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Abstract
In this piece of work we studied the impact of FDI on economic and social
development of Afghanistan. Through this study we come with strong rigorous
findings and result. After reviewing the appropriate literature we developed the
conceptual framework and hypotheses .The literature suggested that FDI in
agriculture is greatly effective in bringing technology, technical skills, and
innovations to the host country. It further revealed that it also encourage and bring
about economic and social development. Then the relevant data was analyzed
through appropriate statistical models namely Regression and Correlation. After
analyzing the data, it was noticed that there is strong relationship between FDI and
economic growth, FDI and Job creation, FDI and Agricultural development. That is
FDI has greatly added to economic growth, Employment Creation and Agricultural
Development. Further to that, those statistical models revealed strong relationship of
the key economic indicators with foreign investment in agriculture in Afghanistan.
That is all of them such as employment creation, economic growth agricultural
development were strongly and positively correlated with the FDI inflow in the
chosen period. Additionally, to elaborate on the data analysis we measured the
agriculture development by the no of hectares of land cultivated by both cereals and
I

orchards and the no of tons of production we have thereof. On the employment side
we used the number of jobs created by the foreign agricultural investments and
finally the economic growth , we use annual gross domestic product growth to
represent the economic growth yearly.
In spite of the rigorous results and findings of the study we did have some limitation
of the data. That is we could not find published data over the transfer of technology
or the transfer of skills, or application of innovative methods in agriculture, however
in the literature cited we did come across that in countries like Afghanistan FDI has
played substantial role in flow of technology and improvement in productivity and
the like. Therefore, the result is significant and is highly effective in bringing about
and cultivating economic and social development.
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1Introduction:
In receiving countries, FDI can play an important role in promoting economic
growth 1 and in reducing poverty by providing capital, stimulating market
competition and efficiency, introducing know-how, and by generating jobs. These
investments have the potential to contribute to food production on a global scale and
to increase food security in home and host countries. Majority of the poor live in
rural areas – therefore development in agricultural sector can have a greater impact
on poverty reduction than growth in any other sector.
The agriculture sector remains the backbone of human existence, providing it with
the fundamental requirements for human survival. With 70 percent of the country’s
population living in rural areas, and agriculture contributing approximately 30
percent to their GDP, it is clear that in the developing world, at the core of any
sustainable development and poverty reduction strategy is the development of
agriculture. Gallup (1997) shows that an additional one percent increases in per
capita agricultural output would result a 1.6 percent increase in the incomes of the
poorest 20 percent of the population. These findings are further supported by Thirtle
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Jan Schupach, 2014, Foreign Direct Inivestment in Agriculture
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et al (2001) who on the basis of cross-country analysis found that a 1 percent
increase in agriculture yields would reduce the number of people living on less than
$1 a day by 0.83 percent which can imply a reduction of poverty. In addition, the
growth linkages/multiplier effects between agriculture and the rest of the economy
are relatively strong with every $1 of additional farm income creating a further $0.8
non-farm income in Asia (Bell et al, 1982; Hazell and Ramaswamy, 1991). The
importance attributed to the agriculture sector was given further value in 2008, when
food prices surged, and limited food supplies threatened food security in some poor
countries, and triggered civil unrest in several others. In the case of Afghanistan,
investing in agriculture is a shift from previous self-sufficiency schemes, and is
being undertaken to firstly ensure food security, and secondly to maintain price
stability and reduce exposure to market volatilities in the country. This presents a
unique opportunity for Afghanistan which has under-utilized agriculture land to
benefit from the potential FDI in agriculture. As a result the country will ensure their
food security via a focus on FDI in the agriculture sector.
The thesis contends that despite the significant interest in FDI in the agriculture, and
the desire to promote FDI in the agriculture sector, progress with investment remains
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minimal, and the constraints to the FDI continue to pose a serious challenge for the
country wishing to attract FDI in the agriculture sector.
Moreover, investment purely in agriculture will not facilitate the achievement of
food security without the corresponding investments in storage facilities that could
satisfy requirements in both investor and the recipient countries in times of shortages.
Map of the Research Project:
As foreign investment in agricultural sector positively contribute to one’s country’s
economic and social development. Experiences and studies have shown that
developing countries mostly depend on agriculture, and investment in this area create
jobs, enabling people to have access to the primary facilities and resources of life
and thereby improving the quality and standard of their livings. Having considered
that, this small piece of work is designed to measure the impact of foreign
investment on economic and social development of Afghanistan for the period of
2003 till 2015.
The first part of this research will cover the abstract then introduction, statement of
problem, significance of the study, purpose of the study and research questions
which will be followed by the country’s profile in terms of investment potential,
3

opportunities, and the existing magnitude of investment in agriculture sector.
Additionally, this part will also have a look at overall position of economic and
social development of Afghanistan. Furthermore, this will portray overall picture of
Afghanistan in terms of foreign investment, economic and social development.
Second section of the research will encompass literature covering the views and
work of others that they have pursued in the area and conceptual

framework

defining the logical relationship among variables set forth based on the literature
cited, experience and observation made.
Third part of this piece of work will talk about methodology of carrying out the
study. The methodology will entail the data collection- the data source, the ways of
collecting the data. Next, this will also discuss the tools used to interpret collected
data. Finally, this will describe the results and findings obtained thereof.
Lastly, the ultimate part of the research will tell us about conclusion, which will be
followed by referencing the citation and also appendixes containing extra charts,
graphs and tables.
Statement of problem:

4

Despite substantial foreign economic assistance during the last several years, about
42% of the total population in Afghanistan still remains below the poverty line (that
is 1,500afs/person/month). Around 80% of the populations living in rural areas
depending solely on agriculture and related activities, while more than 9 million
Afghans cannot meet their basic needs. Moreover, more than half of the population
is vulnerable to poverty. Even a small change in their consumption pattern can make
them cross the poverty line (NRVA, 2007/08)2. On the other hand, agriculture in
Afghanistan is based on small farmers who have an irrigated land of around 5 jerib
(1 hectare) and a few farm animals, with rural settlements scattering throughout the
country. Thus, agriculture and rural development are viewed as one of the most
important sectors for accelerating improvement in rural livelihoods, improving food
security and poverty reduction in Afghanistan.
For improving rural poor livelihoods the government of Afghanistan has established
a comprehensive set of development objectives that target economic growth and
reduction of poverty through strategies designed to promote a market-led
transformation of the rural economy. Afghanistan National Development Strategy
(ANDS) places a great emphasis on commercialization of agriculture, diversification
2

Government of Afghanistan, Ministry of Rural Development and rehabilitation (2007/8): National Risk and Vulnerability
Assessment (NRVA) report, Kabul-Afghanistan.

