to comple~ the work envisaged the govermnent 
. . ~ 

ot Atg nistan woUld like to request tha:.t the World Bank give consider . 

tion to participating in this development proj cto A formal loan request 

ful.l1' dOcumented vi th the detail. concerning the econOlllio feasibility 

prepared witb ass18tance ot the UN Special Fund would be available for 

s eion to the World Bank b7 the end ot the oUJTent year<> 



III. 

ot 

This prcJeot oon 1sts of the reorganization of th Agrioultural 

d Industr· es Bank f Aighan~st and resumptiol1 of renewed 

oredit oper, tion on limit d aoal.e in tiv o refully . elected fields 

in limt og oal ~ 

'lhe reor ion a1 a't providins autt1o1 nt ind pendeno to 

the Agricultural Benk 1n ~~ lo decisions, sufficient o pit to 

operations, more experienced pe onnel both AfgbaD .and foreign, 

· d itabl taoU1t1 tor oredit ope ;&;i • It •Ul &1. o involv 

VO.l'ious log measures to cnc.blo the Bcnk more effioien.tl to • cure its 

inst risk and to 1 to farm r assooi tiona and cooper -

tives with adequate legal status. 

In d :wins up th specif o credit programs 0 the intention has been 

to oon ntra.te efforts in a taw regions or on speo tic crops and o rry 

o :t on a limited scale in order to f'aoU1 t :t tb Bank • s 

reorgan1z ion and avoid exce 

q aJ. • fied st t vail able. 

strain on th limited re ouro s ot 

Th five pilot credit proJects selected will allo the Bank to dev6~op 

and tast n proe4dur s and rev:L e tham 1n ord r to expand it.s activities 

on a n tional scale for the ettecti promotion of privata sector agri

cultural development in Atgh istan.. 

Th five or dit programs sugge ted are: 

1. B to provide short-term oredit for 

currant ioultural inputs to rai l'ields and inere e re under these 

crops. e loans 11 be oov red through the proc sing ccmpani • 
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IV. 

arly in 1966 r w appointed with the task of · 

briagin.g about tb e t of privately-owned industrial develop-

nt bank. In ebru&17, tntermal diaou eioms were ld nth repre-

entati ot th orld B out stble help in tting up suoh 

b • S rtlJ t reafter reque t w made which resulted ill 

t rst a ce d a ao ptillg certain io promises , 

being sent to u1 to nder taolmioal assistance inelud-

iDs pre :tion ot a work progr • The expeote.tion that D'C auld 

1 h the roJect :tU th baDk • aotually brought into being. 

fo pre ent tioa. wu made to D'O ot all requested d cUJ.DOnts, including 

t 1 •, artiol s of incorporatiOD, polic7 statement, eto. Unfor-

el , b ever, lnst ad of t matt r proceeding along the lines hicb 

d b en dis sed, IB'O requ ated Atsbaniatan to find 1 e.de hip elsewhere 

to :te the pro.1eot. In liD with this t the Afgb sponsors 

.ere ble to inters t Oh Inte ~ aa1. Invest t Corporation in the 

proJoct. nt 

dings 

0 revived it interest 1n the projeot 11 but through 

ins pe p from faul t1 oonmunios'ti , D'O again 

•thdr its aoti intere t to await the outcome of the neg ti :tions 

i -th Oh e. In D c mber, 1967, agreement as made 1 th Chase to take 

the 1 ad in putting to ·ther the to ign participation hioh ould include 

D.i'O partioi ;t1on • if IFO interested. 

Th main o tlinas of the proposul to cstcb.ish ~ b~n·: eme~d .. a 

r sult of the negotiations with the D'O d the bGlp given in th.e past in 

tbis reg d is ch ppr oi tecl. DO participation in the e pita.l stock 

ot the b will b w loomed within propo ed · · tr work of th agree-

ment with e. The Go nt o idered the proposed !mustri&l 
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Dev: lo nt BaDk, Wi tb Wbioh ia to b associated Industrial Advis-

ory Center, e sential to the auooe sful implement ~ion of the private 

industrial ector effort under the orelgn and Domestic Private Invest

nt Law. 



V ~ ntenance Project 

orld Dauk ti need ae a grant the preliminary study or the 

problem or r inte nee in Afghanistan" This assistance is much 

pp-eciated aa it is recognized that an adequate maintenance or the 

road qe 18 abaoluteq eas nt.ial to our development programn The 

c t ot the proposed phase I or the pro3ect bad a higher coa~ tor 

engiaeeriDg eni.cea tban coo dared possible tor the Government 

to bearo We are interested now iD getting a grad tbe UNDP to 

cover the coat ot the eQ11Deer1nc nice , and are likewise interested 

ill ptti a loan traa the World Bank Group to cover the coat, or other 

COIIR>01Dents of the original tropoaed 1'-"'lno 



Tour bas b en a growing sourc of foreign exchange tor 

Afgbard.stan in recent 7U and bas promise or substantial increaa o 

The new Intercontinental Hotel in Kabul and tbe increasing availab1-

11V ot jet, aircraft conneotiona with all major round-the-world routes 

prov1d baaic transport ~nd bouaJLDE ele · n for handliog muc~ larger 

now of tour:l ta 6 

Tb couot17 bas aqr unique characteristics ot great interest 

to th world to\11'1 c n1Vo !be natiw villages with their 

colorful and difte nt appearanceJ tbe bazaars with t~e rrodueta of 

·cottage 1ndustr.rJ these and the mark• of ancient civilizations will 

attract vis1 ~ore tor a loag time to come., There is Bamian and the 

r:rt anthropological diggirJge J there are potentials fora exploiting 

na tur hot mi ra spri such ill Q)q 9 lara Calo ~ Mazaroi~.Shari.f.) 

Azdar a·nd Ietalif, and· the like~ Tbe hunting and tiahing potentials 

all'ead¥ ttract:l.na D7 people traa othe!7bouutr1ea ct What is now . . { 
Me. d i / sia"' tic program of ).opnent ot tourist, !acUities with 

better int.e ~ portation and lOcal ho .. el ~~:.~ --~ li"':i.n,::. accOID.DlOd.ations 

to att.ran widel' · clientele f) 

·!h gOYernm nt ct Af'gbanistan would therefore like to reque t 

cottsideration b7 the IBRD of assistance in the preparation· or the 

X'P' nd d ~uri p:rogramo The first step ~ould be ror(technical 

as is~nce to p:-epare ·a pro,r&Jil of investment am ~rainingt' An 

earlier ~tudy ~7 Miner Asa~tes 1a alread;y a~lable ,:- Upon ~he · 

basis of the -na ul ot an qreed program a loan reques-t would t~n 

be a tted to \he World Banko 



VI"r -· 
M•a. ....... River Valle,- loo :ted in southwestern Afghani t also 

wa 1nolude4 in the tJN Special Fund inwstigation of land aDd water 

re ouro•s in Afghanistan OOI'lduoted betw en 1960 and 1963. This p lim-

inaz7 surve7 ot the r g:lon ho ed the total irrl.pble 1 to be 

59,200 h otares ot wbioh CDl~ 20,000 beo s a irrlg ~ed d cultiv ted 

ea.oh J'8&r du to 1 gular 

t the unc)ODtrolled., 

!Dsutf1c1ent suppll a o~ irrig ~ion t r 

River. Th surve7 sho d that it would be 

possibl to oona'truot reservoir d at three alternative loo tion of 

hioh Bakhs d appeared to be the most feasible. Such a res rvoir 

dam would control the River aDd supplJ irrigation water sufficient 

to irrigate oultivat all ot tbe 59,200 hectare of cultivable land 

in th rea. 

The Third i -Ye Plaa. of AfgbaDistaa. (1967-'11.) o s tor deta.Ued 

surve7 of tb l'arab River 1D iDoludins eoonomio d technical te i-

t1on Of irrigation dev lopn t plans and 

ould like to r quest sistanoe 

from th World B in ttnan~ th costs of conducting this p -inve t• 

ment tu '1• Th cost of the stud7 is estinated at around 18 million 

d $800,000.00. 



VIII. 

T.h produotive agrioul laa.ds of Oha.k.llansoor loo :t d in the 

s 

tlod 

heat 

tural 

the 

t co er of Afgh nist oontinuousl7 thre ... enad b7 th 

~ ra ot th Bel Rt r. Over the re floo hs d d 

iOD als erring the area d ve oaused. thous ds of 

agrioultv.ra\ to be ruined. As resul ~oula 

du.oticm 1n tb area cleoJ.iD ad povertr ong people of 

apre • 

The Oove nt of At ria s to assi the peopl in Ohak• 

oor re tore 't ir o produotive lands b7 rehabilitating the irriga-

ti ill the area, ud prevent furtba r destruction of pra entlJ 

fertile 1 de from um tloods b,- oonatru.oting diversion d • 

At ist •s Third Five-Year Pl.8Jl oells for conducting detailed 

nt surver of the prinoipal e.gricultur lands d irrigation 

n t ork in the Chekhansoor mol iDg an econornio t asibility anal is 

and the pr par :tian of irris :ticm, 1 d and agrioul tur development 

plan for the ea. The q.owrmnent of Atpanist WOllld l to request 

orld Bank si tanoe in f oms th o t of thi pre-invest nt 

irtv st1 tion. Th cost of the d design ork for thi projeot 

ha.s b n estima d 'to be 20 million ltgbanis and $1 million. 



... ~wlopn nt Project 

At aiata11 huge iron reserves in Bamian province which bave 

n extensift~ studied durirlg t last. several year n Tb iron ore 

are ot high grade mag U and hematite with a po~tial total 

re e~ of ,appraxbate~ tvo ·b:Ul.1on tonaQ The deposits contain other 

ne veU which mq be or commercial interesto A more lengthy 

cr.lpt.ion ot the deposita ia ontat d in the Appendix<' Afghanistan 

18 wUJJ.ng to aYailable for commercial exploi tation0 

itber as a basia tor a regio 1 te 1 industr.r in cooperation with other 

coUDt.ries or tor .tbe purpose of export ot iron ore or concentrates in 
the rld mark t~ 

The R 1 Gove nt ot At nistan requ ts that the World Bank 

nd one ot ita exper to 1t1haaietan to rev.lew the tr ospects ot 

l nt ot \ deposita and to make recommendation regarding what 

·ebouJ.d ·~e do to bring. about the 1r deftlopmeDto 



APPENDIX 

GENERAL I~q."'QRM \ TIO~! ON HI\JIG AK ORE DEPOSITS 

rrhe rtajigak area is situated in central Afgha"listan in_ the s~ti~.~ of the 

B b mount ina o The Haj_igak Pass ~ +<:Jea ted betwe~n t~~ provin s of P~an 

and ~amian.~ 

Ceographioal location of the ore deposita are as follow. a 
I t 

Eastern longtitu..~e 68 co: QS - 45·1/ 

Northern lati~ude 34° 

The Baba mountain. range apli ta this u_rlll;ven terrain along nortllo4ast . The 

ma:<imum height or the area above sea level rl:lnges be tween 28oo=4950 ~ ter~ c : Tbe 

ralative height in the valleys ranges between 200 and 1500 meterso .. 

