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Afghanistan has made a remarkable recovery in five years
from a war-convulsed, rubble-strewn, and shell-shocked

postconflict trauma case to an economically active emerging
democracy. Afghans have voted for president, elected a parlia-
ment, and embraced a new constitution. Parliament has flexed
its muscles, too, refusing to be intimidated by executive pre-
rogatives. Young women are in school, and older women hold
national office. Millions of refugees have come home and been
resettled. In 2005 double-digit economic growth occurred, and
2006 should show similar results. Roads have been restored and
new ones reconstructed. Cell phones are in almost every urban
dweller’s hand. Kabul, the capital, displays unavoidable sym-
bols of progress: skyscrapers, housing shortages, soaring rentals,
and traffic jams. Overall, Afghanistan is no longer battered, fet-
tered, and regimented.

Nevertheless, as the argument throughout this book demon-
strates, the Afghan state is not yet fully rebuilt. The necessary in-
stitutional scaffolding is in place, but the institutions themselves
are still very embryonic. The struggle between the new state,
with its democratic ethos and its participatory framework of

vii
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viii Preface

governing, and the authority structure of the old Afghanistan, with its fiefs
and regional and local sources of strength, persists and may not be resolved
for a decade or more. The opium trade, narcotrafficking, and rampant cor-
ruption are pervasive. That unholy triad motivates and fuels traditional
Afghan bases of power and undermines the writ of the central government.
Similarly, it undercuts the moral and fiscal foundations of the new state at
a decisive time when the central government struggles to deliver improved
services—political goods—to the nation for which and to which it is
responsible.

These concerns would be sufficient to overwhelm any new state. But the
undoubted progress in so many Afghan spheres in 2006 was dramatically
threatened by worsened security. No state can build well when it is under
siege from within, and in 2006 that was the Afghan condition. State build-
ing, much less the larger, long-term project of nation building, can hardly
succeed if assaults on the very architecture of the developing state grow
more frequent and more destabilizing. Throughout 2006 several thousand
regrouped and rearmed Taliban forces were battling NATO legions in
southern Afghanistan, and provinces in the eastern part of the country also
harbored militant insurgents being hunted by American detachments. If
the Taliban cannot be contained and the zones of instability reduced
severely by 2007, building the Afghan state could lose momentum and the
project to introduce democracy fail. Those and other overriding dilemmas,
and their fundamental perils, are examined in detail in this book. Security,
institution building, growth and prosperity, and the realities of the drug
economy are all analyzed critically by experienced and expert Afghan,
American, and British contributors.

This book is the latest in a series of collective studies of developing
world nations under severe stress prepared by the Program on Intrastate
Conflict and Conflict Resolution of the Kennedy School of Government’s
Belfer Center, Harvard University, and the World Peace Foundation. Pre-
vious books in this series focused on Burma, Nigeria, Sri Lanka, the Sudan,
and Zimbabwe, and paralleled the joint efforts of the Program and the
Foundation to understand such phenomena as nation-state weakness, fail-
ure, and collapse; the functioning of repressive nation-states; combating
terrorism in the Horn of Africa; and the nature of good and bad gover-
nance in nation-states.1 Each book and report attempted, as this book does,
to offer policy diagnoses founded on a clear and realistic appraisal of the
key internal and international obstacles to peace and peaceful development
within the nation being dispassionately examined. 
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This book emerged from discussions that began, for nearly all of its con-
tributors, at a three-day meeting held at the Kennedy School of Govern-
ment in late 2005. Many senior Afghan officials, in addition to those who
have written chapters for this book, participated in those deliberations, as
did officials from European and American governments, representatives of
nongovernmental organizations, journalists, and scholars. Sham Bathija’s
initiative inspired the meeting and persuaded many of his Afghan col-
leagues to attend. Elisa Pepe, then program manager of the Program on
Intrastate Conflict, brought them from near and far with unusual skill.
The organizers are also grateful to everyone who took part so vigorously in
those discussions, and to Graham Allison, director of the Belfer Center of
Science and International Affairs, Kennedy School, and Philip Khoury,
chair, and to the Trustees of the World Peace Foundation, for their support
of the meeting and of the subsequent writing of this volume, the editing of
which was skillfully accomplished by Deborah L. West.

Robert I. Rotberg
January 2007

Note

1. Burma: Prospects for a Democratic Future (1998), Creating Peace in Sri Lanka: Civil
War and Reconciliation (1999), Zimbabwe Before and After the Elections: A Concerned Assess-
ment (2001), State Failure and State Weakness in a Time of Terror (2003), Crafting the New
Nigeria: Confronting the Challenges (2004), When States Fail: Causes and Consequences
(2004), The Good Governance Problem: Doing Something About It (2004), Battling Terror-
ism in the Horn of Africa (2005), Worst of the Worst: Dealing with Repressive and Rogue
Nations (forthcoming, 2007).
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State building anywhere in the war-torn developing world is
hard and exacting. Land-locked Afghanistan represents an

extreme level of difficulty, not least because of the destruction
of national political institutions during the Russian occupation
and the Taliban hegemony. Today’s Afghanistan is only very
slowly learning how to build upon the wreckage of those
years—how to create a government that succeeds for all
Afghans. Establishing a nation in the full sense will continue to
be a work in progress for many years. For now, it will be enough
to establish a framework for good governance and for the
administration of President Hamid Karzai to begin consistently
to deliver a high order of political goods—security, rule of law,
political freedom, and economic opportunity.1

Return of the Taliban 

As the chapters in this book and the daily news reports from
Kandahar, Kabul, and elsewhere in Afghanistan make abun-
dantly clear, the political good of security is only very slowly,
very painfully, being realized in parts of the country. Through-
out the country, especially in the strongholds of the newly

1

Renewing the Afghan State

Robert I. Rotberg
1
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2 Robert I. Rotberg

revived Taliban, the writ of the Karzai government runs intermittently and
only when enforced stringently by NATO and U.S. forces. In Helmand
beginning in May 2006, there were major bursts of Taliban-instigated vio-
lence, causing many casualties. Throughout the rest of that spring and
summer, attacks and firefights continued, testing recently arrived soldiers
from Canada and Britain and undercutting the legitimacy of the Karzai
government. As the head of the U.S. Defense Intelligence Agency told
Congress as early as February 2006, well before the major battles of the
summer, the renewed Taliban insurgency presented a threat to the author-
ity of the Karzai government more severe than any since 2001. “Some-
thing has gone alarmingly wrong in Afghanistan,” the New York Times edi-
torialized in June.2

At least four southern Pashtun-dominated provinces—Helmand, Uruz-
gan, Zabul, and Kandahar—were deeply penetrated by the Taliban by May
and June 2006. A villager told the Boston Globe in June that he had no
choice but to help the Taliban. “They come in groups of five, ten, or
twenty. Some are local, others are speaking Urdu . . . and Arabic. . . . They
ask for food, but you can’t refuse. You can’t argue with men with guns.”
Clearly, villagers in these unsafe provinces feel caught between the Taliban
and the weakened government. “To be honest,” one said, “we cannot fight
anyone. We don’t like either side.”3

The villager’s dilemma is the national one. As the chapters by Ali A. Jalali,
Hekmat Karzai, and Paula R. Newberg express at some length, in 2006
security in Afghanistan became increasingly elusive. Despite major initia-
tives to transform the Afghan National Army into a capable and strong mil-
itary force, in 2006 it possessed insufficient firepower, hardly any indige-
nous air support, and no secure operational budget. Insecurity vitiated both
the state-building and nation-building projects, undermined every conceiv-
able recovery initiative, and made the four years from 2002 to 2006 seem
like a bubble of opportunity that had been burst by the U.S. failure to extir-
pate Taliban remnants and locate Osama bin Laden and his protectors and
by the Karzai government’s refusal or inability fully to take charge and
appear credible to villagers and warlords alike. On the positive side, as New-
berg makes clear, reasonably free and fair national elections had been held
in 2005, and a legitimized parliament had emerged that effectively chal-
lenged Karzai’s executive prerogatives.4 Kabul had grown in size and wealth,
and NATO or U.S., and sometimes Afghan, troops had managed now and
then to push back Taliban and other insurgents. New roads had been con-
structed. Communications within the country were much improved. But
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Renewing the Afghan State 3

villagers and inhabitants of several of the more significant regional centers,
with their own overlords, hardly believed that the Karzai government was
anything more than a distant, quasi-foreign implant.

The security situation continued to deteriorate throughout 2006. Each
week brought renewed confrontations. Although NATO contingents in
the Pashtun provinces of the south inflicted many casualties on the Tal-
iban, they also lost surprising numbers of their own British, Canadian,
Australian, and Dutch troops. The British commander of the NATO force
admitted that the task of pacification was much more difficult than he had
anticipated; the Taliban were much tougher and better equipped than he
had been led to believe. He and the American commander of NATO called
for substantial reinforcements from Europe.5

The violence in southern Afghanistan also prevented NATO from win-
ning local hearts and minds. Arguably, most Afghans were less secure in
2006 than they were under Taliban rule. No greater number of Afghans
had access to electric power than they had in Taliban times. NATO, with
money to spend, was not able to build bridges and market stalls, drill wells,
construct schools, and otherwise enable villagers to go peacefully about
their daily lives. In fact, as several chapters in this book hint, by mid-2006
it was clear that the Taliban, with rear bases in Pakistan, had seized the ini-
tiative from the United States and NATO. Whole rural areas became no-
go areas for foreign troops. There had been a Taliban resurgence that per-
sisted throughout the remaining months of the year.

Given these ominous developments in the southern countryside, suicide
bombings in Kabul, the failure to find either Osama bin Laden or Mullah
Omar, and the massive income from narcotics trafficking and the resultant
flow of arms into Taliban areas, it is no wonder that Secretary of State Con-
doleezza Rice said that Afghanistan could become a failed state. She argued
strongly against abandoning the war against the Taliban in Afghanistan.6

Indeed, toward the end of 2006, it was clear that Afghanistan had never
really recovered from its early convalescence as a failed nation-state.

Without the ability to project state power beyond Kabul, and without a
monopoly of force, the new state is bound to continue weak and troubled.
If its writ fails to run very far, if the state seems more and more unable to
protect villagers from the Taliban and from criminal gangs, and if the
moral authority of the state seems weaker rather than stronger, state build-
ing becomes a much tougher project than ever before. Security at the per-
sonal level is critical and among the fundamental determinants of nation-
state effectiveness. So far, personal security throughout the proto-nation
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4 Robert I. Rotberg

remains a rhetorical aspiration. Consequently, nearly every other item on
the state-building agenda will continue to be held hostage to security weak-
nesses and failures. Other political goods—together the germ of state
building—are capable of being delivered best when a state is thoroughly
secure.

There are many remedies. More foreign boots on the ground is one; in
2006 the NATO force battling the Taliban in four key southern provinces
reached 20,000, plus another 12,000 American troops transferred to it
from anti–al Qaeda duties, when at least double that first number were
needed. Another answer was for the NATO and American troops on the
ground to fight “smarter,” engaging the local stakeholders more fully and
providing realistic alternatives to whatever is being supplied by the Tal-
iban. Villagers will back winners, as well as whichever party can offer them
security and a proper economic future.

Rule of Law 

The rule of law is in part what an effective national government promises.
Otherwise the guns of the steppe govern, and the ability of Afghanistan’s
central administration to act with authority becomes more and more ques-
tionable. In any new state, and especially in a traditionally rough and dan-
gerous area such as Afghanistan, creating a robust rule of law practice and
atmosphere is critical. Doing so is essential if Afghanistan seeks to revive its
economy and provide hope and opportunity to its long-battered con-
stituents. Alastair J. McKechnie offers a diagram that expresses these inter-
relationships—what he terms “the informal equilibrium,” with rule of law
at the center and macroinstability and a poor regulatory framework on the
periphery.7

Afghans understand and appreciate both the common law and the
sharia approaches to jurisprudence. Parts of Karzai’s modern-tending state
want desperately to follow a fully Western-based system that embraces
individual rights and thus human rights. It also wants to strengthen a
Western-style method of contract that is well adapted to international
commerce. But Karzai’s new Afghanistan also acknowledges the cultural
vitality of traditional forms of lawmaking and adjudication. In domestic
matters and in other large swathes of life, the clan-based notions of right
and wrong are still potent. These inherent contradictions and ambiguities
are reflected in the composition of the revived judicial system and are also
intrinsic to the shifting manner in which justice is accomplished in a coun-
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Renewing the Afghan State 5

try that needs consistency and clear focus if it is to begin to create the insti-
tutions of a modern state.

Religiously conservative countries will always have difficulty establishing
Western style democratic institutions and believing fully in them. Or, as
Barnett Rubin writes, “The lack of judicial reform has become a bottleneck
for security, governance, and economic development.”8 The justice system
is corrupt and ineffective, whether in the cities or in the villages, where cus-
tomary, Islamic law still prevails despite the fine words of the new national
constitution. The latter promises freedom of speech and sexual equality,
but mullahs prefer to base their decisions on the constitutional article that
says that no law can contradict the beliefs and provisions of Islam. 

In the commercial arena, as Hedayat Amin Arsala discusses, a 1955
commercial code establishes dispute resolution procedures for businesses,
side by side with sharia law and traditional systems of informal justice.9

Commercial entities, especially foreign ones, prefer greater predictability
and certainty, and a much reduced expectation of corrupt practice. Arsala
relates the government’s anticorruption strategy, which includes a strength-
ening of public sector management and the legal system. 

Judges are poorly paid, and most are clerics with little knowledge of or
interest in the secular laws now being promulgated by the executive and leg-
islative branches of the Afghan government. Some of the judges are barely
literate, and prosecutors and police investigators are no more thoroughly
trained or capable. Lengthy new legal codes may therefore be difficult to
administer, much less translate into practice. Italy has been in charge of
Western efforts to assist the Afghan judicial system, and some new judges
and prosecutors have been trained, but the prevailing political culture of
jurisprudence has not yet begun to alter significantly. Ali Jalali suggests that
the court structure is outdated, personnel are unqualified, and corruption is
deep-rooted.10

In other words, any attempt by the Karzai government to deliver a high
order of political goods across Afghanistan’s critical sectors will be hin-
dered—possibly fatally—by the regime’s seeming need to placate or neu-
tralize traditionalists, Islamists, and quasi-Islamists, and every leader whose
base of support is rural and antimodern. Carlotta Gall called Karzai “a con-
summate tribal politician.”11 But Karzai’s administration also needs tradi-
tional and Islamist associations to help counter renewed appeal to Afghans
by the Taliban. That is presumably why President Karzai attempted in
2006 to reappoint Fazel Hadi Shinwari as chief justice of the Afghan
Supreme Court. Shinwari heads the Ulema Shura, or Council of Clerics, a
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6 Robert I. Rotberg

group of 100 religious clerics from across Afghanistan. It meets monthly
and approves President Karzai’s decisions on many issues. Ultimately, the
new parliament rejected Shinwari because of his lack of education, com-
pelling Karzai to choose again. He then appointed and parliament ap-
proved a strong group of new jurists who were professionals and reformers,
and included well-respected legal theorists. Abdul Salam Azimi, a moder-
ate Islamic scholar and constitution framer, became chief justice.12

Engines of Growth 

Postconflict transitional polities need urgently to jump-start their econ-
omies—to revive a sense of purpose and give people reasons to think pos-
itively about the new or growing state. That is exactly what foreign donors
sought to do in postconflict Timor Leste. With foreign capital, roads and
schools were rebuilt and hospitals were refurbished and reequipped. Radio
stations and newspaper presses were repaired and turned over to new em-
ployees. With a renewed infrastructure, Timor could begin to function
after its severe trauma. Most of all, with wages growing, money began to
circulate, and a virtuous cycle of development commenced.

In Afghanistan the arteries of commerce still need to be refurbished—
urgently. Communications facilities remain rudimentary, especially for a
reviving economy. But an equally significant obstacle to jump-starting the
Afghan economy is its human capital deficit. Fifty-seven percent of Afghans
are under eighteen years of age, and that cohort and the young adult cohort
(ages eighteen to thirty-five) have very little opportunity for employment.
How to create jobs for indigenous Afghans, and not for the better trained
Iranians and Pakistanis who now provide a part of the low-skilled national
labor force, is a major issue with severe consequences. Capacity building is
an immediate as well as a critical medium- and long-term imperative.

Afghanistan is also among the poorest countries on the globe. Most of
its inhabitants subsist on less than $1 a day. In 2005 the average annual per
capita GDP was estimated to be about $300. Taking poverty and other
social indicators together, in 2004 Afghanistan ranked 173rd of 178 coun-
tries on the UN Human Development Index.13

Yet in 2007 the biggest problem for Afghans and for the Afghan state is
how to transform its primary export commodity and its dominant source of
both foreign exchange and internal prosperity—opium, raw and processed—
into an engine of growth. In 2005 opium earnings constituted about 50 per-
cent of the country’s export earnings (47 percent came from foreign as-
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Renewing the Afghan State 7

sistance and 32 percent from nonopium agriculture) and approximately
35 percent of national GDP.14 Afghanistan supplied about 92 percent of the
world’s heroin and 90 percent of that consumed in Europe. Inside Af-
ghanistan opium also contributed significantly to the country’s rampant lev-
els of corruption as well a rising internal consumption problem. Trans-
parency International rates Afghanistan among the most corrupt of the
world’s countries (117 of 159 in 2005). It was unrated in 2006, presumably
because of troubled conditions in the country.15 Narcotrafficking always cor-
rodes a country’s moral fiber and distorts its economy and trade.

Achieving Legitimacy 

For the Afghan state to attain legitimacy, many reforms are essential in
addition to those focusing on substitutes for the poppy crop and opium
processing. Narcotrafficking envelops the state; it also adds measurably to
existing corrupt practices. If and when the Karzai government can curb
corruption, it will immensely boost its legitimacy as a governing entity.
But every anticorruption maneuver creates problems for a fragile regime.
Ostensible political allies are liable to be implicated; all of the warlords
who support the balance of interests on which Karzai’s fragile leadership
rests are capable of being compromised. As a leaked UN report suggests, all
of the key power brokers of modern Afghanistan are implicated in one or
more ways in past or current attacks on persons, groups, and the state.
Many have looted the state as well as committed atrocities.16 Serving the
interests of the emerging nation-state and its constituents often clashes
with maintaining the interests of powerful political and military brokers. A
central problem for President Karzai is how to achieve a workable balance
and legitimacy for himself and his government. Otherwise, state building
cannot succeed, and the once promising Afghan state will crumble as
destructively as its predecessors. 

Is President Karzai making the best or the right choices? For example, it
was reported in mid-2006 that European diplomats in Kabul were out-
raged that President Karzai had appointed thirteen former regional militia
commanders with links to drug smuggling and organized crime (the coun-
try’s twin plagues) to senior police positions. The new chief of police in
Kabul has been tied to theft and extortion rings. As Declan Walsh com-
mented wisely, these appointments and the controversy over them were
“indicative of the dilemma facing the Karzai government: how to balance
the demands of international donors who seek accountability for past
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8 Robert I. Rotberg

crimes and merit-based appointments for government jobs [against] the
ethnic and political demands of powerful interest groups such as the for-
mer mujahideen fighters.”17

The International Crisis Group (ICG) sagely asks if the Karzai admin-
istration has learned the lessons of its country’s past.18 It accuses the admin-
istration of wanting a weak, fragmented legislative assembly in order to
keep power to itself. The ICG further suggests that Karzai is minimizing
the formation and development of political parties instead of using the
assembly and parties to reduce the influence of warlords. Moderation and
democracy, the ICG proposes, will only grow in Afghanistan if the Karzai
government empowers the assembly and strengthens nontraditional—that
is, modern—methods of participation at every conceivable level. The chap-
ter by Sarah Lister and Hamish Nixon shows how this same result can be
realized at the provincial and local levels in Afghanistan.19 Jalali comments
on the reintegration of local elected and traditional bodies into the coun-
try’s governance.20 Newberg, in turn, wonders whether unfinished plans for
local level redevelopment are the responsibility of faltering international
donors or local actors.21

If the nascent Afghanistan is going to build a state successfully, much
less a nation, doing so will depend on a healthy provision of security, rule
of law, and economic opportunity. Participation, political freedom,
accountability, and civil society will all have to be strengthened as well.
Afghanistan has already had elections, but now the new nation-state needs
to enhance free expression through radio, television, and the press, and
shift gradually to a regime that safeguards human rights.22 In states such as
Afghanistan, these are always critical questions of creative statecraft and
dedicated, bold leadership. The state further needs to empower civil soci-
ety outside as well as inside Kabul. Doing so may threaten the power of
regional authorities, but if the Karzai government is successfully going to
make the transition from a tentative postconflict proto–nation-state to an
effective growing democracy, it will need to develop a base of popular sup-
port that can trump the satrapies of the warlords. A national government
needs a national constituency if it is gradually to democratize Afghanistan.
It also needs a lively supportive media and, through appeals to participa-
tory principles, a way to counter the attractions of the traditional mullahs.
Whether or not these are realistic projects in contemporary Afghanistan
depends on leadership strategies and instincts, and on a precariously and
imaginatively balanced government’s fundamental appetite for trading
short-term political risk for sustainable political security.
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Renewing the Afghan State 9

Afghanistan is a donor project, too. If the country, with foreign assis-
tance and attention, can begin to win the renewed battles against the Tal-
iban, and if donors can embolden the government that they support to
provide greater political freedom, economic opportunity, and a much
stronger rule of law, then the donors and the government can together
uplift the educational and medical services of the entire country—winning
hearts and minds along the way. Critics of the level of foreign assistance to
Afghanistan point out that American and other donors have provided
barely 5 percent of the per capita level of assistance that has been lavished
(to what effect?) on Iraq. In 2006, Washington even reduced its help. Two
of the keys to unlocking the potential of inner Afghanistan and also win-
ning support for the Karzai regime are better schooling and better health
provisioning. Without advances on these fronts, the overall Afghan project,
and state building in general, becomes more problematic. All impoverished
constituencies in the developing world seek results. It is from those returns
that legitimacy can be enhanced. So far, the program of modernization of
which these advances are a part is embryonic. Letting Afghanistan relapse
back into state failure may be a dreaded option, but unless the Afghanistan
nation-building project soon shows results, the centripetal forces of decay
may well prevail.

Creating a Secure Nation 

Jalali, in the next chapter, underscores the aforementioned point: the oper-
ational exigencies of military action to repress insurgent activity in the
towns and villages of the countryside continue “to cast a long shadow” on
long-term development. Moreover, inadequate investment in post-conflict
reconstruction “continues to haunt the process of recovery.” Jalali, the
Afghan interim government’s minister of the interior, castigates the donor
community’s “restrained” rehabilitation efforts. He carefully reviews his
country’s turbulent past before epitomizing the impact on it of the cold war
struggle and Soviet occupation. In a compassionate and nuanced analysis,
he blames the international community (and Iran) for abandoning the
Afghan people after the ouster of the Soviets and for permitting the tri-
umph of the Taliban (with Pakistani connivance). Hekmat Karzai, in a
succeeding chapter, takes care to explain the appeal of the Taliban to other
Afghans and elaborates on Pakistani influence.23 He also alludes to Arab
financial support and to the Taliban’s consummate ability to profit from
the opium trade.
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10 Robert I. Rotberg

The successful American intervention ousted the Taliban and empow-
ered the Northern Alliance, its main ally in the reconquest. That altered
the national power configuration in a manner that was confirmed in Bonn
in late 2001 and again by the Loya Jirga (grand tribal council) in mid-
2002. It has, Jalali asserts, influenced all subsequent political and economic
developments and led to the constitutional “defragmentation” of the coun-
try. Moreover, he says, a crude ethnic-factional integration into state struc-
tures has been substituted for a truly national unification. Thus Afghanis-
tan’s renewed instability in part still reflects overweening Tajik and Uzbek
(Northern Alliance) influence, the continuation of private sources of in-
come and private armies, and consequent distrust by the more numerous
Pashtun speakers of the south (who have become fodder for the Taliban).
Despite urgent and determined efforts to integrate private armies into the
national force and to reduce regional autonomies, more should be done if
national unification is to be achieved.

In order to improve security, especially given the resurgence of the Tal-
iban in 2006, Jalali calls for urgent attention to the training and equipping
of proper police detachments. As of 2006, he says, despite well-intended
local and international efforts, the national police were “ill trained, poorly
paid, underequipped, and inadequately armed.” In other words, they are
patently unequal to Afghanistan’s security challenges and needs. In one
regional center in the south in late 2006, leading Afghans returning from
exile were astonished to find that of 3,000 policemen, only 1,000 were
trained. The remainder were former guerrilla fighters who “punished mem-
bers of other tribes and turned a blind eye toward rogues of their own.”24

Hekmat Karzai suggests, too, that the concept of policing and a national
police is new to much of Afghanistan, so there are cultural as well as logis-
tical and capacity-building obstacles to the deployment of an effective
police mechanism.

Jalali further calls for the creation of effective joint mechanisms—a
combined command—between the International Security Force for Af-
ghanistan and NATO and local commanders to plan and coordinate the
battle for national stability. He reports that there has been too little con-
nection between local and international operations and too little attention
to considerations of local culture. That has led to unnecessary collateral
damage, intense local anger, and more ammunition for Taliban-inspired
antagonism to the Karzai government and to foreign “invaders.” It has also
weakened the central administration’s attempt to hold regional warlords
accountable and reduce their power. “Unless the government lives up to
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public expectations for providing security and services,” Jalali warns, “local
patronage networks will not only survive but will use their power to influ-
ence national programs” and to subvert the reform agenda. 

Hekmat Karzai explains the reasons behind the reemergence of the Tal-
iban in 2005 and 2006: the return of foreign fighters (some after training in
Iraq), better tactics, new outside support, sanctuaries in Pakistan, and finan-
cial leverage based on vast profits from narcotics trafficking. He says that the
Taliban are more decentralized than before and are organized into small
cells capable of gaining village support and attacking national and interna-
tional forces in guerrilla fashion. But recognizing their inherent weaknesses,
they now attack soft, civilian targets rather than taking on international
forces directly. They have used suicide bombers for the first time. They are
employing the media to disseminate propaganda and to indoctrinate cadres.
Depriving rural Afghans of essential services (health clinics, schools, and
roads) is fundamental to their strategy in addition to creating as much chaos
and fear as possible. Spreading terror is basic to the tactics of small, tightly
organized insurgent groupings like the reconfigured Taliban.

Combating the Taliban has been difficult because of weaknesses in the
Afghan army and police but also because the indigenous intelligence ser-
vices have not traditionally been used to infiltrate and learn about dissident
groups such as the Taliban. Another factor that Karzai emphasizes is the
continued meddling of Pakistan. There is a suspicion that Taliban camps
in Pakistan remain open thanks to official support. Pakistan has a long-
term interest in destabilizing Afghanistan and thus reasserting its influence
there. But, in addition to a new military strategy, Karzai also puts substan-
tial emphasis on those developmental, political, and social measures that
should be capable of undermining any appeal of the Taliban. The battle
against the Taliban must, he insists, be joined on both broad fronts.25

Newberg echoes the concern of all the other contributors to this book:
“Despite the enormous strides that have been made since the anarchy of
the late 1990s, efforts firmly to establish representative government will . . .
falter on the twin grounds of external aggression and internal war.” Demo-
cratic development and recovery thus must remain—until the nation-state
is secured—tantalizing and elusive goals.

Newberg, like Arsala and other contributors, also recognizes how much
has been accomplished since 2001: successful elections, the empowerment
of a legislative assembly that has exerted its will, disarmament of many mili-
tiamen, the return to school of 5 million children, the much strengthened
role of women in politics and society, and a postconflict economic boom in
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the cities. The miracle of Afghanistan post-2001 is that it has “moved for-
ward at all.” Yet international assistance has not kept pace with the needs of
recovery, most monies having been devoted to security. Outside efforts have
not been able to overcome the absence of an effective national infrastructure
or the regional power complications already mentioned.

Discontent in 2006, reports Newberg, is based on old frustrations. The
rural poor remain economic outcasts and the urban poor are hardly em-
braced by the new engines of growth. Even so, poverty has not displaced a
yearning for peace. The problem, as she and other contributors say, is that
peace is coming hard. A durable recovery is increasingly problematic rather
than increasingly successful, thanks to insecurity and a standoff between a
sustainable delivery of political goods and the swirling eddies of frustration
and conflict. Reconstruction, she fears, may never be completed. Political
progress is also slow, impeded by the constant trade-off between expedi-
ency and objectives. Newberg suggests that whether or not Afghanistan
recovers fully may depend first on an end to conflict and second on
whether or not the internationally assisted experiment of reconstruction is
or is not fully joined to a locally determined democratic outcome.

The Emerging Economy 

The available statistics, provided by the World Bank and discussed in
McKechnie’s evaluation of all aspects of Afghanistan’s economic perfor-
mance, offer a positive perspective on Afghanistan’s economy.26 They show
that the country has made remarkable advances since vanquishing the Tal-
iban in 2001. Legal real GDP has grown by 80 percent, the equivalent of
about $180 a head at current prices.

Aid funds are reaching many of the rural areas, tunnels and roads have
been constructed, with more to come, and there is at least the germ of sig-
nificant development everywhere. Yet, McKechnie reports, recovery is
inherently fragile, especially if (as in 2006 seemed likely) foreign assistance
flows diminished and fell behind promises. Moreover, progress in institu-
tion building is slow, hardly affecting the nation’s reliance on Soviet bu-
reaucratic methods and traditions of organization and response.

Arsala, senior advisor to President Karzai and former minister of com-
merce, is convinced that Afghanistan requires a strong private sector–led
economy to provide employment, support a representative democratic gov-
ernment, and destroy the opium trade. Fortunately, he believes that Af-
ghanistan’s assets are equal to the need for a radical, national transforma-
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tion. Afghans are ready and able, especially after being tested in the twin
crucibles of Soviet and Taliban occupation. Both Arsala and McKechnie
acknowledge, however, that the productivity of Afghan workers is low;
median output per worker is $333 in Afghanistan versus $10,000 in Pak-
istan and $20,000 in China.27 McKechnie, however, says that Afghan
workers have a higher output than those in Uzbekistan and Tajikistan.
Progress in this area is hampered by low levels of adult literacy, which are
probably only about 36 percent.

The national development strategy of 2005 depends on integrating
what is now a highly fragmented economy. Furthermore, the informal sec-
tor is much too large, reflecting a powerful antibusiness environment that
has prevailed for almost three decades. The government therefore needs to
connect existing commercial centers electronically and by road.28 If and
when these commercial arteries are refurbished, then intraregional trade
can be developed, taking advantage of the country’s strategic location link-
ing Central and South Asia.

Providing power is another major infrastructural need. Afghan firms
overwhelmingly declare that the lack of electricity from a grid is their most
important constraint. Most rely on costly and inefficient private diesel-
fueled generators. McKechnie reports that 76 percent of Afghan firms
depend on a generator, as compared to 42 percent in Pakistan and 2 per-
cent or less in Central Asia. Soon, Arsala hopes, his country will generate
more of its own power from natural gas transported from Central Asia by
pipeline. S. Frederick Starr’s chapter provides a useful, speculative blue-
print indicating how such an expansion could be realized.

Access to land is another major constraint, and a World Bank report
indicates how the formal system for recording land ownership and resolv-
ing disputes over land no longer functions.29 With private armies enforcing
the fiat of regional strongmen, and populations having greatly shifted
because of war and its aftermath, land rights have become precious and
almost impossible to secure.

Arsala advocates bringing leading “firms” in the informal economy into
the formal economy so that they pay taxes, can engage easily in interna-
tional trade, are subject to national laws, and have access to bank credit.
McKechnie provides a comprehensive analysis of the informal sector, with
manufacturing listed as the largest component (9 percent of GDP) after
opium (35 percent of GDP). The latter employs as many as 2 million
Afghans. McKechnie also suggests that beyond narcotrafficking there is a
shadowy, also illicit, economy that traffics in persons and body organs,

01-7569-0 01  1/16/07  11:29 AM  Page 13



14 Robert I. Rotberg

enslaves, deals in stolen archaeological artifacts, trades lethal weapons, and
seizes land and property by force.

The World Bank and Arsala recognize that the banking sector is weak,
if much improved since 2002 when three variants of the Afghani circulated
and no central bank existed. Even the state-owned banks cannot effectively
analyze business plans; they also have no reliable protection against de-
faults. For those reasons Arsala says that the banking system lends only
20 percent of the capital nominally available.

