
www.altaiconsulting.com 

Copyright 2015 

AFGHANISTAN/CENTRAL ASIA REGIONAL FOOD 

FORTIFICATION PROGRAM  

Presentation at the Central Asia Trade Forum (CATF) 

Almaty, 29 October 2015 

AUTHORED BY: 

FUNDED BY: 

TRADE FLOW ANALYSIS (WHEAT GRAIN, WHEAT FLOUR & EDIBLE OIL) 

COMMISSIONED BY: 



2 

1. Introduction 

2. Wheat flour trade flows 

3. Edible oil trade flows 

4. Recommendations 

AGENDA 



3 

Altai Consulting has been commissioned to conduct a study on wheat grain, wheat flour and 

edible oil trade flows across CAR, Pakistan and Afghanistan  

1. INTRODUCTION > OBJECTIVES 

• In the framework of the Regional Fortification Project in Central Asia Republics (CAR) and Afghanistan, GAIN 

has commissioned Altai Consulting to conduct a regional trade flow analysis of wheat grain, wheat flour 

and edible oil in CAR, Pakistan and Afghanistan 

• The study focuses on Afghanistan, the main beneficiary of the Fortification Program, as well as Pakistan 

and Kazakhstan, the main producers and exporters of wheat grain, wheat flour and edible oil to 

Afghanistan 

 

• This research builds on existing pieces of research but aims at providing GAIN with new data to inform its 

regional program, notably by: 

– Reconciling different data sources on regional wheat grain, wheat flour and edible oil trade flows 

in order to reach a coherent and global perspective on production, consumption and trade volumes in 

the region 

– Gaining an improved understanding of the strategic importance of wheat flour and edible oil for 

food security in countries such as Pakistan and Kazakhstan, and impact regional and national trade 

policies have on trade flows with a focus on exports to Afghanistan 

– Conducting a detailed analysis of the wheat flour trade structure between Kazakhstan and 

Afghanistan through identification of key stakeholders and trading models, main transportation routes 

and cost analysis, as well as identification of main current market dynamics 
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This trade flow analysis builds on primary sources of information with fieldwork conducted in 

Pakistan, Kazakhstan and Afghanistan, as well as secondary sources 

1. INTRODUCTION > APPROACH & METHODOLOGY 

Desk-based 

research 

• Review of existing grey and published literature and analysis and 

reconciliation of data from different sources/databases to 

determine trade flows of wheat grain, wheat flour and edible oil 

across CAR, Pakistan and Afghanistan 

Fieldwork in 

Kazakhstan 

Fieldwork in 

Pakistan 

Fieldwork in 

Afghanistan 

Fieldwork in Kazakhstan 

• In order to get a detailed understanding of the trade structure between Kazakhstan and 

Afghanistan, a specific questionnaire related to exports to Afghanistan was used to interview flour 

millers in Kazakhstan 

• Key informant interviews (Commercial Attaché of the Republic of Afghanistan in Kazakhstan, 

logistic companies organizing transport between both countries, etc.) were also interviewed 

• To complement information re. trade between 

Pakistan and Afghanistan, 6 interviews with 

traders were conducted in Pakistan 

• To cross-check data on trade flows collected 

during the desk-based research, interviews were 

conducted with official institutions 

• Interviews with Afghan importers of Kazakh 

wheat flour were also conducted to refine the 

Kazakh-Afghan wheat flour trade structure analysis 
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2. WHEAT FLOUR TRADE FLOWS > KEY FINDINGS 

• Afghanistan is a major importer of wheat flour (25% of its current needs) and is likely to remain one in 

the coming years as the country’s milling capacities are not likely to significantly evolve, at least not 

enough to match the growing demand 

• Kazakhstan is a major wheat grain producer and holds grain reserves which are of major strategic 

importance for the region as it is a major source of grain supply for the region but also for Kazakhstan 

itself as these reserves are a major source of revenues for the country 

• Kazakhstan is also a major exporter of wheat flour although the government does not consider 

flour’s strategic importance is as crucial as grain’s; the country supplies the CAR and Afghanistan with 

high quality flour although not fortified, but suffers from a lack of price competitiveness, a major 

drawback on a price-sensitive market such as Afghanistan 

• Pakistan is the other major wheat flour producer in the region: as opposed to Kazakhstan, production 

volumes are rather stable but because of the country’s large domestic needs, its export capacities 

are limited: it only exports surpluses and the government of Pakistan regularly intervenes on the market 

to protect its own population’s food security situation 

• Some CAR such as Uzbekistan are building up their milling capacities and although exports to 

Afghanistan are currently anecdotal, they are likely to increase in the coming years 