The · Hajigak area drains into the Bamian River in the nort_hD ~- .. ~·ltnand 

: . .) . 
Rivet in the southowest·, and to Ohorban~ R1nr in the east 1:! .. r 

.. ... :. ) 

• • •••• • 0 • t i { 

The biggest river of the rea ia th Calq.,_ I·t5 left ban.1c is ~~P~: lt : · : 
' . 

I ~ : • 

_le.t and is suit ble f'or ~onstr-\lction ot living Quarters, etco ·ror t~e ~or·k~~s ~r 
• ) tJ ·~ • ' 

The c p city of wa. r in Calo river in dry season is about 1500 c"'bic _me.tere 

})1!r hour nd in the spri~ _about 10~000 cubic meter per hour~ 
: ~ .. 

Climate: 

'' 
This "fe has dry and conttnental climate and the temperat~e· .v*i~,a,· 

• ; : t• .... i . . 

gr at:Qr acoordingq to various ·.~s of the dqo The area has strq~g 'w'-~~s! ;: ~ · 
; ; 

in the spring nd ~av snow fall in the otero 
• .. { . ~ • \. t I • 

General_.q 9 it beglD:B :~ ~~~ 
• 't ... 
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early in November and the sn~ remains ~ntU ~~ The annual ~n t 11 

vari s between on balt meter and one l'(leter~ · The winte~ tem12 rat~ ra~ges 

0 . 0 
between = 18 C and - 38 c, and in s 

0 0 . 
r between + 15 C and + 30 ~ ~ T~. 

~ 0 
December to Februa.r7 temperature aYe rases ~out =22 C and the June to AugU5 t 

temperature averages + 25° Co. 

Calo is tbe r1earest vil lage ~ the de~sit and has soO inhabi~nt.s~ 

Ranr~n is the 1 arest provincial center to t~ ·area., 

The iron ore res~rvos and other metallurgic and no~ me 1 reserve$ such 

as limestone and dolomite 9 ete~ are well situated with reap~ct to ach ot l er .... 

. . 

The Hajigak distance chart is attachedo 

Variou as-pects of the Hajipk Ores ~.,. been studiect ·~:r tollowi~g 

exper~r 

B7 Hyde~ in 1900.9 Carl Brookel l9S4-1940 Dr., Sultan Ahmad Popal and 

Traap 1959~ Go ~1 and Chaykin 1960:~ B.ibocbkio and Io Kurot;.cbenko 1960-61, 

Aibert de ~ Paran 19619 Scqed Hashim Miraact and Kaiakout 196lo T~ Depart=· 

ment or Mineral Surveys of the Miniatrr .o£ Mines and Industries duri~g ~96~~5 

· has also ma~ an intensive geologi~ stuq ot ·the depoai t w1 th the co~pera.~. 

tion ot ~si n experts o 

A s~ry ot this last mentioned stucf.y ia as follows: 

lo 'l'h s.tuq of the geolog ot the Hajigak area shows exis""-nca ot 

mir~ral resources in several places su~h aa Hajigak9 Kbish9 Kbaza~ Kqy 



. . 
Ze nand S s..S ., All tbeae· reserves in geological tenns are part or the 

taJnorphic c lex of lower and middle Paleozoic era~ Fram ~eologieal 

structure }')Oint or view ~hey torm the southern anticl~ne of the Baba mou~taina., . ' 

2o ~be Hajigak ores are ccap ed or 18 mineral bodies and 14 deti-1~1 

iron ore ra1 bodi are ill tl'O• ot tvo=horned veins c- The~ 

t.hickae a range tr 30 to sao ~netera. ancliil some veins averages from 7 to 

185 meter o Tbe length of the wins varies between 60 and 4800 meters,. whii 

th ir ~ r p depth average ~etveen 20 and 552 meters~ 

'1' trital depoaita ganeral.l7 are stratified and extend parallel to 

t mdrt TeiD.... The area covered b;r the deposits (on the basis ot 1/loooO maT') 

. . 
co· rs 859690 square ters,, The~ tbiclme~s ie bebfeen 1~9 and 17 meters and. 

S t) Car-ittul ~xploratoey work baa been carrie~ out in tbe w:estern par~ 

or Hajig d posits but in tbe eastern part eat1Jnates are ot probable nd 
. . . 

po s~bl er . e.., Studies are baaed Oft trenching and drilling ir1 wh;ich 

rssul · ~ been ·r corded careful~ and accurateqo 

. . 

4o · The lhisb~ Kbanar11 ltV"•. Zaran and Sabzc=Sang deposits are ·geologi~al.ly 

siail to ~~ Hajig~ deposits, but quantatively' they at:e veey Smallo 

So Two different reserves have been 1d ntified in the Ha.jigak ore 

posits, 1oe the in vein and the detnt41 reserveso The main win 

contai tbe following ne 1a a 



1() Non oxidized=nrrite ma.gna.tite 

2~ Semi-oxidized eydrog ~hite ~lf 

~~ Hydrogoethite hemat~te ha;t..f martit•~ 

4o Carbonate martiteo 

The second and third elements are qua~tatively very superior~ T~! 

have a small percentage or sulfur and phosphorus and their iron pe~~n~~e 

exceeds 62 oS %o These minerals are sui table tor blast furnaee and OJ?en 

hearth use o They do not require ~oncentrationn 

The tirst ele ent9 i~e., pyrite gnetite has 61~50 % iron but ~ts 

sulfur percentage is relatively high and amounts to ~56%., It may be 

~tiliz d atter it8 sulfur is taken outn 

The fourth element9 i.eo carbonate halt martite is of self n~~~g 

quality and has an average ot 49.:-72 % irono 'J:he sulfur percentage is ~ow 

and th quality or mineral elenents is very good'} It may be utilize.~ wi~~out 

concentrationo 

The detrital reserves have about 678 kilogram ore per square meter.o 
. - . . .. ' ~ . . .. 

The ore is of qydro oethite half martit~ typeo Its average iron content 

amounts to 61.15 %~ sulfur less than Oo07 %, phosphorus less than 0.012 %o 

Other meta.:J_lurgic ~uritiea do not xist" Its quality is SUJ.:e rioro GenerallY 

BP!aking, in this area there is m~re ofthe qydrogoethite half ~rtite and 

~rogoethite bem~~tite half martite tJPeso From among the useful residuals 



= 5 0: 

we could name magnesi~ (~) P cubalt (CO) and copner ( CU) ~ HagnE~~Ul!_l 

amounts to_ 0~11 %9 and the others ~ou~ OoOl percent . ., 

Altbo~~ the useful residuals are of no basic importance ~vertheles~ 

thq affect ·th quali'Q" of steel tavorabq ~ 

6o T~ estimated reserves are as .f'ollows: 

Prov.et;i re ae rves 

Of whicb: Category A 9o068 

Categoey -~ l9.o2~ 

Categorr c192.659 

Probable reserves (CategotT ~2 ) 

Pos ible reserves 

million tons 

317 o055 · 

The total reserves of Hajigak ~ou~ts -to 1D8 billion· ton~ If the 

reser¥ s or Khish, Khazar, Ko,r, Zaran and Sabz Sang are added, the gr.and 

total would exc~ed 2070 million tons~ 

It is o. served th t these reserve$ not only sutf'i:ce the requirements 

for metal p~duction 1n Afghanistan but it would form a gr6at source or 

expor-t as well 0 

From the point of vie or explo1: tat.i_on, the locality of these depQsi ts 

are. ver,y suitable beca~e works n~ be performed to the depth or at l~ast 

250 meter in open pit mine, not requiring tunnel digging etc o_ 



7 o Fr the metallurgic view point. the Hajigak depo_sits are of 

the bJ'drotbe metasoma. tic quality and the depth of the area is between 

100 to 130 Jne te rs o 

Bo Iu addition9 in this area there are minerals such as barite~ 

limestone., ~rtzite and dolomiteo 

9o In add1tion9 studies have been made on coal reserves, limestone9 

C~uart~ite, dolomiteJ) magnesiUIIl and .f'ire resi~.tant c~ and other materials 

needed for metal smelting» and their quanti;ties have been detenninedo 

The above is a aummar.y presentation or the geolorieal and explorator.y 

studies of the Hajiga:k ore mine o But 1 t ·should b~ mentioned that every 

aspect of this stuqy is based on p~actical evidenceo 

On the other hand, i.t may be a~ted that in the entire area ·consisting 

o~ Iran, southern. USSR, Afghanistan and Pakistan or in the entire area or 

Central Asia so to say the Hajigak ·ore deposits are a unique discovery 

qualitatively and quant1tative]1' o 

Translated !rom Dari byi 
Sayed Khalilollah Has hemeyan . 
RBA/· ,llQ6ol968 
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LOCI\. 'ION HEIGH!' 
(meters) 

DlSTAf£E R E 11 A R K - S 
{KM) 

Hajig~ 

Sheberg~n (gas re~erves) 

Dare sour (~~~~ .mi~es) 

Kabul 

Jalal Aba 

Pule ·Khumr1 vi ~ng 

Kundw .. " 
· . . 
.....:· 

i!.azare Shari! n " 

He at 

EXTERN\! DI~TANCES 

TORKH~M border Via Kabul 

~PIN l:-u_.LDAK border Via Kabul 

5500 

450 

1950 

1750 

'100 

660 

550 

400 

925 

900 

1200 

0 

448 

'285 

128 

2'?8 
'363 

468 

583 

727 

576 

632 

Via Kara Kotal {2~Q Jl!~ter.s high) 

" " n n 

V'ia She bar Pass ( 300Q me~ o high) 
2$0 kil~ ters 

276 KM . ; 

Via Duab 381 KM ·. 
489 KM ~~ 

The distance from border to Peahaw.ar ••o••••••••••••••oeooo is SO Kl-1 

1e 500 KM 

500 KN 

1000 KM 

" 
, CI 

" n . 

" 
,, n 

" 
" 

~ Lahore 
" Shekarpoor 

" Karachi 

U.s.s.R. ia Sher }.han Bunder 442 519 

Manta noo 
Kari snfosk 2200 

Dokhara 600 

Tas~~and 1300 

J!'·\ :! via Spin Buldak and Baluchistan rail 900 635 

t A;il UA.ft n 11 
" " " 1005 

Kirman " " 

Bande ... Abbas " 

IRAN via Kan~har, 
Chakansoor) 
"'.AHIDAN . " 
a~IRMAN .. · n 

Bander A~baa 

" tl ·" 
" " n 

01---~--------c:a 

Roba~ JCala (soutb of 
650 

" " .. " 

1495 

2050 

1073 
50 

590 
1150 
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FoRM NO. 57 

TO: 

FROM: 

SUBJECT: 

DATE: October 10, 1968 Records 

C.G.F.F. Malmo~ -

Afghanistan: Courtesy Call by the Minister of Finance 

Mr. Ziyaie, Minister of Finance of Afghanistan, called on 
Mr . McNamara on October 9. He was accompanied by Mr. Achaczai, Mr. 
Noorzoy, Dr. Ama.n and Ivlr. Atayee. Mr. Knapp, Mr. Cargill and Mr. 
Melmoth were present. 