If the commercial sector can come to embrace the formal economy, if the
energies and avarice that fuel the narcotics trade can be directed into legal
channels, and if Afghanistan can begin to grow at 9 percent or more a year
for at least a decade—the goal of the national strategy—then jobs can be cre-
ated to lower the country’s staggering rates of unemployment. Doing so will
greatly assist the battle for stability and undermine the appeal of insurgents.

So will finding a way to reduce corruption, liberalizing trade in a part of
the world where statist modalities have long been preferred, and expanding
regional economic cooperation. Afghanistan’s new preferential trade pact
with India should help, as will its trade agreement with Pakistan and its
membership in the South Asia regional cooperation association.

McKechnie warns, however, that so many reforms of the Afghan econ-
omy need to be implemented rapidly that there is a danger that it will take
too long to accomplish any or many of them. Then the country’s ambitious
growth targets will prove hard to attain. Sequencing of reform is essential,
but little has been done in this regard, and informal arrangements and cor-
rupt practices almost preclude accomplishing the reforms in time, or ever. 

Starr joins Arsala and McKechnie in envisaging the new Afghanistan as
a regional trade hub, the economic pivot of Central Asia. Starr makes this
case with great optimism and verve, envisaging increased cooperation with
and the transport of natural gas from Turkmenistan as one of the essential
ways in which Afghanistan can move to the center of a revived Silk Road
or a Greater Central Asia. Additionally, there was once a flourishing trade
with India, which should be resurrected to move energy rather than just
fruit and nuts.

Starr suggests that since neither manufacturing nor agriculture promises
great returns to Afghans (if poppy growing is somehow diminished),
Afghan’s future lies assuredly in facilitating regional trade. The old Silk
Road can be revived, with Afghanistan at its center. But in order to do so,
borders to the north, to the old Soviet states, need to be opened, and trade
to Iran and further to Turkey must be encouraged.
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Starr urges a U.S. role in making these connections across Central Asia,
and even South Asia, work for Afghanistan. To date, however, he sees little
awareness in Washington that thinking of Afghanistan as a regional ful-
crum might help strengthen the country’s security as well as its economic
sustainability in a dangerous and largely autarkic region. 

Few of these laudable goals can be accomplished without foreign invest-
ment. Arsala advocates wholesale reform of existing governmental proce-
dures in order to eliminate red tape and modify existing business registra-
tion procedures, land regulations, and capital repatriation rules. There are
new laws in these areas, as well as new customs regulations. But the process
of bringing capital into the country and taking it out again still needs to be
streamlined. And, as mentioned earlier, rampant and growing corruption
must be reduced if for no other reason than to boost investor confidence.

The Drug Economy 

As McKechnie indicates, despite massive urbanization since 2002, Af-
ghanistan is still predominantly rural. Over 85 percent of the population
inhabits villages. Range pasture accounts for 45 percent of the total land
area and pastoral activities produce significant food and income. Only
12 percent of the country’s total land is arable. Two-thirds of that arable
acreage is usually covered in wheat, the nation’s primary cereal crop. The
bulk of wheat production comes from irrigated growing areas. Even so,
wheat yields are low and substantially less than in neighboring countries.
Yields in Pakistan, Iran, and Uzbekistan are almost double the best Afghan
results. There is abundant room, in other words, for significant improve-
ment in Afghan yields. Together, grazing, wheat growing, and horticulture
(fruit and nuts were 40 percent of export earnings in the 1970s) employ
about 59 percent of the national labor force. Another 8 percent was engaged
in 2004 in growing poppies on less than 3 percent of the cultivated area.
Two years on, presumably both numbers have grown substantially.

Cindy Fazey carefully reviews the different proposals that have been
advanced to reduce or eliminate the opium trade.30 Paying farmers not to
grow poppies has not worked in Afghanistan recently or in the 1970s. In
some cases farmers who ceased poppy cultivation did not receive the
promised cash, thus fatally undercutting the integrity of the program.
Britain has targeted heroin-processing laboratories, but those centers are
easily moveable, difficult to find, and operate intermittently. Restricting
the supply of chemicals required for laboratory processing is another idea,
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but the most prevalent chemical, acetic anhydride, is easily transported
across porous borders.

Turning illicit growing of opium into licit production for medical use,
via a licensing scheme, is another suggestion. But it presupposes an unmet
demand for painkillers such as morphine and a global shortage of legal
opiates. Fazey shows that both assumptions are incorrect. She also suggests
that converting Afghan farmers from illicit to licit growers would produce
an explosion in the amount of land cultivated, thus making no sense of the
proposal.

Regular crop substitution programs all have their inherent flaws: the
returns are neither steady nor attractive. For example, that is the case with
apricots, once widely grown in Afghanistan. Anyway, most of the older
apricot trees have been chopped down to make way for poppies, and they
take seven years to bear. To be effective any crop substitution incentive will
have to have its price guaranteed for a full decade.

Official national policy was aligned with the U.S. approach to narcotics
everywhere—the eradication of the poppy plants and prosecution of traf-
fickers. But Afghanistan does not yet have robust markets for alternative
crops. Nor are the traffickers the usual riffraff of the criminal underworld.
In Afghanistan, most big-time traffickers are associated with or protected
by the key regional warlords who are integral to the political success of the
Karzai presidency. They profit mightily from opium exports, and their
patronage networks require continued flows of cash. Likewise, the stability
of the Karzai regime depends on a satisfactory balancing of central power
against regional power. If eradication were really to take hold, the evolution
of the central government as the key wielder of predominant power in the
emerging state might be crippled. Similarly, if eradication were to succeed
before alternative farming livelihoods were introduced, the economy of
Afghanistan might plunge backwards instead of moving hesitantly and
erratically from its postwar nadir toward greater promise. Impoverishing
villagers in this manner will only strengthen the impress of the Taliban,
especially in remote provinces like Uruzgan and Helmand.

Eradication is the tool of choice favored by the United States and the
United Kingdom and, until recently, embraced by President Karzai and
other leading Afghans. The poppy crop can theoretically be destroyed on
the ground with a fungus or by spraying with herbicides. Both methods
damage other crops and can injure humans. In any event, despite partial
successes against coca in the Andes, there is little evidence that eradication
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is more than marginally effective there or elsewhere. Given the Afghan ter-
rain, eradication is a questionable (and costly) remedy. 

In 2006, President Karzai admitted that eradication had failed; Af-
ghanistan’s poppy production had increased by 49 percent over 2005. He
said that he was therefore launching a new national strategy to disrupt the
opium trade by targeting traffickers, providing alternative employment for
farmers, and strengthening weak state institutions.31 However, Karzai did
not say how he intended to target traffickers, much less provide alternative
employment.

Other than strong incentives, only draconian police methods work to
reduce poppy growing. The Taliban accomplished this feat briefly, before
they were overthrown, and the Syrians were successful in Lebanon in the
early 1990s. In today’s Afghanistan, with a weak central government and so
much power on the periphery that is based on profiteering from drugs, it
is unlikely that similar methods would work, much less be tried.

From a commonsense point of view, eradication is foolish as well as
wasteful and costly.32 Why not wean Afghans away from the profits of
poppy growing—now mostly enjoyed by traffickers and warlords but still
valuable to peasant farmers—by providing realistic incentives to grow
crops as rewarding to the farmers if not the traffickers? Saffron and other
proposed fanciful substitute agricultural crops cannot command ready
markets of sufficient size. Nor, in Afghanistan’s drought-dominated ter-
rain, can peasants grow such crops as easily as they can comparatively
drought-resistant poppy plants.

A reasonable answer will be to use eradication monies to subsidize the
growing of another crop on a long-term (ten-year) basis. Only by offering
enduring incentives will it be possible to persuade or induce conservative
and rational farmers to switch from the comparatively easy money of pop-
pies to another crop. That crop has to be one that can be consumed locally
as well as exported, so it needs to be valued by villagers as well as by con-
sumers in the international neighborhood. 

Afghans eat wheat. They have grown wheat for centuries, and the nearby
Punjab is a center of South Asian wheat growing. Why not encourage
Afghan farmers to grow more wheat by promising them enduring rewards
equal to or better than what they receive for their poppies in local markets?
Surpluses could be stored, as years of plenty are bound to be followed by
dearth (rains frequently fail). As long as there is a central buying mechanism
and prices guaranteed for at least a decade, farmers would switch. But they
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will also distrust and test such promises for the first years, so local markets
and a national market will have to be organized by the state and secured by
donors—spending funds otherwise wasted on eradication.

Even if the shift from poppies to wheat is but an interim measure as
Afghanistan moves away from primary crop production to light industry,
servicing Turkmenistan gas pipelines, or developing vegetable and tree
crops for the Indian and world markets, wheat profits would provide a cash
crop to cushion the transition. Otherwise, Afghanistan cannot easily evolve
from its parlous economic present (as described in detail in the chapter by
McKechnie) to the prosperous future imagined so well in the chapters by
Arsala and Starr.

According to the UN Office on Drugs and Crime, in 2004 poppy pro-
duction per hectare was valued at $4,600 versus $390 for wheat.33 Thus to
provide incentives to farmers to grow wheat instead of poppies, a long-term
fair price for wheat would have to be set well above current world and local
prices. Attention would have to be paid to improving irrigation systems and
to providing preferential treatment to current poppy growers (especially
smallholders) who choose to switch. As McKechnie suggests in a different
context, to make enhanced wheat growing and selling practical, more rural
credit and better access roads will need to be supplied. Furthermore, at
national borders and within each wheat-producing region, a mechanism
would need to be instituted to prevent wheat from elsewhere being smug-
gled into Afghanistan and sold as locally grown. If the wheat piles up, it can
be exported by the proposed special marketing board or consumed locally.

Generating the social and economic upheaval necessary to switch farm-
ers from producing opium poppies to growing wheat and other crops is
daunting and conceivably unrealistic. As Fazey says in her chapter, “Opium
poppies are the best cash crop there is: cultivation is easy, prices are usually
excellent, and there is a ready market.” In 2004, cultivation of opium pop-
pies had spread for the first time into all of Afghanistan’s thirty-two
provinces. It became firmly established as the country’s main engine for
economic growth. Moreover, many millions of Afghans—from smallhold-
ers and village chiefs to a string of “protectors” and, finally, big-time traf-
fickers and warlords—profit from the growing, gathering, processing,
transporting, and selling of raw and processed opium. The UN Office on
Drugs and Crime estimates, however, that less than 30 percent of the enor-
mous profits from this trade accrue to farmers.34 Fazey reports that the
farm gate value in 2005 was a mere $560 million. But its export value was
about $2.7 billion. 
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There are many conceivable objections to this alternative crop proposal.
Impracticality is one. Utopianism is another. But eradication provides no
lasting answer to Afghanistan’s twin overriding concerns: how to provide
jobs and income (and alleviate poverty) and how to achieve a workable
balance between the power of regional and central authorities. Nor is erad-
ication likely to reduce the corrosive hold of corruption on the national
body politic. Of all of the potential substitute crops and livelihoods, wheat
holds the surest advantage.

What Is to Be Done? 

As the chapters in this book show so well, a new government in Af-
ghanistan, backed by coalition troops and supported by massive amounts
of outside assistance, has brought democratic stirrings to a country long
ruled much more autocratically. It has begun supplying essential services
and political goods in the form of educational opportunity and a new
infrastructure. It understands the need for a stronger rule of law regime and
is proceeding steadily to improve the delivery of justice. It has produced
more political freedom, particularly through elections, and it appreciates
the desire for greater accountability. There is a reasonably thriving civil
society. The economy is booming, even if that boom depends fundamen-
tally on aid flows and opium profits and has not significantly alleviated
poverty. But greater GDP growth has been accompanied by an escalation
of corruption and corrupt practices. The moral authority and political
legitimacy of the Karzai government are threatened by corruption and
equally by wholesale narcotrafficking. Most of all, Afghanistan has become
less rather than more safe. The failure of the government to unify the coun-
try and substitute the promised future progress for the tough reality of day-
to-day rural living has emboldened the defeated Taliban and other insur-
gents. Until Afghanistan is secured and Afghans can work, travel, and sleep
without fear, achievement of the splendid twenty-first-century Afghanistan
project—no less than the construction of an entirely new state on the rub-
ble of old compromises and fractured models—will elude Afghans and
their coalition partners.
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Afghanistan reappeared on the world center stage following 
the September 11, 2001, terrorist attacks in the United

States. The suicide attackers who crashed hijacked passenger
planes into the World Trade Center in New York and the
Pentagon in Washington, D.C., were linked to Osama bin
Laden’s worldwide terrorist network, al Qaeda, centered in
Taliban-controlled Afghanistan. However, none of those who
committed the dreadful crime was an Afghan national nor was
the violence inspired by Afghan politics. The tragic event that
cost thousands of innocent lives and enormous material dam-
age marked a new turn in the international war on terrorism
and ushered in a new phase in the drawn-out civil strife in
Afghanistan.

Sadly, it took such a devastating human tragedy for the
United States to reengage in the region after a decade-long
detachment after the pullout of the Soviet forces from
Afghanistan and the end of the cold war. It was during this
period that war-torn Afghanistan further slipped into the grip
of violence and political chaos, leaving a dangerous power vac-
uum. The vacuum was eventually filled by the extremist Islamic
Taliban regime that hosted the wealthy Saudi militant Osama
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bin Laden, who became a major source of financial support to the inter-
nationally isolated Taliban administration. The emerging partnership
allowed bin Laden and his terrorist al Qaeda network to use Afghanistan as
a training ground and base of operations for their worldwide terrorist ven-
tures.1 The situation turned Afghanistan into a major source of instability
in the region and beyond. 

The U.S.-led coalition war against bin Laden’s terrorist network and its
Taliban supporters at the end of 2001 scored quick and spectacular mili-
tary achievements. With close cooperation of the anti-Taliban Afghan fac-
tions, the coalition succeeded in breaking up the al Qaeda establishment in
Afghanistan and overthrowing its unpopular sponsor, the radical Taliban
regime.

The prime reason for the U.S. military intervention in Afghanistan was
to destroy the terrorist network responsible for the September 11 attack
and topple the Taliban regime. Although international efforts to stabilize
post-Taliban Afghanistan are considered a strategic objective in the global
war on terror, the operational exigencies of the initial military action con-
tinue to cast a long shadow on the long-term development of Afghanistan. 

The legacy of a long and devastating war, along with inadequate invest-
ment in postconflict reconstruction, continues to haunt the process of
recovery. The enormous level of destruction and paucity of national capac-
ity required a much wider state-building investment than the restrained
rehabilitation opted for by the international community. Securing
Afghanistan’s future requires a long-term commitment by the international
community, with a clear vision of making Afghanistan a self-supporting
nation. 

Distinctive Geography and Turbulent History 

During the past quarter of a century, Afghanistan’s political scene has been
dominated by violence fueled by opposing ideologies and competing polit-
ical interests. The country, which served as the last battlefield of the cold
war at the end of the twentieth century, became the scene of the first global
war on terrorism at the turn of the twenty-first century.

It has been the destiny of Afghanistan to serve as a battlefield for impe-
rial ambitions since the dawn of history. Prominent British historian
Arnold Toynbee, who classified countries between blind alleys and high-
ways, thought that two countries held prominent place on the highway
countries list: Syria, as a link between the civilizations of Europe, Africa,
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and Asia; and Afghanistan, as a bridge between the civilizations of India,
East Asia, Central Asia, and the Middle East. “Plant yourself not in Europe
but in Iraq,” he wrote, and “it will become evident that half the roads of
the old world lead to Aleppo and half to Bagram.”2 It is notable that over
twenty-three centuries ago, Alexander the Great built his Alexandria-in-
the-Caucasus at Bagram; two centuries later Bagram became the seat of the
Kushan Empire that stretched from Central Asia to India. Bagram also
served as the air force base for the Soviet occupation forces in the 1980s
and is now the main military base of the coalition forces in Afghanistan. 

Reaction to foreign security threats and a struggle for development have
been the hallmarks of Afghanistan’s recent history. The country that long
blocked military clashes between imperial Russia and British India was
forced to fight both powers as the last century wore on. Mostly untouched
by the two world wars, Afghanistan faced security challenges at home dur-
ing the uneasy peace between wars. Seven out of a dozen Afghan rulers
during the century were murdered, and two were forced into exile.3

King Amanullah Khan’s intensive reform program in the 1920s failed to
create a major pro-reform constituency. The shock therapy for moderniza-
tion cost him his throne and plunged the country into civil war. Restora-
tion of peace in 1929 ushered in a period of tight government control and
a strictly measured modernization process.

At the beginning of the second half of the century, Afghanistan became
a peaceful battlefield of the cold war, with both superpowers vying for
influence through economic assistance. But a political dispute with the
newly created state of Pakistan, an ally of the West, forced the Afghan gov-
ernment to turn to the Soviet Union for military assistance—a move that
had a major impact on the country’s future. This focus coincided with
democratic changes from 1963 to 1973, during which a new urban-based
educated elite emerged as the core of political opposition to the govern-
ment. The new elite included both a pro-Soviet communist bloc and a rev-
olutionary Islamist movement.

The rise to power of the new elites brought enormous violence and
destruction to the nation. The fall of the old regime to a pro-Moscow com-
munist coup in 1978 opened a long period of violence that turned Af-
ghanistan into a hotspot of the cold war. The Afghan violence that began
as an antistate insurgency against the communist coup of April 1978 soon
turned into a wider conflict. It led to the Soviet military intervention
(1979–1989) and increased Western support of Islamic-led antiregime
resistance forces, the mujahideen. Once the superpowers drew back, neigh-
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boring countries moved in to pursue their competing strategic interests by
engaging and supporting rival Afghan factions who were locked in a violent
power struggle. 

From a “Great Game” to a “Lesser Game” 

During the 1980s the United States and the Soviet Union were the two
most influential actors on Afghanistan’s bloody political scene. The Soviet
military intervention in Afghanistan became Moscow’s longest foreign war
of the century. Assistance to the Islamic-led Afghan resistance turned into
the largest U.S. covert operation since World War II. However, the two
superpowers’ engagement in the Afghan conflict was inspired by asymmet-
ric strategic visions. The Soviet Union had militarily occupied neighboring
Afghanistan in support of its distinct regional and ideological interests while
the United States, located halfway around the globe, was waging a surrogate
war—defensive in nature—with an ever-changing scope of military and
political objectives. Continued intensification of the war forced Moscow
into compromises and finally retreat while Washington gradually widened
the scope of its strategic mission from bleeding the Soviets to forcing them
out of Afghanistan and finally pushing for a military victory of the
mujahideen over the Moscow-backed Communist regime in Afghanistan.4

During the Soviet occupation of Afghanistan, Islamic militants and
transnational extremists became the most favored U.S.-backed fighters in
Afghanistan. Dominated by religious orthodoxy, they received the bulk of
U.S. and other foreign assistance channeled through Pakistani intelligence.
The process marginalized mainstream Afghan forces that embraced mod-
erate religious and nationalistic orientation but lacked strong leadership.
U.S. intelligence believed that the Islamists were the most zealous and
devoted anti-Soviet fighters and deserved to be supported. The United
States even helped to create an international network of militant Islamists
to fight with the mujahideen in Afghanistan.5 However, this policy ignored
the long-term impact of the militants’ political influence in the postwar
period. This perspective was swayed by the polarized nature of global pol-
itics, where international issues were often seen through the prism of the
East-West ideological confrontation.

On the other hand, the Soviet policy of “divide and conquer” created
and armed local and ethnic militias in support of Moscow’s client regime
in Kabul—a move that militarized Afghan society by popularizing the
“defense of the revolution” and creating ethnic and tribal militias. The
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powerful Uzbek militia of General Abdul Rashid Dostum, which later
dominated several northern Afghan provinces, was a product of this policy.

However, when the cold war was over, the Afghan conflict, in the
words of one UN official, became a “forgotten war” and the Afghans
became “a forgotten people.”6 U.S. diplomacy in support of UN efforts to
end foreign intervention and find a peaceful solution to the Afghan civil
war lacked consistency and perseverance. Washington’s false hopes that
the Taliban would be able to end the war militarily soon collapsed as the
neofundamentalist militia proved to be the worst human rights abusers,
record drug producers, and hosts to al Qaeda. Washington’s 1998 pin-
prick cruise missile strikes against bin Laden’s reputed terror training
camps in Afghanistan, in the wake of the bombings of the U.S. embassies
in Nairobi and Dar es Salaam, only raised bin Laden’s global standing
among anti-West militant groups. Further, the weak response helped to
create the perception that U.S. retaliation against future terrorist attacks
would inflict minimal pain. 

The war left no party untouched. As a battleground for the two super-
powers, Afghanistan sustained devastation caused by the military actions of
the invaders and the support of the superpower that responded to the inva-
sion. When the superpower contest was over, the belligerents walked away
from the “great game” wreckage, opening the way for the competing neigh-
bors to finish the destruction in a “lesser game.” Afghans were the big losers.
They suffered enormously during the war and failed to win the peace. The
Soviet Union’s defeat in a regional war was followed by its global retreat and
eventual breakup. Meanwhile, the cost of Washington’s victory in the
Afghan power game was the advancement of the jihadi mentality, which
motivated a worldwide terrorist network centered in Afghanistan. 

The civil war in Afghanistan (1992–2001) became a multilateral com-
petition involving internal armed factions with extensive foreign links,
neighboring states pursuing competing strategic interests, and extrare-
gional players with ideological, security, or economic stakes in the chaos. In
the absence of a central authority, the neighboring countries furthered their
policies by engaging and supporting rival Afghan factions while fueling
internal strife and blocking the emergence of a broad-based legitimate gov-
ernment. The turmoil was both the cause and consequence of state failure
in the war-torn country.

Pakistan wielded strong influence among the main actors on the Afghan
political scene through its strong support of the Afghan jihad and its part-
nership with the United States in the anti-Soviet war of 1980s.7 Drawing
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on its political leverage, Pakistan tried to manipulate Afghan politics to
support its geopolitical and ideological aims. Islamabad’s quest for strate-
gic depth to counter India’s geopolitical edge was one of the underlying
principles of the strategy. Pakistan was also eager to compensate for its wan-
ing post–cold war strategic significance and failing economy by marketing
itself as a stabilizing power in a potentially unstable region.8

Pakistan spared no effort to shape Afghan developments in accordance
with its political ambitions. It helped to keep the Afghan mujahideen fac-
tions divided so that they could be easily controlled—a move that fueled
intramujahideen power struggles and civil strife after the collapse of the
communist regime in 1992.9

Pakistan excessively favored those Islamist parties that had close rela-
tionships with Pakistani intelligence. Pakistan policy tried to sideline
Afghan nationalist forces that held independent views or were potential
supporters of the irredentist Afghan demand for the creation of an inde-
pendent Afghan-linked “Pashtunistan” in Pakistan’s Pashtun areas. These
areas were part of Afghanistan before they were annexed by the British in
the nineteenth century. Islamabad heavily armed and supported Golbud-
din Hekmatyar in his bid to seize power in Kabul during the early 1990s.
Later, Pakistan stood firmly behind the Taliban movement and provided
the radical militia with political, military, and financial support.10

Pakistani patronage of Islamist groups in unstable Afghanistan helped to
spark militancy throughout the region. It also provided Pakistani jihadi
organizations such as Harakat-ul-Mujahedin, Sipah-e-Sahaba, Lashkar-e-
Jhangvi, and Lashkar-e-Toiba with training grounds and operational bases
in Afghanistan. Fighters affiliated with these groups fought for “Islam”
both with the Taliban in Afghanistan and in Kashmir. They gradually
became part of the worldwide militant network of al Qaeda. The rippling
shock of the September 11 attack forced Pakistan to break up with the Tal-
iban and join the international community in fighting terrorism.

Iran’s anti-American and anti-Western hostility limited its dealings
with the U.S.-backed Afghan mujahideen. Tehran’s Afghan policy evolved
over the years, shifting from efforts to export the Islamic revolution to
pragmatic attempts aimed at unifying the Afghan Shiite groups in a pro-
Iranian front. That policy, narrow in scope and sectarian in nature, failed
to pursue a well-defined strategy. Its attempt to promote Iranian culture in
Afghanistan was confrontational and lacked focus, while its commitment
to support the Shiite minority was too narrow and biased to influence
non-Shiite parties. Iranian revolutionaries paid more attention to the
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Palestinians than the Afghan mujahideen and favored Lebanese Shiites
over their Afghan coreligionists.11

Initially, Iran targeted the country’s Shiite minority living in the central
Afghan mountainous area of Hazarajat. Iran’s ideological crusade among
the Hazaras fueled internal strife in the area, which was already undergo-
ing profound social upheaval sparked by power struggles between the tra-
ditional establishment and the reformist forces. Iranian interference in the
early 1980s divided the country’s Shiite Hazara communities at a time
when they were engaged in a struggle against the Soviet occupation. Iran-
ian-backed extremist groups of the “Imam Khomeini line” (particularly
the Nasr, Sepah-e Pasdaran, and Hezbollah) declared war on moderate Shi-
ite groups, which pursued a nationalistic agenda. “Purge the domestic arro-
gance before dealing with outside invaders” was the motto of Iranian-
inspired Afghan Shiite revolutionaries.12 In the late 1980s, Iran mediated
the unification of Afghan Shiite groups in the Hizb-e Wahdat party led by
Abdul Ali Mazari.

The rise of the Taliban in Afghanistan in 1994 marked a sharp turn in
Tehran’s Afghan policy. Iran viewed the Taliban as an anti-Shiite and anti-
Iranian fundamentalist Sunni movement supported by Saudi Arabia and
other hostile forces. The Taliban’s close ties with Pakistani anti-Shiite
groups, its links with Saudi Wahhabis, and its alleged backing by U.S.
anti-Iranian policy sparked Iran’s distrust and fear.13 The Taliban’s sectar-
ian and ethnic parochialism, coupled with its tendency to marginalize
Iran-backed non-Pashtun factions and its ouster of the Rabbani govern-
ment, added to the distrust. Iran saw the victory of the Taliban as part of
a plot by Sunnis and the United States to isolate Iran.14 Tehran improved
the logistical infrastructure of anti-Taliban forces after the Taliban seized
control of Kabul in September 1996, driving the Rabbani regime to the
north. Iran continued to send supplies to the Rabbani-led anti-Taliban
alliance through Central Asia.15 The fall of Mazar-e Sharif to the Taliban
in August 1998 and the killing of an Iranian journalist and seven Iranian
diplomats by Taliban allies led to the deployment of about half of Iran’s
armed forces on the Afghan border.16 The Iran-Afghan military standoff
raised the specter of armed confrontation in a region already devastated by
war and internal strife. UN mediation in October 1998 eased the tension
along the Iran-Afghan border while Tehran stepped up military support to
the anti-Taliban forces in Afghanistan, which continued until the fall of
the Taliban.
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The Fall of the Taliban 

The fall of the Taliban at the end of 2001 marked the end of a protracted
civil war in Afghanistan and the beginning of a recovery and healing
process, opening the way for Afghanistan to free itself from extremism and
international isolation. In less than two months, the U.S.-led coalition
shattered the Taliban regime, broke up the al Qaeda establishment, and
forced its leadership to run.

The dominance of military considerations within the U.S.-led coalition
affected political developments after the demise of the Taliban. The mili-
tary operation was primarily aimed at destroying the terrorist network
based in Afghanistan and eliminating the security threats stemming from
instability in that Central Asian country. This situation allowed Afghan
anti-Taliban forces to become the allies of the coalition forces. Exploiting
the sudden fall of the Taliban under the U.S.-led coalition’s air strikes, the
Northern Alliance, the only organized anti-Taliban military faction in
Afghanistan, moved swiftly to fill the vacuum by seizing control of major
cites, including the capital, Kabul.17

The coalition expected that the formation of a broad-based government
would precede the fall of the Taliban in Kabul. But the militia’s sudden
evacuation of the capital opened the way for the Panjshiri-led Tajik faction
of the Northern Alliance to seize control of the city in defiance of interna-
tional demands. The victors immediately reincarnated the pre-Taliban
bureaucracy dominated by the Shura-i-Nazar Tajiks.18 This monopolization
of power precluded the emergence of an ethnically balanced post-Taliban
government. The Pashtun forces that took over in most of the southern
provinces were too scattered to form a counterbalancing bloc vis-à-vis the
Northern Alliance.

As military victories outpaced political arrangements, the international
community rushed to broker the formation of a broad-based Afghan gov-
ernment that the country’s diverse ethnic and political groups would sup-
port. However, negotiations on the structure of the new government
between four Afghan political-ethnic groups at the UN-sponsored confer-
ence in Bonn were strongly influenced by the military situation on the
ground. Having control of major cities in Afghanistan, the Northern
Alliance showed no flexibility about sharing power equally with other
groups, including the exiled Rome faction headed by Zahir Shah, the elderly
former king, who had led the political opposition against the Taliban. The
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Northern Alliance took the lion’s share in the power-sharing arrangement
stipulated by the Bonn agreement and signed by the Afghan factions on
December 5, 2001.

Reconstruction under the Bonn Process 

The challenge of rebuilding post-Taliban Afghanistan has been immense
and multifaceted. It has required the creation of a broad-based national
government, the establishment of security throughout the country, and the
reconstruction of a war-devastated economy. These efforts had to be coor-
dinated, directed by a unified strategy, and supported by the international
community. Moreover, the process was influenced from the outset by the
legacy of the protracted war in Afghanistan, the way the Taliban regime
was overthrown, and competing internal and external interests.

The UN-sponsored political process aimed at unifying Afghanistan
under a legitimate central government was marred by factional competition
for power that intensified ahead of the Loya Jirga (Grand Council) in June
2002. The main reason factional rivalry did not develop into armed clashes
similar to those in 1992 was the presence of coalition forces and interna-
tional peacekeepers in the country. The process achieved a constitutional
defragmentation of the country under a central authority while the military
power continued to be fragmented. The nature of a crude ethnic-factional
integration into state structures failed to reflect a real unification, hampered
diversity in the national institutions, and affected every major decision on
the reform process. 

The Bonn accord called for the establishment of a six-month Afghan
Interim Authority to govern the country, beginning on December 22, until
an emergency Loya Jirga selected a broad-based Afghan Transitional
Authority to lead the country pending the election of a fully representative
government within two years.19

Although Hamid Karzai, a Pashtun leader from the Rome group, was
selected to head the Afghan Interim Authority, the governing administra-
tion was dominated by the Northern Alliance, which controlled the mili-
tary, foreign affairs, police, and intelligence. In the meantime, regional
leaders and warlords who had seized control of the provinces maintained
their own private armies, sources of income, foreign linkages, and autono-
mous administrations. The situation deepened factional distrust and fueled
widespread public discontent, particularly among the Pashtuns—the
largest single ethnic group in Afghanistan.
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It was hoped that the emergency Loya Jirga would broaden the base of
the government, assert civilian leadership, promote the democratic process,
and take authority away from the regional leaders. The key result that the
Afghans as well as the international community expected from the Loya
Jirga was that it would correct the ethnic imbalance produced by the Bonn
meeting.20 As a linear expansion of tribal and local jirgas (councils) into a
national institution by Afghan rulers since the beginning of the last cen-
tury, the Loya Jirga traditionally lacked the cohesion and sophistication
needed for making independent decisions on national issues in an inco-
herent state. Consequently, it was prone to being manipulated by the con-
vening rulers. The Loya Jirga of June 2002 was slightly different for many
reasons. It was not called by a ruling government, nor was it convened
under the influence of a strong central authority. The situation facilitated
a freer debate among the delegates but also allowed the regional strongmen
and warlords to influence the process through political pressure, intimida-
tion, and money. Furthermore, the involvement of the international com-
munity provided foreign actors with stage-managing opportunities.