5

of production and exports, and investment in the private sector in order to move
farmers beyond subsistence farming to small-scale, market-oriented agriculture
investment. In the process of commercialization of the country’s subsistenceoriented production systems to more productive and market-oriented production
systems, agricultural support services, access to markets and farmers’ organizations
will have to be transformed toward being responsive and innovative investment
(ANDS, 2008).
This research attempts to empirically address the above issues and to bridge
information gaps.
Significance of the study:
If we have a look to the decade back, we will see that almost everything had been
destroyed. Therefore, the country is really in need of investment in the key areas, so
agriculture is one of the key and vital contributing to the economy areas of
Afghanistan. To this end, focus should be exerted on investing in this sector. The
investment will need being incentivized by the government of Afghanistan. This will
include insuring the investors in terms of stability, exempting them from taxation
and the like. These are all the measures that Afghanistan has taken seriously. So
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foreign investment in the country is really needed there is huge demand for it in the
country, ranging from the research institute to mechanization and investment in the
agricultural infrastructure.
First of all Afghanistan is an agriculture oriented country and its economy almost
entirely depends on its agriculture. Second, Afghanistan is in a new transitional stage.
Everything has started from scratch. Since the agriculture is important component of
the economy, therefore, it seems appealing and demanding to conduct a piece of
work on it. The foreign investment in agriculture sector is one of the giant economic
dynamics playing crucial roles in the social and economic development of
Afghanistan. This study will not only enhance our body of knowledge but also give
insight to the investors, policy makers, economists inside the country and beyond the
country know the contribution of foreign investment in agriculture to the economic
and social development of Afghanistan. Foreign investment in agriculture not only
contributes to the social and economic development but also to the transfer of
technology and innovative techniques which highly help in making of one country
aware of the globe. Moreover, this will also help in boosting good relation between
the investing and the host country.

7

In this age of globalization one country is prone to encourage foreign investment so
that it can collaborate and cooperate in the hard moment of life. By doing so, the
society can be uplifted and requisite financial resources will be provided.
Purpose and objectives of the study:
This piece of work is designed to study the impact of FDI on agriculture sector on
the economic

,and social development of Afghanistan. This will, additionally,

describes and analyze the level and magnitude of FDI in agriculture sector of
Afghanistan, and try to understand what will explain the potential problems
associated with FDI and the environment in afghanistan and, thus, recommend what
should be done to facilitate and encourage FDI in agriculture sector of Afghanistan.
This will further dig out that how FDI contribute to agriutlural development. The
project will also analyze the relationship between FDI and Jobs creation. Next , this
will discuss the relationship of FDI and jobs creation too. Then the study will also
cover the impact of FDI on social development. Finally, the paper will discuss in
what porion does FDI add to the economic growth which is measured by GDP. After
all , the overall objective the study is to find the impact of FDI on both economic and
social developmet of Afghanistan.

8

Research Questions:
What will be impact of FDI in agriculture on agriculture development?
What will be impact of FDI in agriculture on Job Creation?
What will be impact of FDI in agriculture on social development?
What will be impact of FDI in agriculture on Economic Development?
What will be impact of FDI on transfer of technology and skills (Human Capital
Development?)
Hypothesis:
1:

There is a relationship between FDI and Job creation.

2:

There is a positive relationship between FDI and Job Creation.

3:

FDI contributes to Economic growth of the country.

4:

There is a relationship between FDI and Agricultural Development.

5:

There is a positive relationship between FDI and Agricultural

Development.
Summary:

9

We know that Afghanistan is one of developing countries of the world. Agriculture
is something what the developing countries literally rely on. Given the suitability of
the land and the poverty level of the country, there is huge potential and need for the
development of agriculture. Afghanistan is suffering from the shortage of food, lack
of mechanized agricultural activity, that is still the traditional methods are followed.
Second ,most of the population making their lives in the rural area and agriculture is
the only economic activity so that they can engaged in. that is 80 percent of the
country population depend on agriculture and therefore the contribution of this
towards GDP of the country is 30 percent which is huge portion. Thus it is worth
investing in agriculture in order to respond to the dependence of the population
particularly to those of rural people needs .
Given the need for mechanization of the agriculture industry in order to increase its
productivity and thus adds more to the living standard of people and ultimately to the
economy. Foreign investment is to be made. Because foreign investment is the
mechanism through what we can bring in technology and skills and new and modern
methods of production.
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Having said that, there is high need for foreign investment in order to develop
agricultural activity in the country and exploit natural resources optimally, this way
boosts the economy of the country and finally ensure

sustainable economic

development in Afghanistan.
2.Literature Review:
This topic has been viewed variedly by various scholars and they have done valuable
contribution to it. Some researchers believe that foreign investment in agriculture
sector help in boosting economic and social development provided that investors
considers farmers as equal business partners. However, when it comes to land
acquisition it poses risks and thus contributes negatively to the farmers’ community.
A research conducted by pascal liu (2014) indicates those investments in agriculture
sector that consider local farmers as equal business partner and letting them have
control over their lands, places positive impact on local economies and social
development. It further states that external support to help farmers and facilitate
investors and, this way, farmers’ relationship will have increased chances of success.
It, additionally states that it will require investors long run to expect the financial
returns. However, Liu also discovered that in the matter of large scale land
acquisition it spreads disadvantages to the local communities. In Countries lacking
11

defined local rights, with poor governance, large scale land acquisition poses severe
risk to the local community. It entails reduced access to natural resources which will
probably result in local opposition to the investment. Moreover, according to Liu
Land acquisition is also not good for the investors because it will destroy their
reputation too.
Investigations have also pointed out that Investment in agriculture primarily helps in
poverty reduction. This was supported by the work done by Godoy and J.Dewbre
(2010). They argued that agricultural investment has substantially contributed to
economic growth, poverty reduction and in general to all macroeconomics
performance indicators. Agriculture sector helps in economic growth and economic
growth reduces poverty and improves the quality of life of people. Housman and
Redbrick (2006) argued that a strong growth and employment opportunity provides
incentives for parents to invest in children’s education by sending them to schools
(which is a good indicator of social development). This results in producing high
human capital in a country. Therefore, it encourages human development which in
turn results in economic growth. Another study conducted by Kate Schneider and
Professor Mary KayGugerty (2011) states that agricultural productivity exerts high

12

impact on the real household’s income. It also has indirect impact on reducing the
poverty by providing employment opportunities.
Another contributor in this context is agricultural productivity. Increasing
productivity in agriculture sector is a key tool for employment creation and poverty
reduction. Mellor (2001) argued that every 1 percent increase in agricultural output
will increase farm employment by range of 0.3 to 0.6 percent.
Improvement and growth in agriculture can motivate investors to invest in
technology and machinery that can help and speed up industrialization of agriculture.
This means that using technology in agricultural activities is productive. Explaining,
when savings are invested in industrialization and development of agriculture,
positive changes and improvements in social developments take place. This will
extensively create more jobs, increase income and consequently increase exports.
The associated Social impacts are more employments, more expenditures and
improvements in livelihood.
Heumesser and Schmid (2012) investigated the topic of trends in foreign direct
investment in the agricultural sector of developing and transition countries: He
argued that given the host countries strategies and management style, the advantages
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of FDI including job creation, flow of technology, enhancement of fiscal revenue,
food security can be noticed in host countries.
Over the past years FDI in agricultural sector in the up and down stream areas of
value chain can be drastically seen. Moreover, because of the high commodity prices,
FDI in land resources have also increased. However, the investment in land such as
acquiring lands should be governed by international and regional framework helping
to define rights for land users and also involve communities in agricultural activities.
Based on case study and quantitative analyses, several trends are discussed in the
literatures which follow: The processes should be supported by international or
regional frameworks helping to define how rights of land users should be protected
and how local communities can be involved. In specific cases, business models like
contract farming or joint ventures are productive to meet long-term needs of local
population.
For agricultural development and poverty reduction, public investment is more
effective than private investment. Therefore, the role of host country in this context
is crucial. The role should be to put investment in productive and needy areas. Also,
investment to be made in agricultural research and development, next capacities of
farmers should be strengthen in order to enable them to have access to financial
services. Moreover, environmental impact of the investment should also be assessed.
14