The Minister said it was the first Annual Meeting which he 
had attended and he had found it very interesting, and he had been 
happy to hear the vie\.YS expressed by Mr. McNamara in his opening state- . 
ment. While in Washington he had also had some v~ry useful discussions 
1dth Mr. Cargill in which he had had the opportunity to call attention 
to projects which the Government regarded as important. He hoped that 
Afghani stan could look forward to the Bank be coming more active in 
assisting the country. 

The Minister went on to say that he understood that 11r~ McNamara 
would be visiting Pakistan in the near future and he wished to extend 
an invitation on behalf of his Government to visit Afghanistan. Mr. 
McNamara thanked the Minister for his invitation and said that he very 
much hoped that .it would be possible for him to pay a short visit to 
Afghanistan, possibly in the third week in November. Mr. McNamara went 
on to say that he too looked forward to closer relations with Afghanistan 
~~d a bigger participation by the Bank Group in helping the Government 
with its development problems. He thought it was a country where there 
had been courageous and dramatic changes made by the Government in recent 
years, and where there was an obvious. need for more assistance. The 
Bank would be looking to see where its assistance could be directed. It 
was important, however, to make sure that capital was put where it could 
be used effectively and this was a particular point that he would be 
seeking more information about when he visited Afghanistan. 

The Minister said that he was very happy to knolv that Mr. MeN amara 
would visit Afghanistan, and he would defer until then further mention of 
other matters. He thanked Mr. McNamara for having found time for the 
exchange of views. 

·''.'·' 
cc: Mr . McNamara 

:r . Knapp 
Hr . Cargill 

r . Goodman 
Mr . Street 

CGFFHelmoth: dp 



.AFGHANISTAN - DRAFT BRIEF FOR MR. McN.AI'1ARA 

I. ITINERARY 

Biographical notes on King and Queen 

II. GUIDELINES FOR DISCUSSION 

Point to be raised by Mr. MeN amara 
Points likely to be raised by Cabinet Members: 

(a) IDA Lending Program 

(b) IFC - Industrial Development Bank of Ughanistan 

(c) Tourist Industr.y 

(d) Education Project - Credit 68-AF 

(e) Agricultural Development Bank (ABA) 

(f) Kunduz Khanabad Irrigation 

(g) Hari Rud Irrigation 

(h) Highway Maintenance Project 

III. OUTLINE OF PROJECTS TO BE VISITED 

(a) Kunduz Khanabad Irrigation Project 

(b) School Center at Kunduz 

(c) Nangarhar Irrigation Project 

IV. FACTS ON IBRD, IFC, IDA M]}IBERSHIP AND BANK GR).UP OPERATI0NS 

v. POLITICAL SITUATION 

VI. ECONOMIC PROBLEMS AND SITUATION 

VII. POPULATION OONTROL PROGRAM 
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LIST OF CABINET MEMBERS 

Prime Minister 
and Ivli.nister of Foreign Affairs 

First Deputy Prime Minister 
and Minister of Education 

Second Deputy Prime Minister 

Minister of National Defence 

Minister of Interior 

Minister of Justice 

Minister of Finance 

Minister of Commerce 

l~ster of Public Works 

Minister of Information & Culture 

Minister of Communication 

Minister of Public Health 

Minister of Mines & Industries 

Minister of Agriculture & Irrigation 

Minister of Planning 

Minister without Portfolio 

President of the Tribal Affairs 
Department 

Noor Ahmad ETEMADI 

Ali Ahmad PQ,p AL 

Abdullah Y.AFTALI 

Gen. Khan MOHAMMAD 

Dr. Mohammad Omar WARDAK 

Prof. Mohammad ASGHAR 

Enwer ZIYAIE 

Dr. Nour ALI 

Mohammad Hussain MESSA 

Dr. Mohammad ANAS 

Eng. Mohammad Asim GRAN 

Miss Kubra NOURZAI 

Eng. Abdul Sam ad SALIM 

Mohammad Akbar REZA 

Abdul Samad HAMED 

Dr. Abdul Wahed SORABI 

Sayed Masoud P0~1YAR 



PROGRAM OF THE VISIT OF HIS EXCELLENCY ROBERT S. McNAMARA 

PRES I DEf\lT OF THE lrJORLD BANK 

TO AFGHA NISTAN 

Tuesday November 12th 1968. 

12:20 

13:30 

15:30 

16:00 

16:30 

Arrival at the Kabul International Airport and will be received 

by His Excellency Mohammed Enwar Ziyaie, Minister of Finance and 

other High Rank~ng Officials . 

Departure from Kabul Airport for Chiel-Stoon Palace Annex. 

Lunch in Suite 

Courtesy Call on the First Deputy Prime Minister . 

Audience with His Majesty the King at the Gulkhana Palace 

Wreath Laying Ceremony at the Mausoleum of His Late Majesty 

Mohammad Nader Shah. 

a 
1

1 7:00 fficial Talks with Their Excellencies the Ministers of Finance, 
~ ,..,_,~ I] I4J..,.. ~ _,. 

f ,J!_JLtl.t_, 51'~.. Agriculture, Public Works , Planning and the Heads of Afghan 
j. I ~L!'/ 

~ ' 4. ~ .-r-<- A h . P . k h ~'1 ~-- ~ ~ . ut or~ty, res~dent of DaAfghanistan Ban ; at t e ,-inistry 

~
_/:'1 -1- J, Foreign Aff · s. 
if~ ~ u.4.,t ·~ /\-~ 
~ 20:0 Din~ r in Suite -'\~~~ 1-

J f4_.f4 ~ .. IV -

Wednesday November 13th 1968. 

9:00 Departure by Special Plane to Kunduz and will be received by 

12:30 

15:00 

16:00 

16:30 

20:00 

Governor of the Province and Deputy Minister of Agriculture. 

Drive to Kunduz Stadium to see National Game of Buz Kashi. 

Visit of the area proposed for Kunduz-Khanabad project, and 

vocational school site. 

Luncheon by the Governor of Kunduz 

Departure by Special Plane for Kabul. 

Courtesy Call on His Excellency the Prime Minister . 

Visit the Afghan Institute of Technology 

Dinner given by the Prime Minister and Mrs . Etemadi at the Ministry 

of Foreign Affairs. 

Thursday November 14th 1968. 

8:30 

11:00 

Note: 

Departure by car for Peshawar. 

Visit the agricultural farm in Nangahar Valley Project 

At 15:30 on Tuesday November 

Womens Welfare Society. 
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COURTESY CALL ON KING MOHAMMAD ZAHIR 

Hohammad Zahir became King of Afghanistan on November 8, 1933 

following the assassination of his father, King Mohammad Nadir Shah, 

assuming the throne less than a month after his nineteenth birthday. King 

Zahir called upon his three uncles and his cousin, ex-Prime Minister 

Mohammad Daud (19.53-63) to govern Afgahnistan during the first thirty years 

of his reign. In March, 1963, ho'\.;ever, he appointed the first commoner to 

head an Afghan ~vernment, and launched the country on what is commonly 
--- ~ 

called Afghanistan 1 s 11 experiment in democracyn. The King granted a netv 

Constitution in October 1964, Which provides for a constitutional monarchy 

with a responsible executive, a bicameral parliament elected by universal 

suffrage and an independent judiciary. The country' s first free elections 

were held in the fall of 196.5. 

Mohammad Zahir was born in October, 1914. He attended school in 

Kabul and then studied at the Lycee Janson de Sailly Pasteur and College de 

Montpellier in France from 1924 to 1930. 

In addition to travel throughout Europe and the Near East, the 

King has made state visits to Yugoslavia, the United Arab Republic, 

West Germany, the United States (in 1963), Communist China (1964), France 

(196.5), the Soviet Union (19.57, 1962, 196.5 and 1968) and India and 

Pakistan (1967). 

King Zahi.r is an avid and skillful hunter (he uses a rifle 

presented to him by President Eisenhower). He designs modern rug patterns 

as a hobby and also takes interest in experimental stock raising. 

King Zahir reads and understands English but does not speak it 

with ease. He prefers French, which he speaks well. 



To the best of our knowledge the King stays aloof from 

the working of the Government - at least formally - and is therefore 

not likely to comment in detail on the Bank Group 1 s relationship with 

Afghanistan. If the opportunity offers itself, the Bank's intention 

to station a Resident Representative in Kabul could be mentioned. 

Biographical papers on the Queen are attached in case of 

her presence during the courtesy call, or if arrangements are made 

for Mrs. McNamara to meet her. 



AFGHANISTAN 
Queen Hanaira 

The Queen is the eldest daughter of Prince Ahmad Shah, the 
King 1 s maternal uncle. She has been married to the King since 
1931, two years before he ascended the Throne. 

Born in 1915, Queen Hanaira was educated at the first modem 
school for girls established in Kabul. Tall and slender 1 she 
wears western dress . She played an active role in leading the 
Afghan wanen 1s movement to end the custan of wearing the veil. 
(The veil ceased to be canpulsory for wanen in Afghanistan in 
1959.) 

Queen Hanaira is interested in knitting, £laver gardening 
and interior decorating. She likes to visit model hanes, enjoys 
travel in the count.J:y, family picnics, American movies and fishing. 
She also works with the Wanen 1 s Welfare Society. A frequent 
visitor to Europe, the Queen most recently visited West Gennany 
(for medical treatment) in the surrmer of 1968. She acccmpanied 
the King on his state visit to the United States in 1963. 

The queen has five sons, the youngest of whan was born in 
1956, two daughters and several grandchildren. She speaks French 
in addition to her native Persian, but no English whatsoever. 

November 4, 1968 



II. GUIDELINES FOR DISCUSSION 

These Guidelines are tentative, and may have to 

DRAFT 
WKaupisch:vr 
November 5, 1968 

be ·modified depending on the meetings Messrs. Cargill and/or 

Melmoth will arrange with the Government prior to visit. 

Subject matter is indicated by ·a green tab, biographical 

notes by a red tab. 
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Point to be raised by Mr. MeN amara: 

/\~<~ 
~ 5.,\~''V'-. 
-~ \ 

The Bank is considering the stationing of a representative ~ ~ 

in Kabul, in order to improve the mutual understanding of problems to 

be overcome and to find a more effective way of cooperation on projects. 

This could perhaps be mentioned to His Majesty, if the occasion arises, 

and could be discussed with the Prime Minister or any of the Ministers 
two 

shown on the followingjpages . 

h~ 
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The following Cabinet Members are likely to discuss the 

IDA Lending Program and any, or all, of the projects under consideration: 

Prime Minister 
Noor Ahmad ETEMADI 

Age: 48, speaks English and French. Most recently Minister 
of Foreign Affairs and first Deputy Prime Minister under the Maiwandwal 
Government. Began Goverrunent service in 1945, with the Foreign Ministry, 
and has served in the Embassies in London and Washington. On return to 
Kabul in 1954 became Director of Economic Affairs in the Foreign Ministry 
and rose to Director General rank (top career post in the Ministry) • 
Appointed Secretary General of the Ministry of Foreign Affairs in 1963 
and given Cabinet rank. Known as a strong nationalist, and conservative 
in his views. Able and industrious. Pro-western in attitudes, but 
always places Afghan interests first. 