The Loya Jirga brought mixed results. It was the first time in twenty-
three years of war and instability that representatives from across the coun-
try came together to elect a head of state. Contrary to the recent past, the
armed factions chose to advance their interests through the political process
rather than resorting to violence. Despite some procedural irregularities in
electing the head of state, the Jirga came up with a clear winner (Hamid
Karzai) through secret balloting. In general, the outcome of the process did
not live up to public expectations. Strongly influenced and manipulated by
the warlords, the meeting hardly addressed the main concerns and failed to
establish a balanced and representative transitional administration.21

As the central administration’s authority barely extended beyond the
capital, regional strongmen played their power games. Throughout the
Bonn process (2001–2005), sporadic clashes between regional comman-
ders continued. The conflicts stemmed from old rivalries or the desire to
control or consolidate more territory. In 2002–2003, the troubled
provinces of Paktia and Khost were often the scene of violent standoffs be-
tween the government-appointed governors and rebel forces under Bacha
Khan Zadran. In the north, tension between forces loyal to Rashid Dos-
tum, the leader of the Junbish Mili Islami (the National Islamic Move-
ment), and militia units controlled by the Tajik commander Atta Moham-
mad frequently developed into bloody fighting that kept the region
unstable. The government-imposed settlement of October 2003 virtually
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ended major clashes in the north and led to the cantonment of heavy
weapons under international supervision and demobilization of formal
militia units. Other major factional clashes took place in Samangan and
areas south of Mazar-e Sharif and Faryab province. In the west, ethnic dif-
ferences and rival claims for control of the Shindand district led to recur-
ring skirmishes between militias loyal to Herat strongman Ismail Khan and
those supporting the local Pashtun leader Amanullah. The conflict was
ended in September 2004, following the removal of Ismail Khan from
Herat and the demobilization of Amanullah’s militia. 

Meanwhile, post-Taliban reconstruction was strongly influenced by the
ongoing war on terror and fighting insurgency. While most of Afghanistan
is in a postconflict situation, large areas in the south and east are plagued
by insurgency. Competing demands of fighting insurgency and rebuilding
the postconflict communities have had a major impact on political, social,
and economic reconstruction. In the absence of an effective central security
establishment, the transitional administration has depended on the mili-
tary muscle of factional militias, an arrangement that was institutionalized
in the Bonn agreement. The accord stipulated that “upon the official trans-
fer of power, all mujahideen, Afghan armed forces and armed groups in the
country shall come under the command and control of the Interim Auth-
ority, and be reorganized according to the requirements of the new Afghan
security and armed forces.”22

Disarmament, Demobilization, and Reintegration (DDR) had to be re-
versed since factional militias were first integrated into the country’s armed
forces and then targeted for demobilization. Dismantling the factional
militias was the key to stabilization. It entailed curbing the ability and
desire of former combatants to renew violence and creating a national ca-
pacity to transform the war-instigated structures into peace-building insti-
tutions. This process involved replacing the war machines with a credible
legal and political system, reestablishing public confidence in state insti-
tutions, and shifting from a culture of violent opposition to a peaceful
competition for power and influence.

Breaking the war machines in the postconflict period is a prerequisite for
sustaining peace. However, failure to build attractive alternatives to the life
of a warrior can lead to renewal of fighting as well as proliferation of crim-
inal activity and banditry. Deactivating the war machines is an immediate
need; making them useless is a long-term goal. 

The existence of too many guns in unauthorized hands and the preva-
lence of unruly elements that benefited from the war tended to undermine
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disarmament. In such cases the optimum method needs to be a macrodis-
armament approach rather than a microdisarmament scheme. Macrodis-
armament involves the creation of a political and security environment
that can allay interfactional distrust and pave the way for voluntary disar-
mament as a broad-based commitment to peace. Such a strategy should
eliminate the desire to use weapons rather than merely collect weapons.

Although the Japanese-supported DDR program succeeded in demobi-
lizing over 62,000 factional militiamen and collecting over 36,000 small
arms while storing nearly all heavy weapons between 2002 and 2005, rein-
tegrating former combatants continues to be a major challenge. The sec-
ond phase of the DDR that targets nearly 2,000 illegal armed groups began
in 2006 under the Disbandment of Illegal Armed Groups program
(DIAG). The program seeks voluntary, negotiated, and forced disband-
ment of more than 100,000 members of illegal armed groups. However,
the upsurge in Taliban-led violence in 2006 not only slowed the DIAG
program but also drove the government to rearm militias and assign them
to serve as auxiliary police forces in vulnerable districts.

One of the major obstacles has been the lack of interest of the militia
commanders, who felt that their interests and security were threatened by
the reform process. The wartime development of distinctive local patronage
networks under the leadership of regional commanders and the weakness of
the central government contributed to the problem. During the drawn-out
conflict, criminal elements that were incorporated into the war machines
wielded significant political clout and controlled large businesses and an
illicit economy. They were less inclined to give up power in the interest of
peace. Reluctance to disarm grows when the postconflict government is
politically fragile and militarily weak. Political fragility can be overcome by
broadening the government base to include all parties. The government’s
political clout and coercive capacity has to be enhanced through integrating
or rebuilding the national military establishment to ensure a balanced rep-
resentation of diverse ethnic, regional, and political factions.

The internationally backed Security Sector Reform (SSR) provided for
the creation of an Afghan National Army (ANA), Afghan National Police
(ANP), and a reformed judiciary system. The SSR also included the DDR
program and counternarcotics efforts. Security Sector Reform has been the
flagship of the Bonn process for rebuilding Afghanistan’s security forces
and law enforcement. With each of its five pillars (army, police, counter-
narcotics, DDR, and justice) supported by a lead donor nation, SSR has
developed unevenly.

02-7569-0 02  1/16/07  11:29 AM  Page 33



34 Ali A. Jalali

Progress in building the U.S.-supported Afghan National Army has
been remarkable. ANA’s strength reached 30,000 as of March 2006, and it
is expected to attain its goal of 70,000 by 2010. However, the ANA suffers
from insufficient firepower, a lack of indigenous air support, and the
absence of a self-sustaining operational budget. It continues to depend on
military support from the Coalition forces and the U.S. underwriting its
costs. Such a situation subjects the deployment and operation of the ANA
to preapproval by the U.S. military, sometimes without concurrence of
Afghan military leaders. The U.S. role in tasking the ANA causes friction
and needs to be reconsidered.

Driven by operational demands to fight the insurgency and create an
alternative to factional militias, the development of the ANA received a
high priority. However, equal attention was not paid to other crucial as-
pects of the SSR. 

Although building the police in postconflict societies is a more urgent
need than building the army, little international attention has been paid to
the development of the Afghan National Police. Yet the police have been at
the forefront of fighting terrorism, illegal border incursions, illicit drug
trade, warlords, and organized crime. Protecting reconstruction projects,
including highways in the militant-plagued south, is another major chal-
lenge facing the ANP. As a result the ANP has lost far more men than the
ANA, Coalition forces, and the International Security Assistance Force
(ISAF) in fighting insurgency and criminal activity across the country. Had
the police been better trained, equipped, and armed, they would have suf-
fered less and made a stronger contribution to stability operations.

International interest and investment in developing the ANP picked up
in 2004 with Germany and the United States in leading roles that have
produced significant initial results. Over 60,000 police officers have
received basic training. Because of the late start in a comprehensive police
development, the ANP continues to be ill trained, poorly paid, under-
equipped, and inadequately armed. A new U.S.-supported ANP develop-
ment program launched in 2006 aims to deploy a 62,000-strong, fully
trained, better paid, and fully equipped police by December 2008.23 Imple-
mentation of this program should be a top priority of the post-Bonn devel-
opment strategy.

The Italian-supported justice sector reform suffers from a very low level
of human resources and infrastructure capacity. The court structure is out-
dated, many judicial personnel are unqualified, and corruption is deep
rooted. The period of violence in the country destroyed the institutional
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integrity of the justice system and left a patchwork of contradictory and
overlapping laws. Although some progress has been made, particularly in
law reform, no strategy has been agreed upon for rebuilding the system.
After the inauguration of the Afghan parliament in early 2006, President
Karzai nominated eight professional jurists to replace all supreme court
judges. But he maintained Fazel Hadi Shinwari as the chief justice. This
decision was apparently based more on political considerations than profes-
sional requirements. A strongly conservative cleric, Shinwari is widely
reported to be corrupt and nepotistic. However, as head of the government-
sponsored Council of Ulema, he is seen as an influential figure in gaining
the support of the clerics for government policies. The Afghan parliament,
in late 2006, voided Shinwari’s appointment.

While the pillars are interconnected, the “lead nation” approach has
been marked by a lack of close coordination, an imbalance in the level of
committed resources, and the absence of a unified developmental concept.
The Afghanistan Compact ended the “lead nation” concept and put the
security sector reform under a joint board cochaired by Afghanistan and
the United Nations.24 The change should ensure more Afghan ownership,
making the Afghan government the “lead nation,” with the donor coun-
tries acting as “supporting nations” for the SSR. 

Given that foreign aid covers most of the cost of security forces, the
long-term sustainability of the army and police is a major challenge. It is
assumed that even if the country’s nondrug taxable economy grows by
10 percent a year above the current rate, the cost of maintaining the secu-
rity forces will not be sustained by the country’s own resources for many
years.25 There are already debates over the need to reduce the planned size
of the ANA from 70,000 to as low as 45,000. A decline in foreign funding
could lead to major political, security, and social crises. Given the prohib-
itive cost of maintaining professional forces, there is strong support in the
country for the restoration of the national draft system that presumably
also promotes national integration and civic education.

The Bonn agreement provided for the deployment of a UN-mandated
force in Afghanistan to assist in the maintenance of security for Kabul and
its surrounding areas. It was also recognized that such a force “could, as
appropriate, be progressively expanded to other urban centers and other
areas.”26 The UN Security Council authorized the deployment of a 4,500-
strong International Security Assistance Force in Kabul. However, there
were repeated requests by the Afghan government, the United Nations,
and international human rights organizations to expand ISAF to other
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major Afghan cities in order to promote political stabilization and eco-
nomic reconstruction. In a resolution adopted by the UN Security Coun-
cil in October 2003, ISAF was authorized to expand beyond Kabul. The
deployment outside Kabul came in the form of Provincial Reconstruction
Teams (PRTs).

PRT as a Facilitator for Security and Reconstruction 

The PRT is a unique structure tailored to the security and stabilization
needs of a postconflict environment. It is a small military unit (less than
100 to 250 troops) with civilian representatives deployed in a province to
extend the authority of the central government and facilitate the develop-
ment of security and reconstruction. After the establishment of the first
U.S. PRT in Gardez, the concept was internationalized, with Britain, New
Zealand, and Germany setting up their PRTs in Mazar-e Sharif, Bamiyan,
and Konduz, respectively. As U.S. forces shifted to stabilization operations
in early 2004, the PRT network was expanded throughout the troubled
southern provinces of Afghanistan. When NATO assumed command of
ISAF in August 2003, it adopted the concept, and by the end of 2005 had
deployed nine PRTs in a counterclockwise expansion from the north to the
west. Further extension of ISAF to the south and east in 2006 brought all
twenty-five PRTs in Afghanistan under ISAF command.27

The viability of PRTs depends on close links with larger military forces
in the area. PRT is the “the tip of the iceberg” attached to a force support
structure, including quick reaction forces, air cover, emergency medical
evacuation, and logistic support system. A PRT without links to military
forces is not conceivable. In practice, different PRTs operate in different
ways, often out of control of the guiding bodies, and adopt differing bal-
ances between security and reconstruction activities. The imprecise pro-
nouncement of the PRT mandate has opened the way for flexible interpre-
tation. The PRT is basically military in structure and outlook, dependent
on a larger political-military system—Coalition forces, NATO-ISAF, con-
tributing nations—which shapes its operational approach and interpreta-
tion of its mandate. 

A number of factors contribute to a diverse interpretation of the PRT
mandate and the ad hoc evolution of the PRT concept: varied local secu-
rity environment, available resources, and the political priorities of coun-
tries contributing troops. The presence of two separate military operations
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and commands in Afghanistan (U.S.-led Coalition forces and ISAF) and
different approaches to civil-military activities add to differing perspec-
tives. This disjunction has been magnified as more nations established
PRTs with national “caveats.”

While PRTs under ISAF have been less engaged in reconstruction activ-
ities and more engaged in Security Sector Reform and stabilization efforts,
the U.S. PRTs have been significantly focused on supporting the U.S-led
Coalition military campaign. As NATO takes over all of the PRTs in the
country, it will more closely intertwine its PRT functions with the Coali-
tion’s military operations, which are taking place in a much less permissive
environment than the north. ISAF will need to adapt its stabilization
model developed in the north to the local dynamics. 

Success has been more substantive when the PRT operational ap-
proaches were consistent with the strategic goal, mission requirement, and
demands of the host government (for example, the PRT role in Gardez in
April 2003, Mazar-e Sharif in October-November 2003, Herat in Sep-
tember 2004, and Shindand in November 2004). Actions taken with inad-
equate resources, those taken in isolation of the host government’s needs,
or those influenced by local interest groups have been less effective. The
worst cases have been recorded when the PRT became more a means of
serving the provider than the customer.

The ownership of the PRT system is a key to its strategic usefulness. The
PRT location, structure, capacity, resources, and operations need to be
adapted to the political and strategic demands of the host government as
well as the realities on the ground. They must not be determined by domes-
tic priorities of the troop-contributing countries. This shift requires the
presence of effective central coordinating bodies (with effective secretariats)
that can exercise direction and facilitate coordination and standardization.

The level of centralization of PRT activities and the need for flexibility
in counterinsurgency operations must be balanced. While PRT-initiated
quick impact reconstruction projects are effective in a counterinsurgency
setting, they would be strategically more effective if carried out in accor-
dance with the direction of the national government and in line with
national development programs. Reconstruction in support of improving
security infrastructure needs to be part of the PRT-initiated projects. The
process is not required to emphasize providing assistance aimed at produc-
ing developmental impact on the lives of the host people, nor do PRTs
have the resources to sustain such assistance.
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The PRT should work to create the conditions to make itself redundant.
The end state should be identified as a condition where the national gov-
ernment and its provincial institutions are firmly established and function
without direct support from international military forces. Progress toward
this end state and PRT transition needs to be benchmarked with effective-
ness indicators for governance, security and stability, reconstruction, and
development established and applied.

Expectations and Realities 

Reconstruction of Afghanistan’s war-ravaged and drought-stricken econ-
omy has been considered the key to peace and stability in the country.
Rebuilding Afghanistan has also been intertwined with the strategy of the
war on terrorism. In April 2002 President George W. Bush announced a
major American role in rebuilding Afghanistan under a comprehensive
reconstruction plan comparable to the “Marshall Plan.”28 Bush warned
that military force alone could not bring “true peace” to Afghanistan, and
that stability would return only when the country rebuilds its economic
and cultural infrastructure. 

However, the actual needs of reconstruction far outweighed the available
resources. A preliminary needs assessment by the World Bank, the United
Nations, and the Asian Development Bank in January 2002 estimated that
reconstruction would cost about $5 billion in the first two-and-a-half
years, the expected term of the transitional administration in Afghanistan.
Reconstruction costs for five- and ten-year periods were estimated at $10
and $15 billion dollars, respectively.29 In 2004, the Afghan government
estimated that the amount of aid required for minimal stabilization would
be $27.5 billion over a period of seven years.30 Finally, at the early 2006
London Conference on Afghanistan, the Afghan government estimated
that it would need $20 billion dollars over five years to fund its Interim
National Development Strategy. However, in all these cases, only a fraction
of the estimated costs were provided, mostly outside the government’s con-
trol. According to UN and Afghan government data, out of $8.4 billion
aid money spent in Afghanistan between the fall of the Taliban in late 2001
and the end of 2004, only $1.6 billion was spent by the government. The
rest was spent by nongovernmental organizations, the United Nations, and
donor governments.31

The absence of Afghan government control over programs funded by a
deeply divided international community led to a disconnect between the
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development efforts. In many cases strategic goals were overshadowed by pet
projects that were popular domestically in the donor nations. The slow pace
of tangible reconstruction activity in the country caused public frustration.

Balancing opportunities with promises and managing expectations has
been a major challenge. The unprecedented involvement of the interna-
tional community in rebuilding the country raised the expectations of peo-
ple who massively participated in a high-profile political process and voted
for an elected government. However, the vote hardly brought significant
changes in their lives. One reason was that the political benchmarks set by
the Bonn agreement were not fully sequenced with other development pro-
grams and building capacities. The Afghan government met the deadlines
set for the establishment of democratic political institutions such as adopt-
ing an enlightened constitution (January 2004), holding a successful pres-
idential election (October 2004), and parliamentary elections (September
2005). But the central government’s limited administrative capacity and
insufficient investment in service delivery institutions hindered the func-
tionality of the state. The state was expected to respond to the legitimate
needs of the people, and the people were expected to contribute to stabil-
ity and be responsible and not just to be free.

Prospects for the Future 

The parliamentary elections of September 2005 in Afghanistan were the
final event of the Bonn accord. Although Afghanistan met all the deadlines
of the Bonn accord, it has not realized the treaty’s ultimate goal of ending
the conflict and establishing peace and stability. The Bonn process was nei-
ther a definitive transformation schedule nor did it envision the country’s
long-term development process. The struggle to secure the future of Af-
ghanistan drags on, and the country will continue to be dependent on
international support for many years to come.

The five-year Afghanistan Compact adopted in 2006 in London pledges
continued international assistance to Afghanistan in the context of Af-
ghanistan’s Interim National Development Strategy. The Interim Strategy
is the strategic framework for development over the next five years. It aims
to enhance security, governance, the rule of law, human rights, and eco-
nomic and social development. It also identifies efforts to eliminate the
narcotics industry as a vital and cross-cutting goal.32 The compact opens a
new phase of partnership between Afghanistan and the international com-
munity, directed toward long-term capacity building.
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Human Security and Ending the Insurgency

Security continues to be a prerequisite for political development and
economic growth. The post-Bonn arrangements came against a backdrop
of increased Taliban-led violence and terrorist activities, including more
than twenty suicide attacks in 2005 and more in 2006. Incidents of violent
expression of communal tension and a spread of violent protests hint at
growing public frustration and intolerance that often stem from human
insecurity. Unless significant improvement in the security situation is
made, the country will be in no position to attain the objectives set by the
Afghanistan Compact.

Security cannot be achieved only by securing the state. It also requires
removing the threats faced by the vast majority of Afghan citizens. An
international focus on fighting terrorism should not overshadow the threats
emanating from militia commanders, drug traffickers, corrupt provincial
and district administrators, and government incompetence. Such threats
are often more damaging to the population than terrorist violence. 

Security in a postconflict society finds its meaning in the notion of
“human security,” which ensures the sustainability of the peaceful environ-
ment. It requires opportunities more than policies and promises. The long
period of war and violence has added a dimension of conflict memory to
perceptions of security. Under such perceptions people tend to act more
warily—and thus slowly—in investing their hope in long-term government
projects aimed at peace and prosperity. This tendency affects many post-
conflict issues, including disarmament, factionalism, warlordism, and the
illicit drug trade. Freedom from fear and freedom from want entail the
development of good governance, social security, economic development,
and the protection of human and political rights. The Afghanistan Com-
pact recognizes that security cannot be provided by military means alone
but requires good governance, justice, and the rule of law, reinforced by
reconstruction and development.

The Taliban-led insurgency, particularly in the south and east, the pres-
ence of illegal armed groups, and the illicit drug trade are the main secu-
rity threats in Afghanistan. The Taliban and their extremist allies lack a
unified leadership, a popular ideology for Afghanistan, and a sustainable
logistics support network inside the country. A 2005 ABC News survey in
Afghanistan indicated that 77 percent of Afghans believed that their coun-
try was heading in the right direction. Despite the prevalent economic dif-
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ficulty and poverty that they face, 91 percent preferred the current Afghan
government to the Taliban regime, and 87 percent called the overthrow of
the Taliban good for their country.33 In 2006, a popular disenchantment
with the lack of government will and capacity to protect the people and
deliver the needed services has significantly eroded the people’s confidence. 

The Taliban-led extremist violence in Afghanistan is more grounded in
political roots than ideological ones. Using the “jihadi” movement as a
cover, foreign and domestic spoilers pay or manipulate operatives to com-
mit acts of violence in support of their political agenda. The Taliban have
training camps, staging areas, recruiting centers (madrassas), and safe
havens in Pakistan. The operations of a Pakistani military force, deployed
in the border region, mostly in the Waziristan tribal area, have been effec-
tive against al Qaeda and non-Pakistani militants, but they have not done
much to contain the Taliban. The 2006 peace deal between the Pakistan
government and pro-Taliban militants in the North Waziristan border area
has led to a major increase in militants’ cross-border attacks in Afghanistan.
More effort is needed to stop cross-border terrorist activity in Afghanistan.
Pakistan’s idea of constructing a fence along the border is neither practical
nor politically desirable, however.34 As long as the Taliban continue to use
Pakistani territory for attacks on Afghanistan, the suspicion that Pakistan
is playing a double game in Afghanistan will persist. Both Afghanistan and
Pakistan are U.S. allies in the global war on terrorism. The United States
has a policy on Afghanistan and a policy on Pakistan, but as Barnett Rubin
rightly observes, there is no clear policy on Afghan-Pakistan relations.35

This confusion causes misinterpretation and opportunistic manipulation
of the alliance by Pakistan. Under these conditions the Taliban feel safe to
operate from Pakistani territory. A strong commitment from the United
States and NATO to address the sources of terrorism in the region, invig-
orating the tripartite U.S.-Afghan-Pakistani Commission on fighting ter-
rorism, and close operational cooperation between Afghanistan and Pak-
istan are essential to ending the insurgency.

The escalated level of militant violence is more indicative of a change in
tactics than capability. Suicide attacks, which are traditionally alien to the
Afghans, and the more sophisticated improvised explosive device technol-
ogy are al Qaeda tactics adapted by the Taliban and other terrorists. With
more than seventy suicide attacks in 2006—along with the assassination of
hundreds of government officials, moderate clerics, and civilians—the
resurgent Taliban have become more radical, more brutal, and more
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sophisticated than when U.S.-led forces ousted them more than five years
ago. The manner in which the insurgents wage their violence signifies how
closely Taliban tactics mirror those of al Qaeda in Iraq.

The level of violence rose significantly in 2006 because of NATO’s move
into the militant-infested south, which triggered a defensive reaction from
the insurgents; the militants’ desire to exploit the impact of recent terror
tactics, such as suicide bombing and the use of improvised explosive
devices; efforts by Kabul to expand the reach of the central government to
the remote areas as planned in the Interim Strategy; and as a response to
increased government-initiated poppy eradication operations. The Taliban
also exploited the weak presence of the government in the south and
Kabul’s neglect of local communities. An estimated 1,500 people were
killed in militant-related violence in 2005, and about 4,000 in 2006, but
the rebels constituted 60 to 70 percent of the dead.

While the insurgency and illegal armed groups may not have the capac-
ity to pose an ultimate strategic threat to the government, they create a
sense of insecurity, hinder economic reconstruction, and weaken govern-
ment influence in remote areas. These trends have led to a much stronger
insurgency capable of challenging the government. In many districts the
resurgence of Taliban violence is caused more by the lack of government
presence than the ability of the insurgents. Although poverty, government
weakness, and corruption are not the root causes of insurgency, they can be
exploited by terrorists and insurgents to gain support in rural areas.

Fighting insurgents by military action alone will never fully eradicate
them, for even in their defeat a vacuum will remain, inexorably attracting
new insurgents. Unless the context that nourishes the continuing vio-
lence—such as desperate economic conditions, the lack of governmental
capacity, repression of communities by local thugs, and foreign interfer-
ence—is addressed with the same singleness of purpose as is the insurgency,
Afghanistan will remain a volatile and menacing place.

Coalition Forces and ISAF 
Afghanistan continues to need an international military presence to

fight insurgency and to protect the reconstruction effort until Afghan secu-
rity institutions become effective and sustainable. The Afghanistan Com-
pact provides for continued support by ISAF and Coalition forces in estab-
lishing and sustaining security and stability in Afghanistan. It also reaffirms
that ISAF will continue to expand its presence throughout Afghanistan,
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including through PRTs, and will continue to promote stability and sup-
port security sector reforms in its areas of operation.

In addition to their operational power, the presence of about 20,000
U.S. forces and 20,000 ISAF troops deters security threats posed by inter-
nal and external spoiler forces. But the transition of command from the
United States to ISAF througout Afghanistan is perceived by the Afghans
as more than an operational adjustment; it has a significant psychological
impact. It causes the Afghans to hearken back to the end of the cold war
when the United States walked away from a devastated Afghanistan, leav-
ing the country to descend into a brutal civil war. There is also concern
that the change could embolden the insurgents and prompt some regional
countries to interfere. The Taliban and their allies, as well as domestic
spoilers, are playing a waiting game. Some Taliban commanders are widely
quoted in Afghanistan as saying that “the Americans have all the clocks, we
have all the time.” The perception that the United States and the rest of the
international forces will get tired and leave is spreading among friends and
foes beyond the borders of Afghanistan. 

Although former Defense Secretary Donald Rumsfeld stated that the
U.S. military would “continue to do the heavy lifting” in Afghanistan, the
operational impact of the shift depends on the nature of the expanded
NATO mission in Afghanistan and its constraining rules of engagement,
which are the result of disagreement among NATO members.36 The revised
Operational Plan adopted by NATO foreign ministers on December 8,
2005, focused mostly on peacekeeping security operations in coordination
with Afghan security forces. With the assignment of 12,000 U.S. forces in
Afghanistan to NATO, the number of ISAF troops should reach 32,000.
The remaining 8,000 U.S. troops in the country will operate separately in
counterterrorism operations. NATO-ISAF has established four regional
commands and a forward support base in Kandahar. The alliance has not
clearly addressed the operational constraints of the “national caveats.”37

The absence of joint mechanisms to plan and coordinate the action of
national and international forces in fighting security threats is a major hur-
dle in bringing synergy to stability operations. There is little connection
between operations separately planned by the U.S.-led Coalition, ISAF, and
Afghan security forces. The situation weakens effectiveness and efficiency
and leads to confusion and unintended collateral damage. While the Coali-
tion efforts to patrol the remote Afghan mountain hollows and valleys were
appreciated by many, they provoked indignant protests when Coalition
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troops searched peaceful villages without consideration for local culture or
detained inhabitants who had no known connection with hostile armed
groups. Some local chiefs also directed U.S. military actions against their
rivals, which often caused civilian casualties and hostile feelings among the
population. Ad hoc arrangements by the Afghan government and the U.S.
command in Afghanistan have been made to stave off the negative impact of
U.S.-initiated searches of Afghan villages and detention of Afghan govern-
ment officials by U.S. forces. However, in the absence of an institutionalized
system of coordination, the results have been spotty. The establishment of a
joint command and control center to plan, conduct, and coordinate joint
counterinsurgency operations is of prime importance.

The Afghan parliament is expected to raise the need to adopt a status of
forces agreement with the United States. A joint declaration on strategic
partnership between the United States and Afghanistan was signed in May
2005. The accord provides U.S. forces “freedom of action” without an
agreement on the status of forces that should reaffirm Afghan sovereignty
and national security interests with regard to other states in the region.
The strategic partnership needs to be translated into practical programs
covering cooperation in state building and economic development. 

Building Governance beyond Kabul 
In reaction to the prolonged insecurity, warlordism, and factional in-

fighting, there is a widespread Afghan desire for a strong central govern-
ment that can provide security in the chaotic postconflict environment and
offer needed services to war-devastated communities. In order for the cen-
tral government to meet such public expectations, it needs to strengthen its
control of rural areas and deliver required services.

While the central government has extensive constitutional authority
over the provinces, Kabul’s limited ability to intervene and its accommo-
dation of local power brokers have left factional chiefs in control of local
government. The situation is a reflection of the country’s immediate past,
where the breakdown of central government power led to the emergence of
local leaders-warlords who set up patronage networks through access to
foreign aid, weapons, tax revenue, natural resources, and illicit narcotics.
The significant reliance of U.S.-led Coalition forces on the factional mili-
tia to defeat the Taliban in 2001 and to conduct stability operations led to
the empowerment of factional commanders while contributing to the frag-
mentation of power and frustrating the reform process.
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During the past three years, Kabul has successfully reduced the power of
warlord-governors by reassigning them away from their geographic power
bases, but their networks continue to influence provincial administration.38

Meanwhile, former factional commanders who were appointed to govern-
ment positions in police and civil administration have loaded their offices
with their unqualified supporters and corrupt cronies.

With a major presence in Iraq and only a minor presence in Afghan-
istan, the United States has long hesitated to support the removal of defi-
ant warlords. Despite wide public support for the national government,
Kabul was reluctant to act decisively. Until mid-2006, the bulk of ISAF
was based in Kabul. The PRTs deployed by ISAF in the northern and west-
ern provinces of Afghanistan have been hamstrung by policy constraints
imposed by the troop-contributing nations, resource limitations, and
“national caveats” in their attempts to act decisively against local thugs,
drugs, and official mugs.

Given the limited coercive capacity of the central government, Afghan
leaders and donor countries found it tactically convenient to integrate the
demobilized militia leaders and former warlords into the government.
However, failure to hold them accountable and to correct their inappro-
priate official behavior continues to undermine the establishment of the
rule of law. It not only thwarts the legitimacy of the national government
but also fosters corruption and a sense of impunity. Unless the government
lives up to public expectations for providing security and services, local
patronage networks will not only survive but will use their power to influ-
ence national programs and reform agendas. Government and foreign tol-
eration of regional bullies in the hope of maintaining stability takes a heavy
toll on local security. 

The 2005 parliamentary elections, held on a nonparty basis, led to the
emergence of a politically fragmented legislature. Elections provide the
opportunity for members of different political, ethnic, and regional inter-
est groups to wage their political fight peacefully in the parliament house
rather than on battlefields. However, the absence of organized political
blocs makes the parliament a wild card with a potential either to strengthen
or weaken the political process in Afghanistan. Lawmakers’ support of
national programs will add legitimacy to the process while their emphasis
on parochial and populist themes could impede government decisions on
reform and put the president at odds with the diverging interests of
Afghanistan’s international partners. The absence of strong political parties
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and the prevalence of shifting political alliances foster the survival of
patronage networks based on personal-client relationships. Government
wheeling and dealing with such a system hinders the development of state
institutions and impedes the emergence of a viable and service-oriented
administration. The absence of a ruling party tends to make the president
act as a “supreme khan.” Much depends on the nature of emerging politi-
cal caucuses and the effectiveness of mechanisms in place to enhance
understanding and cooperation between the executive and legislative
branches.

Removal of existing perceptional and managerial distance between
Kabul and the regions is essential for the defragmentation of administra-
tion. The key is to bring a balance between creating a strong and effective
central government and ensuring a level of decentralization to secure equal
distribution and participation. 

One of the challenges is the level of delegation of administrative and fis-
cal authorities to subnational government. The specter of “federalism” and
the lack of clear understanding about healthy decentralization methods
continue to hinder the developmental capacity of subnational government.
The staffing authority of subnational administration is constrained, and
Kabul’s limited ability to delegate resources has put subnational adminis-
tration on autopilot. Consequently, reform at the local level has been slow
and difficult. People in the provinces and districts hardly feel Kabul’s influ-
ence. Kabul needs to support the subnational government’s political role as
the sole representative of the central government and buttress its functional
role as service provider.

Expanding the central government’s legitimacy in the provinces would
require a reallocation of financial resources and the creation of a coordi-
nating body at the provincial level empowered to coordinate and organize
government and external resources for highly focused planning and the
implementation of development programs, projects, and activities. This
body will serve as the Provincial Planning and Development Council,
where top-down and bottom-up development meet. Chaired by the
provincial governor, the council should bring together all city and district
governors, representatives of the private sector, the chair of the appropria-
tion committee of the provincial council, all members of the parliament
from the province, heads of donor organizations and nongovernmental
organizations, and all heads of line ministries in the province. A similar
project is being pilot-tested in the Balkh province and is expected to be
extended to other northern provinces.
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Another key issue is the integration of formal, elected, and traditional
governing bodies—including maliks (village chiefs), khans and arbabs
(major landowners and tribal chiefs), ulema (religious figures), traditional
shuras (councils), and tribal jirgas. The establishment of elected bodies,
including the national assembly, provincial, district, and village councils
further crowds the political landscape. The state needs to coalesce the tra-
ditional, local, provincial, and national government bodies into an inte-
grated system of governance with clarity in the roles, links, power, and
resources of each element. Participation and inclusiveness lead to stability.