Additionally, given the effective management of local farmers and landholder’s
relationship, FDI in agricultural sector contributes to transfer of technology to host
country- transfer of skills to host country, help in food security, and reduce poverty
and hunger. This also implies that FDI make the local community self-reliant and
improve their living standard by creating jobs and, thus, source of income.
Another study conducted by Msuya (2007) on impact of FDI on Agriculture , its
productivity and poverty reduction come up with the result that FDI has greatly
contributed to the local industries competitiveness, modernization , transfer of
technology and skills in Tanzanian Agriculture sector. Further, in the study Msuya
also figured out that this FDI did have positive impact on the productivity of
agriculture. He named the tea and sugar sectors that the FDI has contributed to in
terms of productivity enhancement. Sugar cane saw a high growth rate as result of
FDI. Likewise, green leaf production increased fivefold yearly with FDI inflow.
The study also suggested that FDI places positive impact on smallholder’s
productivity and efficiency. It also elaborated that good institutional capacity of
smallholders, well defined regulations of host government plays crucial role in FDI
inflow. The study also investigated that these are not only the policy contributing to
the FDI in agriculture sector but this is indeed the smallholder farmers institutional
setup that has key role in promoting and encouraging FDI to agriculture sector. The
15

study also points out that creating good relationship between investors and
smallholders contribute to the attraction of FDI in agricultural sector and to the
agricultural productivity.
Per the FAO’s report 83 billion investments is required in agriculture sector to meet
the demand of food by 2050.In this report they have also discussed that FDI in
agriculture was 1% of the total FDI in globe in the past. However this figure has
changed and increased in the recent years.
FAO (2013) there is enough evidence of growing investment in agriculture section
of developing country, but still it is hard to calculate the existence phenomenon
because very limited or no reliable data. Only 27 countries’ comparable data of total
FDI for the years of 2007 and 2008 is available. According to UNCTAD 2011, for
the two years, US $ 922.4 billion were estimated as an average annual inward FDI
flows. Agriculture represented only 0.4 percent FDI, this include hunting, fisheries
and forestry. Food, tobacco sectors, and beverage relatively received big share i.e.
5.6 percent mainly in high-income countries. Based on available data, countries
varies from year to year. Let the agriculture alone, 44 countries comparable and
measurable data are available. These countries received more than two-fold FDI in
2005-2006 and 2007-2008. But great portion of these flows have been received by
upper-middle & high-income states (Lowder and Carisma 2011). Highly likely the
16

data may have miscalculate the real flow of foreign investment particularly in
agriculture. Besides that, a great portion of investment made by banks, hedge funds,
mutual funds, pension funds and other private fund have not been estimated FDI. A
recent survey’s finding that covers many developing countries except East Asia and
Pacific, but still not a comprehensive one in agriculture sector says the
aforementioned have increased both in value and number (Miller et al., 2010).
Furthermore, to ensure food security, fight poverty and realize nutrition goals,
remarkable investment in agriculture section is developing countries is required. This
investment is vital and is appropriate strategy in combating poverty in rural and
remote area, where the poorer are settled. Although lesser investment in small farms
of agriculture in developing countries have not yielded desired outcome particularly
in the past 30 years, it plays more productive rule in hunger and poverty reduction.
By the same way, FAO reported in the working paper 47.That in rural area
investment in agriculture is remarkably effective in rural and remote area where
mostly the poorest live (World Bank, 2008, FAO, 2012). It in many ways decrease
poverty and famine. Farmers capitalize to boost both their products and incomes. It
create employment and generate income for landless rural settlers and also stimulates
and make demands rural services and goods particularly from society’s point of view.
It positively affect first rural people and secondly national economy. For food and
17

nutrition security, investment in agriculture sector also very vital to fight and root out
hunger. It can also rises productivity and keep prices stable and low which in turns
make food and other products widely accessible in both urban and rural areas.
They also discussed the factors underpinning FDI in agriculture sector. They argue
that the incensement and hike of FDI mainly in agriculture which has happened
particularly after 2000 was caused by the low or lesser extent of investment in
agriculture particularly in developing countries. There are multiple and complex
reason. However, the more visible among other seems to be hike in commodity in
2007-08 and understanding the continuing increase in demand mainly in the next
four decades for limited natural resources. Countries were ignited by the sharp hike
in food prices to invest where there is enough land and water (other countries). They
see the proprietorship and the likelihood to produce and export back home a viable
and trustworthy strategy than depending on markets. Besides that, international
investment was prompted by high energy prices. Apart from that causes, other
remarkable driving forces shows that this inclination seems to continue in long run.
The driving force includes spike in demand for agriculture, growing population,
increasing consumption rates, raw materials, demand of market for foods and carbon
sequestration. Financial speculation has been increased by expectation of rising for
natural resources. It leads natural resources and land speculation caused by weak
18

performance of market in real estate and bonds during 2007 financial crisis. A survey
conducted based on 25 large investment firms for OCED 2010 shows the following
incentives as evolving assets in agriculture and farmland; a mixture of income,
attractive traditional returns on land investment, strong shelter against inflation and
mutually exclusive returns with the equities market.
Traditionally, providing better market and cheaper labor were aimed for international
investment in agriculture food sector in the last few decades. However, today’s
foreign investment is different from that one. It mainly pursue natural resource
primarily water and land. It also seek acquisition of arable land and real production
more than the association local with producers. Now the investors have mainly
targeted production of basic food. (Hallam, 2011).
The OECD survey (2010) found that about 83 per cent of arable land was either
leased or acquired for a long-term and was devoted to produce row crops and 13 per
cent for livestock production while permanent crops like viticulture, sugar cane and
agriculture infrastructure constituted 4 per cent.
Besides that, he examined effects of FDI on recipient countries. He argued that
good-governance is vital for FDI. He found out that having effective regulation and
enforcement of law are essential in host country. Having property rights, law and
regulation, land tenure and enforcement of law are prerequisite for investors in
19

hosting countries. Similarly FDI attraction has direct link regulation on water
management, investment, and natural resources. Elements like transparency, political
stability, good governance, peace, rule of law greatly contribute to FDI. Equally
project that could not yield desired outcome or have adverse effects on locality are
considered failures of government.
Having a good institution that could easily scrutinize investment proposals, review
their design, encourage stakeholders and enforce regulations are another vital and
essential portion. Conversely important is a qualified government or national
institution to oversight or intervene, if necessary, to mend mechanism for mediation
and conflict resolution.
Existence of skill labors and enough infrastructure increases and stimulate rate of
success. Those who have strong collaboration, high level of organization where
community members enthusiastically participate in decision-making process and are
technically educated could proceed and strike good deal. Finally any deal and
agreement broker in light of those mentioned characteristics seemingly have higher
possibility of success.
Having a capable civil society members in farm organization have more important
role; the more qualified the members of CSOs are, the better result is expected. It
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could easily meet the investors’ demands such as management expertise, capital and
technology. It can easily bring a win-win partnership.
Investor also seek to have civil society involved primarily local farmer organizations.
Factors like negotiation process, formulation, planning and designing is also
important for investors. Though some other factors such as participatory, inclusive,
transparent and democratic process seem to be delaying project, it could produce a
demanding result. Investors also consider term important. These terms could easily
define contractors and partners relationship; benefits and risks though these terms
and contracts generally speaking considered vague. So a more specific and clear-cut
terms are highly important particularly it should clearly underline what benefits
could the local community receive (more precisely job creation, training and
infrastructure). Here comes the importance of mentioning profile of investors, its
technical and management experience in production as well as periodization of
objectives. These could positively impact investor incomes. A lower financial return
in initial phases leaded to a more success of project in Zambia. It happens when the
investor is willing to accept it. Another significant part is the ability of project
manager to keep and sustain more friendly communication and relation with local
people.