Second Deputy Prime Minister 
Abdullah YAFTALI 

Age: 54, speaks good English, fluent Japanese, some German and 
French. MA in Economics, Imperial University, Tokyo, 1943. Most recently 
Minister of Finance 1965-67; acting l~nister of Planning 1963-65. u.s. 
Leader Grantee 196o-61. Government career began 1943; served variously 
as a Department Director, cia Afghanistan Bank; President of Construction 
Bank; Departmental Head in Ministry of Finance; and, from 1949 to 1959 
was President of Department of Government MOnopolies. In 1959 moved to 
Ministry of Planning as Head of Research and Statists Department. Moved 
up through various Departments to Deputy Minister in 1963. Described as 
intelligent, capable and hard-working - sometimes considered unimaginative. 
Early career reflected theoretical economic training, and belief in 
Government Planning and Control - as opposed to Free Enterprise s,rstem. 
Reportedly now recognizes need for more development of the private sector 
and fostering of commercial relations with Western nations. Has represented 
Afghanistan at numerous international conferences. 

Minister of finance LGovernor (IBRD27 
Enwer ZIYAIE 

Mr. Enwer Ziyaie was appointed Minister of finance of Afghanistan 
in November 1967 after having served in that Ministry since 1959, first as 
Deputy !.fi.nister for Administration and then as Deputy Minister of Finance. 
Prior to serving in the Ministry of finance Mr. Ziyaie was in the banking 
business and held the position of Director of the Staff Department of the 
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Bank-e-Melli, Afghanistan• s largest private Bank, and that of Director 
of the Foreign Exchange Department of the da Afghanistan Bank, Afghanistan's 
central bank. Mr. Ziyaie has also been Vice President and Acting President 
of the Afghanistan Textile Company, the largest textile firm in the 
country. 

Mr. Ziyaie was born in 1918 and is a member of the Mohammad Zai 
(extended Royal Family) o He was educated in a German oriented technical 
high school in Kabul and is reported to speak English and German fluently. 
Directness and openness are reported as specific features of his approach. 

Minister of Planning 
Abdul Samad HAMED 

Age: 39, reads English, speaks only fair. Fluent German, some 
French. Most recently Secretary General Red Crescent Society, 1967-68. 
Phd Political Science from Berne University, Switzerland. Minister of 
Planning for 30 days in October 1965. Acting Rector Kabul University, June 
1964-0ctober 1965. Early government service: entered Ministr.y of Education 
in l96o, rising to Chief of Department of Secondary Education 1962-63. 
Governor of P arwan Provind 1963-64. Member of Constitutional Revision 
Committee in 1963, member of Constitutional Advisory Commission 1964. Has 
served as Professor on the Law Faculty of Kabul University, and member of 
private law firm in 1964. Quiet personality, believed well versed in 
international affairs, pro-western and pro-American. Intelligent, 
dedicated and honest. 

Biographical notes on other Cabinet Members with whom meetings 

may be arranged are given on top of the subjects they are likely to raise. 

(a) IDA Lending Program 

The Ministers concerned are likely to repeat their request 

for increased assistance, particularly for agriculture, but also for 

industr.y within the framework of Afghanistan's Third Five Year Plan 

(1967/68-1971/72). The Five Year lending program (see Section VI, 

Economic Situation, page ) provides for $12 million in two projects, 

$8 million for the Kunduz Khanabad Irrigation Project (see (f) below), 
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and $4 million for relend:ing through the Agricultural and Cottage 

Industry Bank of Afghanistan, once reorganization h~ established it as 

a viable channel (see (e) below). A third project, the Hari Rud River 

Irrigation Project, has been suggested during the annual meeting by the 

Minister of Finance, but we doubt now whether there will be room for IDA 

financing since a $8 million loan has been accepted from Yugoslavia, and 

a request for a similar amount is being considered by the Asian Develop-

ment Bank (see (g) below). Our lending for industry depends on the 

establishment of a viable Industrial Development Bank. Chase Manhattan 

so far has taken the lead in sponsoring foreign participation in the 

proposed bank (see (b) below). 

(b) IFC - Industrial Development Bank of Afghanistan 

After two IFC missions had gone to Afghanistan in 1966 and 

after discussions with IFC regarding the establishment of an industrial 

development bank, the sponsors decided to go ahead with the Chase Manhattan 

Bank in the lead, but expressed hope that IFC would join in later. Legislation 

authorizing the creation of the Bank - which we understand is the main 

stumbling block - has not yet been approved by the Wolesi Jirgah (Lower 

House). 

(c) Tourist Industry 

The Government is presently assessing the countr,y's potential 

for tourism and hopes for assistance by the Bank group. Specifically, 

the Minister of Finance enquired at the .Annual Meeting whether the Bank 

Group would consider refinancing a medium term loan from the Midland Bank 

co~f,"JeiVtf/_ 
for the construction of the Kabul Inter.n~iar Hotel because the Corporation 

building the hotel was likely to run into financial d:ifficul ties. 



Minister of Education 
First Deputy Prime Minister 
Ali Ahmad POPAL 
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Age: 52, speaks German and good English. German education; 
received Phd in Education from a German university. Most recently, 
Ambassador to Turkey (1966-68). Also served as .Ambassador to the Federal 
Republic of Germany 1964-66; accredited also to Sweden, Switzerland and 
Denmark. A professional educator, he served as Minister of Education 
from l959 to 1964. Also, Second Deputy PTime Hinister 1963-64. Considered 
highly qualified for present post, and by Afghan sta:dards one of the most 
progressive men in the country. Liberal thinker, favorably disposed to 
u.s. and Western nations, follows official Government line. Frequently 
moody and aloof on social occasions. 

(d) Education Project - Credit 68-AF 

The Association, when extending the Closing Date of the Credit 

by 3 years from March 31, 1968 to March .31, 1971, agreed with the Govern-

ment on a timetable which provided that construction contracts for the 

school centers be placed not later than November 16. This timetable has 

so far been implemented, but international competitive bidding lead to 

only two offers, of which one was not responsive, and the other covered 

only part of the tender, and both were excessively over-priced. We 

have agreed that the contracts be retendered, and that bidding should be 

open to local companies accepted as qualified by the consultants. 

Minister of Agriculture 
Hohamrnad Akbar REZA 

Age: 39, speaks excellent :Ehglish. U.s. educated: Rensallaer 
Polytechnic Institute, Mass. Institute of Technology. Received MSc Degree, 
MIT 1954. Has se~ed as Minister of Agriculture since 1965; Deputy Minister 
of Agriculture 19~65. Entered Government service 1955, assigned to Helmand 
Valley Authority as Civil Engineer. 1961 became Department Head of Water and 
Soil Survey, Ministry of Agriculture, appointed President of this organization 
in 196.3 v.Jb.en it was separated from the Ministry of Agriculture. Has attended 
and represented the Government of Afghanistan at numerous international 
conferences on water and water teclmology. Considered to be excellent 
Civil Engineer. His reputation was gained as author of first Afghan inventory 
of water resources and proposals for a water development plan. Ambitious, 
intelligent, capable and honest. Pro-western in outlook. Not afraid of 
assuming risks of tr.ying new methods and ideas to accelerate progress in 
agricultural development. 
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(e) Agricultural Development Bank (ABA) 

We prepared, at the Government's request, a draft application 

to UNDP for expert assistance in reorganizing the Bank, preliminary to 

considering IDA credits for agriculture. This was sent to Afghanistan 

on June 4, 1968, with a copy to the UNDP Resident Representative in 

Kabul. UNDP Mew York have told us that so far the application has not / 

been submitted by Government. Nor is it clear whether ABA has obtained 

assistance (from Germ~) for a general audit of the ABA, needed as part 

of the process of improving the accounting arrangements and of the 

reorganization of the institution. It is expected that the Government 

will argue that, while the Bank's recommendations for reorganization are 

accepted, interim changes would enable ABA to handle a lending program 

assisted by IDA. The last Bank mission to appraise ABA visited Afghanistan 

in May 1967. As soon as the Government has put in its application to UNDP 

it would be advisable to have the situation reviewed by a staff member 

(agricultural credit expert). 

(f) Kunduz Khanabad Irrigation 

Following a reconnaissance review financed by the Bank in 

1965/66, Afghanistan requested UNDP to finance a feasibility study. FAO 

will be the Executing Agency. While some works have started (such as 

mapping by the Government), the Plan of Operation has not yet been signed. 

The contract with the consultants is being prepared. The study is 

expected to be completed towards the end of 1970. Before the UNDP 

feasibility study has been completed, it is unlikely that there would 

be a project ready for financing, but lFAO has arranged to send a mission / 

early in November in an attempt to identify a first phase project :] On the 
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other hand, agricultural credit schemes benefiting farmers in the area 

could be contemplated independently through the Agricultural Development 

Bank. 

(g) Hari Rud liTigation 

A river basin reconnaissance survey supplemented by two project 

area feasibility studies, sponsored by the UNDP/FAO, is expected to be 

completed by May 1969. While some reports on certain engineering aspects 

have been completed (dam sites and canals) the general report has not yet 

been finalized. An FAO mission is expected to visit Afghanistan shortly, 

and we have drawn their attention to the fact that the report should also 

cover the economic and financial,as well as institutional and organizational, 

aspects of the project. 

We are taking steps to find out whether the offer of Yugoslav 

assistance relates to one of the projects covered in the feasibility studies 

or to parts of both. Afghanistan has also approached the Asian Development 

Bank 'With a request for a $9 million credit for a project in this area. It 

is doubtful, therefore, whether a project suitable for IDA financing will 

emerge. 

Minister of Public Works 
Mohammad Hussain MESSA 

Age: 44, fluent in English, some German. Appointed to present 
office 1967. u.s. educated: University of Houston, 1948-51, ~ere he 
received BS degree in mining engineering, LUS 1951; University of Houston 
1951-53 ·received Master of Science in Petroleum Engineering. First 
Ministerial appointment 1963, when he received portfolios of Communications, 
and Mines & Industries 1<1hich he held until 1965. Early Government service: 
1953-63 various positions in the Petroleum Exploration Department of the 
Ministry of Mines & Industries. Served as Minister of Interior for 30 days 
in October 1965. Appointed Governor of Balkh Pri vince 1966-67. Frank and 
intelligent, pro-western in thinking and personal appearance, liberal. 

(h) Highway !-1ai.ntena.nce Project 

The Government asked that negotiations for a $5 million highway 
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maintenance credit - scheduled for last April - be deferred until it 

succeeded in obtaining a grant to cover the cost of consulting services 

needed for the project (estimated at $1.2 million). After finding out 

informally that UNDP would be interested in a joint operation, we offer(ed, 

and the Government accepted, our help in drafting an application to UNDP 

for a grant to cover the cost of consultants. A draft application was 

sent to the Government on October 24. If it is submitted to UNDP by the 

end of December 1968, and, after review, submitted to the Interagency 

Consultative Board and then accepted at its meeting in March 1969, we 

would be able to negotiate a credit of up to $5 million in April or May 

of 1969, subject to IDA replenishment. 

I 
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III. OUTLINE OF PROJECTS TO BE VISITED 

(a) Kunduz Khanabad Irrigation Project 

The project is located in northeastern Afghanistan about 

20 miles east of Kunduz on a motorable road to Khanabad (the irrigation 

center). 