The Afghanistan Compact gives priority to “the coordinated establish-
ment in each province of functional institutions including civil adminis-
tration, police, prisons and judiciary.” Reforming the justice system is of
prime importance. The Compact aims to ensure “equal, fair and transpar-
ent access to justice based upon written codes with fair trials and enforce-
able verdicts.” Achievement of this goal hinges on a comprehensive “leg-
islative reform of the public and private sector, building the capacity of
judicial institutions and cadres, promoting human rights and legal aware-
ness and rehabilitating the judicial infrastructure.”39

The Compact also calls for the Afghan government to implement the
Action Plan on Peace, Justice and Reconciliation by 2008. The plan adopted
by the government in December 2005 envisions the promotion of peace, rec-
onciliation, justice, and rule of law in Afghanistan and the establishment of
a culture of accountability and respect for human rights.40 The move is seen
as a means of rebuilding trust among those whose lives were shattered by war,
reinforcing a shared sense of citizenship and a culture of tolerance. 

Counternarcotics 
The problem of drugs in Afghanistan is considered the single most chal-

lenging obstacle to long-term security and development.41 Afghanistan has
a relatively short history of opium production. Emerging as part of the war
economy in the 1980s, opium production soared in the past decade. The
country now produces about 90 percent of the world’s opium, and this in-
come constitutes a significant part of Afghanistan’s GDP. Most of the reve-
nue goes not to Afghan farmers but to traders and distributors outside
Afghanistan. Opium is not only an Afghan problem but also one of
regional and global dimensions. Fighting narcotics requires a joint national
and international effort.

The lessons learned during the past five years suggest that targeting traf-
fickers and traders has fewer negative impacts and does not require provision
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of alternative livelihoods. However, Afghanistan’s interdiction capacity is
limited, and the criminal justice sector responsible for processing drug-
related crime is not up to the challenge. While interim arrangements to
expedite the judicial process are made, the involvement of international
forces is needed to enhance the interdiction capacity. The ISAF has been
reluctant to get involved in the drug war. However, as a security assistance
force, it should play a role in counternarcotics operations that are security
related. ISAF’s role in targeting drug laboratories, opium stockpiles, and
trafficking routes not only helps Afghan counternarcotics efforts but also
curtails the flow of Afghan drugs to Europe.

Eradication without meaningful alternative livelihoods is not sustain-
able. Furthermore, eradication does not hold any promise for a near-term
solution, and forcible eradication can be counterproductive. Poverty and
eradication should be attacked simultaneously. Elimination of poppy cul-
tivation should be attempted through developmental approaches deter-
mined by the size of opium revenue in the country’s total GDP and not by
the acreage of destroyed poppy fields. The development of alternative
livelihoods is a key to achieving long-term counternarcotics goals. Alterna-
tive livelihood creation should be considered as the goal rather than the
means.

Given the multidimensional nature of opium production in Afghan-
istan, counternarcotics efforts should be mainstreamed into all aspects of
development: security, economic growth, and governance. There are no
quick and simple solutions. Destroying one-third of Afghanistan’s econ-
omy without undermining stability requires enormous resources, adminis-
trative capacity, and time. Attempts to simplify the problem in order to
make it manageable and appealing to donor countries’ domestic policies do
not lead to sustained progress. Only a comprehensive and holistic approach
will work.

Economic and Social Development 
Since 2002 Afghanistan has made remarkable progress in laying the

basis for the country’s recovery. But in spite of significant economic
growth, the country’s recovery is fragile and cannot be sustained without
prolonged international assistance. Available estimates suggest that by
March 2006, the Afghan economy had grown by more than 80 percent
since 2001.42 Much of the progress is attributable to foreign assistance and
the illegal drug economy.43 Afghanistan’s development index is among the
lowest in the world. The majority of the population suffers from multidi-
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mensional poverty including inadequate access to productive assets, social
and health services, and education.44 The challenge of economic develop-
ment in Afghanistan is a challenge of state building, where economic devel-
opment is closely linked to security and political reform. Recovery hinges
on the establishment of the rule of law and effective governance. Lack of
progress in one area hinders recovery in other sectors.

The Afghan government’s newly adopted Interim Afghanistan National
Development Strategy ( I-ANDS) is its overarching strategy for promoting
growth, generating wealth, and reducing poverty and vulnerability. The 
I-ANDS is a comprehensive development approach to build infrastruc-
ture; develop natural resources, agriculture, rural economies, human capi-
tal, social protection, economic governance, and the private sector; and
promote gender equality, international and regional cooperation, good
governance, the rule of law, and security.

The Afghanistan Compact is based on the I-ANDS and seeks interna-
tional support to pursue high rates of sustainable economic growth in order
to reduce hunger, poverty, and unemployment. It promotes the role and
potential of the private sector in tandem with the development of public
and nonprofit sectors. It also curbs the narcotics industry, creates macro-
economic stability, and restores and promotes the development of the
country’s human, social, and physical capital, thereby establishing a sound
basis for a new generation of leaders and professionals. Strengthening civil
society and reintegrating returnees, displaced persons, and former combat-
ants is another objective of the five-year plan.

The Afghan government also needs to widen its revenue base through
raising taxes and collecting state revenues in order to support institution
building and to meet the public demand for basic services. The Afghan
government is critically dependent on international funding for recurrent
costs. The country will need to secure guarantees from the donor countries
for predictable funding for the next five years in exchange for taking con-
crete measures to meet revenue targets. The long-term receipt of such a sig-
nificant level of foreign aid is highly uncertain and depends on the percep-
tions of the international community about the costs of Afghanistan’s
failure. It also hinges on Afghanistan’s progress in making political, eco-
nomic, security, and administrative reforms. 

Although a recent UN General Assembly resolution on Afghanistan
endorses the leadership of Afghanistan in the post-Bonn reconstruction
process, the UN has indicated that giving the Afghan government direct
control over funds provided by the international community depends on

02-7569-0 02  1/16/07  11:29 AM  Page 49



50 Ali A. Jalali

the development of Afghan government structures (which will take time).45

However, what is important is that funds are disbursed in accordance with
the priorities of the Afghan government, and that more transparency is
brought to all levels of international aid. The overhead costs of foreign
contractors who are awarded hefty reconstruction contracts are often
higher than the funds eventually spent in Afghanistan. Contractors often
make big money for low-quality work.

Fifty-seven percent of the Afghan population is under eighteen years of
age, with little opportunity for employment. As construction projects
boom, there is a shortage of indigenous skilled labor. Part of this labor is
currently provided by tens of thousands of foreign workers (mostly Pa-
kistanis and Iranians). No meaningful growth can be achieved without a
substantial investment in human capital development. Capacity building
in both the private and public sectors is essential for the emergence of an
effective civil service and a thriving private sector. 

The development of Afghanistan’s private sector is not only a key to its
economic growth but also a prerequisite for its active involvement in inter-
regional trade. A recent survey indicates that Afghan firms perform better
than comparable firms in neighboring Central Asian countries but lag in
productivity behind Pakistan, India, and China.46 Although new laws on
investment, taxation of income, and customs reforms have liberalized the
business environment, shortages of electricity, limited access to land, cor-
ruption, and issues concerning security, trade regulation, taxation, and
other infrastructure are serious impediments. While there are no quick and
simple solutions to these problems, removing the hurdles that deter domes-
tic entrepreneurs and foreign investors should be given top priority. 

Finally, fighting corruption is a major challenge facing the developmen-
tal process in Afghanistan. According to Transparency International,
Afghanistan ranks 117th among 159 countries surveyed for the Corrup-
tion Perceptions Index (CPI).47 Although Afghanistan is considered less
corrupt than most of its neighbors (including Pakistan, Tajikistan, Uzbek-
istan, Turkmenistan, and Russia) and thirty-eight other countries, corrup-
tion is a major obstacle in the way of reform and development. Afghanistan
planned to ratify the UN Convention against Corruption by the end of
2006 and adopt national legislation accordingly by the end of 2007. Set-
ting up a monitoring mechanism to oversee the implementation is sched-
uled by the end of 2008. There is no simple and quick answer to the prob-
lem. But making the right decisions on fighting poverty, offering better
salaries to law enforcement officers and civil servants, and adopting a zero
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tolerance policy for corrupt government officials can contribute to achiev-
ing long-term anticorruption goals. 

Regional Dynamics 
Afghanistan has long suffered from interference by neighboring and

regional states. Despite the presence of international military forces in Af-
ghanistan and the stated commitment of the United States, United King-
dom, and NATO to uphold the independence, territorial integrity, and sov-
ereignty of Afghanistan, the country is still vulnerable to neighbors’
influence, with the potential to spoil or promote Afghanistan’s develop-
ment. Stability hinges on Afghanistan’s integration into the region. Pro-
moting cooperation with neighbors and regional states in areas of common
interest will go a long way toward establishing stability, peace, and prosper-
ity in Afghanistan. One way to achieve this goal is to develop regional trade,
cultural ties, and a regionally integrated infrastructure between neighboring
Central and South Asian countries. Promoting regional cooperation to serve
the common interests of the people in the region could contribute to con-
fidence building, address long-standing political issues, and ease tensions. 

Although disadvantaged by its landlocked location, Afghanistan has tra-
ditionally capitalized on its role as a trade and transit bridge between Cen-
tral Asia, South Asia, and the Middle East. Extension of interregional eco-
nomic ties can revive Afghanistan’s historical role, contributing to its
economic recovery. Afghanistan’s recent inclusion in the South Asian Asso-
ciation for Regional Cooperation and the adoption of the “Kabul Declara-
tion” on regional cooperation at a twelve-nation conference can facilitate the
resurgence of Afghanistan as the hub of interregional economic exchange.48

Given the current diverging geopolitical perceptions in the region, neigh-
boring countries are not much interested in Afghanistan’s regional integra-
tion as long as they distrust regional security arrangements. Pakistan may
wish to keep its options open for intervention in case the United States fails
in Afghanistan. The U.S. strategic partnership with Afghanistan is also a
source of concern to Iran, which fears that Afghan territory might be used
against Iran’s interests. Iran has shown signs of adopting a flexible posture
regarding its relations with Afghanistan. In spite of its support for the peace
process, Tehran tends to reach out to certain groups in Afghanistan to build
client relationships inside the country. Finally, certain Central Asian gov-
ernments feel threatened by the U.S.-backed development of democracy in
Afghanistan, and such fears could facilitate wider Russian and Chinese
influence in the region. Thus, for viable regional integration to be achieved,
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there must be sustained bilateral and multilateral diplomatic efforts aimed
at building confidence among the regional states.

Conclusion 

Afghanistan finds itself at a crossroads. Continued international security
and economic assistance for at least ten to fifteen more years and sustained
domestic leadership for reform will enable the country to build on achieve-
ments made since 2002 and become a success story in the region. The other
option is to slide back into the difficult past of instability and tension. Given
the potentially devastating impact of a failed Afghan state in a globalizing
world, leaving Afghanistan to the latter fate can no longer be an option. 

The road map for midterm development is Afghanistan’s Interim Na-
tional Development Strategy that underpins the Afghanistan Compact. The
compact embodies a partnership between Afghanistan and the international
community for rebuilding Afghanistan. Its success depends on both parties’
fulfillment of their commitments. The goals and developmental bench-
marks set by the Afghanistan Compact are ambitious and extensive. How-
ever, only a comprehensive and fast response to a multiplicity of interlinked
challenges can move the country out of instability and economic desolation. 

The key to the development of democracy and prosperity in Afghan-
istan is to build a viable and capable state with a robust economy. The
Bonn process was dominated by an international agenda for security after
the overthrow of the Taliban regime and its al Qaeda allies. The Afghan-
istan Compact is based on an Afghan agenda for long-term development
leading to sustained peace and stability. It is closely linked to continuous
monitoring of progress and introducing adjustments and course correction
when needed. The Bonn process required Afghanistan to meet certain
benchmarks toward democratic development. The succeeding process
should identify how the international community can support the imple-
mentation of an Afghan development strategy over the next five years.
Progress needs to be measured by the outcome and not by policies, pledges,
or even the level of investment.
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Immediately after the horrific acts of September 11, the
United States warned the Taliban, the ruling authority in

Afghanistan, to hand over Osama bin Laden or suffer the con-
sequences. The Taliban’s response was very clear: Osama is a
Muslim who has fought in the jihad against the Russians and to
surrender him would violate our code of hospitality. Hence, on
October 7, 2001, the United States and the Coalition forces
started their offensive against the Taliban and their guests.
Their aim was twofold—to destroy bin Laden’s training camps
and facilities and also to target the Taliban, with the presumed
goal of destroying their morale and effecting their disintegra-
tion. This strategy was effective in destroying the camps where
thousands of jihadists were trained; however, large numbers of
al Qaeda members fled to neighboring Pakistan and Iran. The
few battles that took place were between the allied forces,
accompanied by various Afghan militias, and the hard-core
extremists. The Taliban dispersed into villages and residential
areas where they disappeared, chameleon-like, into the popula-
tion. Within weeks, major Afghan cities such as Mazar-e Sharif
and Herat fell, leading to the surrender of the capital, Kabul, on
November 13, 2001. 
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The U.S. Operation Enduring Freedom toppled the Taliban regime in
2002. While much work remains, several surveys indicate that the overall
conditions of the Afghan people appear to have improved and may actually
exceed the conditions of the prewar period two decades ago.1 A recent poll
conducted by the U.S. television network ABC indicates that Afghans gen-
erally believe their country is moving in the right direction, demonstrated
by the return of more than 3 million refugees. The country enjoys an
elected government and an enlightened constitution. Educational oppor-
tunities have expanded and schooling is provided for all children regardless
of gender.

Yet, the future success of Afghanistan is far from assured. Security
remains a concern in the daily lives of the average Afghan as the Taliban, al
Qaeda, and Hizb-e Islami continue to regroup and undertake terrorist
attacks throughout the South and the Southeast of Afghanistan. They are
learning and emulating tactics of other groups, especially the ones prac-
ticed in Iraq. In 2005, 85 American soldiers and over 1,500 individuals,
including NGO workers, religious leaders, international officers, and gov-
ernment officials, were killed by means common to Iraq. 

The United States has around 20,000 soldiers conducting combat oper-
ations against al Qaeda throughout the country. The NATO-led Interna-
tional Security Assistance Force (ISAF) of 10,000 was initially deployed to
Kabul. The ISAF increased to about 20,000, and its mandate expanded to
include the volatile South in 2006. Both the U.S. and NATO’s efforts to
bring security have not been very encouraging as the numbers of terrorist
attacks have increased. Key leaders of the Taliban and al Qaeda, such as
Mullah Mohammed Omar, Mullah Dadullah, and Osama bin Laden, are
still at large and are routinely providing inspiration and motivation to their
foot soldiers through modern means of communications. 

The forces of Golbuddin Hekmatyar, head of Hizb-e Islami, and Mul-
lah Jalaludin Haqani, former commander and a minister during the Tal-
iban government, have joined the battle against the Coalition and Afghan
security forces. They are known to have been operating within the porous
border areas of Afghanistan-Pakistan in the provinces of Kunar, Paktia,
Paktika, and Khost. They are also receiving crucial assistance from entities
in Pakistan and parts of the Muslim world that are sympathetic to their
extremist cause. 

The objective of these groups is clear—to deter the deployment of inter-
national forces in the peacekeeping mission and eventually force the
United States and the Coalition to withdraw from the country. The tactics
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to implement this strategy are deadly and include improvised explosive
devices and suicide attacks on civilians. Of the suicide attacks that have
taken place, two-thirds have been conducted since summer 2005. 

The goal of preventing Afghanistan from becoming a terrorist haven,
once again, rests on a number of elements: the Afghan security apparatus
and whether it will be able to deal with the terrorist attacks and the boom-
ing drug trade that underpins its financial sources; the international com-
munity’s commitment to the cause of Afghanistan; Coalition forces’ ability
to apply political means rather than military power vis-à-vis “heavy-handed
tactics”; the role of external actors, and, in particular Pakistan, which has a
history of interference in Afghan affairs. Finally, a consolidated and proac-
tive legislation policy will act as both a preventative and prosecutorial strat-
egy in relation to the broader struggle. 

Historical Setting 

The dominant factor in Afghanistan’s recent history is continuous war
since 1978.2 This cycle of violence can be categorized in four unique stages:
first, the Soviet invasion and the mujahideen resistance (1979–1989); sec-
ond, the very destructive civil war among the mujahideen (1989–1994);
third, the marriage of convenience between the Taliban and the Salafi
jihadist group al Qaeda, subsequently leading to the September 11 attacks
(1994–2001); and finally, the Taliban acting as a terrorist-militant group
against the Afghan government and the Coalition forces (2002 onward). 

In 1989, after a decade of war, the Soviet Union withdrew all of its
troops, “condemning Afghanistan to a civil war that tore apart the nation’s
last remnants of religious, ethnic and political unity.”3 A culture of inter-
national neglect followed and contributed to the condition of postwar
Afghanistan. Instead of uniting themselves and striving toward recon-
struction of the country, the mujahideen—who defeated the Soviets—
withdrew from this vacillating situation and engaged in armed conflict
among themselves in competition for economic and social influence. The
regrettable result was a period of immense social distress for the populace. 

The Taliban, who drew much of their strength from the general disillu-
sionment of the mujahideen, gained in popularity by presenting them-
selves as a viable and constructive political alternative since within weeks
they had restored security in southern provinces.4 They were not, however,
a new phenomenon to Afghanistan. Participation of talibs and mullahs has
been a constant feature of jihad in Afghanistan against any foreign invasion
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for a hundred years. They have been a component of the religious estab-
lishment and have always lived in the shadow of other military, political,
and economic groups. Mullah Shor Bazar, an Afghan fighter known for
inflicting heavy losses on the British during the third Anglo-Afghan war of
1919, was also a talib, as were Mirwais Khan Hotaki and Mullah Mushki
Alam, who also fought against the British occupation of Afghanistan.5

During the Afghan-Soviet war and the subsequent war against the com-
munist regime, the talibs and the mullahs fought under the banner of a
variety of mujahideen groups and not as an organized movement. The
majority fought under the Harakat-e-Inqilabi, led by Maulawi Moham-
med Nabi Mohammedi, and the Yunus Khalis faction of Hizb-e Islami.
After the fall of Kabul in 1992 and the establishment of a new government
by mujahideen leaders, most of the talibs and mullahs went back to their
madrassas to continue their study and teaching.

When they reappeared again as a military force, the majority of Afghans
supported them since the broad Taliban objectives for Afghanistan were

—to end the conflict between rival mujahideen groups that continued
to disintegrate the country and cause lawlessness;

—to unite the people under one central government;
—to restore peace and security for the population and protect their

rights and liberties;
—to end the corruption by various parties and establish a credible and

accountable government;
—to disarm the population from weapons that were abundant after the

Afghan-Soviet war;
—to enforce sharia (Islamic law), establish the Islamic state, and pre-

serve the Islamic character of Afghanistan; and
—to rebuild war-torn Afghanistan.6

Drawing from popular sentiment, the Interior Ministry of Pakistan, led
by Nasrullah Babar, decided to further promote the Taliban and provide
assistance. Pakistan has always supported various mujahideen groups for its
own interests. During the resistance against the Soviets, the resources and
funds coming from the United States and Saudi Arabia were channeled
through the Pakistani intelligence establishment, Interservices Intelligence,
which nurtured groups that were pro-Pakistan and extremist in their out-
look. On this particular occasion, Pakistan sought political guarantees and
found them in a group that appeared to seek stability and thus provide for
secure conditions for trade with newly independent states in the north.
Another element behind the Taliban emergence was Jamiat-e-Ulema Islam
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(JUI), a Pakistani religious party led by Maulana Fazlur Rahman. The orga-
nization was responsible for running many madrassas.7 Shortly thereafter,
the Taliban forces advanced through Afghanistan, equipped with tanks,
armed personnel carriers, artillery, and even aircraft. Their numbers rapidly
expanded, and within a matter of six months, they had mobilized over
20,000 men. Most of them were given permission to come from Pakistan—
many were from Pakistan—and their basic training took place in camps not
only within Afghanistan but also on the Pakistan side of the border. 

Financially, the Taliban were supported by many elements—Saudi Ara-
bia and the wealthy Arabs throughout the Middle East were major con-
tributors to the cause as they were keen on seeing a doctrine similar to
Wahhabism spread across Central Asia. The Taliban were also able to gen-
erate funds from tolls on transport and the drug trade, which had started
to generate major profits. Lastly, Pakistan provided millions in aid and at
times even paid the salaries of the government officials.8

The role of Osama bin Laden and his group deserves recognition
because they played a significant role in the maturation of the Taliban. The
international community, led by the United States and Britain, forced the
Sudan to expel bin Laden, as he was becoming a recognizable threat. As a
result of the pressure, in mid-1996, bin Laden and his inner circle came
back to Afghanistan, where they had already established an infrastructure,
a legacy of the jihad against the Russians. Mullah Omar welcomed them
and praised bin Laden for his contribution toward the jihad.

Analyzing the details of the relationship between the Taliban and al
Qaeda is beyond the scope of this chapter, but the Taliban provided secu-
rity and a sanctuary for al Qaeda where they trained thousands of recruits,
established a state-of-the-art network, and planned various operations,
including September 11. Al Qaeda’s support came in several forms: they
provided much needed financial resources, trained Taliban fighters in their
conflict with the opposition in the north, and mobilized the well-trained
055 Brigade (a group of 500 to 1,000 Arab fighters) for key battles. Most
importantly, al Qaeda ideologically influenced the Taliban leadership,
which in many ways resulted in their extreme vision. 

By late 1997 the Taliban had imposed their ultrapurist version of Islam
on much of the country.9 Couples were stoned to death if caught in adul-
tery; thousands of widows were banned from employment; schools and
colleges were closed to girls; men were not allowed to shave or trim their
beards; TV, music, soccer, and women wearing white socks were all
banned. The Religious Police Force enforced these edicts fervently. As the
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societal and cultural restrictions expanded, the support the Taliban once
enjoyed evaporated, and Afghans sought to remove their children from the
scene in order to evade conscription into the front-line action against the
Northern Alliance. The vile treatment of the average Afghan continued
until the attacks of September 11.

Structure of the Taliban 

During their reign in power, only three countries, Pakistan, Saudi Arabia,
and the United Arab Emirates recognized the Taliban as a sovereign gov-
ernment. At its strongest, the Taliban forces were never more than 25,000
to 30,000 men. At the early phases of the movement, the Taliban com-
mand structure was based on the following four components (figure 3-1):

—Amir ul-Mumineen (Commander of the Faithful) was the title given
to Mullah Omar as the Head of State of Afghanistan and the Supreme
Leader of the Taliban.

—The Supreme Shura was the highest decisionmaking body of the Tal-
iban. It functioned as an interim ruling council. It had ten members and was
based in Kandahar. Mullah Omar’s friends and colleagues dominated the
Shura. The original Shura was made up of these members, but military com-
manders, tribal leaders, elders, and the ulema (religious leaders) also took
part in Supreme Shura meetings. The decisionmaking process remained
loose and amorphous with as many as fifty people often taking part.

—The Military Shura was a loose body that planned strategy and imple-
mented tactical decisions; however, it appears to have had no strategic deci-
sionmaking or enforcement authority. Military strategy, all key appoint-
ments, and the allocation of funds were decided upon by Mullah Omar.

—The Kabul Shura dealt with the day-to-day operation of the govern-
ment, the city, and the Kabul front against the Northern Alliance. Important
issues were conveyed to the Supreme Shura, which then made decisions.

With time the leadership became more centralized and Mullah Omar
took charge of issuing orders. He had four sets of very close advisors: the
very few conservative Afghan clerics that shared his view, bin Laden and his
top leadership, the Pakistani intelligence who served a military advisory
role, and the religious body led by Maulana Fazlur Rahman and Niza-
mudin Shamzi. 

The military campaign against the Taliban, led by U.S. general Tommy
Franks, was initially dubbed Operation Infinite Justice but quickly renamed
Operation Enduring Freedom, due to perceived religious connotations of
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the former. The U.S. forces with their overwhelming mobile firepower
achieved two very important objectives. First, they killed or captured a sig-
nificant percentage of the Taliban leadership from the Supreme Shura, Mil-
itary Shura, and the Kabul Shura. The detainees were secured at Bagram Air
Base and the naval base at Guantanamo Bay. The Taliban began losing the
ability to coordinate, and their morale began to sink. The rest of the lead-
ership was either on the run or hiding in neighboring countries. Mullah
Omar himself, after hearing the devastation brought upon the others, left
his stronghold of Kandahar and still remains at large. The leadership of the
Taliban was in disarray and the structure that once existed vanished.

Second, U.S. firepower destroyed the terrorist raining camps. The Tal-
iban and al Qaeda had established many terrorist camps in Afghanistan with
very specific objectives in mind. Training infrastructure has always been an
essential ingredient of terrorist organizations, providing its cadre with capa-
bility for armament use and much needed indoctrination to sustain the ide-
ology that drives the members to action.10 One of the most important
camps was the Darunta complex, which was located about eight miles from
the eastern city of Jalalabad. Inside, there were four subcamps: Abu Khabab
camp, where intelligence sources say chemicals and explosives were stored
and terrorists were trained on how to use them to produce the most casual-
ties; Assadalah Abdul Rahman camp, operated by the son of blind cleric

Figure 3-1. Taliban Command Structure
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Omar Abdul Rahman—currently in jail in the U.S. for plotting to blow up
the World Trade Center in 1993; Hizbi Islami camp, operated by a group
of Pakistani extremists fighting in Kashmir; and lastly the Taliban camp,
where religious militias were trained and indoctrinated to fight the North-
ern Alliance. The Tomahawk cruise missiles and the 15,000-pound daisy
cutter bombs, coupled with AC-130 gunships, made the “terrorist universi-
ties” evaporate. Not only Darunta but also all the other camps and facilities
that al Qaeda and the Taliban were using to recruit and train future fighters
were destroyed.

Many experts allege that because of U.S. military might, the Taliban
fighters and al Qaeda members established sanctuaries in major Pakistani
cities and among tribal protectors in Pakistan and Afghanistan. Though
the Taliban did stay quiet for some time to recover their losses, they grad-
ually began launching cross-border attacks on nongovernmental organiza-
tion (NGO) workers and civil servants. Today, they act as a terrorist group
and have gained significant momentum attacking U.S. convoys and
Afghan military personnel. They are clearly a much more sophisticated
group than they once were.

A New Lethal Strategy 

The Taliban’s reemergence as a more sophisticated group rests on several
factors: the reestablishment of their logistics and support from the outside,
the return of foreign fighters, and financial support through the lucrative
narcotics trade. The Taliban operates as a number of scattered, decentral-
ized terrorist groups or cells that number between five and twenty-five
men, each regularly crossing the border from their sanctuaries to attack
their targets. The new outlook has allowed the Taliban to operate in a
mobile manner and at times even capture small districts, illustrating their
organizational abilities. 

In view of the early setbacks in their military operations against the
Coalition forces, the Taliban realized that they could not face the U.S. mil-
itary with “force on force,” so they shifted their strategy toward a strategic
defensive posture by attacking “soft targets,” such as aid workers, govern-
ment employees, and civilians. They also targeted Afghans who openly
criticized their actions and supported the recently installed government of
President Hamid Karzai. The new strategy was effective as the UN and
major international organizations, including the International Committee
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of the Red Cross, scaled back their operations in the south and southeast,
depriving approximately one-third of the population of much-needed
development assistance. Security concerns led Médecins Sans Frontières
(Doctors Without Borders) to abandon their mission even though they
had operated in Afghanistan for over two decades.11 With the retreat of
these vital social services, the citizens of the south and southeast grew dis-
tressed by the new administration, specifically because their basic needs,
such as health care, were not being met.

In the immediate aftermath of September 11, pressure from the United
States forced many of the proponents and supporters of the Taliban to
abandon their ties and to support the war on terror instead. However, the
Taliban has subsequently regained military training, financial support, and
weapons from individuals and even entities that had supported them ear-
lier and again wanted to exert their influence in the region by destabilizing
the country. The Taliban’s goal is to overthrow the perceived occupation
and revert to their original ruling objectives. With time many of the restric-
tions that bridled foreign individuals and entities from engaging in ties
with the Taliban grew soft, providing room to operate. Afghan intelligence
seems to believe that since 2004, several camps were established just across
the border of Afghanistan where many Taliban were trained and taught
insurgency skills.12

Al Qaeda also became active in the region with the appointment of two
of its most able commanders to Afghanistan. In particular, Khalid Habib, a
Moroccan who led a group of foreign fighters and fought with the Taliban,
was put in charge of the southeastern part of Afghanistan. Abd al Hadi
Iraqi, a respected commander who fought against the Northern Alliance in
Takhar province, was in charge of southwestern provinces. Specifically, these
commanders seek to demonstrate the utter failure of the U.S. campaign in
Afghanistan, beginning with the southeastern and southwestern areas and
moving forward from these models of al Qaeda’s success. An Afghan source
close to the Taliban said, “The Taliban have divided up into groups . . . and
in each unit there is a member of al Qaeda from Pakistan or an Arab, who
teaches them tactics developed in Iraq.”13 Many seem to believe that mem-
bers of the Taliban have gone to Iraq and trained with the insurgency, and
many fighters from Iraq have come back to Afghanistan to assist the Taliban
against the U.S.-led Coalition.14 As a result of these factors, the Taliban and
al Qaeda initiated an offensive posture by attacking U.S. bases and ambush-
ing American convoys and patrols as well as Afghan national forces that
were working with the Coalition. The transfer of knowledge from Iraq and
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resources and training from the outside provided new levels of sophistica-
tion to their operation and planning capability.

The Taliban’s tactics have clearly improved. In the past the Taliban’s mil-
itary skills were rudimentary, but they have learned to work more closely
with foreign fighters and other outside assistance; they are capable of coor-
dinating attacks as well as executing other tactically challenging actions.
This capacity is no doubt the result of the aforementioned training they
have received from foreign fighters with experience in Iraq. 

The increasing technical sophistication is illustrated by their use of
improvised explosive devises (IEDs). The IEDs are very powerful and can
destroy the most well protected tanks, Humvees, and jeeps. Taliban fight-
ers are also able to use advanced triggering devices that allow them to set off
IEDs at the time of their choosing to hit a particular target. 

There have also been a number of beheadings similar to those in Iraq.
While the number remains small, it is a dangerous escalation, designed to
increase the terror within the local and foreign population in the country.
This latter group was most recently targeted when Ramankutty Maniyap-
pan, a driver with the Indian state-run Border Roads Organisation, was
kidnapped and later beheaded. Border Roads was warned by the Taliban to
leave the country and stop the road project with which they were assisting.
The Indian government did not comply and afterwards called the killing
“inhuman and barbaric.”15

The Taliban have been attempting to link with the larger jihadi com-
munity. On December 25, 2005, they posted a video of the decapitation
of an Afghan hostage on al Qaeda–linked websites. This video was the first
ever published to show the beheading of an Afghan hostage in the hands of
a terrorist cell. In what appeared to be a forced confession, Saeed Allah
Khan, a resident of Khost province stated, “I worked as a spy for the Amer-
icans along with four other people. The group received $45,000 dollars
and my share is $7,000 dollars.” This video demonstrated how the practice
of decapitation, initiated by Abu Musab al-Zarqawi, leader of Tawhid wal
Jihad in Iraq, had reached Afghanistan.

More significantly, the Taliban and foreign fighters have introduced a
new arsenal in their protracted war—suicide bombing (see box 3-1).
Before September 11 this weapon was unknown in Afghanistan’s long his-
tory of conflict, but it has gained a rapid foothold. Many Afghans allege
that suicide attacks are carried out by foreign fighters because the phe-
nomenon is alien to Afghan culture and the brand of Islam that they prac-
tice. Before his arrest by Pakistani authorities, Mullah Latifullah Hakimi,
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Box 3-1. Major Suicide Attacks in Afghanistan 
since the Fall of the Taliban in Late 2001to Early 2006

June 7, 2003—A taxi explodes near a bus carrying German peacekeepers
on their way to Kabul airport to fly home, killing four soldiers and an
Afghan.

December 29, 2003—Five Afghan security officers are killed when a man
they arrested blows himself up in Kabul.

January 27, 2004—A man with mortar rounds hidden under his clothes
blows himself up in Kabul, killing a Canadian soldier and an Afghan.

January 28, 2004—A bomber in a taxi blows himself up near a NATO
peacekeeping vehicle in Kabul, killing a British soldier.

May 8, 2005—A militant kills a UN worker from Burma and an Afghan
in an attack on an Internet café in Kabul.

June 1, 2005—A suspected al Qaeda fighter detonates explosives strapped
to his body in a mosque in Kandahar, killing twenty worshippers.

September 28, 2005—A militant on a motorbike kills nine Afghan sol-
diers when he blows himself up outside an army training center in Kabul.