• Other wheat flour producers may also seize opportunities, as is the case of Russia which started 

exporting to Afghanistan following the recent devaluation of the Ruble which makes its products 

competitive 
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Sources: Altai Consulting analysis based on: Kazakh Association of Grain Processors internal Statistics (2013); Afghanistan Trade and Revenue Project (USAID, 2014); 

UN COMTRADE (2013) 

Kazakhstan is by far the major wheat flour exporter in the region, primarily exporting to 

Uzbekistan; Pakistan is also a large exporter, mainly exporting to Afghanistan 

2. WHEAT FLOUR TRADE FLOWS > OVERVIEW 

Kazakhstan 

Turkmenistan 

Pakistan 

Uzbekistan 

Kyrgyzstan 

Tajikistan 

Afghanistan 

0.4 

1.0 
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0.1 0.2 
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• Kazakhstan is the main 

exporter of wheat flour in 

the region and almost the 

sole supplier to all CAR 

• Pakistan is the second 

wheat flour exporter and 

only supplies Afghanistan in 

the region 

Rest of 

the world 

Wheat flour trade flows in Afghanistan, Pakistan and CAR in 2013 (in million MT) 

0.1 
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• Millers in Kazakhstan export directly wheat flour to Afghanistan. They deal with Afghan importers, generally 

based in Mazar-i-Charif, who specialize in trade with Kazakhstan and import various products from this country in 

Afghanistan 

Source: Altai Consulting and Synergy Advisory & Solutions fieldwork in Pakistan (May 2015) 

Kazakh millers directly trade with Afghan importers. Transportation from Kazakhstan to 

Afghanistan is organized by the mill or the importer, depending on the terms of the contract 

2. WHEAT FLOUR TRADE FLOWS > TRADE FROM KAZAKHSTAN TO AFGHANISTAN (1/3) 

Punjab: Indirect trading model 
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• Kazakh flour millers sell their 

wheat flour directly to 

Afghan importers who pay 

them 100% in advance 

• Kazakh millers are always 

responsible for transporting 

the wheat flour at least up 

to the Kazakh-Uzbek 

border (Saryagash) 

Major cities involved in wheat flour trade from 

Kazakhstan to Afghanistan 

Direct trading model 

Afghanistan 

Kazakhstan 

Kostanay Petropavlovsk 

Karaganda 

Shymkent 

Mazar 

• From there, depending on the terms of the contract, either the 

miller or the importer may be responsible for transporting goods 

to Afghanistan 

• Kazakh millers, when responsible for organizing transportation to 

Afghanistan, either use their own internal logistics department or 

sub-contract logistics companies to organize transportation 
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2. WHEAT FLOUR TRADE FLOWS > TRADE FROM KAZAKHSTAN TO AFGHANISTAN (2/3) 

Kazakh wheat flour is less expensive to produce in comparison to Pakistani flour, but high 

transportation costs makes it less competitive on the Afghan market 

Kazakhstan Afghanistan 

Value chain analysis of wheat flour from Kazakhstan exported to Afghanistan (in USD/MT) 
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In Punjab millers export via traders located in KPK while in KPK millers export directly to 

Afghanistan; in Baluchistan, both direct and indirect trading models are used 

2. WHEAT FLOUR TRADE FLOWS > TRADE FROM PAKISTAN TO AFGHANISTAN (1/3) 

Punjab: Indirect trading model 

Afghanistan 

Pakistan 

Quetta 

Peshawar 

Kabul 
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Punjab 
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• Flour millers based in Punjab sell to traders 

based in KPK who pay them in cash 

• Traders are responsible for repacking (if 

necessary) and transportation (at least) up to 

KPK 

• Some KPK traders are indeed in charge of 

crossing the border, while others sell the flour 

in KPK to an Afghan importer who will take 

care of border-crossing 

KPK: Direct trading model 
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• Due to geographical proximity and 

cultural ties between KPK and 

Afghanistan, flour millers located 

in KPK directly sell flour to Afghan 

traders/importers 

• Afghan importers usually pay cash 

upon reception of the products 

Punjab: Indirect trading model 
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2. WHEAT FLOUR TRADE FLOWS > TRADE FROM PAKISTAN TO AFGHANISTAN (2/3) 

Flour production costs in Pakistan are high in comparison to Kazakhstan, but transportation 

costs are limited and Pakistani flour is hence very competitive on the Afghan market  

Pakistan Afghanistan 

Value chain analysis of wheat flour from Pakistan exported to Afghanistan (in USD/MT) 
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3. EDIBLE OIL TRADE FLOWS > KEY FINDINGS 