The first stage comprises 20,000 h. of which 14,000 h. are 

under irrigation installed by local people about 6o years ago. This 

work will be rehabilitated and modernized. Additional 6,000 h. of 

Government owned virgin land will be brought under irrigation. The 

irrigation works provide for a diversion dam and canals (on the Kunduz 

river). The project also includes all other farm inputs, e.g. extension 

servies, processing, marketing, farm implements and credit. 

Further projects of a similar nature suitable for Bank group 

financing could be developed in the Kunduz river basin. 

(b) School Center at Kunduz 

The Primary Teacher Training School, and the Mechanical, and 

Agricultural Schools will be built on a common site south of Kunduz, one 

mile from the city center. The site is about 300,000 m2 of flat land, with 

direct access to the road from Kunduz to Baghlan. It is very good irrigated 

farm land suitable for the purpose, which the Goverrunent will acquire from 

private owners. About 87,000 m2 w.ill be the site for the school buildings, 

sport and recreation grounds, and circulation area; the remaining land will 

be used fo~ the school farm. 

The Teacher Training School is to prepare teachers for primary 

schools and to provide an educational center for in-service training for 
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teachers within the area. The students will total 2 7 5, of whom 240 

will be boarders. 

The Agricultural School will give technical education in 

agriculture to prepare students to enter the Faculty of Kabul University 

or to be employed as middle-level agricultural technicians in the 

extension service, farmers' cooperatives or other agricultural services 

and organizations. It will have 250-students, all boarders. The school 

will include a farm for agricultural practice. 

The Electro-Mechanical School will provide pre-service training 

of sld.lled workers in various trades to work mainly in factories and work

shops. The training will include three major fields: electricity, auto 

mechanics and general mechanics. The school will also provide ad hoc 

in-service training courses for adults. It will include 350 students, 300 

of 1.vhom will be boarders. 

(c) Nangarhar Irrigation Project 

The project is located near Jalalabad, and provides for the 

irrigation, when completed, of 33,450 ha of land with water dra'tin from 

the Kabul River through a diversion dam located at the Darunta Gorge which 

would also permit generation of 11 megawatts of power. On the irrigated 

land citrus trees, figs and olives will be grown, as well as cereals, sugar 

cane and oil seeds (sesam). So far experimental farms have been established 

to try out the optimum cropping pattern. Part of the project involves the 

reclaiming of desert land. The project is carried out with help from the 

Soviet Union. We have been told that it will be very eJq?ensive - a figure / 

of $3,000 per ha has been mentioned, but is not confirmed - on account of 

poor soil conditions. The Soviet Union is trucking good soil to the site. 
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IV. FACTS ON IBRD, IFC, IDA MFNBERSHIP 
AND BANK GIDUP OPERATIONS 

(a) Membershi;e 

IBRD Total capital subscription $30 million 

9% portion $ 2. 7 million 

No release 

IDA Total capital subscription $ 1.01 million 

$909,000 

No release 

IFC Total capital subscription $111,000 

(b) Holding of Bank Bonds 

$1.20 million 

(c) Settlement of Investment DisQutes 

Convention signed September 30, 1966, 

not yet ratified. 

(d) Bank Lending: None; 

2 Technical Assistance Projects: 

(i) The Bank financed a reconnaissance survey of irrigation 

prospects in Kunduz-Khanabaa basin, and assisted the 

Government in obtaining UNDP finance for a feasibility 

study of the selected area. The st~ is now getting 

tmder way and should be completed in 1970. (See II (f)). 

(ii) The Bank f:inanced a Highway Maintenance Study to prepare 

a project for possible IDA lending. The study was completed 

in April 1968- see II (h). 



(e) IDA Credits: 

Year 

- 2 -

One; 

Borrower 
Amount 

Purpose ( $ Mill.) 

68AF 1964 Kingdom of Afghanistan Education 3.5 

Oct.3l, 1968 
Undisbursed 

$3. 238 million 



V. POLITICAL SITUATION 
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Afghanistan became a constitutional monarchy in 1923. A new 

Constitution was adopted in 1964 and the first elections were held in 

1965. The present Gover.nment under Noor Ahmad Etemadi came into power 

in November 1967. The next elections are to take place in 1969. ~Jhile 

the Constitution provides for political parties, none has been organized 

and no effective unified opposition has emerged. 

While a good deal of power rests with the King particularly in 

respect of national defense, legislative control is vested in the Wolesi 

Jirgah, the lower house. The difficulty of obtaining parliamentary 

approval for financial measures combined with the inefficiency of the 

executive branch is presently producing difficulties in carrying out the 

development program. The build-up of a civil service is hampered by lack 

of qualified people and unattractive salaries. 

Externally, Afghanistan pursues a policy of neutrality and 

nonalignment. It is not a member of any defense or mutual security pact. 

Relations with Iran are good and those with Pru{istan improved after 

Afghanistan stopped pressing its claim to the border area, Pushtunistan. 

I 

Afghanistan has been receiving $25-30 million a year of bilateral 

assistance from the U.S.S.R., the u.s., Germany (mainly in the form of 

technical assistance), and more recently, from the People's Republic of 

China. 

I 
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1. A predominantly agricultural, nomadic and largely illiterate population 

scattered over a rugged territory. About 10 percent urban. 

2. .An arid land but endowed with some agricultural resources in the 

northern and western river valleys and some mineral wealth (iron - not 

yet exploited, and natural gas). 

3. A traditional social structure, vertical family system, ill-adapted for 

individual initiative. 

4. A slowly emerging but very limited and closely held private industry 

sector. The requisite incentives, entrepreneurial sld.ll, technical 

kno1-r-how, trained manpower and financial resources are deficient. Trade 

rather than industry has been favored by the wealthier elements. 

5. The Government has be.en active in a number of processing and distributive 

activities such as textiles, sugar and petroleum products. The standard 

of the operation and control of government enterprises is very low. 

6. An unusually acute scarcity of competent administrators and planners 

with an administrative system that relies heavily on foreign personnel. 

7. A low domestic rate of saving and investment (less than 5 percent of GNP) ..; 

even compared 1i.Lth other countries of comparable per capita income 

($80-$100). 

8. A low international reserve position and a high debt service liability, 

a large part of which is owed to the Soviet Union. 

9. A free and fluctuating foreign exchange system (set up with the help of 

the IMF) that has been under pressure due to the great reliance of the 

publi.c sector on the banking system and the poor export performance of 

the economy. 
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10. A relatively well developed infrastructure , underutilized and 

generally badly mainta.:ined. 

11. Between 70 and 80 percent of total monetized investment has and 

will continue to be financed 'With foreign aid. 

12. Since the export prices of Afghanistan's principal exports, namely 

cotton, wool and karakul, have been falling, and since the ratio of 

her external debt liabilities to gross foreign exchange earnings 

already exceeds 20 percent and all. her natural gas exports to the 

Soviet Union are pre-empted for servicing her debt to that country, 

Afghanistan scarcely qualifies for additional borrowing on conventional 

terms. 

Recent Economic Developments 

The Bank sent an economic mission to Kabul in October 1966 to 

prepare a report that might assist the Government in the preparation of 

the Third Five-Year Plan which was to start in Harch 1967. The mission 

concluded that, despite the large amount of deficit financing, price 

instability, and weak balance of payments position which had Characterized 

the early 196o's, Afghanistan would be in a moderately improved position at 

the beginning of the new Plan period. Stabilization measures and exchange 

refor.ms involving a fluctuating rate system had been adopted in 1965 and 

1966. The mission recommended that additional revenue measures should be 

enacted and that the program would require an increase in foreign aid 

disbursements from about $405 million during the Second Plan to about 

$466 million during the Third Plan. 

The Third Plan, however, has not gotton off to a propitious start, 

partly because the legislature refused to enact either the Plan law itself 

or supporting tax legislation and because the export prices of karakul, 
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wool and cotton have not been favorable. The country has done better on 

the fiscal than on the balance of payments side however, with a view to 

improving the latter. The export taxes formerly applied to cotton and 

wool have now been eliminated and replaced with export subsidies. Karakul 

will also receive an export subsidy. The loss of government revenue is to 

be made up by raising import valuations and increasing the government 

monopoly's prices on gasoline and diesel oil. These measures were taken in 

connection with the IMF Standby Arrangement with Afghanistan. 

An important relationship in Afghanistan is that between the 

prices of wheat and cotton. To placate the urban population, the Goverrunent 

has tried to keep the price of Wheat down but it was still more profitable 

to grow wheat rather than cotton. Therefore, a mandatory acreage allotment 

was imposed for the production of cotton. This has now been removed, and 

presumably the prices and production of the two crops will be subjected to 

market forces. 

Despite the relative abundance of foreign assistance, the overall / 

rate of investment and economic growth is low (perhaps about 3 percent per 

annum as compared with the growth of population of over 2 percent). The 

completion of major irrigation and road construction projects, and the 

inadequate Plan preparation that envisaged a rapid switchover of emphasis 

to the co:rmnodity producing sectors which has not occurred, have probably 

slowed do'W!l investment even further during the last year. The total 

development outlay in 1967/68 declined by about 12 percent, but there will 

be some increase in development expenditures in 1968/69. Together with 

the lack of project preparation and the tight fiscal situation, there has 

apparently been an appreciable decline in the inflow of foreign capital. 

Future Investment Priorities 

l. In the next five years, Afghanistan's investment resources should be 
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increasingly pre-empted for the commodity producing sectors. 

Investment in industrial activities must increase if the decline 

in public works expenditures during the Third Plan is to be 

compensated and a more vigorous overall growth rate is to be 

achieved. There is also a need for a substantial rise in the 

provision for technical training. With the lack of maintenance 

of the main infrastructural facilities, a larger portion of the 

development resources 1~ have to be earmarked for maintenance. 

2. In the field of agriculture, Afghanistan has very low yields. I 
Preliminary investigations show a great potential for intensive j 

a griculture. The major inputs needed are fertilizers, improved j 

seeds, pesticides, weed control and improved cultural practices. 

To realize the potential, it is essential to introduce these 

improvements simultaneously. The future programs will have, 

therefore, to remove the major constraints to the implementation 

of such a program. In the next few years, a major limiting factor 

is the extreme lack of quantity and quality of personnel engaged in 

transmitting the results of research to the farmers. A method of 

increasing the usefulness of the extension service without diluting 

the quality through too rapid an expansion is to concentrate on those 

regions that have the greatest potential for development. 

Five-Year Projections 

l. In the period 1962/63-1967/68, total investment (including non-

monetized) approximated 13 percent of GNP, saving rate was about 

4 percent and capital inflow around 9 percent. Present indications 
/ ~~ 

are that savings and investment rates which were~ percent and / 

percent of the GNP respectively in 1967/68 would recover partially 

in the current year. 
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2. For the next five years it is assumed that investment (including 

nonmonetized) will be around 12 percent of GNP; savings about 3 

percent and foreign capital inflow about 9 percent of GNP. 

3. Further, the past experience and the overall performance of the 

economy suggest that 12 percent of investment should result in 

an annual rate of growth of aroun~ercent. With GNP estimated 

at about $5.3 billion for the period 1969/70-1973/74, total invest-

ment works out at $635 million (compared to the Third Plan estimate 

of $592 million) and savings at about $160 million. 