21

3.Background/ Country Profile (Investment existing picture and opportunities):
Afghanistan is an emerging country. Almost everything, particularly investment
opportunities evolves. There are plenty of untouched gaps in the market with great
potential. For instance investment in cool storages and packing houses. Besides this,
Afghanistan has very encouraging and incentivizing policies for investors. Take the
example of low taxes and customs on foreign investors. Given this and that
Afghanistan economy is mostly dependent on natural resources in specific
agriculture, investment in agriculture sector is highly recommended. Below is an
overview of investment opportunities and investment in agriculture of the country.
3.1 Arazi (Afghanistan Land Authority):
Arazi is a unit in the ministry of Agriculture of Afghanistan. The purpose of this unit
is to provide access to governmental lands for commercial and investment activities.
It is the place where both international and national investors interested in investing
legally in Afghanistan can refer to. Additionally, this organization leases lands for
farming, grazing, factories and other agri-businesses. In addition, it plans to offer
25,000 hectare for investment in agricultural activities. Kabul Industrial park
adjacent to Kabul Airport is one of the examples.
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Finally, Arazi is the only authorized agency to provide land leasing services to
investor in the area of land not only in agriculture, but also in telecom, industries,
and public services. Since its foundation, it has stricken 1100 contracts with respect
to land leasing with investors. Therefore, this is a great opportunity for those who are
interested to invest in agricultural sector in Afghanistan.
3.2 AISA:
AISA is an investment agency founded in 2003 in Afghanistan. This is established to
promote investment and bring about an investment thriving atmosphere and
environment in Afghanistan. AISA facilitate and support both national and
international investors to invest in Afghanistan. It helps investors typically in the
areas:
Providing financial information about banking facilities, labors costs, and investment
incentives; providing Support in acquiring and leasing of land
1. Assisting investors in clearing investment related custom issues.
2. Arranging Conferences on important investment related issues
3. Announcement of investment opportunities via the foreign missions in
Afghanistan and the Afghan Embassies abroad.
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4. Conducting Research, surveys and reviews on issues, which are Valuable to
investors
5. Providing consultations, dialogues, seminars and workshops with concerned
parties
3.3. Investment in Rice Mill Processing and Marketing:
This aims at increasing production of rice via importing from India; brining a new
technology to process and package and establish an effective marketing strategy.
450,000 MT rice are produced in Afghanistan every year. They are mainly exported
to central Asia. Totally, US $12,850,000 investment capital is required for this
project. Of this, US $10,000,000 will be allocated to rice processing plant; US $2.4
million will be given to acquire rice seeds for farmers and 450,000 are specified for
marketing activities.
Investment in Fresh Fruit Processing:
This project is designed to construct a fruit processing plant in eastern Afghanistan.
They will be buying fruits from the community and farmers in the region. The
processed fruits (Juice) will be sold domestically and internationally. The factory
will be setup and equipped in such a way that it can process and produce juice in
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effective way. Of course, there are small firms interested in making joint venture
with foreign investors. Masroor Company is one of these domestic firms founded in
2008. Its processing capacity is 2 MT per day. Its production covers juices, jams and
jellies. The roughly estimated investment required for this scheme is US
$ 16,000,000. Of this, US $ 12,000,000 will be given to the setup of the plant. And
the remaining US $4,000,000 will be set aside to acquiring raw materials and
marketing expenses.
Investment in Manufacturing Farm Machinery Program:
The goal of this program is to promote and cultivate farm machinery in agricultural
activities, mainly tractor-led thresher and cultivators. In this area there is a great
potential for rapid growth. The farming sector is dependent on the mechanization of
agriculture in Afghanistan. By this they mean using machinery in performing
agricultural activities.
There are four manufacturer in Afghanistan dealing in producing agrimachinery .They are: Jawed Afghan, operating in the area of manufacturing rice and
wheat cultivation tools. Next is Akhter Mohammed, Smith which operates in the
venue of manufacturing tools used for soil mulching, farm trailers, plows and
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cultivators. The other is, Hussain Manufacturer, functioning in the area of agriculture,
manufacturing corn threshers, cultivators and related tools. The last manufacturer is
Jan Agha which too manufactures agricultural tools ranging from cultivators to
threshers.
The total investment required for this project is US $10,000,000 – of this; US $3
million will be specified for constructing plant, followed by remaining US $7 million
which will be allocated to inventory, daily operation and administrative activities.
The total market is approximately valued by US $20,000,000 presently.
Investment in Saffron Processing and Marketing:
The objective of this program is to promote saffron in Afghanistan and working on
ways of adding value to the saffron producing process and crops (the value Chain).
Investors are invited to invest in saffron producing plants in Herat province. Saffron
is currently exported to these countries: France, UAE, India USA, Spain and Japan.
In order to increase the returned value from investment in saffron we have to invest
in the processing, packaging and labeling. Saffron production is planned to be 4000
kg, 6 million kg and 10 million kg for years 1, 2 and 3 respectively.
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There are three big companies operating in producing and exporting of saffron.
Afghan Red Gold Saffron is the largest producer of saffron in Afghanistan.
The total projected capital required for this scheme is US$ 6.6 million. The
breakdown of this is that US $350,000 allocated to establishing the plant and facility,
US $6 million was set aside for acquiring the inventory (saffron) and the remaining
US $2 million was specified to administrative activities.
Investment in Fruit Juice Processing in Kabul:
Afghanistan agricultural lands have the annual capacity of 30,000 tons locally
produced fruit with projected annual sales of US$ 20 million yearly. The market
volume for the fruit in Afghanistan is estimated to be more than US $ 100 million;
with a projected growth rate of 15% .US $25 million has been invested in this area
already to date. However, a rapid and high growth and expansion are expected in the
coming years.
Investment in Tomato Paste Processing and Marketing:
The purpose of this project (Qarizada Tomato Paste Company) is to enhance the
capacity, efficiency of producing tomato paste in order to create substitute for
imports and meanwhile encourage and increase domestic production. This project,
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among other activities also distributes improved seeds to farmers. This tomato- paste
company has been in production for six years. Its annual production is projected to
be 44,000 MT per year. Currently it produces 15000 cans of tomato’s paste per day;
however, the maximum capacity for daily production is 45,000 cans. Further, the
cans for tomato paste are brought from Pakistan, china and Iran.
The projected value of required capital for this project is 2.3 million USD. US $1.15
million is for acquiring equipment and necessary tools for running the facility,
processing and packing- additionally, US$ 0.5 million is required for the inventory
(tomatoes)-US $ 0.2 million is for distribution of improved seeds and US$ 0.45
million are assigned to administrative and carrying out marketing strategies.
Investment in Commercial Cool Storages:
The aim of this is to build cold storages and packing houses for fruit and vegetables.
This project does this because to increase availability of domestic agricultural
commodities in any season. The location of this facility is planned to be near to
Kabul Market. By doing so, this will be able to meet the demand of local market any
time. The initial capital required for this facility is 500, 0000 USD to cover the
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construction costs, equipment, administrative and operation activities of these
facilities. Electricity is vital and must for this venture.
Total FDI Inflow to Afghanistan from 2003 to 2015
Table.3.1

Investment Period
Type

2003-2015
Total

of
Domestic (USD )

Foreign (USD)
Investment

Investment
Agriculture

367,260,054

49,122,000

416,382,054

Service

2,641,076,887

896,520,295

3,537,597,182

Industry

1,544,066,861

140,510,912

1,684,577,773

Total Investment

4,552,403,802

1,086,153,207

5,638,557,009

____________________________________________________________________
Notes: All the above investments have been made in the years 2003 and 2015 .
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Investment Inflow by sector (2003-2015)
Figer. 3.1

Source: AISA

3

As we know from the figure, service in percentage terms is the biggest portion of the
total FDI inflow in to Afghanistan. This is followed by industry and then by
agriculture. Of the total value of FDI in Afghanistan 8% investment goes to
Agriculture. Therefore, Investment in agriculture sector is low and, thus, should be
encouraged and incentivized more.