October 10, 2005—Two suicide attackers explode bombs in Kandahar,
killing three people.

November 14, 2005—Twin suicide car bombings target NATO peace-
keepers in Kabul, killing a German soldier and eight Afghans.

December 16, 2005—A car bombing damages a Norwegian peacekeep-
ing vehicle near the national parliament building just days before the leg-
islature convenes.

January 5, 2006—A militant blows himself up in Tirin Kot during a
supposedly secret visit by the U.S. ambassador, killing ten Afghans.

January 15, 2006—A car bomb slams into a Canadian military convoy
in Kandahar, killing two passersby and a senior Canadian diplomat.

January 16, 2006—A man on a motorbike detonates explosives strapped
to his body near a crowd watching a wrestling match in the border town
of Spinboldak, killing twenty-one people.
February 7, 2006—A suicide bomber killed thirteen people and
wounded thirteen when he set off explosives outside the police head-
quarters in the southern Afghan city of Kandahar.

Author’s data based on field research or major news publications.
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the Taliban spokesperson, warned that forty-five more suicide attackers
were awaiting orders to strike. His prediction came true when, during the
months of October and November 2005 alone, there were eight attacks,
including one in the heart of the capital, in front of the army training cen-
ter, that killed nine people and injured hundreds.

The Taliban’s Media Strategy 
While the Taliban were in power, they were considered to be a very con-

servative entity because they banned music, television, and even photogra-
phy. Countless individuals were beaten and jailed for taking pictures or even
for possessing a camera. Those same Taliban now utilize advanced technol-
ogy in order to promote their views. The Taliban have established a media
committee that is responsible for propaganda and producing their version of
the news. They are constantly in touch with major radio stations like the
BBC and others for news updates. One of the Taliban commanders, Mul-
lah Osmani, even gave a television interview to the privately funded Pak-
istani television station GEO, where he praised his leader, Mullah Omar,
and the success of the Taliban movement. Ismail, another commander of
the Taliban, gave two interviews to NBC news describing the lethal attack
that took the lives of several U.S. Special Forces operatives during Operation
Red Wing.16 Their most surprising evolution came when they joined the
information superhighway and started to post their videos and magazines
online. Today, many of their fancy videos, depicting their battles against
the Coalition forces, can be seen over the thousands of jihadist websites.
There are many websites, e-mail lists, and chat rooms that constantly
encourage Muslims to join the Taliban in their battle against the infidel. 

The Taliban’s engagement with the various media channels has five main
objectives: propaganda, recruitment, indoctrination, funding, and psycho-
logical warfare. The Taliban are preaching a message similar to that of
Osama bin Laden: Islam is under attack and it is the duty of all Muslims
to defend the lands of Islam. In a Taliban video entitled “War of the
Oppressed,” a Taliban member refers to the various places where Muslims
are suffering and under duress by saying, “Look at our Muslim brothers
that are suffering in Iraq, Palestine, Kashmir, and Chechnya from the
hands of the infidels.”17

Narcotics 
In 2004 cultivation of the opium poppy had more than tripled to

510,000 acres, which meant that Afghanistan produced 90 percent of the
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world’s opium. In a presidential report presented to Congress, Secretary of
State Condoleezza Rice estimated “Afghanistan’s current annual opium
production at 5,445 tons, some 17 times more than second-place Myan-
mar.”18 While most of the drugs end up on the streets of Europe and Rus-
sia as heroin, the sale of opium also “supports terrorist groups,” said a top
UN official.19

While this fact may be alarming, the wider issue is not without prece-
dent. For decades leftist insurgent groups in Colombia, principally the
Revolutionary Armed Forces of Colombia, and right-wing paramilitaries
have been financed largely by that country’s cocaine trade. Some estimate
the annual revenue that streams from the Afghan drug industry to be
worth $2.6 billion—the Taliban clearly shares in the profits. Afghan gov-
ernment reports have shown that the Taliban has used the funds generated
from the drugs to pay their new recruits and procure weapons.

Until very recently the United States paid scant attention to the drug
issue in Afghanistan, as it was engaged in its own battle with Colombians.
The United States had delegated the issue to the British, whose experience
was perhaps only minimally sufficient. Only in 2005, with the backing of
the Department of Defense, did the State Department develop a five-point
plan designed to promote alternative crops for poppy farmers and to
enhance efforts in eradication and interdiction of heroin labs and storage
facilities. Both the Bush administration and the U.S. Congress supported
the plan and authorized $780 million to implement and enforce it. The
Afghan government has also taken major initiatives such as establishing
the Counter Narcotics Ministry and Counter Narcotics Police to deal with
the nexus of the Taliban and drugs.20

Although the governments of both the United States and Afghanistan
agree on the notion that narcotics are associated with terrorist growth activ-
ity, nonetheless, the actual structure of this connection and its internal
mechanisms are not yet clearly mapped. As a result, severing this relation-
ship has proven to be an arduous task, especially as the Taliban gain deeper
control of drug-infested areas in the south. 

Afghan Security Institutions 

Before the formation of the Afghan Interim Authority (AIA) in December
2001, most Afghan state institutions were paralyzed due to the two decades
of brutal war. While state bureaucracy may have existed throughout the
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years, there was hardly any functionality. The problem was further exacer-
bated by the lack of qualified Afghans, who had migrated to the West or to
neighboring countries. According to the United Nations, over one-fifth of
Afghanistan’s population of 25 million became refugees during the conflict. 

When the AIA was given its six-month mandate to govern, it basically
inherited institutions with no execution capability. The massive brain drain
confronting AIA increased the grand challenge of state building. The Bonn
agreement signed between the Afghans and the United Nations called upon
the Security Council to deploy an international force to Kabul and eventu-
ally to other areas.21 It was also decided that the international community
would help the Afghans establish new security forces, which would consist
of an army under the Ministry of Defense, a police force under the Ministry
of Interior, and an intelligence service, the National Directorate of Security,
an independent body that would report directly to the president. Most of
the mentioned institutions were barely in existence or in the process of
being established and therefore did not have the ability to execute what they
were tasked to enforce. Thus, when the insurgency gained momentum, the
efforts to counteract these trends were minimally effective at best.

Afghan National Army 
Throughout modern Afghan history, the Afghan National Army (ANA)

has been the backbone of Afghan security. Although it was mostly devoted
to the government, it dealt mainly with revolts and major crises. Since its
inception in the early 1900s, the ANA was considered a national institu-
tion. When the mujahideen took over Kabul in 1992, their first move was
to dismantle the ANA for their own private militias. The mujahideen were
under the impression that their forces would fill the vacuum of state power,
but that was not the case. Instead of providing security to the Afghans, var-
ious militias started to fight with one another, and many cities were turned
into ruins. 

The new ANA is being trained by the United States with help from
Britain and France. It started slowly due to recruitment challenges but had
reached over 35,000 soldiers as of 2006 and is continuously growing. Dur-
ing its early training, the ANA was deployed full time only to the central
garrison in Kabul, with mobile units occasionally going to the provinces.
But, in response to recruitment problems and the serious Taliban attacks,
the strategy changed. The ANA has been permanently deployed to four
major regional military garrisons where they work to recruit new soldiers
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and gain a stronghold against the Taliban. On a routine basis, the ANA is
embedded within the Coalition forces that engage the enemy. The ANA is
gaining a great deal of experience that will contribute to its ability to deal
effectively with counterinsurgency in the future. 

Afghan National Police 
The concept of policing is still new in most parts of Afghanistan as villages,

where most of Afghanistan’s population traditionally lived, provided their own
security. If and when there was a conflict, the village leadership resolved it
through the local mechanism of a shura (council). In some cases the tribal
elders established a system where the Pashtunwali code of honor was used;
consequently, there was no such thing as local or community policing. 

Currently, Germany has taken over the job of training the Afghan
National Police with the support of many Coalition partners, including the
United States. They have established eight different regional centers where
future officers from specific provinces and districts can be recruited. The
efforts of Germany, the United States, and others have trained over 50,000
police officers who are engaged in efforts to further stabilize the country.
The training provided to the police officers spans several weeks in duration
and does not offer the wide-ranging skills needed to defuse effectively the
threat posed by insurgent and criminal groups. Thus far, the Afghan
National Police have been deployed to address a variety of operations
including landmark occasions such as presidential and parliamentary elec-
tions to ensure against attacks and disruption, in provinces where warlords
are in conflict with each other, and in battles with the Taliban, who at
times attack and hold government checkpoints.

National Directorate of Security 
Afghanistan’s intelligence service—Khotwali—was given a new name

and a new outlook by the KGB in the 1970s. During the communist era,
most of the ruthless comrades were appointed to the State Information
Service, and they were responsible for killing over 200,000 Afghans during
the Russian invasion. In the late 1990s, mujahideen took over but were not
able to establish any significant reform. After the fall of the Taliban, the
United States, with the support of its Central Intelligence Agency, em-
barked on establishing a professional intelligence service. Most of the top
leadership was removed and replaced with new cadres who were politically
neutral. President Karzai appointed a new director of the National Direc-
torate of Security who has also introduced new personnel and reforms. 
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The most needed change that has yet to occur in the Afghan intelligence
community is the shift in thinking from internal to external. The KGB had
trained Afghan intelligence to spy on their politicians, activists, and oppo-
sition. But at present, the immediate threat Afghanistan faces is from ter-
rorist groups like the Taliban and al Qaeda, who are constantly planning
and carrying out new attacks. Another eminent threat is the drug lords,
who are generating financial support for the terrorists to conduct their
activities.

The terrorist networks that were established throughout the years in the
cities and rural areas by members of the various groups have not been infil-
trated by the NDS. On June 1, 2005, a suicide attack on a mosque killed
over nineteen people and injured more than fifty. Prior to this attack, there
was intelligence that foreign fighters had entered the southern city of Kan-
dahar; unfortunately, the human intelligence was not sufficiently devel-
oped to identify the attackers and their affiliates or to detect specific targets.
The terrorist was reported to be of Arab origin, but the local support and
assistance to this attacker in terms of target identification and location had
been provided by the Taliban network. The “handler” of the terrorist was
never brought to justice.

Foreign Troops and Cultural Blunders: A Major Liability 

On October 1, 2005, Stephen Dupont, a cameraman and freelance jour-
nalist, shot the following footage while he was embedded with the U.S.
Army’s 173rd Airborne Brigade: five U.S. soldiers in light-colored military
fatigues standing near a bonfire in which two Taliban bodies lay side by
side. This incident, which took place in the southern part of the country,
raised countless complaints about the soldiers’ behavior, especially since
Islamic belief prohibits cremation. Many wanted to punish the soldiers for
their carelessness, but after an investigation, the soldiers involved were
given reprimands and did not face prosecution. The report said that the
incident was not criminal but illustrated poor judgment and a lack of
knowledge of Afghan culture. The Afghan government stated that the U.S.
military has been “very lenient” in punishing American soldiers for burn-
ing the bodies. “The burning of the bodies is against our Islamic and
Afghan traditions. It is totally unacceptable, and it should not be repeated
by any means under any circumstances again.”22 Afghan religious leaders
also criticized the findings. “These soldiers should be severely punished,”
said Khair Mohammed, a senior cleric in Kandahar. “Foreign soldiers in
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Afghanistan must respect our religion. If they continue to do things like
this, every Muslim will be against them.” In fact, local popular opinion has
swayed as a result of such instances. “Continued violation of human rights
by U.S. military in Afghanistan would change the minds of Afghans in
favor of Taliban as they did not expect rights violation from the U.S. mil-
itary when they respect them as their liberators,” an Afghan tribal leader
stated. “It took the Russians ten years, 120,000 soldiers, and they still were
not able to dominate us, but we are working with the Americans who are
still not respecting our culture,” another Afghan villager noted.

Many experts agree on the notion that what injects political oxygen into
the terrorist campaigns is the security force that reacts with extreme mea-
sures. In the case of Afghanistan, the notion stands correct. A recent survey
conducted by an American academic states that the number of Afghan
civilians killed by U.S. bombs has surpassed the death toll of the Septem-
ber 11 attacks.23 Nearly 3,800 Afghan civilians have died since the conflict
started. Targets have been clinics, wedding parties, and groups of tribal
elders traveling to attend official business.24 In addition, “U.S. soldiers rou-
tinely conduct search operations without the permission of the village
elders, and they further lose our goodwill.”25 There have also been count-
less cases where male soldiers have entered houses and frisked women when
relatives were not present. 

There are reports indicating that at least two Afghans have died at the
U.S. military detention center in Bagram Air Base, and several others have
been beaten and tortured. Many Afghans do not expect such behavior from
the U.S. military in Afghanistan because they were responsible for putting
an end to the brutal regime of the Taliban and their harsh restrictions.
“The reason why [the] U.S. military was so successful during its battles
with the Taliban and al Qaeda [Operation Enduring Freedom] was due in
great part to the fact that Afghans wanted them to succeed, and we sup-
ported them in every way possible.”26

The Taliban and their radical elements have constantly capitalized on
incidents such as burning bodies, torturing prisoners, and cultural inepti-
tude to exploit the situation for their own propaganda in order to mobilize
local support. The Taliban have stated on numerous occasions that the
“U.S. military powers do not value Afghan life.” The central government
of Afghanistan has responded by stating that U.S. troops present in Af-
ghanistan should respect Afghan culture, and those who violate the culture
should be punished. Dealing with the Taliban will require more than just
military effort on the part of the soldiers—social, economic, and political
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measures have to be part of the broader approach. The best course of action
for the U.S. coalition and Afghan forces is to apply minimum force and to
“avoid a firepower-heavy operational strategy that is likely to cause signifi-
cant civilian casualties, despite the ‘smartness’ of one’s high technology.”27

The Role of Pakistan 

President George W. Bush has constantly reiterated one of the major suc-
cess stories in the war on terror, that the United States has captured and
killed over seventy percent of al Qaeda’s leadership. It is actually with the
support of General Pervez Musharraf, president of Pakistan, and his Inter-
services Intelligence Agency that individuals like Khalid Sheikh Moham-
med, Abu Faraj al Libbi, and Abu Zubaydah were apprehended inside
major cities in Pakistan. Many would argue that Pakistan is an invaluable
ally in the war on terror, yet others contend that “aid has been frustratingly
selective” because the Pakistani authorities have not captured many high-
ranking officials even though there are many reports that they live in the
major cities of Pakistan.28

Since March 2005 the Taliban have gathered momentum, and they are
attacking with sophisticated weapons in several regions of Afghanistan that
border Pakistan. As a result, many American soldiers and hundreds of
Afghans have been killed. Most Afghan and even Pakistani politicians are
convinced that the infiltrators are “coming from Pakistani training
camps.”29 One of the most respected Pakistani journalists recently reported
that “at least some training camps that were closed on Musharraf ’s orders
have been reopened.”30

The Slow Pace of Development 

After September 11 Afghanistan became the main focus of the interna-
tional community once again. Almost everyone felt sympathetic to the
Afghan nation that had suffered three decades of war and destruction, and
the Afghans themselves had very high expectations for help from the inter-
national community. The UN estimated that a minimum of $10 billion
was needed over five years, with $15 billion needed over a decade, while
Afghan officials put the figure between $25 and $35 billion over a decade.
The International Conference on Reconstruction Aid for Afghanistan,
held in Tokyo in early 2002, ended with just $4.5 billion in grants and
loans pledged toward rebuilding the war-ravaged country.31 The money
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that was paid toward rebuilding Afghanistan was mostly dispersed through
international organizations and the NGO community, which comprises
over 3,000 entities. The express decision not to allocate funds to the cen-
tral government but rather to invigorate a parallel institution that provides
social services “undermines the goal of state building and erecting institu-
tions of governance,” according to Ashraf Ghani Ahmadzai, former Afghan
minister of finance. Many Afghans became disappointed with the recon-
struction efforts, and they believed “the money goes to Westerners [work-
ing for nongovernmental organizations and aid groups] and is taken out of
this country . . . the Afghans are still poor and jobless.”32 Furthermore, the
NGO efforts are mostly focused in and around Kabul, the capital of
Afghanistan. Coordination of services provided by the NGO community
has also posed a challenge in that the goals of the NGOs are not defined,
nor are they required to work in consultation with the strategic national
vision of the central government. The lack of progress for certain segments
of the population coupled with the constant propaganda that “the new
government is a slave to America” has fueled resentment and led a segment
of the population to sympathize with the Taliban. 

Recommendations 

According to a well-known proverb, success has many fathers whereas fail-
ure is an orphan. While this proverb may be true in other elements of life,
it does not apply to terrorism or insurgency because volumes and volumes
have been written on failed counterterrorism and insurgencies—from
France’s efforts in Algeria to the United States in Vietnam. Conventional
wisdom would argue that experts would have learned from the errors of the
past, especially in realizing that there has never been a purely military solu-
tion to terrorism, but this does not appear to be the case. One might
almost apply Hegel’s words: the only thing one can learn from history is
that people do not learn from it.33

General Frank Kitson, author of the classic text Low Intensity Operations,
articulates that in dealing with low-intensity operations, political, social,
economic, and military measures are all necessary.34 Similarly, the situation
in Afghanistan requires military measures at the combat level, but there is
a grave need for an indirect strategy. According to the great French strate-
gic theorist André Beaufre, a direct strategy involves the application of mil-
itary force as the primary means of imposing one’s will on an enemy,
whereas with indirect strategy diplomatic, economic, and propaganda
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instruments are orchestrated in support of the main military thrust, and
military force is carefully calibrated to support—not undermine—the pri-
marily nonmilitary means to impose one’s will on the enemy.35

Political Strategy 
In April of 2003, in a speech to religious scholars, President Karzai

stated that “a ‘clear line’ has to be drawn between ‘the ordinary Taliban who
are real and honest sons of this country’ and those ‘who still use the Taliban
cover to disturb peace and security in the country.’ No one has ‘the right to
harass/persecute any one under the name of Talib/Taliban anymore.’”36

The president launched his reconciliation policy, the Strengthening Peace
Program (Takhim-e-Solh), which was “designed to weaken the resolve of
the Taliban by breaking their ranks into good and bad Talibs.”37 Soon
thereafter, an independent commission—Afghanistan’s peace and reconcil-
iation commission—was established and chaired by Sebaghatullah
Mojadeddi, a former Afghan president (1992) and a respected religious
scholar. The commission offered amnesty to all who would “lay down their
weapons, accept Afghanistan’s new constitution, and obey the decrees of
Karzai’s government.”38 High-level Taliban and individuals accused of war
crimes were deliberately excluded from the program. The commission did
prove to have a positive effect as many Taliban commanders accepted the
amnesty and joined the government. It also created a rift between the con-
servatives and the moderates, permitting the moderates to take more of a
political stand than a violent one. In the parliamentary elections held on
September 18, 2005, there were many moderate Taliban candidates who
ran for political seats and thus engaged in legitimate political exploits. Two
former Taliban actually won seats in the lower house. 

This program was the first indirect measure against the Taliban, and it
yielded significant returns. Those Taliban anxious to return to Afghanistan
were given an opportunity to reclaim their lives. Many government reports
indicate that hard-core Taliban always preached to their lower ranks that if
“you go back to our lands and villages, you will be sent to Guantanamo
and Bagram prisons.” The results of the Strengthening Peace Program serve
as a positive illustration of how to engage terrorists and militants through
political means rather than just militarily. 

The international community must also remain engaged in Afghanistan
until it has developed its own institutions that can deal with matters of state
security and governance. Without this assistance Afghanistan’s fragile insti-
tutions will crumble, repeating the history of the early 1990s, when the
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country was a hub of international terrorism and drug production. Most
crucially, it is vital that a genuinely organic capacity of the state is developed,
so that it does not appear to its citizens as the mouthpiece of the West. 

The absence of a consolidated legislative structure will continue to in-
hibit counterterrorism and counterinsurgency processes in a number of
ways in Afghanistan. The legislative vacuum is disposed to exploitation,
and the command structures of all networks consistently demonstrate their
knowledge of such weaknesses and where they may be manipulated. An
effective prosecutorial policy will perhaps articulate an Achilles’ heel or lack
of political will on the issue and may encourage increased reorganization of
the very entities the government is seeking to address. Without legal reme-
dies, the government is limited in its ability to counter the opposition and
the insurgents, but as Sir Robert Thompson articulates in his second prin-
ciple on counterinsurgency, “the government must function in accordance
with the law.”39 If this dictum is followed, then the security apparatus and
the government will have the proper means to deal with the issues at hand. 

Afghanistan’s relationship with its neighbors is crucial to its long-term
stability, and the country must establish strong ties with them, whether in
commerce and trade or transfer of knowledge. Due to its landlocked status,
Afghanistan must attempt to develop its relationships beyond basic diplo-
macy. The two most important neighbors are clearly Pakistan and Iran, and
their support and assistance are crucial in the war against the Taliban and
al Qaeda—who cross either of the two countries to come to Afghanistan
and conduct attacks. Accordingly, it should be emphasized to these neigh-
bors, especially Pakistan, that terrorism, if not dealt with, will have a sig-
nificant impact on the state as a whole. 

Social Strategy 
It is imperative that strong but informal links be forged with village

communities along the Afghan-Pakistani border, as some have been known
to be a safe haven for the Taliban and al Qaeda operatives. The government
must develop an overall plan to deal with these communities and provide
them necessary services such as education and health care. The plan should
include goals dedicated to improving the lives of the average villagers. Con-
cepts such as “winning hearts and minds” must be employed. The major-
ity of the population resents the Taliban and does not wish to go back to
the draconian rule that was enforced when the Taliban were in power. 

The cultural mechanisms within the Afghan communal environment
are very strong and influential. Thus cultural ties should be exploited to
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deal with terrorism so that tribal leaders are organized into a structure that
will work to further the long-term national interests of Afghanistan and
desist from harboring, providing sanctuary for, or supporting terrorists. 

Direct civil affairs action must take place in rural areas where poverty is
rife so as to alleviate the suffering of the population. The hearts and minds
of these Afghans must be won by freeing them from the perpetual poverty
trap and enabling them to attain more than a subsistence living. Only then
will there be success in creating a buffer between the population and ter-
rorist groups.

Educational Strategy 
There are certain cultural norms and generalizations that apply to Af-

ghanistan that outsiders may not be familiar with, and therefore foreign
soldiers should be culturally educated on the norms, customs, and tradi-
tions of the environment—particularly regarding such concepts as pawns
of fate, collective identity, importance of relationships, good impressions,
good intentions, associative thinking, and emotional intelligence. “Even
though it can be argued that there is no recipe for dealing with terrorism
or insurgency, there are, however, basic principles one can apply to deal
with the situation at hand.”40 Understanding the part of the world one is
in is essential.

The moderate religious leadership throughout Afghanistan should be
empowered and given opportunities to spread their message at center stage.
It is important to use counter-ideological measures: religious leaders should
be engaged to initiate dialogue, first with the population and second with
militants and their sympathizers, in order to ideologically dispel notions
that terrorism is compatible with Islamic thought. 

Military Measures and Strategy 
Obviously, the first line of defense against the Taliban, al Qaeda, and

their networks is the security services, both the Coalition forces and the
Afghan police, army, and intelligence services. So far, they have found lim-
ited success, but as they develop further knowledge and understanding of
the threat, they will certainly be better prepared. The following steps will
further increase their success.

The military, both the Coalition forces and the Afghans, have to stop
using a heavy-handed approach. Instead, they must work with the com-
munities and develop trust between one another. On countless occasions
the Taliban and al Qaeda have exploited the behavior of the Coalition
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forces to further strengthen their recruitment. As Mao Tse-Tung said, the
insurgent’s main objective should be attracting the confidence of the peo-
ple because without their support there can be no battle.41 Similarly, oper-
ations where force is used should be controlled because if one innocent
civilian is killed, it diminishes the goodwill of a whole family, a commu-
nity, and a tribe.

Police training in particular should be enhanced to better deal with ter-
rorist tactics and strategies. They should receive advanced training in coun-
terinsurgency techniques to better deal with violent groups. 

The military has to familiarize itself with the Taliban’s modus operandi
and analyze their pattern of attacks. There are very few “hot spots” where
attacks are constantly carried out; knowing that environment and protect-
ing it will allow the military to anticipate future attacks. 

The military must improve intelligence activities in areas, whether in
Afghanistan or Pakistan, where the majority of the Taliban leadership re-
sides and plans their operations. Most of the intelligence will come from
within the population if there is goodwill and if they see the government
as a protector. 

The local police must refrain from engaging in corrupt activities; win-
ning social trust is crucial. Also, the police must improve their image by
maintaining effective neutrality. The population must not feel that the
police are biased toward a particular clan or tribe because it will create a
further distance between the state and the locals. 

The institutions involved in military measures and security must share
whatever intelligence and ideas they have with partners for regional coop-
eration. The more allies, the better the response. Coalition forces must
continue to work with the Afghan security forces and share operational
knowledge, which will further enhance the local capacity. 

Conclusion 

If Afghanistan is going to succeed in dealing with its security problems, it
must overcome three vital challenges. First, it has to defeat the Taliban and
their supporters, who are conducting terrorist attacks and hurting the pop-
ulation’s morale. Second, it must curb the narcotics problem—which is a
major source of revenue for the terrorists—by securing a sustainable de-
crease in cultivation, production, trafficking, and consumption of illicit
drugs with a view to complete and sustainable elimination. And finally, it
must train its security apparatus of police, army, and intelligence better to
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deal with the long-term threat. Each of these challenges requires strategy
and long-term commitment.

Clearly, establishing security throughout Afghanistan is the job of the
Afghans, but they will need the financial assistance and political support of
the international community. Led by the United States, the international
community has to be committed and much more generous to the cause of
Afghanistan. 

President John F. Kennedy once said, “Today’s problems are the result of
yesterday’s solutions.”42 We learned the significance of this statement when
the international community abandoned Afghanistan in 1989 after the
withdrawal of the Soviet Union. Afghanistan subsequently became a hub
of terrorism and a sanctuary for the masterminds of the September 11
attack. The question is really whether we are willing to make the same mis-
take all over again.
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Democracies preclude contending absolutisms and the dicta of fixed
identity. They have to do with identity in flux, with culture, and cul-
tures, constantly transforming, molting into something new—some-
thing surprising and different and open-ended and free.

—Jane Kramer, “Images,” New Yorker, February 27, 2006. 

We will make the land beneath their feet like a flaming oven.

—Mullah Mohammed Omar, Taliban leader, 

as quoted by Drake Bennett, “The Other Insurgency,”

Boston Globe, April 16, 2006. 

Like many small, insecure states, Afghanistan’s political
development is subject to the assumed prerogatives of its

neighbors, allies, patrons, and enemies. But Afghanistan occu-
pies more than simply another unstable space among countries
living in volatile neighborhoods. Its path from civil instability
to regional war and back again reflects the deeply seated con-
tradictions between the external imperatives that fuel the war
against terrorism and the country’s efforts to build a political
system based on internationally accepted standards of rights
and democracy. Afghanistan’s recovery not only reflects this
contradiction but also duplicates it in many ways and chal-
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lenges the diagnosis on which Afghanistan’s recovery has been defined and
pursued. The international community’s desire to use the development of
democratic institutions to forestall conflict—a highly instrumental and
deliberate view of political change—has been thwarted by the same com-
munity’s overriding military objectives against al Qaeda and the Taliban. 

The reconstruction community’s interventions in Afghanistan have
been premised on the hope that conflict is over, rather than the reality that
conflict persists. Despite the enormous strides that have been made since
the anarchy of the late 1990s, efforts firmly to establish representative gov-
ernment will continue to falter on the twin grounds of external aggression
and internal war. Until the assumptions of reconstruction are rigorously
reviewed rather than half-heartedly sustained, democratic development
and longer-term recovery will remain tantalizing and elusive goals.

More than five years after an emergency Loya Jirga confirmed Hamid
Karzai’s presidency, the Taliban movement has regained military strength in
southern Afghanistan, compromised security, and reasserted civic power
through parallel (and unsanctioned) institutions of justice.1 Its reemergence,
even if not permanent, is also not surprising. Continuing conflict along the
Pakistani-Afghan border—a region of the country already beset by poverty,
inequity, and a sense of civic abandonment—has been an inevitable result of
the Western coalition’s antiterror campaign and erratic antistate activity on
both sides of the border. The international community’s distinction between
the Taliban and al Qaeda (conceptually and militarily, locally and globally)
has been unclear for years. But as NATO battles Taliban forces, the Taliban’s
incursion into civic culture, including the imposition of local Islamic courts,
now copies its insertion into Afghan life in the 1990s. By forcing NATO,
Afghans, and their government to fight a past war in the context of current
conflict, the Taliban fundamentally challenges the writ of the Afghan state
and its capacity to change democratically under the Karzai government. 

Transition 

The resumption of war in October 2001 was, for many Afghans, the first
step away from decades of violence and toward something resembling peace.
From 1989 to 1996, half-hearted consociation had declined into rampant
warlordism and, ultimately, anarchy. When the Taliban ascended sequen-
tially to power in Kandahar, Herat, Jalalabad, and Kabul in the period from
1994 to 1996, a limited and false security reigned. It was soon replaced by
the movement’s tendentious efforts to whip an otherwise independently
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minded society into ideological conformity. As the country’s meager
resources became increasingly devoted to the Taliban’s efforts to gain control
over the territory held by the United Front (later renamed the Northern
Alliance), society and the economy came close to their breaking points.
With international assistance at an all-time low and peace brokering virtu-
ally absent, Taliban rule was increasingly infected by, and premised on, its
relations with foreign fighters and patronage from al Qaeda. Despite flash-
in-the-pan edicts to end the opium trade—market correction disguised as
public relations—the country’s place in its region and the world eroded into
the illegalities of poppy and terror. 

Within two months—from mid-October to mid-December 2001—it
appeared that the equations of power were radically reversed. As the Tajik-
dominated Northern Alliance marched into Kabul, Afghans convened in
Bonn to craft a postwar compact to reestablish legitimate governance across
the country. The Bonn agreements provided a framework far more than a
road map: they set an early agenda for renewed relief, rehabilitation, and
reconstruction, and placed the idea of political revival at the center of the
country’s future development. 

The agreements were crafted through individual participation (under
the umbrella of the United Nations) rather than delegation and represen-
tation.2 At the outset, therefore, what was to count as democracy—and
specifically, the relationship of democratic means to democratic ends—was
only vaguely defined. The agreements were meant to bridge the consider-
able physical, political, and ideological distances between warriors and the
victims of war, refugees and returnees, majority and minority ethnic groups
and tribes, ideologues and technocrats, entrepreneurs and laborers, and the
poor and the poorest. 

Perhaps most strikingly, the agreements tried abstractly, if not practi-
cally, to balance the ideas of restitution and opportunity for political
groups with very different historical memories. The spare language of the
agreements implicitly recognized the different interpretations that former
communists and their opponents (read: prisoners, refugees, and muja-
hideen) brought to political history. Floating alliances of sparring freedom
fighters often represented alternative interests, and the Taliban (initially a
collection of disenchanted mujahideen and later a fragmented force that
tried to appear united) and its opponents viewed their own conflicts and
those that preceded them through distinct lenses. Given these conditions,
an outline for future political and judicial bodies could only be indicative
and not prescriptive.
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Additionally, the trajectory for future reconciliation was set in semi-
institutional contexts that were often at odds. The United States—and
implicitly, the United Nations—had hoped that the international com-
munity would take charge of Kabul, not the proxy fighting force under the
banner of the Northern Alliance that marched into the capital. They—like
the Alliance itself—were well aware that a minority-controlled armed
group could exacerbate ethnic tensions already heightened by the Pashtun-
centered experience and ideology of the Taliban and the historically Tajik-
centered governance of Kabul and the Afghan state. Negotiations among
individuals and among Western donors brought in a provisional govern-
ment that recognized ethnic identity and past loyalties as valid criteria for
political appointment. At the time of their drafting, the agreements tacitly
considered the Alliance’s current power and set the language of politics in
terms that could accommodate ethnic politics or a broader view of equal
citizenship. 

In 2006—after presidential and parliamentary elections, billions of dol-
lars of international assistance, the seeming demise and subsequent rise of
Taliban insurgency, and after the Bonn agreements were superseded by the
Afghanistan Compact—these contextual elements for political develop-
ment were worth remembering and revisiting. Assumptions are important
in politics, and those that reflect negotiated settlements between domestic
and foreign actors, donors and aid recipients, feuding fighters and nascent
democrats are all the more important for the complexity that they repre-
sent. Paramount among these assumptions, however, was and remains a
conviction that Afghanistan can become a successfully functioning, plural-
istic, democratic state. (Some Afghans argue that it can be prosperous as
well, but that prediction may tax the imagination of observers even more
than the prospect of democracy rising from the ashes of antidemocratic
war.) International assistance, whether for political, economic, or military
purposes, arrived in support of this goal.