Capital Inflow and External Debt 

1. Based on the foregoing analysis, capital inflow requirement would 

be around $475 million, which is about the same level as envisaged 

in the Third Plan. 

2. Afghanistan's foreign debt has been rising very rapidly in the / 
recent past. By March 20, 1968, the total outstanding foreign 

debt amounted to $696.7 million, of which $436.9 million was 

disbursed. In 1967/68 the service on this debt was around 16 

percent of the total export earnings. 

3. Despite the favorable outcome of debt negotiations with the 

Russians and very soft terms of aid, Afghanistan's debt burden 

will be onerous in the immediate future. If Afghanistan's 

external assistance requirements are met on the basis of 2 

percent interest rate, 30 years' maturity and 10 years of grace 

period, if the flow of foreign aid is maintained at the level 
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indicated for the five-year projection, and if the total exports 

increase annually by about 5 percent, Afghanistan's debt-service 

ratio will exceed one-third of her export earnings by 1973/74, 

and if exports rise by about 7 percent a year, her debt-service 

ratio will be about 28 percent by 1973/74. 

Conclusions on Afghanistan relevant for Bank/IDA 

1. Policies 

In order that the Bank/IDA programs should have an impact on the 

development of the economy commensurate with the external j 

financing involved,T'{he domestic saving and investment rates have 

to be stepped up and fiscal performance considerably improved. 

~ Larger price incentives should be provided for the promotion of 

main agricultural products. Improvement in the economic manage-

ment of the country is also essential if the development of the 

commodity producing sectors is to gain a considerably greater 

momentum than in the past. Moreover, recurrence of the past 

inflationary pressures, with the accompanying need for a rapidly 

depreciating exchange rate, will have to be avoided. 

2. Priorities 

The main priority areas for Bank/IDA 

~road maintenance Co/industrial finance 

t . . (} . lt ~ opera lonsare ln agrlcu ure, 

and~ducation programs. 

Without foreign technical assistance )project preparation for lJ 
Bank/IDA operations cannot be undertaken by the local experts. Q 
Hitherto the foregoing programs have received technical 

assistance from the Bank and other international agencies. This 

type of assistance will have to continue in future. 
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3. Lending Terms 

Afghanistan's debt service is onerous and will become more 

burdensome in the immediate future. The country is not, there-

fore~ able to support borrowings on conventional terms. So 

far the performance of the economy has made it difficult to mount 

a significant IDA lending program. IDA terms will have to apply 

to future borrowings of Afghanistan from the Bank/IDA sources. 

Five-Year Lending Program 

4. The IDA lending program (1969/73) in terms of commitments is 

as follows: 

(In Millions of Dollars) 

Sectors 1968/ 1969/ 1970/ 1971/ 1972/ Total 
1969 1970 1971 1972 1973 

Transport 4-5 10 15 

Irrigation 8 

0~ 
8 

Agricultural Credit 4 

Industrial Develop-
ment Bank 3 

Total 5 8 4 13 30 

IDA debt repayment 0.01 0.01 0.02 0.02 0.06 

5. IDA's credit outstanding to Afghanistan ($3.5 million) is less 

than one-half of one percent of the total debt outstanding 

($697 million) as on March 20~ 1968. The IDA lending program 

1\ 
for the period 1968/69 - 1972/73 represents about 6 percent of 

projected gross capital inflow (official). 
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6. The estimate for future IDA operations displays some accelera

tion. This should be contingent upon improvement in fiscal 

performance. So far the principal constraint limiting the IDA 

operations has been the lack of reasonably prompt administrative 

action in regard to the preparation, negotiation, approval and 

execution of projects. 

7. With limited domestic savings, local currency resources are an 

important constraint in Afghanistan's development effort. Local 

currency financing should, therefore, be considered for projects 

with a low foreign exchange component (e.g. agricultural credit 

programs). 

Alternative Lending 

8. At this stage of Afg~anistan's economic development, the 

commodity producing sectors should have top priority for external 

financing. However, there are serious constraints to substantial 

investments in these sectors, including local financing and other 

aspects of absorptive capacity. Therefore, while the program 

proposed above is justified on the basis of need, its imple

mentation on schedule is likely to be difficult. If insti

tutional and other constraints interfere with lending to the 

commodity producing sectors, further investment for the purpose 

of achieving a better utilization, including maintenance, of 

infrastructural facilities may be justified. In view of the 

limited program proposed for Afghanistan and the uncertainties 
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of applying performance tests, it would not be feasible to adjust 

the level of lending to varying degrees of economic performance. 
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VII. POPULATION CONTROL PROGRAM 

A "Family Guidance Association" (FGA) was established in 

July 1968 by a charter ratified by the King, and approved by the Council 

of Ministers. Though FGA is set up as a private organization, official 

initiative and support is very much in evidence. The President of FGA, 

as well as members of the National Committee for Family Guidance (an 

advisory body) are all lady members of the Royal family. The Secretary 

General of FGA is Mr. Abdullah Omar, the President of the Public Health 

Institute. FGA t s charter speaks some1.vhat vaguely of 11 giving better 

guidance to families, to improve their health", but the Vice President 

of FGA, Dr. Ghaffar Aziz (Head of the Mother and Child Health Department, 

Ministry of Health) in a radio broadcast said openly that the program 

was to provide information to mothers on how to space children, and that 

the program was to start in Kabul. No adverse reaction was noted, and 

several members of parliament called to ask that their districts be 

included. 

AID, which has sponsored information tours abroad for senior 

Health Minist:cy officials and a religious leader, intends to provide 

moderate support (about $100,000 per year), presumably in keeping 'With 

absorptive capacity for the program during the next two years. Obviously 

a cautious approach is envisaged, and a full fledged program may take years 

to develop. Population growth, on the other hand, is estimated to be only 

<§'per year, but this is a~ figure in a country where population 

estimates var.y between 12 and 15 million. 



Population: 14 m i I ion 
Cap ita 1: Kabu I 

A landlocked country about 260,000 square miles 
in area or approximately the size of Texas,. Afghan
istan lies between the Middle East, Soviet Central 
Asia, Sinkiang, and the subcontinent of India and 
Pakistan. Its location is strategic and has had a 
major influence on its history. Afghanistan's im
mediate neighbors are Iran, the U.S.S.R. (1,200-
mile border), China (50-mile border), and Pak
istan. 

From southwest o northeast the country is di
vided by t:.e _.-.;; . ._-, ,,~;es t...J o 25,000 :t., v ~ 
the Hindu Kus and the Pamirs. Mountains an arid 
desert country are interspersed by small valleys 
made fertile by irrigation from snow-fed mountain 
streams. ts principal rivers drain to the south
west (Helmand) into a depression known as the Seistan 
on the Afghan-Iranian border, to the southeast 
(Kabul) to the Indus in Pakistan, and to the north 

,--.._ into the Amu Darya (the Oxus River), which forms 
) a large part of the northern boundary between 

Afghanistan and the Soviet Union. 
The climate is typical of the higher regions of 

central Asia, cold in the winter and hot and dry in 
the summer. Another characteristic of the climate 
is the extreme range of temperature change within 
short periods, from season to season, and from place 
.to place. For example, in summer in Kabul (6,000 
ft.) the temperature may be 50° F. at sunrise and 
by noon reach 100°. Kabul's mean temperature in 
January is 32°. In the plains of Jalalabad (1,800 
ft.) summer temperatures can reach 115°. Rainfall 
is scanty-nowhere more than 15 inches annually. 
The rainy season extends from October to April, but 
much of the precipitation is winter snow and spring 

.---...__ rains. 
J 

THE PEOPLE 

Afghanistan's present racially mixed population is 
a reflection of its location astride trade and invasion 
routes that lead from the Middle East into central 
Asia and the Ind ·an subcontinent. The bulk of the 
population are Pushtun (Pathan), Uzbek, Turkoman, 
and Hazara, with small groups of other races 
represented. The dominant group is the Pushtun, 
which comprises about half of the total population. 
Persian and Pushtu are the principal languages 
spoken, though Turki is extensively use in the north. 

Afgh ::~stan is a Moslem country, and the Sunni 
sect of Islam is predominant. Religion pervades 
all aspe ~ of life; · :igious doctrine and codes 

provide the principal means of controlling conduct 
and settling legal disputes. Except for a rather 
small urban population in the principal citie-s, most 
of the population is divided into clan and tribal 
groups and follows centuries-old customs and reli
gious practices in the conduct of its affairs. 

The principal cities south of the Hindu Kush are 
the capital, Kabul, with a population of 450,000; 
Jalalabad, which is on the road from the Khyber 
Pass to Kabul, with 12,000 inhabitants; and Kanda
har, 300 miles southwest of the capital, with 100,000. 
North of the Hindu Kush are Herat, lying close to 
the Iranian border in the west and having a population 
of 100,000 and Mazar-i-Sharif, 50,000. 

HISTORY 

Afghanistan, often called the c-rossroads of central 
Asia, has had a turbulent history and suffered many 
invasions. In 328 B.C., Alexander the Great entered 
present-day Afghanistan and, after crossing the Hel
mand River and the Hindu Kush, captured ancient 
Bactria (present-day Balkh). His rule was followed 
by domination by the White Huns and the Turks. 
In 652 A.D., Afghanistan fell to the conquering Arabs, 
who brought with them a new religion, Islam. 

Arab rule gave way to Persian rule, which con
tinued until 998 when Mahmud of Ghazni, of Turkish 
extraction, assumed control. Mahmud established 
Ghazni as a great capital and cultural center, from 
which base he repeatedly invaded India to spread 
the Mqslem faith. Mahmud' s dynasty was over
come some years after his death, and Afghanistan 
was ruled by various princes until the invasion of 
Ghengis Khan in the early 13th century which re
sulted in the destruction of He rat, Ghazni, and Balkh. 

Late in the 14th century Afghanistan came under 
the control of Tamerlane and became part of his 
huge Asian empire. In the late 15th and early 16th 
century Afghanistan came under the rule of Babur, 
who founded the Mogul dynasty in India and who is 
buried in Kabul, his favorite city. 

Afghanistan as an independent kingdom was 
founded by Ahmad Shah Durrani, who was the first 
to be crowned King of Afghanistan in 17 4 7. Ever 
since then the throne has been occupt~d by a member 
of the Durrani tribe, though since ' 1818 by a dif
ferent clan. Ahmad Shah consolidated various chief
tainships, petty principalities, and provinces into one 
country, Afghanistan, which then included within its 
borders parts of the Punjab, Baluchistan, and other 
sections of northwestern India. 
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European Influence 

·During the 19th century, as British power in 
India expanded and Russia moved into central Asia 
in its push to the East, the history of Afghanistan 
was decisively influenced for the first time by 
European countries. British efforts to secure a 
stronger position in the Punjab and northwest India 
to counter Russian influence in both Persia and cen
tral Asia led to the first Anglo-Afghan war of 1838-
42 . The British won the w and set their candidate 
upon the throne only to ·nd that they could not 
effectively control the country. Their forced with
drawal from Kabul in 1842 was disastrous, and vir
tually all ofthe approximately 16,000troops and camp 
followers were s aug tered by t e Afghans . Re
taliatory military action followed and an Afghan 
leader friendly to Great Br'tain was put on the throne. 