3

www.aisa.org.af
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3.4. FDI in Agricultural Sector in Developing countries:
We know that Afghanistan is in the set of developing countries. So the experiences
and stories of developing countries that we are going to quote here will be beneficial
and, likewise, help us link to the impact of FID in Agriculture sector in Afghanistan
too. In this part we are going to mention the findings and results of studies carried
out in developing countries over the impact of foreign agricultural investments over
their social and economic development.
3.5. Food Security:
In order to make developing countries self-reliant in terms of agricultural resources it
is imperative to ensure that they are stable in terms of food. To avoid excessive
import of food items which make developing countries further vulnerable it is
advisable to encourage FDI. This indicates the high food prices; reliance on world
market for food items is risky.
Developing countries with bad conditions of water and land mainly depend on
imported food. In such case, investment in the area of producing food is highly
valued and, therefore, is considered as a strategic response. By the same token,
investment to produce agricultural materials for processing food items value equally.
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A number of agricultural funds have been recently dedicated to African countries to
meet their financial and social goals. Given this, Land investment is the only
strategic response for food security for countries with limited water and land
resources. Nevertheless, there are other mechanisms for food security too such as
creating regional food reserve, improvement of international food market
information system. Investment may too be required in infrastructure and institution
in many developing countries. Examples include Japan’s investment in increasing
food production in Latin American, and China’s investments in research and
development of agriculture to enhance rice production in Mozambique Africa
DavidHallam (2009).
David also stated in his paper that countries benefit from foreign investment in
agriculture provided that the developing countries agriculture sector has the capacity
to digest and handle the investment. Among the benefits is the capital inflow,
transfer of technology bringing about innovation and productivity, improving and
advancing the domestic production, improving quality, creating jobs, increasing food
supply for domestic market and export purposes.
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3.6. Agriculture productivity:
As most of the population in developing countries inhabit in rural areas, therefore,
they mostly rely on agriculture as main source of income. Given this, improving
agricultural productivity is key to economic growth, economic development and
social development, alleviating the poverty and uplifting their standard of living. In
order to end poverty and increase economic growth and development agricultural
productivity must be increased and it is an essential channel to reach to this end.
The table below portraying the wheat production shows the impact of FDI on
enhancing agricultural productivity which is of course a good example of FDI.
Wheat Production

Table.3.2 (source Ministry of Agriculture
Wheat Production
Year
Production
in MT

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

3550

2293

3500

3100

3550

2100

4250

3700

2500

5050

5000

6000

6100
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Source ministry of agriculture (Figer.3.2)

The graph above indicates the fluctuattion in the prodcution of wheat between the
years 2003 and 2015. The reasons for this could be fluctuation in FDI specifically in
wheat production.
Agriculture share in GDP:
The table below points out the contribution of agriculture to the economy of
Afghanistan.
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Agriculture Contribution to GDP in percentage Terms ( Table.3.3)
Agriculture Contribution to GDP in percentage Terms

Year

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

Contribu

43.17

41.05

33.28

34.23

32.66

33.62

27.75

31.11

27.76

26.98

25.39

24.58

25.12

tion

%

%

%

%

%

%

%

%

%

%

%

%

%

Agriculture Contribution to GDP(2003-2015) ( Figer.3.3 )
Sourc: Central Statistic Organization of Afganistan

The agriculture share in the GDP of Afghanistan is decreasing form 2003 to 2015as
the country goes towards industrialization, the contribution of agriculture towards
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GDP decreases. However, as whole the above chart portrays varied contribution of
Agriculture during the given period.
Non-agriculture (service sector) share in GDP:
Souce: Central Statistic Organization of Afghanistan Table.3.4

Service Contribution to GDP in percentage Terms (2003-2015)
Year

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

Contribu

34.15

35.83

39.47

37.68

38.09

38.68

43.99

44.28

48.02

47.82

50.28

51.75

52.14

tion

%

%

%

%

%

%

%

%

%

%

%

%

%
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Servic Contribution to GDP (2003-2015) (Figer.3.4)
Souce: Central Statistic Organization of Afganistan

4

4

www.cso.gov.af
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FDI as parentage of GDP 2003-2015 (Table .3.5)
Year

20

20

20

20

20

20

20

20

20

20

20

20

20

03

04

05

06

07

08

09

10

11

12

13

14

15

net inflows 1.3

3.5

4.3

3.4

1.9

0.9

1.7

0.5

0.5

0.5

0.3

0.3

0.2

of FDI (%
of GDP)
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Net inflow of FDI (Figer .3.5)

Source: World Bank

5
4.5
4
3.5
3
2.5
2
1.5
1
0.5
0

net inflows of FDI (% of
GDP)

Based on the graph and data above, net inflow of FDI started growing from 2003. It
keeps growing and reaches to peak in 2005. There is steep decline between the years
2005 and 2008. However, it starts growing again till 2010. Then the FDI is followed
by somehow flat rate till 2015. Additionally, the FDI in 2010 and 2015 is relatively
low.
The decline in FDI is because of these reasons: The turning point in the recent civil
war history of Afghanistan after the fall of Taliban, Afghans got hope of having a
bright future. Afghanistan opened its relationship with international community,
putting an end to civil war and thereby brining an interim government made up all
races, tribes, layers of societies. This was followed by elections and thus established
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a democratic government. These acts created hope for investors and encouraged
international community, donors and investors to put their money in investment
activities of Afghanistan.
FDI as persentage of GDP aslso started from 2003 it has the same reasons we
mentioned berfor Afghanistan secured salvation from Taliban. it was really good till
2005 but it started declining from 2005 because 2005 was the remergence of Taliban
in Afghanistan .
Sector composition from 2003-2015: (Table.3.6)
Sauce: Central statistic organization of Afghanistan
Sector composition (GDP 2003-2015 )
Year
Agricul
ture
Services
Industr
y

2023
43.17
%
34.15
%
21.42
%

2004
41.05
%
35.83
%
20.89
%

2005
33.28
%
39.47
%
24.51
%

2006
34.23
%
37.68
%
25.21
%

2007
32.66
%
38.09
%
26.17
%

2008
33.62
%
38.68
%
25.16
%
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2009
27.75
%
43.99
%
25.62
%

2010
31.11
%
44.28
%
21.17
%

2011
27.76
%
48.02
%
20.57
%

2012
26.98
%
47.82
%
21.58
%

2013
25.39
%
50.28
%
20.51
%

2014
24.58
%
51.75
%
19.72
%

2015
25.12
%
52.14
%
19.90
%

Sector Compostion (GDP 2003-2015) (Figer.3.6)
Source: Central Statistic Organization of Afghanistan

4.Conceptual Framework:
After walking through the literature review on the given topic, we see that
strengthening the agricultural sector really help in the country’s economic growth,
economic and social development. Furthermore, based on the literature we have
established the relationship among the bellow relevant variables on the topic. It helps
in the creation of jobs. Creation of jobs can provide employment to the people of
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Afghanistan. This way this will increase the income of the people and, additionally,
can be a great source of income.

