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Path from agriculture to higher-value industrial economy

Export-driven
growth

Import
substitution
growth

Reliant on
Imports

Link between economic sectors and growth

Japan

Korea

Pakistan

. Brazil

. Afghanistan

Agricultural, resourced-based
Low-tech economy
Labor intensive

@ Eventually agriculture become
more efficient, less labor intensive,
and a greater portion of the
workforce moves into
manufacturing and services

Development generally begins

@ through export growth and import
substitution. Asian countries have
favored exports, Latin American
countries generally have favored
import substitution

In practice, a country like
Afghanistan will have to do both,
but choose industries carefully

@ Developing economies, especially
those in post-conflict situations,
are usually agriculture-based, low
technology, and experiencing large
annual trade deficits

Manufacturing / Services

High-tech economy
Capital intensive

Afghanistan will go through these three phases as well

Export-driven
growth

Import
substitution
growth

Reliant on
Imports

Link between economic sectors and growth

3. Where we aim to be (~20 — 30 years)

+ Agriculture and natural resources will
always be important

+ However, they will employ a decreasing
portion of workforce as agriculture
becomes more sophisticated

+ Export of manufactured products will
become more important

2. Where we are moving (5 — 10 years)

+ Increasing exports, especially low technology
exports

+ Beginning to increase the value of exports — for
example, from fresh fruit to packaged dry fruit

+ Beginning import substitution, especially in areas
of food security (mainly wheat) but also low-tech
products like soap or pipes

1. Where we are today:
*+ Imports of ~$3B, exports of just $0.5B
+ Exports growing quickly, however
+ Low-tech and low-value products
+ Usually at the commodity end of the
value chain

Agricultural, resource based

Low-tech economy
Labor intensive

Manufacturing / Services
High-tech economy
Capital intensive
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Afghanistan import substitution potential (2006)
($M) 400 -

25
300 1 L

v W
200 -

100 -

0

Veg. Oil Sugar Froz. Footwear Rice Soap Live Yamn Eggs Matches Blanket Milk Clothing Salt Total
Chicken chicken Pwdr.

Source: ARDEP, “A Competitive Afghanistan” 2006
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Incremental annual GDP, 2009 vs. 2003

Incremental ~ 150.000 1 ~90% of new GDP comes 1315 719 91 (4724
GDP, (in 140,000 | rom these 4 sectors, driven 574 2663 16%6 tatz e T T BT21) g3 ap
constant '03 ! | largely by intl presence 5,756 ' — L
Afs, millions) 130,000 5,965 [ L
21,855 |
120,000
110,000
100,000 - 22,083 The growth of all these sectors, including all
! agricultural sectors, is 0%
90,000 -
Yet, these sectors employ >75% of workforce,
50,000 + B2 28 and contain many SMEs.
70,000 -

Thus, large portion of population benefits little
60,000 from GDP growth so far. There has been

some job creation, but perhaps not enough to
50,000 - 43,817 keep with new entrants to workforce

40,000 - . .
Drought conditions explain some but certainly
30,000 not all of the low growth in agriculture.
20,000 -
10,000 -
0 - T T T T r T r T
Transport/ Constret.  Govt Mfg. Other  Trade/ Fin/Real Dweling Livestock Private Fruits Mining  Utilties  Cereals Total
Comms / services services Rest/  estate services
Storage Hotel

Source: IMF Statistical Appendix, MOCI Internal Data. Excludes opium products
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