Recovery 

At first blush, Afghanistan’s recovery statistics are heartening. At least
60,000 militiamen have been disarmed, and at least 5 million children
have returned to school.3 Reconstruction produced a temporary economic
boom, a sharp rise in GDP, and the beginnings of a domestic revenue
stream to support the government. In a sense, however, these figures are a
harvest of low-hanging fruit. Obstacles to fulfilling the promise of recovery
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and reconstruction remain significant and sobering. International assistance
has not kept pace with recovery needs; the lion’s share of foreign funds has
been used to support military operations for the Coalition and NATO, and
the latest international agreement to support future reconstruction, her-
alded in London at its signing as a vote of confidence in Afghanistan’s
future, is seen by close observers as reflecting the international community’s
“strategic failure” to put the country on a strong enough footing to with-
stand the perilous assaults of narcotics and insurgency.4 One reflection of
the problem is the weakness of the domestic police and defense apparatus,
which remain tied to antistate armed groups and thus to trafficking in ille-
gal substances and terror. Neither nongovernmental organizations nor
regional donor assistance providers (including multidonor Provincial Re-
construction Teams) have been able to override the critical absence of state
infrastructure and local and national political power that might otherwise
break the link between arms and power.5 The scope of reconstruction is
clearly limited; international assistance cannot yet support locally grounded,
politically acceptable (and indeed, politically generated) recovery.

Compromise and Political Change 

The Afghan state and its citizens have attempted to stand war on its head
without discarding many practices and habits that either predated its wars or
laced through their aftermath. Discontent in 2006 focuses more on old frus-
trations than new ones. Reform preempted outright revolution, and obei-
sance to history persists even when history has been proven wrong. Old war-
lords have disarmed at least partially, but most—disarmed or not—have
retained political and economic muscle. Mujahideen have turned into jihadis
or politicians, the rural poor remain economic outcasts, and the urban poor
are not embraced by the engines of growth envisioned in innumerable plan-
ning documents. Even though insurgency has revived, there has been little
hint of insurrection or uprising. No doubt even the Taliban insurgency
would have lost strength had the border with Pakistan been less porous. Pop-
ular sentiment still sides with a civilian leadership that is representative rather
than dictatorial—although this opinion almost inevitably wanes in the face
of rising insecurity—and poverty has not displaced a yearning for—and a
semblance of—peace, even where security is notably lacking.

Rebuilding a state is always an uneven process. In Afghanistan as else-
where, the road to peace is scarred with good intentions and bad, technical
expertise and incompetence, autonomy and dependence, and promise and
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fear of uncertainty. The miracle of Afghanistan’s post-2001 political envi-
ronment is that it has moved forward at all—because of but also despite
international political and economic experimentation. Afghanistan’s politics
could be better, but they could also be much, much worse. The country now
has a national constitution that was drafted with imperfect countrywide par-
ticipation, but participation nevertheless. Presidential and parliamentary
elections, feared for the fragmentation that they might have reflected or
engendered, turned out to define and satisfy important benchmarks of par-
ticipatory politics—not all, but enough to restart state institutions. 

Glaring restrictions on political parties—which the government seemed
to believe would empower jihadi groups rather than promote legitimate
political interests—constrained relations between the executive and the
new parliament, the parliament and the judiciary, and national and local
institutions. Indeed, these constraints on party development and activities,
spearheaded by the president over the objections of many donors who oth-
erwise supported elections, clearly juxtaposed fears of conflict with hopes
for the future and weakened democratic development. In an ideal political
world, the influence of jihadi groups would have been limited by the very
success of the electoral process; in a world defined by ideological and mil-
itary conflict, such progress has been easily compromised. 

These political activities accompanied a reconstruction process that has
barely begun and may never be completed. To the degree that plans remain
unfulfilled, they have been held hostage to the perniciously cumulative
effects of jihadi politics, porous borders, and the illegal drug trade. Politi-
cal progress has been thwarted by complex problems of political enfran-
chisement and empowerment exacerbated by the reality of a young,
refugee-returnee population whose experience with governance of any sort
ranges from limited to nonexistent.

Political failures are complicated by choices rendered all the more diffi-
cult by the diffusion of responsibility in a state still host to war. The hard-
est questions to answer in Afghanistan since 2002 have been those that
arise from the impossibly close relationships between internationally
funded reconstruction and a politics colored by tenuous foreign policy—
and thus reveal the incomplete foundation of political responsibility. Is the
government’s first priority to extend the authority of the central state or to
use the prospect of universal political enfranchisement to defuse dangerous
ethnic politics? Is a weak (although seemingly stable) presidency the fault
of personalities, competing claims to command foreign armies on Afghan
soil, or a choice to maintain an uncontested center among competing
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peripheries? Are unfinished plans for local level redevelopment the respon-
sibility of local actors or of internationally funded and executed projects
that miss their mark? Is insecurity a hallmark of poor governance, an out-
growth of wrong-headed policies, a failure of international actors to ensure
safety, or the fault of rapacious, antistate warlords and insurgents for whom
peace is an inconvenience? Who, in the end, is responsible for Afghanistan’s
success?

These questions reflect the fundamental uncertainties that lie at the
heart of postconflict political development. Their answers are heatedly
debated in Afghanistan, as in most states attempting to rise above the divi-
siveness of long war, and of course among donor governments. Afghanistan
may not differ fundamentally from other countries seeking to restore polit-
ical engagement to the center of national life. It is, however, among the lat-
est and largest internationally assisted experiments in joining reconstruc-
tion to locally determined, democratic development at a time when peace
has not, really or realistically, broken out.

Old Uncertainties and New 

Until the end of 2001, conflict was perhaps the most certain element of
civic life. For those who lived through civil strife, ideological contest, for-
eign intervention, and proxy wars, the deprivations of war were enormous.
By the time war resumed in late 2001, millions of Afghans had left the
country, conflict had subsumed neighboring regions, and major powers
seemed paralyzed by political stalemate and ideological conflicts that no
one was quite willing to confront. 

The events of September 2001 catalyzed the United States and its allies
into renewing war within the borders of Afghanistan. War did not, how-
ever, alter the outlines of Afghan politics. The political stasis that Afghan-
istan seemed to show the world through the 1990s had been but a façade;
while anarchy reigned, dozens of nascent, national power holders and local
power brokers continued to refine and redefine their interests and the ter-
rain on which future politics might be built. The October 2001 war rein-
forced personal and political alliances; revived proxy war helped to set the
stage for future political contests. Expatriate politics was overlaid onto the
shifting alliances within Afghanistan, and all components joined, in one
way or another, in Bonn.

Was Afghan democracy the intended outcome of this iteration of war?
Not really. The Western-led coalition was far more interested in establish-
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ing stability than democracy and defined that stability in terms of al
Qaeda’s removal from the country and the region, and the removal of the
Taliban movement from power. For stalwart democrats the distinction
between stability and democracy is a false one, but in the context of recent
Afghan history, it is telling. Proxy war itself limited choice: the only Afghan
forces capable of using Coalition resources were old mujahideen, com-
manders and warlords for whom democracy was not (yet) as vital an inter-
est as securing territory, influence, and wealth. (That some of the same
actors reappeared as candidates for local and national office in 2004 and
2005 simply proved their tenacious pursuit of power.) The events of late
2001 underscored commonalities and deep differences among Afghan
groups dedicated to removing foreign forces from Afghan soil and regain-
ing control of national life—even if many of these groups agreed on little
else. Perhaps more than any other single factor, this conflation of goals into
a rubric of “taking back Afghanistan for ourselves” set the context for the
emergency Loya Jirga that confirmed President Karzai, the subsequent con-
stitutional jirga that set the rules of political engagement, and the presi-
dential and parliamentary elections that followed.

Many Afghans may have thought that war should bring democracy; few
thought that it would. Interviews undertaken by the U.S.-based National
Democratic Institute for International Affairs in 2002 and 2003 reflected
the perceived chasm between stability and democracy: stability sounded
like an achievable goal; democracy did not and could even be thought of
as a deterrent to stability.6 When U.S. Ambassador James Dobbins noted
shortly after the Bonn meeting that most Afghans were anxious not to go
back to war, he was reflecting popular sentiment as well as U.S. support for
President Karzai—and, indirectly, the fact that fear of renewed violence
constrains the kinds of political choices that citizens feel they can take.7

This “fear of the future, lived through the past,” as Vesna Pesic described
the former Yugoslavia, has retained political and military meaning in the
post-Bonn years.8

Among the most difficult challenges for those engaged in recovery and
reconstruction—whether domestic or foreign actors—is determining where
and when to set boundaries between past, present, and future. It can easily be
argued that by empowering old mujahideen, the Western-led coalition re-
asserted the primacy of groups whose strength and legitimacy might other-
wise have continued to wane. By seeking to balance political representation
in the early cabinet, major political actors reified an ethnic dimension of
political participation that might otherwise have been best left to the past. 
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By seeking to create a postwar government before war had ended—in
effect, to act as if the Bonn agreements were a peace treaty rather than a
prelude to peace or, more perniciously, a prelude to a new kind of war—
the Coalition, the United Nations, and donor governments became party
to some of the very struggles that they were trying to defuse. Little wonder,
then, that each stage of political recovery has been matched or thwarted by
the intrusions of fighting on battlefields, in political institutions, and
within the processes of reconstruction.

It can also be argued that by recognizing some of the basic assumptions
of Afghan political life—including those that predate the beginnings of
war in the 1970s—the Bonn framework offered a handy realism in con-
trast to high-handed and impractical idealism. In some ways institutional
developments prove this point. Elections in 2005 were relatively peaceful,
with 12.5 million registered voters, 6.8 million of whom voted in parlia-
mentary elections for the national legislature and thirty-four provincial
councils. There were no formal, schismatic postelection problems, and a
working parliament emerged that was able to approve a presidential cabi-
net.9 In the months since it convened, parliament (with male and female
members working together) has been able to create an environment for
discussion and debate—not always friendly and perhaps not always fair
but potentially resilient.

The political fulcrum in Afghanistan is thus neither stable nor stationary.
It tries to balance continuing and profound instabilities fostered separately
by the uncertainties of the foreign-led antiterrorism (and increasingly, anti-
Taliban) campaign and by the incomplete institutions established to govern
the state. Thus far, equilibrium has been difficult to maintain. Whether
democratically leaning state institutions will be a sufficient placeholder for
a full democracy to come depends in part on three related questions: What
counts as a just state and an appropriate environment for political justice?
How much space for democratic and institutional development can be
carved out of ongoing hostilities, and will it be expansive enough to sustain
the momentum for peace rather than future war? Can democratic develop-
ment link local and national initiatives to establish a reasonable political
foundation for the state?

Justice and Recovery 

The corrosive certainties of war are perpetually dangerous. Afghanistan
remains among the world’s poorest countries, dependencies have flourished
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under foreign aid, and the uneven distribution of resources—and the
chances to receive, create, or acquire them—is a threat to stability, politi-
cal participation, and democratic development. The essential elements of
a humanitarian crisis, ranging from poverty to powerlessness, remain in
many parts of the country. Tribal safety nets—the backbone, in many
instances, of refugee communities—have eroded, and particularly in the
southern Pashtun belt, the intersection of poverty and resentment has
helped the Taliban to flourish.10 These phenomena underscore not only the
fragility of national unity where it is most effectively challenged by insur-
gency but also the clear link between economic degradation, local concepts
of political opportunity, and the capacity of reconstruction to reverse the
fragility that emerges from so many years of state failure.11 They undercut
the state capacity that Afghans need in order to believe that their futures
might be more stable and prosperous than they are today. 

If lessons from other transitions apply to Afghanistan, then stability will
depend on the way that citizens (and their representatives) are able to imag-
ine legitimate alternatives to current uncertainties. If those alternatives are
available only through violence, then democracy is inaccessible. If they are
available only through the illegitimate seizure of power—a reasonable fear
in an unstable state—then democratic development is at best stunted. 

Afghanistan’s new parliament represents the country’s cautious, troubled,
and incomplete recovery from decades of war. The relative success of elec-
tions suggests that many Afghans believe a better future is indeed possible.
Afghans have thus vested their hopes in a parliamentary system that will
require considerable support and increasing peace in order to succeed.
(Indeed, one important role of electoral rules will be to erase future divi-
siveness that might otherwise arise from the perception of unfair resource
competition.) On the one hand, parliament shows Afghans what political
contest might look like in postwar Afghanistan armed with words rather
than guns. But the political future offers far greater challenges than the seat-
ing of one elected institution can provide, and embedded in parliamentary
elections and electoral politics are many of the broader problems that
Afghanistan continues to face. Host to an international campaign against
terrorism and to all the insecurities of postwar poverty and displacement,
Afghanistan demonstrates how tenaciously difficult postconflict recovery
and reconstruction can be and how easily retrogression can triumph.

To keep open the possibility of success within the domestic political
orbit, however, the state’s paramount needs are an assured means to guar-
antee rights for its citizens and a structured rule of law that is transparent,
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accountable, and accessible. Rights and rule of law require many forms of
protection, including a fully fledged articulation of legal rights that has yet
to be made concrete in either law or practice, and palpable mechanisms for
the state to deliver on the promise of those rights: independent and account-
able judiciaries, functioning legislatures, and transparent electoral adminis-
trations that can anchor the role of participation in a nascent democratic
process.12 Thus far, in the absence of adequate, formal, judicial protections,
the Electoral Complaints Commission has offered the only secure way for
citizens to file complaints against either individuals or the state—a popular
vehicle during the parliamentary election period that nonetheless could not,
for the most part, address such grievances.13 The success of electoral politics
and the stability of the state are premised, necessarily if not sufficiently, on
a cogent system of rights promotion and protection.

The Bonn agreements provided for the development of a human rights
commission, a quasi-governmental organization that has straddled the line
between state critic and defender with considerable finesse. Foreign-based
rights organizations have been allowed relative freedom to work in Af-
ghanistan and have been able to promote rights protections (most notably
for women) and publicize criticisms fairly openly; the United Nations has
also been able to conduct its human rights work without major difficulties.
The imbalance between central authority and peripheral challenges to it,
the porous nature of Afghan society, and the presence of a huge recon-
struction community and foreign military forces have all conspired to
weaken the government and, perhaps counterintuitively, to allow unex-
pected space for rights promotion. This experience differs markedly from
Afghanistan’s neighbors, where critique is prohibited and rights promotion
is often impossible. Maintaining democracy in a sea of regional authori-
tarianism will remain a special challenge.

Nothing can substitute for an independent judiciary, however, and this
critical institution is still missing across the country.14 The parliament’s
vote against ideologues on the supreme court may seem heartening to
rights advocates—even though their appointments no doubt seemed like
tactical protection for a president whose own political sentiments are sand-
wiched between extremes he cannot control—but its own prospective
work crafting protective laws to depoliticize the judiciary is likely to be far
more important.

Laced through discussions about justice in Afghanistan, however, are
two paramount concerns: the question of impunity for crimes committed
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during decades of war and the problems of crimes committed in the course
of the ongoing antiterror campaign.15 In both arenas domestic and inter-
national responsibilities are intertwined in ways that seem to surpass the
writ or will of the Afghan government—illuminating, once again, its ten-
uous hold on rights and related concepts of due process. When, for exam-
ple, a national security tribunal sentenced to death a communist-era intel-
ligence chief in March 2006—the first effort to hold a former government
official accountable for past crimes—the proceedings were reportedly so
compromised by basic rights violations that justice could not even remotely
be seen to be done.16 Similarly, another case concerning the rights of a
Christian convert exposed the chasm between civil and Islamic law as well
as the incomplete rendering of citizenship rights. With some domestic
groups clamoring for the prosecution of war crimes—whether among
communist-era authorities, Taliban officials, or other leaders of armed
struggle during the past three decades—the cabinet’s late 2005 plan to
establish a system of transitional justice has become among the most criti-
cal pieces of policy passed since the interim government took office. At this
stage in Afghanistan’s transition toward recovery, overlapping, intersecting,
and conflicting loyalties remain potent and divisive forces within the polity,
and state instrumentalities are not comfortable mediating the conflicts that
such tensions so often produce.

Establishing a system of justice—more than the simple articulation of a
rule of law—is inevitably complex in a country where retrospective and
prospective justice are so closely related and where neither the state nor its
citizens have yet come to a shared reading of the country’s history. The
process of rereading and rethinking this history has been additionally com-
plicated by the gross violations of rights committed by foreign forces within
Afghanistan and in prisons overseas as part of the continuing antiterror
campaign. These actions have, in a particularly poignant way, robbed the
country of some of the legitimacy of its own recovery.

Setting a course to correct human rights abuses, while difficult, is an es-
sential prerequisite for political progress. If it is not crafted well and quickly,
with the cooperation of the international community in ways that allow the
Afghan state to lead rather than follow, then the state is likely to be seen as
complicit in the kinds of rights violations that fully fledged political recov-
ery would otherwise prevent. Here again, Afghanistan faces two related
problems. First, nascent democracies require time and space to establish
institutional balance: stability on behalf of the state and its citizens requires
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stability within the state. Stable states can craft and recraft relationships
within, between, and among the branches of government, and competition
between instruments of the state can often produce stronger rights protec-
tions for citizens. Unstable states live differently. Few Afghans are likely to
believe that their elections produced a confident and capable government,
but fewer still can survive the insecurity that weak government fosters. 

Second, strains on representative government come from within but
also from outside the electoral system and the state itself. Every decision
that the Afghan state must make in the near term must balance competing
power centers—center and periphery, military and civilian, foreign and
domestic—against the imperatives of maintaining the state’s literal exis-
tence. Warlords, insurgents, dissatisfied constituents, and recalcitrant ide-
ologues—vestiges of the past that define individual culpability and collec-
tive justice in the present—all represent governance challenges beyond the
capacities of a young administration to confront directly. 

Reconstruction, recovery, rights, and democracy meet on this shaky
ground. Although the Bonn agreements, their iterative processes, and sub-
sequent policies empowered politicians and political processes, the respon-
sibility implicit in them was not matched by the authority accessible to
government or fully embraced in reconstruction operations. This lack has
been most evident in the unfinished reintegration of combatants as well as
in incomplete security sector and judicial reform, which strikes at the heart
of both democratic development and material reconstruction.17 The factors
that drive the course of domestic politics exist in a delicate, difficult rela-
tionship to the state’s technical abilities and political adaptability. Instru-
mental reconstruction can fix structures and systems, but it can at best
repair history only obliquely. At the same time, rights regimes can address
retrospective abuses and establish the grounds for future protections but
cannot guarantee political toleration. Democracy—as a principle, a means,
and a political end—can set a context for recovery but cannot guarantee
political revival. 

In the longer term, the stirrings of democratic participation and the
rights protections they can set in place can become the real arenas for
democratic transition. If, and only if, reconstruction can be moved toward
this goal—with leadership from within Afghanistan—will a condition
approximating peace seem even marginally within the country’s reach.
Even then, preparing for democratic governance can provide only false
hope until the state and its nascent representative institutions control ter-
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ritory, men, materiel, and decisions about the prosecution of war. These
crucial relationships between peace and political security will ultimately
require a recasting of the reconstruction agenda.

Just short of the critical five-year success point for postconflict govern-
ments, Afghanistan has reached a decisive crossing. Its short course in elec-
toral politics may offer hope—albeit fragile and occasionally faint—that fair
and equitable political participation can set the context for reconstruction,
development, and justice. But an overarching environment of insecurity,
instability created by the antiterrorism campaign, the desperation of local
populations squeezed between foreign military forces, a weak government,
and the increasing presence of armed, nonstate actors may well compromise
the best hopes for participatory governance. If reconstruction becomes
immutably separated from democratic development, the state’s political tra-
jectory will be seriously compromised, and political choice may well be lim-
ited to the discomfiting, dangerous, and paradoxical choices between fur-
ther conflict, the erosion of state power, and authoritarianism.18
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The recovery of the Afghan economy has made remarkable
progress since the collapse of the Taliban government in

November 2001. From 2001–2002 until the end of the Afghan
fiscal year 2004–2005, legal real GDP is estimated to have
grown by 60 percent and has now recovered to at least the high-
est level reached before the wars (see figure 5-1).1 However, fig-
ure 5-1 also shows the huge loss in potential income from the
wars if the Afghan economy had grown at the same rate as
other low-income countries. For example, in the period from
2004 to 2005, the loss of GDP amounts to around $3.8 billion,
equivalent to about $180 per capita in current prices. Contin-
ued strong growth of 14 percent in the 2005–2006 period
seems likely, which would bring the increase in GDP since
2001–2002 to about 80 percent. This picture of rapid recovery
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from war and the associated jump in per capita incomes is reinforced by
the obvious changes since 2001 that have taken place not only in cities
such as Kabul and Herat but less obviously in the repairs to infrastructure,
farms, and housing that are taking place in the countryside.

The government’s National Solidarity Program in 2006 reached half of
Afghanistan’s 20,000 villages, and democratically elected Community De-
velopment Councils received around $10 million a month in block grants.
The critical north-south road from Central Asia to Kandahar through the
Salang Tunnel and Kabul has been rehabilitated, and the road from Iran to
Herat has been rebuilt.

A healthy, educated population is not only a desirable social goal but also
the basis for economic development. A vaccination campaign has virtually
eliminated polio. Nongovernmental organizations (NGOs) contracted to
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Figure 5-1. Afghanistan GDP, Constant 2000 Pricesa

Source: World Bank databases, staff estimates.
a. Current price Afghan GDP data were deflated by the implicit GDP deflators for Pakistan and all

low-income countries. The GDP trend growth rate for low-income countries is 4.43 percent per year.
The GDP growth rate for low-income countries was estimated by regression analysis for the years
1981–2004.

05-7569-0 05  1/16/07  11:32 AM  Page 99



100 Alastair J. McKechnie

the government are providing basic health services in eight provinces, and
the initial results suggest that publicly funded, NGO-delivered, basic health
services could have significant health benefits. For example, in these
provinces during the first year, the number of pregnant women receiving
prenatal care went from 3.3 percent to 62 percent, contraceptive use went
up by a factor of fifteen, and clinic consultations tripled overall (see fig-
ure 5-2). The aggregate demand for education is the strongest in the history
of Afghanistan, as shown in the actual enrollment. Less than 1 million stu-
dents, almost all boys (93 percent), were enrolled in 1999. In 2004 almost
4.5 million children were in schools, of which 34 percent were girls, al-
though enrollment, particularly of girls, shows wide regional variations.2

Economic progress occurs in an environment where there are successes
in related areas. The Bonn political process is almost complete. Presiden-

Figure 5-2. Outpatient Visits per Capita per Year since 1-1383 
(March 2004) in Selected Provinces Where NGOs Are Working a
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tial and parliamentary elections were carried out more or less on schedule
and with little violence. There have been two smooth changes of govern-
ment since 2001. The Afghan National Army is now a force of 28,000 to
30,000, and most militias have been disbanded so that 63,000 combatants
have been demobilized. More than 4.2 million refugees have returned to
Afghanistan since the beginning of 2002.

Despite this progress, recovery is inherently fragile and may not be
sustainable without prolonged international assistance. High rates of
growth in the legal economy are due to special factors like the end of a
three-year drought, overflow from the illegal drug economy to the legal
economy, and high rates of foreign assistance. Opium poppy and heroin
production have been estimated to amount to 35 percent of total GDP,
legal and illegal, and expenditures and payments by those benefiting
from the drug industry feed into the legal economy. Foreign aid dis-
bursements amounted to $2,817 million in 2004–2005, or 47 percent of
GDP, yet 89 percent of foreign assistance disbursed was off budget and
only loosely under the control of the Afghan authorities. The long-term
sustainability of this extraordinary level of foreign assistance is highly
uncertain and depends upon the international community recognizing
the regional and global implications of failure in Afghanistan. This recog-
nition in turn depends upon Afghanistan maintaining the pace of polit-
ical, administrative, and economic reforms that deliver results and ensure
security. Security not only depends on these reforms but also on increas-
ing the rule of law, extending the effectiveness of Afghan security forces
that are trusted by the population, and providing clean and efficient pub-
lic administration.

While there are islands of comparative excellence, institution building in
Afghanistan has made slow progress. Institutional capacity was never high
before the war. A World Bank report from that era states, 

When all is said and done, it is the capacity of the administration to
carry out these programs which will determine the pace of Afghan-
istan’s development. So much has been written about the weakness of
the administration with so little effect that the reader must judge
whether we are brave or foolish to raise the subject yet again. . . . But
if there is to be a breakthrough, if the rate of growth is to reach five
or six percent in real terms, if basic needs are to be met, then the
administration will need to make a far more positive contribution to
development than in the past.3
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Added to this low base is a tradition of modern government that is es-
sentially Soviet. Government regulations, procedures, and institutional cul-
ture are a legacy of the socialist government and the technical assistance
that preceded it. Afghanistan has an economic transition to complete that
parallels Eastern Europe and Central Asia after the dissolution of the Soviet
Union.

State Building in Afghanistan 

Rebuilding Afghanistan is more than the reconstruction of infrastructure
or reviving the legal economy; it is nothing less than the rebuilding of the
state itself. Economic development is only one of several interconnected
pillars on which the state is built. Security, political reform, and economic
development are interrelated; failure in any one of these areas could lead
to the failure of the new Afghan state. Without government that is repre-
sentative, efficient, effective, accountable, respects minorities, and has
domestic and international legitimacy, it is difficult to create a climate of
security, establish the rule of law, or create an environment for the econ-
omy to flourish. Without economic development, the legitimacy of gov-
ernment is undermined; incentives increase for young men to associate
with predatory militias that provide them and their families with income
and security.

Economic development is dependent upon establishment of the rule of
law, which in turn depends on effective government. Government cannot
be effective without establishing the monopoly use of force so that it can
convince citizens that their lives and property are protected. This credibil-
ity is necessary for development to take place. The challenge for Afghan-
istan is to neutralize the power of militias and criminal elements that had
locked Afghanistan into an informal, low-level equilibrium at the end of
the wars (see figure 5-3).

Building the Formal Economy 

Rebuilding the Afghan economy involves a shift from activities that are ille-
gal to those that are legal and from a low-productivity informal economy
to a high-productivity formal economy.4 A striking feature of the Afghan
economy is the prevalence of informal activities, not just in agriculture
(32 percent of GDP in 2003) or through opium cultivation (35 percent of
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GDP) but also in most other sectors, including unlikely areas such as elec-
tric power, where small-scale generators provide much of the output of
that sector (see figure 5-4).

Economic activity in Afghanistan can be classified into five types:
—formal, those activities that are registered with the government or

pay tax;
—in-kind, where there is no market transaction, for instance, subsis-

tence agriculture, or sharecropping or other arrangement that offers agri-
cultural crops as payment for services or goods;

—extralegal, which involves a market transaction and where the activity
would be legal if it were registered, for example, small shops, construction,
small manufacturing;

—irregular, where production and transactions for output would be
legal if laws were followed, for example, trade in illegally exploited natural
resources such as gemstones, timber, and construction materials, as well as
smuggling, that may account for as much as $1 billion a year; and

Figure 5-3. The Informal Equilibrium 
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—illegal, where opium production is the most well known and employs
as many as 2 million people, but also including other criminality such as
the appropriation of customs revenues and illegal taxation, trafficking in
people and body organs, forced labor, practices similar to slavery, export of
archaeological artifacts, arms trading, land seizures, and real estate specu-
lation based on armed force or corruptly obtained contracts.

Although the state failed, Afghan society survived. While building a
robust economy involves a shift from an informal economy to one where
activities are more formal (see figure 5-5), informal institutions may pro-
vide a solid base on which to build. One feature of Afghanistan has been
the resilience of traditional institutions such as the jirga or shura, where
communities make decisions through consultation and consensus. The
elected Community Development Councils formed at the village level
under the National Solidarity Program are consistent with this tradition.
Analysis of land markets in Kabul has shown that while 80 percent of hous-
ing is informal, there is a well-functioning informal system of property
rights and adjudication of property disputes.5 Informal systems of dispute

Figure 5-4. The Informal Economy in Different Sectorsa
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a. Note: percent values refer to share of sector in total GDP; the shadings are very rough estimates
of the percentage of the informal economy in the sector.
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resolution may have to be the norm for resolving differences over property
rights and small contracts until the formal judicial system can be made
functional over several years. Even once a formal, trained judiciary is in
place, capacity constraints may make it more an appeals system for the in-
formal dispute resolution process.

In 2004 the Transitional Government of Afghanistan presented “Secur-
ing Afghanistan’s Future,” which outlined a strategy for national develop-
ment to Afghanistan’s development partners at the Berlin Conference.6 This
paper recognized the challenge that the wartime, illegal economy posed for
state building in Afghanistan and set out two scenarios for the future. One
scenario proposed a program of action that would create a self-sustaining
country that can fund its operations from its own resources. The other sce-
nario, “Putting Afghanistan’s Future at Risk,” presented a descent into law-
lessness and increasing drug production, or at best muddling through at
low levels of growth and poverty reduction, unlikely to lead to a sustainable
modern state.7 To secure Afghanistan’s future, the paper set forth a broad-
ranging program of reforms and investment, supported by official develop-
ment assistance and private investment. Such a program would generate
high rates of economic growth to overtake the illegal economy and create
expanding opportunities for legitimate activities. Under this scenario GDP

Figure 5-5. The Formal Equilibrium 
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would need to grow at rates approaching a feasible—but high—10 to
15 percent a year in the short term and 7 to 9 percent a year in the longer
term (see figure 5-6). The “at risk” scenario had a disengaging international
community, whereas the scenario for “securing” Afghanistan’s future re-
quired substantial donor support: around $28 billion over seven years.
Pledges made at the 2004 Berlin Conference substantially met the needs of
the first two years of the program. The outcome of the London Conference
on Afghanistan in February 2006 indicated that this level of support would
continue.

In addition to political reform and security, the transition from illegal-
ity and informality requires development in five economic areas:

—creating an environment that enables the private sector to flourish;
—boosting the rural economy and assisting the poor and vulnerable;
—defining the role of the state and establishing government capacity; 
—increasing the effectiveness of foreign aid; and
—developing Afghanistan as part of a wider Central Asia region.

Figure 5-6. Required, Feasible, and Projected Rates of Economic Growth 
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Developing the Private Sector 

A decade of socialism followed by a decade of civil war devastated the Af-
ghan private sector, and Afghanistan was unable to benefit from the capital
flows arising from globalization. Consequently, the private sector is largely
informal and undocumented. Despite some notable exceptions such as the
mobile phone companies, new entrants, in general, and foreign investors, in
particular, have been slow to establish themselves. The sector covers the spec-
trum from a very few large enterprises that employ more than 250 workers
and are mainly foreign financed, to medium-size enterprises—employing
50 to 250 workers—that are found mainly in construction and a few services
and are largely financed locally, to small and microenterprises, and finally to
businesses that have been registered as NGOs.

A recent survey has shown that existing firms perform comparatively
well when compared with firms in neighboring countries in Central Asia.
Afghan firms tend to have higher output per worker than in Tajikistan and
Uzbekistan but only a third of the output of small firms in India and Pak-
istan.8 Regarding investment during 2004, 71 percent of Afghan firms
invested, only marginally less than the rate for small firms in China (see
table 5-1). While the relatively good performance of Afghan firms may be
unexpected, table 5-1 also shows how far Afghanistan has to go to catch up
with the performance of small firms in China, India, and Pakistan.

What are the constraints that firms face in Afghanistan? Investment cli-
mate surveys have been carried out recently for firms in five cities in
Afghanistan.9 The results are summarized in figure 5-7. Electricity short-
ages, access to land, corruption, and financing were rated as the largest
problems by 50 percent or more of managers responding. There was some
regional variation in the ranking; for example, electricity as a constraint was
ranked higher in Kabul, where there is a major shortage, and lower in
Herat, where supply is more adequate. Second-rank constraints were anti-
competitive behavior, customs and trade regulations, regulatory policy
uncertainty, taxation, telecommunications, and transport, again with dif-
ferences among cities depending on local issues, for instance, quality of
telecommunications services.