Independent Variable

Dependent Variable

Agriculture Sector

Economic Growth

Dependent Variable

s Variable
Independent
Foreign Investment

Economic and Social development

Intermediate variable

Dependent Variables

Creation of Jobs
Transfer of technology
Poverty reduction
Food Security

Good Governance (Host
Country)
Effective Institution with
well-defined policies
Good Infrastructure and
Educated Workforce of host

Based on the above framework the factors namely; good governance referring to
enforcement of rules and regulations. Second concept is reduction of poverty, FDI
plays key role in eradicating poverty. This can also be linked to the above theory
which is creating employment for local people resulting in alleviation of poverty.
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Food security is another issue that FDI contributes to .This is a globally valued issue.
Because of the likely shortage of food globally that the FAO has identified in its
working papers. Increasing food supply in the market meet the demand of people to
groceries. It helps in reducing imports; therefore, make the local community benefit
from their domestic products at reasonable prices. In addition to this, the government
can export the excessive food items to other countries which can greatly contribute
to government revenue. When government‘s revenue increase government become
more powerful in terms of spending. It will be able to spend more on public
infrastructures ranging from school and roads to medical entities. This will
ultimately help to both social and economic development of Afghanistan. In this
regard both economic and social development are inter related. When one happens
the other will automatically takes place too. For instance, when roads created, this
will create jobs for people and likewise when medical facilities are to be established
people will get jobs and other medical services. Therefore, FDI contribute equally to
economic and social development of the country and thus both are equally important.
Based on the literature we also found that FDI helps in transferring technology and
skills to the host country. It also helps in mechanizing the agricultural industry.
Given the technology and mechanization of industry, the agricultural industry will
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become more competitive. This happened; it will create more jobs than before. Thus
will increase the income of local people which will also in ultimate terms contribute
to the GDP of a host country. In other words, mechanization is something that really
increases the productivity of agriculture. When productivity comes into existence,
the industry will become further strong in terms of meeting the demand of
agricultural commodities and alleviating poverty.
We also noticed that FDI helps in transferring technical skills to the host country.
This means that it transfers knowledge to the host country people which can be
termed as human capital development. Therefore, FDI this way too gives much to
the host country. This can be translated in significant contribution to economic and
social development of the host countries. Nevertheless, the important part of this that
it provides women with employment. As an example of Afghanistan in saffron
agricultural activities most the workforce goes to women. This is a good indicator of
gender involvement in employment ultimately having favorable implication on
social development of the country.
There other factors contribute to more than one variable. They are as bellow:

44

Good governance: This refers to the well-defined rules and policies and enforcement
of laws regulating the host country atmosphere in agriculture and investment terms.
Factor two is well developed and with good capacity national institutions also
increasingly encourages FDI in host country. Another label that can be stressed here
is the relationship among the investors and landholders followed by good
relationship, collaboration and solidarity among local communities. They drastically
give to agricultural investment.
Based on the above framework the factors namely; good governance referring to
enforcement of law and rule of law paves way for FDI. This makes investors that the
money they invest will not be invested. Likewise, clear and well defined policies
encourage both local land holders. Both of these parties believe that their rights will
not be violated. Last factor which is the infrastructure and educated work force plays
key role in encouraging not only FDI but also promoting economic growth and
development. For instance, with good roads we can ship equipment and other
necessary for carrying out our business easily. Also with educated workforce we can
increase efficiency and effectiveness of our business thereby improving the
productivity of our business. Given the logically conjectured relationship, we can
call these factors intermediate and/or independent variables.
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Additionally, we can see that the agriculture sector is independent variable whereas
Economic and social economic development are dependent. Foreign investment is
considered as independent variable and intervening. Because it establishes and
boosts the relationship between foreign investment in agriculture sector and the
economic and social development. Meaning to say that without foreign investment in
agriculture sector will not contribute to economic and social development. Likewise,
boosting agricultural via foreign investment results into economic growth which
ultimately contributes to the social and economic development. It also thus exerts
impact on reducing the poverty by providing employment opportunities.
5.Empirecal Analysis of Data:
We used secondary data which was already published by the agencies of government
of Afghanistan and World Bank. The data we have collected are from three authentic
agencies namely, World Bank, Ministry of Agriculture and AISA (Afghanistan
Investment Support agencies.)
We have chosen the data from three major areas. They are the annual economic
growth of Afghanistan measured by GDP, Employment in Agricultural activities,
and agricultural development.

46

In order to get the desired result and findings from the above areas we have used two
statistical models. The models are Correlation and Regression.
Correlation:
Through this statistical tool we have identified relationship their direction whether
positive or negative. Overall this a very well fit model to describe the relationship
and result of all variables pertaining to the study.
Regression:
We regressed all the dependent and independent variables via this model. For some
of the variables this was a good fit for others not.
However, overall this was also good device in describing the variables and
significance of the relationship among them. Some of the ANNOVA outputs that we
obtained in this model and considered as indicator of the result were R-square
explaining the variation in Dependent variables caused by independent variables.
The other output was t-score and then was the p-Value indicating the significance of
the result. The final one was the Regression Equation displayed by: Į + ȕ (X) +

47

Based on the correlation table above we can see that correlation between FDI and
Land cultivated by cereals is 0.64. This shows the positive relationship between
these two variables. The direction of the relationship is positive which shows that
because of the increase in FDI increase will happen to land cultivated by cereals too.

Land
cultivated by
cereals(in
Hectar)

FDI
FDI
Land
cultivated by
cereals(in
Hectar)
cereals
produced in
tons
lands
cultivated by
seeds and
medical( in
Hectar)
Fruits
produced in
tons
No of
Cooperatives
Members of
Cooperatives

cereals
produced in
tons

lands
cultivated by
seeds and
medical( in
Hectar)

Fruits
produced in
tons

No of
Members of
Cooperatives Cooperatives

1

0.6328

1

0.167032 0.088540747

1

0.700293 0.191752428 0.198807483

1

0.569855 0.012005741 0.196984977 0.939081305
1
0.619753 0.212305713 0.283512416 0.951475961 0.942846641
0.490868 0.693659016 0.32588419 0.026111175 0.157247249

1
0.077046182

Correlation of FDI in Agriculture and Agricultural
Development in Afghanistan
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1