Russian advances in central Asia and Afghan deal
ings with Russia led to the second Anglo-Afghan war 
of 1878-80, which brought Amir Abdur Rahman Khan 
to the throne. This ruler agreed to British control 
of Afghan foreign affairs in return for which he 
received an ~-- · ~1 subsidy. In 1893 the Amir rec
ognized ~:'..-.. , ~~u~ as the boundary betweer:. 
Afghanistan and Brit· sh India, and it remains as f:e 
present boundary between Afghanistan and Pakistan. 
Afghanistan's borders with Russia also were estab
lished along their present lines during the Amir' s 
reign. Under the Amir' s leadership the royal 
family's control of the country was strengthened and 
the hold of the cenj:ral government over the hetero
geneous population and outlying areas tightened. 

World War I 

During World War I Afghanistan remained neutral 
despite German intrigue to have the Afghans foment 
trouble along the borders of India. Meanwhile, 
nationalism became a developing force in the country. 
On Amanullah Khan's accession to the throne in 1919 
following the assassination of his father, Habibullah, 
Afghanistan embarked upon the third Anglo-Afghan 
war apparently in the mistaken belief that conditions 
were ripe for revolt in India. The war lasted only 
a few months; the Afghans won some early victories 
but sought peace after the British brought air power 
into the fray. Afghanistan obtained freedom to con
duct its external affairs in the peace treaty signed 
in August of that year and marks this event in 
celebrations every August. Afghanistan's national 
day is on May 27. 

Reform and Reaction 

After the war King Amanullah set about making 
changes in his country. Moving from its traditional 
isolation, Afghanistan entered into diplomatic rela
tions with the pr·ncipal nations of the world. In 
1927 the King made an extensive tour of Europe, 
an experience which fired him with a desire to mod
ernize his country. His attempt to abolish the veil 
for women, :ow ever, thoroughly alienated his 

conservative countrymen, and this circumstance, to
gether with the depletion of the national treasury and 
the deterioration of his army, made him easy prey 
for a brigand, Bacha-i-Saqao, who captured Kabul 
and declared himself King early in 1929. Nadir 
Khan, the present King's father, defeated Bacha-i
Saqao with Pushtun tribal support on October 10, 
1929, and was declared King at the insistence of 
the tribal chiefs and elders. 

Recent Developments 

Nadir Khan was a member of the Yahya Khel 
clan of the Mohammadzai Dur ani tribe. This 
family has ruled Afghanistan since 1 29 and con
tinues to exercise an influential role in determining 
the policies of the government . Nadir Khan's 
brothers, who had assisted him in defeating Bacha
i-Saqao, became prominent members of his govern
ment. He adopted a cautious policy of moderniza
tion, education, and economic development. His 
son and the present King, Mohammad Zahir Shah, 
succeeded to the throne on Nove~--:·.-· · , .... z,:ter 

·'-~~ ~ · :-· s:-. s::tz .. tion of Nadir Kha by a natic fol 
.. v,,~ .- o.: · e previous dynasty. Nadir Khan's 
brothers were Prime Ministers through 1952, and the 
King's cousins, Sardar Mohammad Daud and Sardar 
Mohammad Nairn, were respectively Prime Minister 
and Deputy Prime Minister and Foreign Minister 
from 1953 until March 1963. 

In March 1963 a new government headed by a 
commoner, Dr. Mohammad Yusuf, MinisterofMines 
and Industries, assumed office. Though the King 
remained the focal point of power and continued to 
exercise leadership and influence, this was the first 
Afghan Cabinet in history which contained no member 
of the royal family. The Yusuf Cabinet was entrusted 
by the King to introduce a program of political and 
social reform. This program was carried forward 
successfully, and in 1964 Afghanistan adopted a new 
and more liberal constitution, designed to give legal 
sanction to the reform program. 

GOVERNMENT 

Government in Afghanistan is based upon the con
stitution of 1964 which preserves the paramount 
power of the King, but otherwise removes the Royal 
Family from the conduct of government, increases 
the power of the Parliament vis-a-vis the executive, 
and provides for a reorganization of the judicial 
system by 1967. Parliament consists of two houses. 
The King appoints one-third of the 84 members of 
the Meshrano Jirga (House of Elders), one-third 
is elected directly by the people (adult suffrage, 
secret ballot), and the remainder is to be elected 
by Provincial Councils. The 215 members of the 
Wolesi Jirga (House of the Peop~F;) are elected di- , 

11 rectly by the people. · •I · 
The government, either house of Parliament, 

or in some cases the Supreme Court can introduce 
bills. The cabinet must obtain a vote of confidence 
from the Wolesi Jirga, and can be dismissed by a 
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vote of no confidence. Both the cabinet and the 
Wolesi J irga have a normal term of 4 years. 
The constitution provides for a number of other 
reforms including the pe rmission to form political 
parties and greater freedom of the press. 

The constitution also provides that the Sunni 
doctrine of Islam shall be the state religion. The 
principles of Islam provide the basis for court 
decisions in the absence of specific legislation, 
although the scope of such legislation is expected 
to increase with the creation of a new judicial sys 
tem and adoption of enab ing legislation designed to 
carry out t e provisions of the 1964 constitution. 

A new Parliament was elected by secret ballot 
in August -September, 1965. Parliament gave its 
vote of confi ence Octobe 25 , 9 5, to anew ca.:./net 
headed by Prime Minister Yusuf. This cabine re
signed a few days later following the eath of 
students in clashes with police and troops, and 
Mohammed Hashem Maiwandwal became Prime 
Minister on November 2, 1965. 

ECONOMY 

Afghanistan is pr imarily an agricultural and 
pastoral country where 90 percent of the popula
tion live on the land. Of its total area of about 160 
million acres, only 15 to 20 percent is arable. Only 
half of this amount is under cultivation, yet no 
pressure on the land is apparent. In good crop 
years the country ... -s nearly self- sufficient in food 
grains, but in recent years P . L. 480 wheat has been 
supplied to meet the deficit. Annual per capita gross 
national product (GNP) is about $90. This figure, 
however, only partially reflects the situation, since 
about half of the economy is non-monetized. 

Mineral resources consist of coal, chrome, oil, . 
lead, zinc, copper, iron, sulphur, and salt . Coal 
and salt have been exploited to a limited extent, 
but the other resources are relatively untouched. 
Exploration for oil in northern Afghanistan has been 
conducted since 1952. Some oil and major deposits 
of natural gas have been found north of the Hindu 
Kush. Development of these mineral resources may 
change the present economic picture significantly. 

The national budget for the year 1964- 65 ex
clusive of most foreign aid was about Afg. 4.75 
billion or approximately $63 million at the rate of 
75 Afghanis to the dollar. In June 1965 the Afghan 
Government, worried over the growing budget deficit 
and the threat of inflation, signed a u standby" 
agreement with the Inte rnational Monetary Fund 
(IMF) permitting the Afghan Government to draw 
additional foreign exchange from the IMF provided 
the Government introduced and maintained selected 
budget and financial controls. 

Trade 

In 1 64 -65 exports totaled about $70 million, im-
ports v A :; ...... il ion. The tra e deficit was financed 
argely by oreign aid. Afghanistan's principal ex

ports are agricultural prodl.icts. Karakul (Persian 
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lamb skins) has in the past been exported to the 
United States and Europe to the extent of some $12 
million annually, and fruits and nuts are exported to 
the Indian subcontinent. Other exports are cotton, 
the production of which has increased greatly over 
the past few years, wool, hides, and skins. Afghan
istan's principal imports are cloth, sugar, petroleum 
products, tea, motor vehicles, machinery, and other 
finished goods. Wool, hides, skins, and cotton are 
bartered with the U.S.S.R. for petroleum products, 
cloth, and sugar . For several years a small ex
change of goods with Iran has increased consider
ably . Iran is supplying some petroleum products 
to Afghanistan and- as have Pakistan and the U.S.S. R . 
- has accorded facilities for the transi of Afghan 
imports and exports through Iran. 

Transportation and Communication 

Communications facilities in the country are 
poor but are being developed rapidly. There are 
no railways or navigable rive'" , · ·:· .. an 
( ·· ~ ,,e r, uoes 
:!'"'"v" '"''4o'"" ~4'"'~·4~,. . 4-' 4-U : . ;_._ .. :y roa systemisa 
circular roadway connecting the principal cities in 
the country. Until recently most roads were un
paved, and bridges frequently were washed out. Many 
routes are still little more than caravan trails . 
Road maintenance has been inadequate. To improve 
communications the United States and the Soviet 
Union have been engaged in extensive roadbuilding 
programs. U.S. road projects completed include 
the Kabul- Peshawar and the Kandahar- Spin Baldak 
roads, both facilitating communication with Pakistan, 
and the Kabul- Kandahar road. Work is expected 
to begin soon on a new road from Herat to the 
Iranian border and on the extension of the Pakistan 
railway into Afghanistan at Spin Baldak. The Soviets 
have built a road and tunnel through the Salang Pass 
in the Hindu Kush and a road from the Soviet
Afghan border north of Herat to Kandahar; they are 
working on other roads in northern Afghanistan. 

There are more than 8,000 commercial motor 
vehicles in Afghanistan. Truck transportation to the 
railheads in Pakistan is an important part of the 
transportation system, and trucks are also used to 
move goods into Afghanistan from the trade route 
through Iran. 

Several years ago Afghan airports had little in 
the way of technical facilities, but with U.S . financial 
and technical assistance, a modern international 
airport has been completed at Kandahar and domes -
tic airports at Herat, Kunduz, and Jalalabad have 
been modernized. The Soviet Union constructed a 
modern airport at Kabul. Ariana (the Afghan national 
airline), in which Pan American WG?rld Airways has ,1, 
a minority stock interest (49 percent), is operating <l 
regional routes between Afghanistan and India, 
Pakistan, Iran, the U.S.S.R . (Tashkent), and the 
Near East. International service is also provided 
by Soviet, Indian, Pakistan, and Iranian airlines . 

0 
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Economic Development 

Afghanistan embarked on an economic develop
Il'l:ent program in the 1930's. Banks were estab
lished and paper meney was successfully circulated. 
A university was established, primary- , secondary-, 
and technical-school facilities were expanded, and 
students were sent abroad for higher .education. 
illiteracy and the lack of technical training remain 

· serious problems . Industrial expansion has been 
limited owing to lack of financing and other basic 
economic requirements . 

In 1956 t e gc·:p nment formulated a 5- year eco
nomic develo :' · .... : w ich only partially met its 
targets an ...... -.. -.u ;: ... evised downward. Total 
expenditures d ng i s p an were A g. 11 billion. 

A much expanded second 5- year plan began in 
March 1962. Total expenditures of Afg. 33 .5 billion 
are envisaged. Almost 60 percent will represent 
foreign exchange costs covered by foreign aid. 
Both plans were designed to provide a beginning 
for orderly and balanced industrial and agricultural 
development. S, stantial progress has been made 
in such f:.2:~· . ~2 :;.,. ile and cement produc -
tion. Ag i c a· o · ' p t and export-processing 
industries promise to expand further under the joint 
U.S. - Afghan financed project of developing the water 
power and agricultural resources in the Helmand 
Valley in southwestern Afghanistan. A third 5- year 
plan, cover ·ng 1967-72, is now being prepared. 