What is perhaps surprising is the low rank of security as an issue (crime,
theft, and disorder), which was ranked highest in Jalalabad (41 percent of
respondents) and Kabul and Herat (16 percent of respondents), whereas
only 4 to 5 percent of respondents in 2005 in Mazar-e Sharif and Kandahar

05-7569-0 05  1/16/07  11:32 AM  Page 107



108 Alastair J. McKechnie

thought security was a major or severe issue. This finding conflicts with the
widespread perception that security is the greatest barrier to investment in
Afghanistan. For example, the Euromoney country risk indicators rank
Afghanistan 183 out of 185 countries, below Zimbabwe, Burundi, Liberia,
Somalia, the Democratic Republic of the Congo, and Cuba but above
North Korea and Iraq.10 The survey indicates that established firms make ar-
rangements to cope with insecurity, such as hiring private security services
or negotiating agreements with local power brokers. The downside of these
arrangements is their cost; the survey showed that security accounted for
15 percent of the cost of sales of Afghan firms, ten times more than in
China (see figure 5-8). New entrants are discouraged by the uncertainty
and cost, and there is the risk of anticompetitive arrangements by incum-
bent firms supported by local power brokers who provide their security.

Afghanistan ranks well in some comparative regulatory measures, par-
ticularly in starting a business, hiring and firing workers, and paying taxes.
New laws on investment, taxation of income, and customs reforms have
substantially liberalized the business environment. Nevertheless, a large
number of “nuisance” taxes or fees and bureaucratic procedures remain
that provide opportunities for poorly paid officials to extract rents. 

Table 5-1. Comparative Performance of Afghan Firms 
versus Others in the Greater Regiona

Units as indicated

Median
Median Average capital-labor Firms
output capacity ratio investing

per worker utilization (dollars per in 2004 
Country (U.S. dollars ) (percent) worker) (percent)

Afghanistan 3,330 62 1,500 71
China 20,374 71 3,170 74
Pakistan 10,043 … 2,063 5
India 9,146 78 2,307 38
Syria 4,333 60 570 42
Tajikistan 1,859 91 721 36
Uzbekistan 567 73 229 26

Source: World Bank, “Investment Climate Surveys”; World Bank, “The Investment Climate in
Afghanistan.”

a. Data are for firms employing fewer than 100 workers.
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Corruption is endemic to Afghanistan and adds to uncertainty facing
businessmen. It is especially threatening to foreign investors or Afghans
returning from overseas who do not have powerful patrons or understand
the system.11 Surveys have shown that bribes to get things done account for
8 percent of the cost of sales in Afghanistan, compared to around 2 percent
in other countries in the region (see figure 5-9).

Access to land is another major constraint, almost unique to Afghan-
istan, that arises from weak governance at the municipal or provincial levels
of government and policies that constrain the supply of land.12 A World

Figure 5-7. Percentage of Firms Citing Constraint as Major or Severe
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Bank report on urban land in Kabul describes how the formal system for
recording land ownership and resolving disputes has become dysfunctional,
with extralegal seizures of land taking place through corruption and use of
force.13 This problem is symptomatic of a postwar environment where land
has changed hands during conflict, the supply of serviced land has not
expanded, and population has grown rapidly through migration—the pop-
ulation of Kabul grew by 13 percent per year between 1999 and 2002.14

Infrastructural deficiencies also add significantly to the costs of doing
business in Afghanistan. Investment climate surveys show that 76 percent
of Afghan firms own a generator, compared to 42 percent in Pakistan and
2 percent or less in Central Asia. Cargo loss from international shipping
amounts to 4.6 percent in Afghanistan, compared to 1.2 percent in China
and less than 1 percent in Central Asia.15

The extreme underdevelopment of the financial sector has constrained
private investment and initially allowed only cash payments for interna-
tional and domestic transactions. After the fall of the Taliban administra-
tion, there were no functioning banks, and the central bank was a shell that
could only communicate with the outside world through a single satellite
phone. Three variants of the Afghani were circulating, and the currency had
lost value due to inflation. Foreign currencies such as the U.S. dollar, Pak-

Figure 5-8. Security Costs as a Percent of Sales
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istani rupee, and Iranian rial were used in domestic transactions, all of which
were in cash. To meet the growing demand for money, central bank employ-
ees had to travel abroad and bring foreign banknotes back in suitcases.

Early financial sector reforms built capacity into the central bank, both
human and infrastructure, to allow electronic funds transfer. A successful
currency reform introduced a new national currency that has maintained its
value against foreign currencies, in part due to foreign reserves arising from
aid flows and the opium economy. New banking and central banking laws
were introduced, and several foreign banks have been licensed and estab-
lished in Kabul. Two state-owned domestic banks have also been licensed. 

Many of the constraints to private sector development have no simple
solutions or will take many years to resolve. Investment in trunk road infra-
structure is inherently slow even with accelerated design, bidding, and con-
struction. While much of the national ring road system has been rehabili-
tated, some major sections such as Kandahar-Herat and roads linking
Afghanistan to Pakistan remain to be completed during the next few years.
It will take three years to complete the power line across the Hindu Kush
mountains to bring cheap power from Central Asia to Kabul. Even with
supply assured, performance of the power utility, Da Afghanistan Breshna
Moassese, will need to be drastically reformed if rehabilitation of the dis-
tribution system is to be completed and revenues are to be collected.

Figure 5-9. Average Unofficial Payments to Get Things Done 
as a Percent of Sales
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Similarly, fixing the land market and addressing corruption requires
lengthy reforms of institutions, laws, regulations, organization, and human
skills as well as behavioral changes. Reforming the financial system requires
fundamental restructuring of the state-owned banks and implementation
of legal and credit information systems that allow the recently arrived
banks to provide finance for investment.

All of these reforms need to be implemented quickly, but there is a dan-
ger that it will take too long to institutionalize the business environment
that will facilitate investment to meet the ambitious growth targets laid out
in “Securing Afghanistan’s Future.” Reforms and capacity building need to
be well sequenced so that the constraints that have the greatest impact on
investment and can be removed relatively easily are addressed first. The per-
formance of the Afghanistan Investment Support Agency will be critical in
using the power of the state to overcome the informal arrangements and
corruption that deter overseas investors. Fortunately, ways exist to create
enclaves where there is land, security, infrastructure, and transparency, such
as industrial parks and free trade zones, where the state can extend its
authority. 

Looking to the medium term, development of Afghanistan’s considerable
mineral deposits, such as copper, iron, and gemstones, offers considerable
potential for increasing both national income and government revenues.
However, experience in other countries that have suffered the “resource curse”
clearly indicates the need for a solid regulatory regime and government capac-
ity to implement it, as well as transparent budget processes to ensure that nat-
ural resource rents are invested to provide a stream of income as the resources
become depleted. There are plenty of foreign firms that will develop and
export mineral resources. However, it is the value added that accrues to
Afghanistan, not gross production, that should be the objective, and the best
way to maximize the value added is through a transparent bidding process for
the rights to the minerals within a transparent system of rights, royalties, and
taxes.16 Afghanistan is in the process of establishing a new minerals law, but
the regulations to operate the law still need to be developed.

Agriculture and Rural Development: Productivity, Livelihoods,
and Reducing Poppy Cultivation 

Afghanistan is essentially a rural society—over 85 percent of the popula-
tion lives in rural areas—and agriculture, which accounts for 53 percent of
legal GDP, is the largest economic sector, employing 67 percent of the
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labor force. The opium poppy industry accounts for 35 percent of legal
and nonlegal GDP. Overall, the licit and illicit rural economy accounts for
at least 68 percent of total GDP.17

Although the Afghan economy is primarily agricultural, only 12 per-
cent, or 7.9 million hectares, of its total land area is arable. Wheat, the pri-
mary cereal crop, covers about two-thirds of the cultivated area, with most
production (75 to 80 percent) on irrigated land. Wheat yields are low, 1.5
to 2.0 tons per hectare on irrigated land and less than 1 ton per hectare on
rain-fed land, substantially less than in neighboring countries. Yields in
Iran, Pakistan, and Uzbekistan of 2.6 to 2.8 tons per hectare are about
50 percent higher than in Afghanistan, indicating substantial potential for
increasing productivity and production.18 Indeed, “Securing Afghanistan’s
Future” projects that cereal production will grow by 10 to 20 percent per
year during the next few years.19

The horticultural sector was hit badly by scorched earth policies during
Afghanistan’s wars and drought. Fruit and nuts were a major cash crop and
accounted for over 40 percent of export earnings in the 1970s. Grapes, al-
monds, apples, apricots, and pomegranates account for roughly 2 to 3 per-
cent of the cultivated area. However, the sector is slowly recovering, and
exports, particularly of grapes, are starting to recover. 

Livestock is a major source of food and income, and range pasture has ac-
counted for about 45 percent of the land area. Drought and animal disease
have led to a serious decline in the livestock population. Livestock is critical to
incomes, food security, and reducing vulnerability, particularly for women.20

In 2004, opium poppy was farmed in all provinces of Afghanistan but
accounted for only 2.9 percent of the cultivated area. About 2.3 million
people, or 8 percent of the total population, were engaged in poppy culti-
vation. Figures from the UN Office on Drugs and Crime put the value of
poppy production in 2005 at $4,600 per hectare, compared to $390 per
hectare for wheat.21 Although the value of opium production is higher than
all alternative crops, the distribution of this value is uneven and skewed
toward large landowning farmers and traders.22

Addressing the issues of rural poverty, vulnerability, and the opium drug
economy, as well as realizing the growth potential from the rural economy,
requires a strategy that not only increases agricultural productivity but also
goes beyond agriculture. Creating off-farm employment through activities
that add value to agricultural output—for example, fruit processing, pro-
duction of agricultural inputs, and handicrafts—would constitute part of
a livelihoods strategy, but it would also face the same constraints as any
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other private sector activity in Afghanistan, such as inadequate infrastruc-
ture and credit. Once security has been established fully, reviving tourism
has long-term potential for the rural (and urban) economy. Human devel-
opment is another way to enhance rural development. Healthy people are
more productive farmers, and education can improve productivity and
promote the spread of new ideas and technologies. 

The government’s agricultural strategy has three priorities: increasing
wheat productivity, rebuilding perennial horticulture, and livestock devel-
opment. Wheat productivity can be enhanced through increased applica-
tion of fertilizer, use of improved seeds, rehabilitation of irrigation, greater
mechanization, and improved weed, disease, and pest management. Key
issues in horticulture are establishing orchards and vineyards, and investing
in processing and market development. There are plans to set up a public-
private horticultural council that would provide grants to establish orchards
and vineyards, acquire planting material, develop extension services, and
provide venture capital for processing and storage and for market develop-
ment. A livestock improvement program will be created to improve animal
health through vaccinations, and there will be community programs aimed
at nomadic Kuchis, who are dependent on livestock grazing on rangeland
for their livelihoods.

There are other key measures needed for development of the rural
economy.

Irrigation 
The priority is to rehabilitate existing systems that have fallen into disre-

pair during the wars and droughts. Rehabilitation is cost effective, quickly
increases water supply, and does not raise riparian issues with neighboring
countries. Institutional capacity to manage rehabilitation is the greatest chal-
lenge, and past efforts to buy in implementation capacity are starting to bring
results. Work also needs to start on identifying and assessing new irrigation
projects and managing any riparian issues. Cost recovery to ensure good
maintenance and to contribute toward financing new investment is an issue
in many countries, and Afghanistan also needs to start preparing for a sus-
tainable irrigation sector. Community-based approaches to managing water
rights and irrigation systems show promise, especially for smaller schemes.

Access to Finance 
Progress in reforming the formal financial sector has been slow, and reg-

ular banking institutions do not offer a short-term solution to the lack of
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credit. However, microfinance has taken off quickly in Afghanistan. By the
end of September 2005, the number of loans made by microfinance insti-
tutions operating under the umbrella of the Microfinance Investment Sup-
port Facility for Afghanistan numbered more than 200,000 and amounted
to $35.7 million. Loans were mostly under $200, and 82 percent of bor-
rowers were women. Most loans have been for trade and services (58 per-
cent), some of which supported provision of agricultural inputs, although
15 percent was directly for agriculture and 8 percent for handicrafts. While
microfinance has an important part to play in the rural economy, such as for
financing small livestock holdings and artisanal handicrafts, it is not suffi-
cient to guarantee an adequate supply of rural finance. Other short-term
solutions include extending credit through agricultural input dealers, such
as scaling up the Rebuilding Agricultural Markets Program financed by the
U.S. Agency for International Development and scaling up some of the
microfinance institutions. The existing private banks have made only hesi-
tant moves to open branches outside of Kabul, and their lending has not yet
taken off. A promising approach to creating a branch banking system that
farmers could access lies in restructuring Bank-e Milli Afghan (National
Bank) and Pashtany Tejaraty Bank (Pashtany Commercial Bank), the exist-
ing state banks that have provincial branches and that could be rehabilitated
into a modern bank operated by a private management company. In the
longer term, this modern bank should be privatized. The existing agricul-
tural bank has not obtained a license and has little capacity. Specialized agri-
cultural banks in other countries generally have been unsuccessful.

Access to Roads 
Roads are necessary to get crops to market in good condition. Secondary

roads in Afghanistan were never well developed. The primary ring road sys-
tem is partially rehabilitated and there should be a reasonable primary road
network by 2008. Well-maintained gravel roads can provide adequate
access to the ring road system. The successful emergency public works pro-
gram, designed to provide cash-based employment at the end of the war
and the last years of drought, mainly through road repairs, is being refor-
mulated into a rural access program. Administrative and implementation
capacity to scale up rural access exists, and the constraint is funding.

Other Infrastructure Improvements 
Improvements to other rural infrastructure are being implemented

through the highly successful National Solidarity Program. This program
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has built upon existing NGO capacity and was modeled on an equally suc-
cessful community-driven development program in Indonesia. Half of
Afghanistan’s 20,000 villages have democratically elected village development
councils, and nearly all of them have prepared community development
plans with the assistance of NGO facilitating partners. By November 2005
this program had disbursed $142 million in block grants to villages under the
guidance of the facilitating partners (see table 5-2). Most grants have been for
irrigation, water supply, access roads, electricity supply, schools, and income-
generating activities. This program has scaled up rapidly and is currently dis-
bursing around $10–12 million a month in block grants.

Electricity is a necessary input for value-enhancing activities and can
also allow irrigation from groundwater if water is managed sustainably and
if electricity is priced to recover costs. Since electricity supply is inadequate
in all of Afghanistan’s cities, extension of the grid system will take time and
may not be economical in many parts of the country. However, there is
considerable scope for renewable micropower or small hydropower in areas
where grid connection is uneconomical or too distant. Implementation
could be through already established village development councils with
central technical support.

Knowledge Services 
Applied research, improved agricultural statistics, and the extension of

agricultural technology underpin productivity improvements in the agri-

Table 5-2. National Solidarity Project Program Implementation Status,
November 2005
Units as indicated

Activity Current status

Villages where community mobilization is completed 10,361
Villages having elected Community Development Councils (CDCs) 9,785
Villages having final community development plans prepared by CDCs 9,230
CDCs that have received block grants 7,140
Subproject proposals submitted 13,437
Subprojects financed 12,687
Villages with completed subprojects 2,617
Total block grant disbursements (U.S. dollars) 142.5 million
Total block grant commitments (U.S. dollars) 185 million

Source: Ministry of Reconstruction and Rural Development.
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cultural sector. While the Ministry of Agriculture is strengthening its ex-
tension system, existing NGO capacity could be contracted to scale up
provision of knowledge services with public financing under government
supervision.

Government Involvement 
Government capacity in the agricultural sector is only starting to be

strengthened. While the Ministry of Agriculture has carried out some
reforms and attracted some leaders, further work is needed to clarify its role
and organization and to ensure adequate managerial and staff skills. This
effort is needed to balance development in the rural sector since the rural
development ministry tasked with the nonagricultural aspects of the rural
economy is one of the strongest ministries in the government.

Counternarcotics Efforts 
Finally, rural development and development of agriculture is the essential

pillar of a counternarcotics strategy. Since opium poppy is already growing in
every province in Afghanistan and can quickly spread from one area to
another in response to eradication campaigns, eliminating opium poppy cul-
tivation requires nothing less than the acceleration of economic and social
development in rural spaces. This chapter does not attempt to cover the
complex issue of counternarcotics strategy except to note that elimination of
the poppy will succeed or fail along with broader rural development.23

Government Capacity 

Strengthening government capacity is critical to Afghanistan’s success in
order to formulate sector strategies, carry out reforms, implement invest-
ment programs, and provide a regulatory environment that encourages
modern, formal business. The government has set clear policies in favor of
a market economy with a regulatory role for the state. It has put forward
the principle of a merit-based civil service and restraining civil service em-
ployment.24 Both these principles mark a break with the recent past where
clientelism was a feature of the mujahideen governments, leading to in-
creased public employment of supporters who often lacked the skills
needed for the job, as well as a reversal of the shift toward production by
state-owned enterprises in the socialist period.

Nevertheless, much remains to be done to put these principles into prac-
tice at the sectoral level. Few ministries have clearly set out their objectives
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and realigned their organization to meet the new mandates. There is fre-
quently lack of clarity about the role of the government or public sector in
service delivery or production, and public utilities have yet to be moved out
of their parent ministries. Some progress has been made in some sectors,
such as telecommunications and contracting out publicly financed delivery
of basic health services to NGOs. Although the government is preparing
plans to close, privatize, or restructure state-owned enterprises, many are
close to the bosom of parent ministries, and there is no plan to deal with
employees left without a job.

Across-the-board civil service reform has been difficult to achieve in coun-
tries with stable administrations, let alone in a postconflict situation. Accord-
ingly, the Interim and Transitional Administrations decided to pursue
reforms in ministries, or even departments within a ministry, where there was
clear ownership of reform and where reform could have a significant impact
on development outcomes. This was the Priority Reform and Restructuring
program, which allowed reforming institutions to pay higher salaries to staff
selected competitively for positions in the new organization. Employees
without a position in the reorganized institution were kept on the books of
the ministry or, in some cases, transferred to the Ministry of Labor and Social
Affairs. This approach was pragmatic but piecemeal. Some ministries, such
as finance, carried out wide-ranging restructuring; some others, such as com-
merce, carried out partial reforms; and the reform process hardly started in
key spending ministries such as those of education and of energy and water.25

More recently, the government has indicated that it will carry out a pay and
grading review in order to select qualified staff for defined positions with
competitive salaries. Establishing a merit-based civil service will require pro-
tecting the independence and strengthening the capacity of the Independent
Administrative Reform and Civil Service Commission.

Given the shortage of capacity when the first Karzai government was
established, it was not surprising that nongovernmental actors provided
services that would normally be supplied by government. During the Tal-
iban administration, NGOs and UN agencies provided services funded by
donors outside the government budget. This well-developed capacity was
harnessed after the Taliban administration collapsed. However, services
provided by nongovernmental actors and funded by donors outside the
government budget undermined indigenous capacity building and created
a populist backlash.26 Some government programs, funded externally,
appointed NGOs and UN agencies as service providers through competi-
tive procurement that provided transparency, efficiency, and accountability.
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But too often NGOs, consultants, and contractors were funded directly by
donors, off budget and through opaque processes.27

Coordinating Role of Government Budget 

Good development practice is to use a multiyear government budget as the
central coordinating and organizing mechanism for development. However,
in Afghanistan, government revenues are insufficient to pay salaries, let
alone other operating and development costs. Government revenues in
Afghanistan amount to 4.5 percent of GDP, compared to 10 to 20 percent
for other low-income countries and 45 to 55 percent for countries in the
Organization for Economic Cooperation and Development. Consequently,
Afghanistan is dependent on the international community for funding the
budget. Even worse, in 2004–2005, 75 percent of expenditure was com-
pletely off budget and funded directly by donors, with sometimes limited
interaction with the government. Government revenues amounted to only
$269 million and financed 8 percent of the total government budget, or
48 percent of the recurrent budget (see table 5-3).28 Such a high level of aid
dependency makes Afghanistan vulnerable to shifting donor priorities.

Whether the volume of aid received by Afghanistan is adequate in rela-
tion to other postconflict countries has been controversial.29 Official Devel-
opment Assistance (ODA) per capita has clearly been lower than for post-
conflict countries in the Balkans, for small countries such as East Timor, and
outliers such as the Democratic Republic of the Congo (see appendix 5A,
which shows data for a sample of conflict-affected and drug-influenced
economies). However, when ODA is plotted against population, there is a
clear inverse correlation between aid and population, and Afghanistan
appears to receive more aid per capita than comparator countries of its size.
One might expect that higher-income countries would receive more aid per
capita than lower-income countries on the grounds that their absorptive
capacity is greater, and in the case of postconflict countries, the costs of
repairing damaged assets are greater, since the stock of assets is higher in
middle-income countries. Figure 5-10 indicates that there is indeed a posi-
tive correlation between ODA per capita and income per capita. Again, Af-
ghanistan appears to be receiving a level of aid above the trend.

Raising government revenues is one of the key challenges faced by Af-
ghanistan. Even in the 1970s, Afghanistan never managed to generate rev-
enues much greater than 7 percent of GDP. Rubin has described prewar
Afghanistan as a “rentier state” and explained how declining foreign aid was
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Figure 5-10. 2003 Official Development Assistance (ODA) versus 2004
Population and versus 2004 Gross National Income per Capita, 
Cross-Country Comparisons
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one of the factors that diminished local support for the Daoud Khan gov-
ernment in the late 1970s.30

Recent studies by the World Bank have set out three scenarios for do-
mestic revenue mobilization (see table 5-3).31 These show that in the base
case scenario, revenues are not sufficient to cover the operating costs of
government until 2012, whereas in an optimistic but achievable high case
scenario, revenues cover operating costs in 2010 and by 2012 are financing
nearly two-thirds of public investment. It seems clear that the international
community will need to continue substantial funding of wages and oper-
ating costs of government for at least the next five years and possibly longer.
These are the costs with highest fiduciary risks that donors are most reluc-
tant to fund. At the same time, there is a risk that after nearly a decade of
having such costs funded from outside, government and parliament may
find it difficult to make the hard choices needed to mobilize revenues.
What is needed is a compact between the government and the interna-
tional community to guarantee funding for a period of at least five years,
based on the government taking concrete measures to meet revenue targets.
Such an agreement will not be easy, since donor government budgetary
processes often do not allow such long-term commitments, and multiyear
programs of revenue reform can run aground as constituencies opposed to
them build strength.

Aid Effectiveness 

In addition to the long-term demands for donor funding, there is an issue
of the form in which foreign assistance is provided. Currently, about
75 percent of foreign aid bypasses the government budget and is provided
in-kind by the donor. Almost all of this aid is for projects or technical assis-
tance provided through consulting firms. Of the $3.058 billion of external
finance during the fiscal year 2004–2005, $2.503 billion was in the “exter-
nal” budget, over which the Afghan authorities had little influence. Large
bilateral donors such as the United States, Japan, and the European Com-
mission account for the largest share of the external budget, which excludes
some categories of Afghan security expenditures. The cost of foreign and
international military expenditures, such as for the Coalition and the Inter-
national Security Assistance Force, are not included in the external budget
and may be in the order of $15 billion. 

As others have noted, providing assistance off budget can actually
undermine state building.32 Governments become passive recipients of aid,
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and their legitimacy can be reduced as citizens see services being provided
by foreign governments, not their own.33 Furthermore, the little govern-
ment capacity that exists is weakened as the best staff leave for higher paid
jobs with contractors or NGOs. And most important, the capacity of the
state is not built through “learning by doing.”

The Afghanistan Reconstruction Trust Fund (ARTF) was set up to fi-
nance government programs and the recurrent budget, minimize the ad-
ministrative burden on the government from having to deal with a large
number of donors, and coordinate donor assistance and align it with gov-
ernment programs and procedures.34 The ARTF is managed by a commit-
tee consisting of representatives of the Asian Development Bank, Islamic
Development Bank, UN Assistance Mission to Afghanistan, UN Develop-
ment Program, and the World Bank. The World Bank also provides day-to-
day administration and takes fiduciary responsibility. Contributions from
twenty-four donors have exceeded U.S. $1 billion and disbursements have
almost reached the U.S. $800 million mark. The majority of resources
channeled through the ARTF are used to support the recurrent costs of gov-
ernment—primarily civil servant salaries (payroll) and operations and main-
tenance expenditures—and the ARTF has financed only a little more than
$200 million in commitments to investment programs due to lack of funds.
In 2004–2005 the ARTF funded 52 percent of the government budget and
constituted only 9.4 percent of external funding to Afghanistan that year
(the sum of budget financing plus the external budget; see table 5-4).

There are also questions about the effectiveness of bilateral aid, which is
often highly fragmented into projects that are designed and executed by
consultants and contractors from the donor country and may not effec-
tively utilize local knowledge or resources. Most of this information is anec-
dotal, but research on comparative efficiency of aid delivery systems is over-
due.35 In the case of the World Bank, its disbursement ratio on Afghanistan
projects in 2004–2005 was 44 percent, and the ARTF disbursement ratio
on projects was 118 percent, compared to a World Bank–wide average of
23 percent, which indicates that government execution is not necessarily
less efficient than direct execution by donors.36

Development in a Regional Context 

Afghanistan lies at the intersection of Central Asia, South Asia, and the
Middle East. Before the entry of European powers into this area in the eigh-
teenth century, Afghanistan was a natural land bridge between these regions.
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Afghanistan has historically been a trading nation with strong private sector
traditions. Disruption of historical trade and transit corridors has been a
consequence of the entry of powers from abroad or interference from neigh-
bors. The dissolution of the Soviet Union, the end of widespread internal
conflict, and cooperation from border counties, as expressed in accords such
as the Good Neighborliness Agreements, offer the possibility of regional
integration that would expand economic opportunities for Afghanistan and
the countries with which it shares common borders, as well as the outer tier
countries such as Turkey, United Arab Emirates, India, and Russia.

Infrastructure in Afghanistan can be part of regional networks—for exam-
ple, the ring highway in Afghanistan connects Iran to South Asia and con-
nects Central Asia to Iran, Pakistan, and the ports in the Persian Gulf and
Indian Ocean. Afghanistan already imports power from three of its neighbors
and, in the longer term, it can benefit from the transit of energy from energy-
rich Central Asia to relatively energy-poor South Asia. Water storage in
Afghanistan can produce benefits for downstream riparian countries, as well
as irrigation and power benefits for Afghanistan. Infrastructure planning in
Afghanistan needs to be carried out with regional linkages in mind and with
incremental financing for additional investments that produce regional ben-
efits but are not justified by benefits solely within Afghanistan.

The most promising areas for furthering regional integration include
—Transport. The southern section of the ring road and its connections

to neighboring countries is planned for completion by the end of 2007.
However, the north-south transport corridors through Afghanistan face
competition from alternative routes from Russia via the Caspian and Iran
and from China from the Karakoram highway to Pakistan. The use of
Afghanistan as a transit route also depends critically on adequate security
being maintained along the highways. Moreover, the constraint to goods
passing across Afghanistan is increasingly due to bottlenecks in trade and
transit facilitation at borders. Finally, opening the Pakistan-India border to
land trade will increase transit and trade opportunities substantially but
depends on continued progress in bilateral relations between these two
countries.

—Trade and transit. There are wide differences in tariff rates and non-
tariff barriers among the countries in the region. Border policies such as
customs procedures and transshipment requirements as well as corruption
impede movement of goods across borders. Within the transport sector,
visa restrictions, cartels, fees, and capacity constraints lower the transit of
goods within countries and encumber trade generally. Reforms to trade
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and transit regimes probably offer the best hopes for growth in trade and
transit. Such reforms are best carried out through coordinated regional
agreement, or as a second best, among contiguous, like-minded countries.

—Energy. Trade opportunities exist in the short term through Af-
ghanistan buying power from its neighbors, which in most cases would cost
no more than domestic power production and would allow supply shortages
to be relieved. In the longer term, Afghanistan can participate in transit of
power and gas from Central Asia to South Asia.

—Water resources management. Regional integration would allow for
flood control and dry-season supply to downstream countries and provide
the confidence needed for Afghanistan to finance large irrigation and
power projects. 

—Labor. The migration of labor to Iran, Pakistan, and abroad and the
flow of remittances back has provided Afghanistan with a social safety net
during times of war and drought. Almost no migration has taken place be-
tween Afghanistan and Central Asia. More than 2 million refugees have
been repatriated since 2001, and those remaining in host countries are in-
creasingly seen as economic migrants, although these refugees are not nec-
essarily integrated into the social and economic fabric of the host countries
and may not be covered effectively by national worker protection laws.

—Security and border management. Secure borders are a concern of all
countries in the region and a constraint to greater integration.37

Moving forward with regional integration will require a combination of
approaches involving regional trade organizations such as the Central Asia
Regional Economic Cooperation program, Economic Cooperation Orga-
nization, and South Asian Association for Regional Cooperation; focused
discussions on the issues mentioned above; and much closer cooperation
among coalitions of countries willing to cooperate on particular reforms or
transactions. In the short term, power trade and cooperation on trade and
transit with the eastern Central Asian countries, Pakistan, and Iran seem to
offer the best opportunities.

Conclusion 

After several years of successful state building and economic recovery, Af-
ghanistan is at a crossroads. Two paths lie ahead. One is a continuation of
the recent past that enables Afghanistan to wake from the nightmare of the
last twenty years and become one of the economic success stories of Central
and South Asia. The other is a resurgence of past tensions, increasing inse-
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curity, slow development, and little alleviation of poverty. Strong leader-
ship, continued reforms, and sustained support from the international
opportunity can allow Afghanistan to permanently break out of the low-
level informal equilibrium characterized by violence, poverty, and political
instability. Modernizing governments have been overthrown twice in
Afghanistan’s modern history and replaced by conservative elements who
have appealed to traditional values in the name of Islam. The pace of change
that can be tolerated by a broad range of Afghan society is a political deci-
sion that only Afghans can make. Afghanistan will require high levels of
international financial, security, and political support for the foreseeable
future, yet how this support is delivered, as well as its level, will determine
how rapidly Afghanistan can transform itself. After bloody encounters with
the outside world, Afghanistan was left in isolation and poverty as a theater
for regional actors to play the Great Game. The blowback from this neglect
has shown that in a globalized world, leaving Afghanistan to its own devices
is no longer an option. Contagion from drugs alone would affect both its
neighbors and countries far abroad. Afghanistan has opted for the path of
moderation, poverty reduction, and membership in the community of
nations. A robust economy is one of the keys to this future.
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Appendix 5A. Aid Flows for a Sample of Conflict-Affected 
and Drug-Influenced Countries, and by Income and Region   
Units as indicated

Gross national ODA
Population, income per capita,

2004 per capita, 2003 
Country (millions) 2004 (dollars) (dollars)

Afghanistan 28.8 192 57
Albania 3.2 2,080 108
Angola 14.0 1,030 37
Armenia 3.0 1,120 81
Azerbaijan 8.3 950 36
Bangladesh 140.5 440 10
Bolivia 9.0 960 105
Bosnia and Herzegovina 3.8 2,040 141
Burundi 7.3 90 31
Cambodia 13.6 320 38
Colombia 45.3 2,000 18
Congo, Democratic Republic of 54.8 120 101
Côte d’Ivoire 17.1 770 15
Croatia 4.5 6,590 27
Egypt 68.7 1,310 13

05-7569-0 05  1/16/07  11:32 AM  Page 131



132 Alastair J. McKechnie

El Salvador 6.7 2,350 29
Eritrea 4.5 180 70
Ethiopia 70.0 110 22
Georgia 4.5 1,040 48
Haiti 8.6 390 24
Honduras 7.1 1,030 56
Jordan 5.4 2,140 223
Kazakhstan 15.0 2,260 18
Kyrgyz Republic 5.1 400 39
Lao People’s Democratic Republic 5.8 390 53
Lebanon 4.6 4,980 51
Macedonia 2.1 2,350 114
Mozambique 19.1 250 55
Namibia 2.0 2,370 73
Nepal 25.2 260 19
Nicaragua 5.6 790 152
Pakistan 152.1 600 7
Peru 27.5 2,360 18
Rwanda 8.4 220 39
Serbia and Montenegro 8.2 2,620 162
Sierra Leone 5.4 200 56
Sri Lanka 19.4 1,010 35
Sudan 34.4 530 19
Tajikistan 6.4 280 23
Timor-Leste 0.9 550 172
Turkmenistan 4.9 1,340 6
Uzbekistan 25.9 460 8
Vietnam 82.2 550 22
West Bank and Gaza 3.5 1,120 289
Yemen 19.8 570 13

Income
Low income 2,388.1 510 14
Middle income 3,006.2 2,190 9

Appendix 5A. Aid Flows for a Sample of Conflict-Affected 
and Drug-Influenced Countries, and by Income and Region (Continued)
Units as indicated

Gross national ODA
Population, income per capita,

2004 per capita, 2003 
Country (millions) 2004 (dollars) (dollars)

(continued)
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Region
East Asia and Pacific 1,870.2 1,280 4
Europe and Central Asia 472.1 3,290 22
Latin America and Caribbean 541.3 3,600 12
Middle East and North Africa 294.0 2,000 26
South Asia 1,447.7 590 4
Sub-Saharan Africa 719.0 600 34
Nepal 25.2 260 19
Nicaragua 5.6 790 152
Pakistan 152.1 600 7
Peru 27.5 2,360 18
Rwanda 8.4 220 39
Serbia and Montenegro 8.2 2,620 162

Source: World Bank, “World Development Indicators” (2005); staff estimates.