Likewise the relationship between cereals produced in tons and FDI is 0.17. Which
also positive relationship between the variables. This states that if more foreign
investment in agriculture sector is made, production of cereals such as wheat, rice
maze, barley and the like will increase too.
Lands cultivated by Medical seeds and herbs and FDI are also positively correlated
and the correlation ratio is 0.7. Like other indicators, this also reveals that more
foreign investment in agriculture contributes to increase in lands cultivation by seeds.
The next relationship is between tons of fruit produced and FDI made in agriculture.
The correlation is between these variables is 0.6. This points out that both variables
are positively correlated given their high correlation ratio.
Similarly, the number of cooperatives made in Afghanistan and FDI made during the
selected span of time are positively correlated. The correlation output figure for this
is 0.62 which is good enough.
In the same way, the members of cooperatives are also have positive correlation with
FDI in agriculture are positively correlated and the relationship is displayed 0.49.
This further signals that the direction is sufficient.
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Given the above ratios portraying strong co-relationship, we can conclude that the
FDI made in Afghanistan highly contributed the agriculture development in
Afghanistan shown by the above the indicators namely, cultivation of lands,
production and cooperatives.
After regressing the relationship between FDI and Agricultural Development
indicators we have the following output for each indicator:
Cereals production:
Based on the output of the regression model we can see that R square is 0.03 which
means that 3% variation in cereals production is explained by FDI. In addition, we
have t-score as 0.37 and p-value as 0.73. Given the above figures it seems that
regression model does not very well explain the relationship between the variables.
That is if we have a look at t-score, it is 0.4. which is not sufficient per the rules. The
rules are that for good explaining model the t-score should be greater than two( t>2).
Likewise, the p-value per the rule of thumb should be less than 0.05 and this is
contrary to that is bigger. Therefore, correlation is the appropriate statistical model to
explain the relationship among the variables and a meaningful result.
The regression model is as follow based on the ANNOVA output:
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Equation (1) Y= 5838771+ 0.002 (FDI in Agriculture)
Fruit cultivation :
After regressing the fruit cultivation and FDI in agiculture and studying their
relationship through regression model we can see that R square is 0.5- indicating that
50% variation in fruit cultivation is explained by FDI in agriculture. Next to that is
we also have t-score which 2.1 and passes the criteria for t-score which that it should
be at should not be less than two. Nevertheless , we have p-value as 0.07 which is
beyond the rules. Given the overall result of the model we can for sure conclude that
the model valid and the result we have before is highly significant. In other words we
can also put in simple terms that we 95 percent confident that the relationship
between the chosen variables is significant, and therefore, the regression can be
considered as workable tool for studying the relationship.
The regression equation for the above model as Equation (2) Y= 159688+
5.7( FDI in Agriculture)
Production of Fruit:
Given the output of the statistical model we have R-square= 0.33 explaining that
33% variation in fruit production is explained by FDI. Further, we have t-score
of 1.5 which is less than two. In addition, we have the p-value is 0.18 which is
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greater than 0.05 , the confidence interval. Overall the model output indicates
that there is a relationship however, the degree of significance is fair. Finally
like other variables we have the regression as :Equation (3) Y= 156013 +
0.00035 (FDI in Agriculture)
Agricultural Cooperatives:
The output of this can be interpreted this way that R-Square is 0.39 telling 39
percent variation in Agricultural cooperatives is traced to FDI in agriculture.
Moreover, the t-score 1.8 which is close to two and is not bad indicator. the last
output is the p-value which is 0.13 which exceed the criteria of 0.05. therefore,
this like others do not show significant relationship. However, there is
relationship as we noticed in the r-square an t-score. As a result of the regression
model we have the equation as:

Equation (4) Y= 2382 + 1.53 (FDI in

Agriculture)
Members of Agricultural Cooperatives:
The output of the model tells us that the R-square indicating the change
dependant variable which is the number of members of cooperatives and the
independent variable which is the inflow of FDI. So the R-square is 0.24 like
others, showing that 0.24 percent change dependant variable takes place because
of the independent variable which is FDI inflow. The t-score is 1.3 which is like
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others variables less than two. Similarly, the p-value is 0.3 which highly above
the criteria, that is 0.05. The associated eqution with model for the given
variables is as:Equation (5) Y= 325652 + 0.00024 (FDI in Agriculture). We can
clued that there is a relationship , however , it is not significant. So we further
draw conclusion that the model is not a good fit in this version.
Analysis: Like the above analysis, the relationship between the variables
is well explained thus, the model is not a good fit.
Cereal Cultivation:
Interpreting the output of the given model for cereals cultivation and FDI we get
the R-square as 0.40 indicating the forty percent change is because of the FDI
inflow. The same way, we have t-score which is 1.9 and this meets almost the
criteria is which is two. Consequently, we have p-value the indicator of
significance as 0.13 which does satisfy the condition of 0.05 confidence interval.
Finally we have got the relationship equation too which is Equation (6) Y=
3364825 + 0.0016 (FDI in Agriculture). The conclusion is that model is
relatively good fit , though the sginficance result is not good.
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Regression and Correlation Analysis with Economic growth, Employment
creation:
Correlation of FDI with Economic Growth and Jobs Creation

FDI in Agriculture
Annual GDP Growth
(%)
Employment in
Agriculture

FDI in
Agriculture
1

Annual GDP
Growth (%)

Employment in
Agriculture

0.740189047

1

0.968333547

0.703316161

1

Economic Growth: Based on the table above correlation between FDI in agriculture
and Annual GDP growth in percentage is 0.74. This shows that the direction of the
relationship is high with great magnitude. In addition above table shows the
correlation between FDI in Agriculture and the employment created in Agriculture
sectors which is 0.96. This is a strong indicator of the relationship between FDI and
Employment creation. Hence evidencing the effectiveness of FDI in the employment
creation.
The last relationship is between Employment creation and economic growth which is
0.7 which is also sufficient enough. This ,additionally, explains the powerful positive
relationship between job creation and GDP annual growth. Meaining that if
employment is created this will add to the economic growth and vice versa.
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Summing up, Given the correlation output we can conclude that FDI has greatly
added to job creation and economic growth. Likewise, job creation has highly
contributed to economic growth too. Which are excellent indicators of the effective
measurement of FDI in agriculture in host country.
Economic Growth:
In the regression model output R- Square is given as 0.55 which means that 55%
variation in GDP growth is explained by FDI made in agriculture between the years
2003 and 2015. This is, further, backed by another product which is the t-score and
this is in this regard 3.6 which brilliantly passes the test ( the rule of thumb) and the
rule of thumb is t should be greater than 2. Finally, there is another indicator named
P-Value which is 0.004 . This indicator , measureing significance level confidently
passes the criteria too. The criteria is that this value should be less than 0.05 in order
to claim that there is a significant relationship.
Having discussed that, the regression model as a whole very well explains the
relationship between variables. Further, the ANNOVA output which are the R square,
t-score and p-value abide by all the rules. Therefore, the relationship between these
two variables is strong and valid.
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The regression model can be expressed in the for of bellow equation.Y= a+ bX + C
Regression model equation for this variable is:Equation (7) Y= 1.28+ 4.56 (FDI in
Agri)
Employment Creation:
Discussing and analyzing the regression model output we get R-square as 0.94 in
the model which means that 94% variation in dependent variable is explained by the
independent variable which is strong enough. On the other side, we have T-Score as
12. Given the rule of thumb for the t-score,this score is very strong and is highly
above the criteria (t-score>2). Like the previous indicators P-Value,5.6. This is
greater than the criteria which 0.005.
Finally, wrap it up, the overall model is good. Nevertheless, the p-score is not good.
Therefore, the p-value questions the significance of the relationship and the
suitability of the model to explain the relationship.The relationship between the
variables can be further explained via the produced regression Equation: which is (8)
Y= - 1516.47 + 9.04 (FDI in Agriculture).
Overall Result:
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Given the overall analysis of the above two models namely Correlation and
Regression. Both models show positive relationship among the FDI inflow to host
country and the agricultural development indicators as discussed above and
economic growth and jobs creation which are the essential indicator of economi
development.
Comparatively, Correlation was more appropriate to portray the relationship among
all variables . on the other hand regression was not a very well fit model to express
the relationship among all variables significantly.
However, if had a look at the key economic indicators that are economic growth and
employment creation, both statistical models i.e. Correlation and Regression very
well explain the relationship among them, which also implies that the relationship is
significant . for example the correlation output for economic growth because of the
FDI inflow is 0.74 which is strongly high relationship. Similarly, this correlation
output for employment creation and FDI flows to host country is 0.96 which is
plentifully high. By the same token we the regression output containing the R-square
economic growth as 55% followed by strong t-score which is 3.6 and then the pvalue as 0.004. This indicates that the models is a fit tool and thus very significantly
explain the relationship among the chosen variables.
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Given the above overall analysis and interpretation of the results and findings, we
can conclude that is very effective in bring about agricultural development which
itself contribute to both job creations and economic growth of host country. By the
same token FDI is also effective in boosting economic growth and employment
creation which are the crucial indicators of economic development.
6. Policy Recommendation:
The recommendations that we make in this stage based on the empirical findings and
literature relate to both, social and economic development in the sense that they are
reciprocal. Elaborating on this gives the meaning that for instance when agricultural
cooperatives are increased more people are provided with jobs, thus, with money,
this way they can improve their quality of life.this will enable them to have access to
the necessary technology; an example can be TV, cell phone and etc. So jobs
creation i.e. the former part was the economic side, where as , the later is the side of
social development.Consequently, they somehow in the context of this paper go in
parallel
Nevertheless, based on the usability we will still distinguish and classify economic
and social development recommendations as appropriately. In addition to that, most
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of the recommendations will encompass the economic side. This is because of the
available data and the empirical findings which are directly of economic aspect.
In order to encourage foreign investment in agriculture, government and
international community operating presently in Afghanistan should work on the
bellow activities:
x