• In Afghanistan and Pakistan, the vast majority of the edible oil consumed is vegetable ghee 

made out of transformed palm oil, conversely to CAR where edible oil is mostly consumed under 

the form of liquid oil 

• Most of edible oil trade flows in the region occur between Pakistan and Afghanistan: the latter 

imports almost 90% of its edible oil needs as its domestic production is largely insufficient to cover 

the country’s needs 

• Pakistan is the largest producer of vegetable ghee in the region and one of Afghanistan’s major 

suppliers: one third of Afghanistan’s edible oil imports come from Pakistan. The country imports 

raw palm oil, mainly from Malaysia and Indonesia, and transforms it domestically into ghee for 

local consumption as well as exports. Exports are encouraged by the Government of Pakistan 

which subsidizes exports to Afghanistan through a tax refund mechanism (DTRE) 

• Malaysia and Indonesia are also significant suppliers of vegetable ghee (and to a lesser extent 

raw palm oil) to Afghanistan: access to raw material domestically produced (as opposed to 

Pakistan) enable them to export quality products at competitive price, thus competing with 

Pakistani products on the Afghan market 
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Sources: Altai Consulting analysis based on: UN COMTRADE (2013) and reconciliation of data 

Pakistan and Afghanistan account for most of the edible oil trade. Pakistan mostly imports 

palm oil to produce ghee mainly for domestic consumption but also for exports to Afghanistan 

3. EDIBLE OIL TRADE FLOWS > OVERVIEW 

Edible oil trade flows in Afghanistan, Pakistan and CAR in 2013 (in thousands MT) 

Edible oil imports (liquid oil 

and ghee) ((in thousands MT) 

Origin of imports (from 

outside the region) XXX 

In-country processing of 

vegetable ghee from 

imported palm oil (volume, 

in thousands MT)  
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Thanks to geographical proximity and strong cultural ties, refineries in KPK and Baluchistan 

directly trade with Afghan importers. In Sindh, refineries export through traders  

3. EDIBLE OIL TRADE FLOWS > TRADE STRUCTURE 

Sindh: Indirect trading model 
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• Refineries based in Sindh export via traders 

based in KPK or Baluchistan 

• Trader pays the refinery in cash and is 

responsible for transportation up to 

Afghanistan as well as custom clearance 

KPK & Baluchistan: Direct trading 

model 
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• Due to geographical proximity and cultural 

ties between KPK, Baluchistan and 

Afghanistan, refineries located in KPK & 

Baluchistan directly sell their products to 

Afghan importers 

• Afghan importers usually pay cash upon 

reception of the products 
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The most common trade routes for edible oil between Pakistan and Afghanistan are from 

Peshawar to Kabul or Quetta to Kandahar, but some goods also seem to transit via Iran 

3. EDIBLE OIL TRADE FLOWS > TRADE ROUTES 
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1 
Major cities involved in edible oil trade from Pakistan 

to Afghanistan 

• The major trade route for edible oil trade between Pakistan and Afghanistan is from Peshawar to Kabul 

• Goods are transported by road with transportation costs amounting to around 100 USD/MT 

1 

• Baluchistan refineries ship their products to Afghanistan via the Quetta-Kandahar route 

• Transportation by truck costs around 70 USD/MT 

2 

• Refineries in Karachi seem to be using a different route via Iran to access Afghanistan 

• Edible oil is transported by sea from Karachi to Bandar Abbas in Iran, and then by road to Western Afg. (Herat)  

• This practice was mentioned by a refinery in Karachi but the extent to which this route is used could not be 

verified 
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4. RECOMMENDATIONS 

Theme What needs to be done? How it can be achieved? 

SUPPLY 

• Support production of fortified products 

in Afghanistan as well as in the country’s 

main suppliers: Pakistan and Kazakhstan 

• Consider integrating Indonesia in the 

regional program as the country is a major 

supplier of ghee to Afghanistan 

• Establish partnerships with other 

countries such as Uzbekistan which are 

building up their wheat flour production 

(and export) capacities and likely to 

become suppliers of Afghanistan 

DEMAND 

• Build demand in Afghanistan to pull 

production of fortified products in Pakistan, 

Kazakhstan, and other countries  

ENABLING  

ENVIRONMENT 

• Build an enabling environment to favor 

trade of fortified products, notably import 

of fortified products to Afghanistan 

• Educate people on benefits of consuming 

fortified products and boost their willingness 

to pay for higher price products/create 

mechanisms to limit price increase 

• Creation of a logo for fortified products to 

make them easily identifiable for consumers 

• Make fortification mandatory for products 

imported in Afghanistan 

• Build capacities to control quality/ 

fortification of products imported in 

Afghanistan 

• License traders of fortified products 

• Incentivize trade of fortified products 

• GAIN to pursue ongoing efforts at the 

national level in Pakistan and at the regional 

level: see recommendations of the industry 

assessment for specific actions to be taken 

• Expand ongoing GAIN program in Indonesia 

to support the country’s exports of fortified 

edible oil 

• Additional studies required to assess 

Uzbekistan’s (and Tajikistan’s) wheat flour 

production and export capacities to 

Afghanistan 
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