In addition to U.S. and Soviet aid, Afghanistan 
has received economic assistance from West Ger
many- which has committed roughly $60 million for 
the second plan- and technical assistance from the 
United Nations and certain of its specialized agencies 
such as the World Health Organization, the Interna
tional Civil Aviation Organization, and the United 
Nations Educational, Scientific and Cultural Or
ganization. 

U. So ECONOM IC ASSISTANCE 
Since the foreign aid program began in 1950, 

the United States has extended to Afghanistan $350 
million in loans, grants, and agricultural com
modities to develop transportation facilities, raise 
agricultural production, expand the educational sys
tem, stimulate industry and mining, and improve 
administration. 

In the 1950's the United States concentrated on 
helping Afghanistan build its economic infrastructure 
-the roads, dams, and power plants which constitute 
the foundation stones of a modern economy. More 
than 500 miles of paved highway were built, linking 
the country's major cities and commercial centers 
and facilitating trade with Pakistan and Iran . To 
develop an airline capable of serving all sections of 
a country then divided by mountains and poor roads 
and not easily accessible from the outside, the 
United States constructed five airports, trained pilots 
and technicians, and extended a loan for the pur
chase of ~a. .es and equipment. A short rail spur 
i s planned f om the Pakistan National Railway across 
the Pak- Afghan border to Spin Baldak east of 
Kandahar and providing direct access to the Port 

of Karachi. The Afghan Government obtained an 
Export - Import Bank Loan to open new lands to irri
gation in the Helmand Valley. From 1946 to 1959, 
Morrison-Knudsen, an American construction firm, 
built a network of dams, reservoirs, and canals 
throughout the Valley. The United States, through 
its technical assistance program, is continuing to im
prove this irrigation system and develop the land 
brought under water control. 

U.S. aid efforts have shifted in recent years away 
from infrastructure projects to technical assistance 
programs designed to help the Afghan people develop 
the skills needed for building a modern society. 
The aim is to furnish ''know-how'' rather than 
physical structures. Simi.larly the emphasis on 
dollar grants for capital projects has given way to 
an emphasis on encouraging the Afghan Government 
to finance these U.S . assisted development efforts 
with long- term loans. 

Afghanistan's need for trained specialists is 
great. The United States has provided teams of 
professors from four U.S. universities to help the 
University of Kabul (situated since 1. '-l on a new 
campus built with AI 2,.:::--c •• .; func -
.,_ ,, ~ ca ion, · and 
ab _..:.~., -.. ...... .. :~ . ~.~ .. v. _ --·<--· vi.U ersity will graduate 
about 320 engineers, secondary school teachers, and 
agriculturists yearly. The United States has also 
provided experts to train teachers and develop 
curricula for the primary school system. Five 
primary teacher- training schools have been estab
lished. In agriculture the United States is working 
with the Afghans on a program to eliminate Afghan
istan's wheat deficit by raising agricultural produc 
tion 30 percent in 10 years. Research stations 
and demonstration farms have been established to 
develop improved seeds and provide farmers with 
the means for increasing per acre yields . 

The approximately $350 million in aid extended 
to Afghanistan since our aid program began in 1950 
includes $111 million in agricultural commodities. 
under PL 480, $72 million in loans, and$166 million 
in direct grants . The grants have been made in 
amounts of $87 . 5 million for transportation, $24 .3 
million for education, $18.3 million for the Helmand 
Valley, $6.5 million for agriculture , $6.1 million for 
public administration, $3.5 million for industry and 
mining, and $19.7 million for other projects and 
support of U.S. AID personnel in Afghanistan. 

Other U.S. agencies assisting Afghanistan include 
the Asia Foundation, which sponsors several Amer
ican advisors to Afghan ministries, and the Peace 
Corps. The Peace Corps began its Afghanistan pro 
gram in 1962 with 9 volunteers and now has over 
200 volunteers in the country . 

FOREIGN RELATIONS 
Afghanistan has traditionally pursued a policy of 

neut rality in its foreign relatiql)s. Within the pap{ 
century it has served as a buffer state betweE;~ri 
Czarist and later Soviet Russia and the British 
Empire (now the independent states of South Asia) . 
The country's geographic position underscores its 
continuing strategic importance . 
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Afghanistan's foreign policy emphasizes peace 
and the maintenance of friendly relations with all 
nations. In the United Nations Afghanistan has gen
erally followed the voting pattern of the nonalined 
nations of Africa and Asia. Although Afghanistan 
has accepted very substantial loans and other 
assistance from the Soviet bloc, it also looks to the 
Western nations for assistance in meeting the as
pirations of its people for a higher standard of living 
as well as for support in maintaining its independence. 

Relations Wi h he United States 
At present there are no outstanding problems in 

Afghan- U.S . relat·ons, w ic 1. ve been generally 
cordial since the establishment of dip omatic rela
tions in 1936. Since the state visit to the United 
States by the- King and Queen- the first in history
in September 1963, these warm relations have been 
marked by increased warmth and understanding. 
Prime Minister Maiwandwal has ac cepted President 
Johnson' s invitation to visit the United States toward 
the end of 1966 . ,.,..,. -T Q . Y)O icy of assisting develop
ing cot:n<. · . ··-~ -.cta::.·cs .1.~s , een 
an importa. ~ .. ac w:..1 . n :.~1a~;.1 ~ .... .. ~1.~·.; a.-~ c. :...:.:._J...- v ... .. ..., 

U .S.-Afghan relations. 

Afghan -P ak is tan Relations 
Afghanistan's relations with the free world have 

been complicated by its longstanding controversy 
with Pakistan over the "Pushtunistan" issue. The 
basis for this controversy was laid with the estab
lishment of the D;urand Line (1893) following the 
second Anglo- Afghan war. In effect the line divided 
the territory inhabited by the Pushtun tribes: part 
went to Afghanistan and part to British India. The 
partition of British India in 1947 and the transfer 
. of political authority over the Pushtuns in the old 
Northwest Frontier Province to the successor Gov
ernment of Pakistan precipitated the current issue . 
The Afghans vigorously protested the inclusion of 
Pushtun areas within the borders of Pakistan without 
giving the Pushtuns the opportunity to choose for 
either self- determination or inclusion in Afghanistan. 
From the Afghan viewpoint it is an important inter
national problem. 

As a successor power to the British, Pakistan 
regards the Durand Line as a legally established 
international border confirmed by successive Afghan 
rulers, and takes the position that Afghan claims 
to an interest in the status of the people in the area 
constitute interference in its internal affairs . The 
United States recognizes the Durand Line as the 
international boundary between the two countries . 

During the past 19 years this problem has led to 
incidents along the common frontier, and at times 
closure of the border between the two countries has 
resulted ·n extens ·ve dis ocation of normal trade 
patterns. T e most recent crisis in Pakistan
Afghanistan affairs lasted from September 1961 
until June 1963 when diplomatic, trade, transit, and 
consular re ations between the two countries were 
suspended. 
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Mediation attempts by the United States and Iran 
helped to resolve the impasse and restore normal 
relations. Afghan interest in 11 Pushtunistan" con
tinues, but the new government is adhering to its 
stated position of pursuing this interest through 
peaceful means . Relations between Afghanistan and 
Pakistan remained friendly during the Indo- Pakistan 
conflict of August-September 1965 . 

Afghan-Soviet Relations 
Afghanistan had long regarded its northern neigh

bor with suspicion and fear, but relations became 
more cordial following the establishment of the 
Soviet Government. The Soviet Union was among the 
first countries to establish diplomatic relations with 
Afghanistan when the latter emerged from the third 
Anglo- Afghan war with full sovereignty. An Afghan
Soviet nonaggrer-sion treaty was concluded in 1921. 
This treaty also provided for Afghan transit rights 
through the Soviet Union . During this period the 
Soviets provided some financial and technical assis 
tance to Afghanistan, including training for a fledgling 
Afg an air force . 

·:. :-:- n again became suspicious of Soviet 
:..:.~.~::.-.( .. c. •• .:> \ · .~.~:h t e destr1c1ction by the Soviets of the 
independent Moslem principalities, Khiva and Bok
hara, north of the Oxus River (or Amu Darya) . 
This action was contrary to assurances given by the 
Soviets as well as provisions of the 1921 treaty 
which recognized Afghan interest in the continuing 
independence of these areas . From the early 1930's 
until the beginning of massive Soviet aid in 1954, 
Afghan- Soviet relations could best be described as 
formally correct and without any particular warmth. 
This situation was probably attributable to both 
Afghan caution and Soviet preoccupation initially 
with internal affairs and subsequently with World 
War II and its aftermath . 

More recently the Soviet Union has undertaken 
a major economic assistance program in Afghanistan. 
Trade between the two countries has become in
c reasingly important as a result of transit agree 
ments, barter arrangements, and loans. Since 1954 
Afghanistan has received loans and grants from the 
Soviet bloc totaling approximately $600 million, as 
well as substantial Soviet military assistance for 
equipping and training the Afghan armed forces . 
The U.S.S.R. first extended a $100 million credit 
for general economic development, mainly in the 
fields of power, irrigation, and transportation . In 
addition the Soviet Union has furnished Afghanistan 
with $5.8 million for silos and for road paving in 
Kabul, $15 million for petroleum exploration in 
northern Afghanistan, and $80 million for a road from 
the Soviet border through Herat to Kandahar. In 
1962 the U.S.S .R . signed an economic aid agreement 
with Afghanistan in the amount of approximately 
$212 million for the implementation of the Afghan 
second 5-year plan which commenced in March 1962. ,1 
Other large Soviet projects have been in roadbuilding ;/ 
(especially the Salang road and tunnel through the 
Hindu Kush), hydroelectric power (Naghlu project 
on the Kabul River), and irrigation and land reclama
tion (Jalalabad area) . 



A sign·ficant shift in Afghanistan's trade has 
occurred in t e past decade until nearly half is with 
the U.S.S.R. While repayment of Soviet loans is an 
important factor in t is development, the proximity 
of "markets in the U.S.S.R. and recurring problems 
with Pak . stan have also contributed to this shift. 

Czechoslovakia, Poland, Bulgaria, and Com
munist China rna ·ntain missions in Afghanistan. 
Czechoslovakia ha s granted technical and military 
aid to Afghanistan, and a number of Afghan students 
have been studying in Czechoslovakia. Afghan stu
dents are also studying in Poland. Communist 
China extended a $28 million credit to Afghanistan 
in 1965. 

Afghan - Ira ·an Re ations 

Afghanistan has maintained cordial relations with 
Iran, though there has been disagreement over the 
distribution of the water from the Helmand River 
which flows into Iran from Afghanistan. Negotiations 
have been held intermittently but have failed to settle 
the issue. A transit agreement of February 1, 
1962, in add~"·- . ··.-..~Afghanistan an alternate 
route to t e s~ , i te ' the interest of both coun-
tries in creating a better political climate. Iran 
has increased its sale of petroleum products to 
Afghanistan, and Iran Air opened the first jet service 
to Kabul in August 19 6 5. 
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Minister of Health- Miss Kubra Nurzai 
Minister of Communications- vacant 
Minister of Mines and Industries-Abdul Samad 

Saleem 
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