Government should work on the land reform policies and make sure that the
investors will be provided with clean lands for their investment. Clean in the
sense that they have no illegal issues. This issue was cited in the literature
review of the papaer.

x

In order to avoid corruption and misuse of the investors’ resources;
government should define clear and comprehensive agricultural policies and
frameworks. This was also discussed in the literature review that clear
policies encourage both the investing and recipient countries in the
investment process. It also ensures transparency of the processes in terms of
accoutablity and compliance.

x

Government should also ensure the security of the personnel and property of
the investing countries. Based on the observations and experiences for the
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paper , we know that investment in increased in a safe and scure environment.
Because all the involved parties are determined and confident about the
expected results of their efforts.
x

Government should also provide incentives to the investors such as
exemption from taxes and royalties. This is feasible by creating a stronger
competitive investment environment thatn others rivals

x

Grain reserves should be built. We did notice that FDI was effective in the
increase of cerearls cultivation in hectar size. Further, this what Afghanistan
is really in need of .

x

Cooperative This means that inorder to involve more people, provide people
with employment and income source , number of cooperatives should be
increased.

x

Food fortification should be enhanced. This will improve the life of people.
Most of the grain and creals that are consumed in Afghanistan now are non
fortified. This is what Afghan really suffer from . this happens mostly from
the neighboring country Pakistan. By doing so the government will enhance
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the quality of life of people which is a good intiative in improving and
developing the social aspect.
In order to alleviate the gaf between rural and urban societies. Government
should initiate and implement agriculture involving projects, such as saffron.
This will fron one side provide employment opportunities.from other side
this ensure the equal employment opportunities for the neglected class of the
society which are indeed women in Afghnistan. This one of the best are
where woment joyfully and conveniently work in. this project is also
recommended later.
x

We also recommend that international and donors community should also
work on the investment encouraging and facilitating climate in Afghanistan.
This may clear rules and policies for the investors and host country. A survey
may also be preferred to assses the overall agricultural environment for
investment, this way it would be more feasible for the potential investors to
come in and make their investments.

x

We know that Afghanistan is highly consuming country of agricultural
commodities. The demand for cereals such as wheat can be agreat example
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that Afghanistan imports from neighboring countries. There is sufficient
arable land for wheat cultivation in Afghanistan but it is not been exploited
the right way so far. So If proper investment is made in this area Afghanistan
will be to meet the local demand of the country plus export the wheat to the
needy countries of the region.
x

There is a lot for government in this regard to do , because if the country is
really interested to shift the economy style from consumption to production,
become self-reliant and free from donor’s fund it is urged that key areas of
agriculture with high yield should be identified. Such as wheat production,
fruit processing and pakcing . food processing and packing is the key issue in
the agricultural environment. So investment in this context is highly
demanding and productive.

x

Investment should be made in the area of value chain ranging from
cultivation, to crop and to ultimately to the market. As meantioned in the
above paragraph too cool storages and pakcing houses can be on the value
chain areas to be focused on.
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x

Saffron is another emergin agricultural commodity that has reached to world
market in very short time is another investment worthing area. Saffron is not
source of income for the government of Afghanistan , but also agreat source
employment to the disadvantaged layer, the women, . Hundreds of women
are employed currently in the rops of saffron.

x

We also recommend that investment should be in the mechanization of the
agricultural industry . this said, recognizing new methods of agricultural
activity, continued research and development and replication of successful
agricultural approaches in other like countries would be effective

x

Government should jointly work with international security assistance forces
and alliances to provide a safe and secure environment for the public and
private investors both for domestic and foreign organizations.

7. Conclusion:
Though we did not get all the relevant data for this piece of work and did not get the
desired output for all the variables rigorously after having been analyzed by
statistical tools. This perhaps be because of the inconsistency and lack of required
data or in other words because of the suitability of the models we used for analyzing
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the data. For instance, Correlation was really effective in analyzing all the data ,
nevertheless regression was not that effective. But, given the key indicators of
economic development which were economic growth, and employment creation both
model produced rigorous results which meant that FDI was really effective in the
economic development of the country.
Additionally, we did notice strong relationship between FDI and other relevant
variables such as economic growth and agricultural development indicators. For
instance as we saw above that FDI greatly added to the job creation and to the
economic growth indicated by GDP annual growth. By the same token we saw that
FDI helped in boosting the number of agricultural cooperatives and cultivation of
lands and production of both cereals and fruit.
Based on the above findings we can also draw conclusion that when economic
development takes place this itself contribute social development too. For example if
people earn enough income , they can be able to send their children to schools , they
can be able have access to medical services and other facilities of life. That
mentioned, FDI added to economic development which can thus encourage social
development too.
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On the other hand, because of the lack of availability of the required data we did not
come up with rigorous findings and results. That said this suggests us that we should
do more work in the area so we could be able to come up with a meaningful result
for all variables we have identified in the literature and Conceptual framework.
Given the overall picture of the study, we can conclude that FDI has greatly
contributed to both economic and social development of Afghanistan.
Therefore, we recommend that foreign investment should be encouraged more in this
sector. For doing so the government should have an incentivized system such as
exemption from taxes and the like for foreign investment. Further It should also
work on the local institution, good governance, and transparency and eradication of
corruption.
Finally more work is required to be pursued in order to have more rigorous findings
and results on the said topic.
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