Appendix 5A. Aid Flows for a Sample of Conflict-Affected 
and Drug-Influenced Countries, and by Income and Region (Continued)
Units as indicated

Gross national ODA
Population, income per capita,

2004 per capita, 2003 
Country (millions) 2004 (dollars) (dollars)

05-7569-0 05  1/16/07  11:32 AM  Page 133



Some scholars argue that “geography is destiny.” Afghani-
stan’s history has been a witness to the importance of geog-

raphy, with a location that has for centuries been a strategically
vital crossroads for trade and politics, part of the land bridge
connecting Asia and Europe known as the Silk Road. While
geography may be less important in today’s world than it once
was, there is little doubt that Afghanistan’s location will con-
tinue to have a significant influence on the country’s future po-
litical and economic prospects. Afghanistan still occupies a
vitally important location with links to Central and South Asia
as well as to Turkey and Iran. Future economic prosperity and
political stability throughout this entire region will inevitably
be strongly affected by the successful revitalization of Afghani-
stan’s economy and political institutions. 
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Revitalizing Afghanistan’s Economy:
The Government’s Plan
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Beginning with the Soviet invasion in 1979 and throughout much of the
ensuing conflict, Afghanistan’s economy was largely cut off from the rest of
the world. As with all entities controlled from Moscow at that time, the state
quickly assumed the dominant role in the economy. As a result, private sec-
tor businesses were generally limited only to trading for basic needs. Almost
one-third of the country’s population had little choice but to flee as refugees,
going mostly to Pakistan or Iran. Consequently, the country lost many of its
most highly qualified people. What national assets the Soviet occupation
failed to destroy were eliminated during the internal conflict and political
turmoil that followed. It took a particularly heavy toll on the infrastructure
of the country. 

Today, Afghanistan faces an enormous fourfold challenge that requires
the country simultaneously to provide internal security, build a capable
representative democratic government, establish a strong private sector–led
economy able to provide productive employment, and bring an end to the
opium economy. Few countries have ever had to face one or two challenges
of this magnitude, let alone four at once. Even Japan and the countries of
Europe that were decimated during World War II had stronger founda-
tions on which to build their postwar successes than does Afghanistan. 

But as great as are the challenges that the country must meet, the assets
that are available for what will be a major national transformation are
greater still. The world recognizes the vital importance of succeeding in
these tasks, and it stands with Afghanistan as a fully committed partner.
More important, the Afghan people—who have suffered so much for so
long—recognize that they must rebuild their country to take their rightful
place as responsible, productive members of the international community.
The inherent strength and determination of the Afghan people to succeed
in this endeavor is undoubtedly the country’s greatest asset, despite the
incredible difficulties that people face in their daily lives. After all, the
Afghan people demonstrated their strength and determination in the long
and difficult struggle against Soviet occupation and during the subsequent
conflict, which left more than 1 million dead and many more injured and
at the same time left almost everyone without access to education or the
means to earn even a minimum income.

It is already apparent to many of those who have been actively engaged
in this initial transition period that the situation Afghanistan faces is unique.
The traditional approaches to promoting economic development and pub-
lic sector reform are not going to be adequate to the task. To succeed, the
country cannot simply resume the process of economic development from
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the point where it was disrupted in 1979. The goal is rapidly to approach
economic parity with the other countries in Central and South Asia in order
to provide a foundation for full integration into the world economy and to
ensure high rates of economic growth. The government of Afghanistan and
its partners in the international community need to recognize that new
models must be developed and applied if growth is going to occur.

One of the principal sources of difficulty is that many of the changes to
be implemented will have significant impacts on the way people work; in
some cases there may be a loss of jobs. It has to be recognized that a large
proportion of the country has little or no direct experience or under-
standing of how a free market economy functions. Many continue to look
to the government to control the economy, set prices, and provide em-
ployment for large numbers of people. There is much that needs to be
done to educate the public on the way a market economy works and what
it requires of them. It will take time for people to adjust to their changing
world. In the government one of the most important tasks underway is an
intensive effort to build public employees’ skills so that they can assume
the new responsibilities necessary to carry this process forward. The foun-
dation of any successful market economy is based on efficient markets for
the factors of production: land, labor, and capital, alongside an open trad-
ing environment. The successful revitalization of the economy will
depend on ensuring that these key factor markets develop and function
efficiently.

Afghanistan cannot afford to repeat the mistakes that were made else-
where in the past, but it has the advantage of recognizing many of these
mistakes. For example, at the time of the Soviet invasion in 1979, most
developing countries were attempting to industrialize using strategies based
on import substitution and maintaining relatively high trade barriers. In
retrospect, this approach largely failed to deliver the anticipated economic
benefits. Instead, Afghanistan should look to those countries that have
been more successful economically by adopting export-led strategies.

It is clear that one of the greatest challenges is finding ways to ensure
that reforms are effectively implemented. For the most part, the policies
and institutional reforms needed to make progress in social and economic
development are reasonably well understood. But for a variety of reasons,
they often prove to be very difficult to implement successfully. The gov-
ernment of Afghanistan fully recognizes the extent of this challenge and is
focusing a great deal of attention and resources on building the necessary
capacity in the public and private sectors.
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The Afghanistan National Development Strategy 

In order to manage the extensive program of economic and institutional
changes needed to transform Afghanistan and make the best use of the
available resources, in early 2005 the government established the Presiden-
tial Oversight Committee to develop a national strategy.1 The Afghanistan
National Development Strategy (ANDS) that was produced was the result
of twelve months of intensive consultations among the government, a wide
array of stakeholders from the private sector, civil society, nongovernmen-
tal organizations, the United Nations, donors, and other members of the
international community. According to ANDS, “Our vision for the Islamic
Republic of Afghanistan is to consolidate peace and stability through just,
democratic processes and institutions, and to reduce poverty and achieve
prosperity through broad based and equitable economic growth.”2

The development strategy provides a five-year framework that is built
on three pillars: security; governance, rule of law, and human rights; and
economic and social development.3 There are, in addition, five important
“crosscutting” themes that form an integral part of objectives established
with each of the three pillars: gender equity, countering narcotics, regional
cooperation, anticorruption, and environment.

The government is using the ANDS framework as the basis for devel-
oping the detailed tasks to be undertaken as part of the implementation
and monitoring of the strategy. This process is taking place in all of the
government’s ministries and agencies and also includes the participation of
the private sector, civil society, and the international community. 

It was apparent early in the transition process that in order to imple-
ment and manage economic reform, fundamental changes in the structure
and organization of the government would be required. To begin to
address this urgent issue prior to the development of the ANDS, the Pri-
ority Reform and Restructuring program was introduced as a key element
in broader public sector reform. This program is leading to a smaller, more
qualified, and better paid public sector workforce, with hiring based on
merit and carried out in a more transparent and competitive manner. 

Key Economic Issues 

National Economic Integration 
One of the most pressing priorities of the government’s economic strat-

egy is to integrate a highly fragmented national economy. Much of the
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commercial activity focuses on local markets. (Investment in the telecom-
munication industry is an important exception.) The commercial connec-
tions linking these local centers remain largely undeveloped. This frag-
mentation in part reflects the years of conflict that damaged much of the
social and economic infrastructure, physical as well as institutional, that
normally bind together the disparate elements of a national economy. Fur-
thermore, the extensive socioeconomic disruption and lack of consistent
and coherent economic policies led to a severe restriction on the develop-
ment of private sector business activity, with the exception of relatively
small-scale trading activities. In addition, a great many businesses choose to
operate in the informal economy, outside of the reach of legal and regula-
tory requirements and the taxation system.

One of the major challenges facing the government is to create a sound
economic environment that will foster the reestablishment of a viable, con-
fident private sector. Good progress is being made in this area, reflecting
the prominent role that commerce has always played in traditional Afghan
culture. Admittedly, much more remains to be done. 

At the same time, an environment that encourages businesses to choose
willingly to operate in the formal economy is equally important. Virtually
all of private business, in all sectors and in all provinces, operates informally
to some extent, with the possible exception of the few larger firms—includ-
ing foreign ones—that have been established. There are, however, increas-
ingly significant additional costs for firms that continue to operate in the
informal sector.4 For example, they typically have very limited access to
bank credit, which causes them to remain smaller and less competitive than
would otherwise be the case. It is also very difficult for firms operating
informally to take part in international trade, severely reducing their avail-
able market opportunities and their prospects for expansion. 

Experience in other countries has shown that the size of the informal
sector is an important indicator of the quality of the economic policies and
institutions—including the effectiveness of the legal system—that define
the environment in which business operates. If the environment is sup-
portive of business activities, the size of the informal sector will tend to be
small. What we see today in Afghanistan is a very large informal sector
that reflects the strong antibusiness environment that prevailed for much of
the last three decades. But as far-reaching institutional, legal, and regula-
tory reforms take effect, it is hoped that there will be a substantial shift of
business activity into the formal sector.
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Employment Creation and Poverty Reduction 

The eventual attainment of the country’s political, security, and eco-
nomic objectives will depend crucially upon whether the economy will be
able to produce the large numbers of productive jobs that are needed to
begin to fulfill the aspirations of Afghan men and women. Although the
magnitude of unemployment and underemployment is difficult to esti-
mate, it is clear that a very large proportion of the potential workforce is in
desperate need of adequate employment. 

The urgently needed expansion of employment opportunities will come
about only through sustained high rates of private sector–led economic
growth. Increased growth is also critical if people’s expectations concerning
the pace of economic progress are sufficient for them to have confidence
that they will be able to share equitably in the country’s future success. But
there is an added challenge that can also only be met through sustained
high growth—that is, shifting the significant amount of economic activity
devoted to the production of illegal narcotics to legal alternatives. The
ANDS estimates that this goal will require a sustained real economic
growth rate of at least 9 percent for more than a decade.

Only one country, China, has been able to achieve an average growth
rate of 9 percent or more for over a decade. It averaged 10.1 percent growth
between 1985 and 1997.5 Matching this performance will be a daunting
task. However, during the last several years, official statistics indicate that
Afghanistan’s GDP growth has been in the range of 13 to 16 percent, re-
flecting the large initial gains resulting from the early stages of economic
recovery and the large expenditures of the international community in sup-
port of Afghanistan’s efforts. 

There are two principal sources of economic growth: increased invest-
ment and increased productivity arising from the reallocation of resources to
more productive uses. These fundamental economic facts make clear that
the government must maintain an economic environment that will be
attractive to investors as well as ensuring that legal and regulatory reforms
are implemented that will encourage the most productive employment of
all of the country’s resources. Some important steps in this direction have
already been taken and more are under way. These include, for example, the
establishment of a well-supported investment promotion agency; the pas-
sage of the new laws covering banking, private investment, the tax system,
and customs; and a commitment to privatize many state-owned enterprises. 
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Achieving and maintaining a 9-plus percent growth rate over time can-
not be deemed a success, however, if it does not also lead to significant re-
ductions in poverty. Afghanistan is one of the poorest countries in the
world, where a substantial proportion of the population struggles to sur-
vive on less than $1 per day. The average per capita GDP is estimated to be
about $300 for 2005–2006.6 This extreme poverty is also reflected in the
country’s low rank in the 2004 UN Human Development Index (173 out
of 178 countries).7

A pro-poor growth strategy requires that barriers that unduly restrict
the opportunities of the poor to participate fully in the country’s economic
recovery be removed. One of the most significant steps that can be taken
in this regard is to make it possible for the poor to utilize better the assets
that are already in their possession, particularly land. The government,
with the help of the donor community, is introducing programs to help
secure people’s property rights, including strengthening land registration
systems. These measures are aimed not only at preventing illegal land grabs
but also at providing the means for the poor to gain greater access to credit,
which can be used for investment. In addition, provisions that more clearly
establish land ownership will help to ensure more equitable access to social
services such as water and power.

Eliminating the Opium Economy 
Afghanistan faces yet another major hurdle that must be overcome if the

economy is to be successfully revitalized: eliminating the prominent eco-
nomic role being played by the cultivation of poppies and production of
narcotics.8 According to the UN Office of Drugs and Crime, in 2005 Af-
ghanistan produced 87 percent of the world’s illicit opium, valued at
$2.7 billion or approximately one-third of GDP.9 While poppy growing
directly employed only 8.7 percent of the population, it indirectly pro-
vided economic support for many more. However, it is important to em-
phasize that this is an activity that is still inconsistent with prevailing social
mores and the religious beliefs of almost all Afghans. For the most part,
people find themselves compelled to engage in growing poppies because
they have no alternative means of earning an income to provide for their
families. 

The government fully recognizes that eliminating the opium economy
is an essential element in any strategy aimed at increasing internal security
and political stability as well as promoting economic development and
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reducing poverty. As a result, counternarcotics activities play a major cross-
cutting role in Afghanistan’s development strategy. While these activities
are generally aimed at developing alternative livelihoods, substantially ex-
tending eradication efforts, and improving law enforcement, there is nev-
ertheless a direct and vital linkage between the elimination of the opium
economy and the more general revitalization of the economy. 

A New Vision for Afghanistan’s Private Sector 

To create a robust and dynamic private sector, the government and the pri-
vate sector must establish a working relationship that allows private busi-
nesses to succeed and to move beyond basic survival. The most pressing is-
sues on which this working relationship should focus are strengthening the
financial sector, investment in basic infrastructure, investment in human
resources and skills development, securing property rights, a stable envi-
ronment for private investment, and strengthening institutions for good
governance.

Strengthening the Financial Sector 
In a 2004 survey of business people, access to finance was identified as

the third most serious problem faced by business, with finance-related
issues accounting for three out of the top ten problems that businesses
must confront.10 The financial sector faces a number of significant con-
straints, but these do not include the amount of funds that are available for
lending in the banking system; rather, it is the limited capacity of many
banks to analyze business plans and make sound commercial decisions on
loan proposals. Studies have shown that banks, especially state-owned
banks, are only lending approximately 20 percent of their available capi-
tal.11 Bank lending is also severely constrained by the lack of reliable legal
protection for the recovery of collateral when borrowers default.

The private sector must also strengthen its business capabilities so that
it can more effectively communicate its financial requirements to banks. In
particular, improvements in two broad areas are needed: internal account-
ing and documentation systems, and business plan development. Local
business people typically have strong entrepreneurial skills, but they often
lack the background and experience necessary to introduce accounting sys-
tems or to prepare effective business plans. In the short run, the emergence
of the business development services industry will help firms that do not
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have the required accounting and financial skills internally to improve their
business practices. 

Investment in Basic Infrastructure 
Private sector competitiveness depends on access to productive infra-

structure, particularly roads and power generation. A modern road system
is important for both the Afghan and regional business communities. As a
landlocked country, roads are the main transport link to the rest of the
world—over 95 percent of all goods that cross the border travel by road.12

In addition, an improved national road network would bring major social
and economic benefits to the rural population and would contribute sub-
stantially to the increased integration of the national economy.

In the same 2004 survey of business people referred to above, power
generation and road and transport problems were identified as the first and
fourth most serious problems facing businesses. Shortcomings in these
areas result in higher costs for businesses and put them at a competitive dis-
advantage.13 The UN Development Program estimated that simply reha-
bilitating transport and energy infrastructure alone will cost $3.7 billion
over the next ten years.14 (The total cost of rehabilitating, upgrading, and
undertaking the additional infrastructure investments needed for full eco-
nomic recovery will cost substantially more.) Improving infrastructure pre-
sents an opportunity to attract private investors with financial resources
using one of the many successful public-private partnership models that
have worked in other countries, such as Malaysia.15 Without this invest-
ment it will continue to be difficult for business to become competitive.

A well-developed road network would also considerably increase the
opportunities for intraregional trade, taking advantage of Afghanistan’s
strategically important location linking Central and South Asia as well as
Iran and Turkey. Much of the intraregional trade bypasses Afghanistan
because of security concerns, poor infrastructure (roads and handling facil-
ities), and lack of compliance with international transit agreements.

Power generation also represents a major infrastructure problem for the
private sector. Seventy-six percent of firms must operate generators to
ensure a regular and high-quality power supply—the highest share in the
region.16 Use of generators is expensive, unsustainable, and degrades the
environment. Effort is being devoted to rehabilitating much of the former
power generation capacity that deteriorated during the years of war.
Another way to ameliorate this problem in the short term is to rely more
on industrial parks, which can provide an integrated solution for some of
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the private sector’s biggest problems: security, electricity, and land titles.
The government, with the assistance of international donors, is rehabili-
tating neglected facilities as well as developing a number of new industrial
parks. 

There is also enormous untapped potential for increased trade in energy
within the region. One indication is the construction of a major power
transmission line from Uzbekistan to Kabul. There continues to be con-
siderable interest in pipeline investments that would bring gas from Cen-
tral Asia and Iran to markets in Pakistan and India. In addition to these tra-
ditional energy sources, there are increasing numbers of innovative and
sustainable solutions that could be developed to help meet energy require-
ments. For example, miniature hydropower units have considerable poten-
tial, particularly in remote areas with ample river flow.

Investment in Human Resources and Skills Development 
Over two decades of conflict and political turmoil have left a crippled

educational system and led to the emigration of large numbers of the coun-
try’s most educated and skilled people. The adult literacy rate is about
35 percent. Because of the lack of a skilled workforce and the limited cap-
ital with which they have to work, the productivity of Afghan workers is
low compared to other countries in the region. On average, Afghan work-
ers produce only $333 in output compared to $10,043 for workers in Pak-
istan and $20,374 for workers in China.17 Overcoming this challenge will
require major investments in all levels of education over an extended
period.

Of particular importance for accelerating private sector development is
providing ample facilities for vocational and technical training. It is going
to be extremely difficult for local producers to take advantage of the export
opportunities that are increasingly available without the training necessary
to permit them to meet the requirements of the international trading sys-
tem. For example, those wishing to export horticultural produce, including
dried fruits and nuts, must be able to improve quality and be able to obtain
the international certifications necessary to earn higher profits. Workers
and managers at the farm and factory level need to be instructed on how
to maintain quality to conform to international standards. The establish-
ment of the Afghanistan National Standards Authority is an important step
in supporting this process. In addition, business people and entrepreneurs
must also reeducate themselves in order to acquire the skills required to
compete in international markets, particularly using advanced marketing
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and production methods. These types of total quality management are lit-
tle known in Afghanistan.

Securing Property Rights and Land Tenure 
Land tenure is a particularly severe problem in Afghanistan. In a World

Bank survey, 60 percent of firms surveyed identified access to land as a
major or severe constraint to expansion, the second highest ranking prob-
lem after electricity.18 In the same study, the World Bank noted that
although access to land is almost always a significant constraint to private
sector development, the problems in Afghanistan are substantially greater
than elsewhere, even when compared to other postconflict countries such
as Mozambique. 

The principal problem is access to secure land titles. Years of conflict,
politically driven land reform, and nationalization have left the country
with a confused system of property rights characterized by multiple claims
and unclear procedures for establishing ownership. In the absence of trans-
parent procedures, obtaining clear land titles becomes time-consuming and
expensive.19 Until the question of property rights is adequately resolved,
private investment will be significantly constrained because of the inability
of businesses to use land as collateral or to acquire suitable land to con-
struct factories and other facilities.

A Stable Environment for Private Investment 
Substantially increased levels of private investment will be necessary if

higher economic growth rates are to be achieved. Much of this additional
investment will have to come from foreign investors willing to commit
their resources in an untested market. In order to attract the needed foreign
direct investment, the government must reduce the risk of doing business
in Afghanistan by maintaining stable and predictable economic policies.
Numerous surveys of actual and potential investors have consistently
reported on the critical importance of offering a transparent and unchang-
ing set of rules for both foreign and domestic investors. 

Tax rates, business registration procedures, land regulations, and re-
quirements for the repatriation of capital must be clearly spelled out and
consistently implemented. Progress in addressing these issues has been
made with the introduction of a new tax code as well as new banking, pri-
vate investment, and customs laws. Additional steps aimed at streamlining
business procedures are being taken by the Ministry of Commerce and the
Afghanistan Investment Support Agency, a semiautonomous agency under
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the Ministry of Commerce and Industry with a mandate to promote both
foreign and domestic investment. 

Strengthening Institutions for Good Governance 
There are a number of governmental and civic institutions that must be

modernized and strengthened if the private sector is to realize its potential
and lead the economic revitalization of the country. These bodies have
three essential institutional functions that must be fulfilled: maintaining
internal security, eliminating corruption and improving transparency, and
creating a stable and competitive environment for business. 

Considerable progress has been achieved in each of these areas, although
much more still needs to be done. A survey of Afghan business leaders gives
an indication of the extent of the work that still remains. For example, there
are still concerns about improving security, despite the considerable progress
that has been made in the training of domestic police and army units and
the continued support of foreign forces.20 Security problems result in higher
costs for businesses that must provide their own security. The survey also
pointed to corruption as an important concern of the private sector—as it
is for the government, which recognizes that corruption is a problem that
must be addressed forcefully. Finally, many in the private sector indicated
that they believe that the government does not respond effectively to private
sector needs, for example, by providing efficient business support services,
a modern infrastructure, and a business-friendly legal environment. There
is no doubt that there needs to be more and better communication and a
deeper understanding on both sides in the private sector–public sector rela-
tionship. Like the government, the private sector is adapting to a more open
and competitive economic environment.

In recognition of the critical role that good governance and strong pub-
lic institutions will play in achieving the social and economic development
goals of the country, the government has placed these issues at the center of
the ANDS. Far-reaching institutional, legal, and procedural reforms are
under way throughout the public sector that will result in new organiza-
tional structures that correspond more closely to the requirements of the
market-oriented economy being adopted by the country, including the Pri-
ority Reform and Restructuring program, which is leading to major re-
structuring efforts that will substantially strengthen the public sector. Vir-
tually all commercial laws and regulations will be significantly reformed
within the next several years. One indication of the procedural reforms that
are under way is the changes that have been introduced by the Ministry of
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Commerce and Afghanistan Investment Support Agency in business regis-
tration requirements. According to a World Bank study, Afghanistan has
one of the most efficient registration systems in the world.21 However, it
should also be remembered that institutional reform is among the most
difficult and time-consuming changes to implement effectively because it
involves people’s livelihoods and the way that they function in the work-
place—which is as true for the private sector as it is for the public sector. 

A Supportive Legal Environment 

A modern, reliable commercial legal system is critical to attract the invest-
ment needed to revitalize the economy. Like many of the other aspects of
the institutional and infrastructural foundations that support the econ-
omy, decades of conflict have left the legal system in need of substantial
reform and strengthening. In the words of the ANDS: “As much of the
[country’s] current commercial legal framework is governed by outdated
legislation, the development of the legal and regulatory framework, based
on international standards and best practices, will be critical to the ability
of Afghanistan to attract investment, to promote exports, ensure the safety
of goods in the domestic market, and to ensure adequate levels of compe-
tition necessary for the equitable operation of the marketplace.”22

The legal system is composed of three occasionally overlapping systems:
sharia (Islamic law), jirga (traditional systems of informal justice), and the
formal system based on the 2004 constitution. The Afghanistan Commer-
cial Code of 1955 remains the law for business dispute resolution. Begin-
ning in 2003, the government, with the help of international legal experts,
began the process of drafting updated laws to bring this code up to inter-
national standards. 

The legal system also suffers from a number of deep-seated institutional
weaknesses that must be addressed. Underlying these weaknesses has been
the long disruption of legal education and training, which has seriously
depleted the human resources required for any legal system to function
properly. One result is that the formal legal system is used infrequently by
the private sector to resolve commercial disputes. As an alternative, private
firms have often turned to the informal jirga system to settle their problems
despite a lack of consistency across jurisdictions.23

The government, with the assistance of the international community, is
engaged in a comprehensive program of reviewing and updating virtually all
commercial laws. The first important steps were the passage of banking, tax,
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private investment, and customs laws. But this process is exceedingly com-
plicated, not least because all new laws must be accurately translated and
fully consistent in three languages: Pashto, Dari, and English. These legal
reforms are also taking place in the context of Afghanistan’s more active
engagement with a number of international bodies and agreements, includ-
ing the World Trade Organization (WTO) and the International Monetary
Fund. These organizations impose important legal requirements of their
own. Nonetheless, the government is fully aware of the key contribution that
reforming its commercial laws and legal procedures will make in fostering
prosperity and economic growth and is giving this effort its highest priority. 

The Commitment to Eliminate Corruption 
The reform of the legal system and a strengthened commitment to

maintaining the rule of law are essential preconditions in the fight against
corruption. Shortcomings in public sector management and continuing
corruption impose additional costs and put the country at a substantial
competitive disadvantage. The government recognizes that corruption is a
serious problem and for that reason anticorruption efforts are one of the
most important crosscutting themes in the ANDS: “Government’s long-
term aim is to eliminate corruption in the public and private sectors in
order to improve the effectiveness, transparency, and accountability of gov-
ernment and to create an environment conducive to investment.”24

There are four key elements to the anticorruption strategy included in
the development strategy: strengthening public sector management,
strengthening public accountability systems, strengthening the legal frame-
work and judicial system, and controlling corruption within counter-
narcotics institutions.

It will not be possible to make significant progress in revitalizing the
economy without also making substantial progress toward eliminating cor-
ruption. Corruption introduces a major disincentive for investment, in-
creasing transaction costs throughout the economy. It also plays a major
role in discouraging commercial activity from taking place in the formal
economy, which cripples the government’s attempts to enforce customs
and tax regulations used to raise revenues.

International Trade and Regional Economic Cooperation 

As a relatively small, landlocked country with a limited domestic market,
Afghanistan must rely to a great extent on increasing international trade to
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propel the higher rates of economic growth necessary to revitalize the econ-
omy and achieve the country’s core economic objectives. There are three
key elements in the government’s strategy aimed at promoting trade based
on rapid reintegration into the global economy, expanding access for Af-
ghan goods in foreign markets, and maximizing the economic benefits of
increased trade:

—a broad program of trade liberalization that will establish an open
and transparent trading environment, made more stable through accession
to the WTO;

—more active regional economic cooperation, based on extending re-
gional and bilateral trade agreements in order to maximize market access
for domestic producers; and 

—an ongoing program to improve trade facilitation and reduce trans-
portation costs.

Trade Liberalization 
The ANDS establishes a commitment to implement a general policy of

trade liberalization that encompasses wide-ranging initiatives, including
policy and regulatory reforms and steps to reduce nontariff barriers to trade
and investment. These goals are essential to establish the open and trans-
parent economic environment needed to foster competitive commercial
activities. It is well understood that the free movement of goods through-
out the region is central to the country’s prosperity and a critical condition
for better integrating the national economy.

A more liberal trade environment will also greatly benefit agriculture and
the rural economy, which has largely been left behind in the economic
recovery that has taken place since the end of the Taliban regime. During
the last two decades, exports declined to a fraction of the levels that existed
before the Soviet invasion in 1979. Exports consist almost entirely of agri-
cultural goods: fresh and dried fruits, seeds, hides and skins, wool, and cot-
ton. Handwoven carpets, which were largely made with domestic wool,
have been the other notable export. Increased international trade will almost
certainly begin with expanding markets for what have been Afghanistan’s
traditional exports. Greater access to markets for its products will directly
lead to more rapidly increasing incomes and employment opportunities in
rural areas, where the incidence of poverty is especially high.

Considerable effort is also being devoted to the country’s process of
acceding to the WTO. Having been granted observer status in 2004, the
government is giving high priority to completing the requirements for full
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membership as quickly as possible. The benefits of WTO membership go
beyond allowing the country’s exporters to compete on a more level play-
ing field in foreign markets. The process of preparing for accession is itself
providing a highly useful framework within which the process of reviewing
and reforming commercial institutions, laws, and regulations can proceed
more systematically and in line with international standards. When the
process is completed, it will not only lead to Afghanistan becoming a full
member of the global economic community, but it will also send a strong
signal to international investors and traders with regard to stability. 

Regional Economic Cooperation 
Regional integration is among the highest priorities for Afghanistan’s

trade policy. Afghanistan has actively pursued trade agreements with coun-
tries throughout the region.25 Integration is also a crucial part of the broader
ANDS theme of pursuing greater regional cooperation. The ANDS states
that “Government’s goal is to contribute to regional stability and prosperity,
and to facilitate the enabling conditions for Afghanistan to resume its role
as a land bridge between Central and South Asia in order to benefit from
increased trade and export opportunities.”26

Afghanistan is an active member of the Economic Cooperation Orga-
nization (ECO), which promotes trade liberalization and integration
within the region. Member countries include Azerbaijan, Iran, Kazakhstan,
the Kyrgyz Republic, Pakistan, Turkey, Turkmenistan, and Uzbekistan. In
early 2005 a preferential trade agreement, the ECO Trade Agreement, was
signed. It reduces intra-ECO tariffs to a maximum of 15 percent over the
course of the next fifteen years and also provides for cooperation in the
reduction of nontariff barriers and other trade-related charges.

With the agreement of the South Asia Association for Regional Coop-
eration (SAARC) in November 2005, Afghanistan became a full member
of that organization.27 The South Asia Free Trade Agreement entails the
phased reduction and eventual elimination of intra-SAARC tariff rates for
a substantial number of goods (that is, goods not included on each coun-
try’s sensitive lists). It also provides a formal regional institutional mecha-
nism with which to address other trade- and transit-related issues. This
free trade agreement offers Afghanistan preferential access to one of the
world’s largest and fastest growing markets.

Afghanistan’s preferential trade agreement with India grants 50 to
100 percent tariff concessions for a number of the country’s most impor-
tant exports, including fresh and dried fruits, seeds, medicinal herbs, and
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precious stones. The market shares of products in the Indian market have
substantially increased. 

The government is also exploring the potential for participating in a
number of additional regional and bilateral trade arrangements. These
arrangements include, for example, participation in the Central Asian
Regional Economic Cooperation (CAREC) program, which seeks to pro-
mote increased coordination in customs, energy, trade facilitation, and
trade policy. CAREC in 2006 included Azerbaijan, China, Kazakhstan,
the Kyrgyz Republic, Mongolia, Tajikistan, and Uzbekistan. 

Trade and Transit Facilitation 
Particular attention is being given to addressing transit and customs pro-

cedures that add unnecessary costs to trading activities. As a landlocked
country, it is especially important to strengthen transit agreements with
neighbors to permit improved access to lower the costs of transportation
for goods to and from regional countries as well as the seaports through
which Afghanistan exports to other important international markets. In
addition, with assistance from the international community, there is a great
deal of activity under way to construct new, more efficient, fully integrated
border posts that will incorporate new systems to facilitate trade, including
the computerization of customs. Investments aimed at securing the borders
will contribute significantly to improving security and aid in the fight
against the narcotics trade. Improved systems at the borders, along with the
trade policy reforms being enacted, will also do much to eliminate official
corruption by reducing the incentives for traders to smuggle.

Like many other countries, Afghanistan is increasingly looking at more
general ways to facilitate trade, especially reforms that need to take place
“behind the border.” These include the simplification and harmonization
of trade-related procedures, such as product standards, customs clearance,
and activities involved in the collection and processing of data required for
goods being traded internationally. This list includes a wide range of activ-
ities including procedures relating to licensing, sanitary, and phytosanitary
requirements; transport formalities; and cross-border payments, insur-
ance, and other financial requirements. But improving trade facilitation
also entails reducing barriers to international investment, improving inter-
national telecommunications facilities and transportation infrastructure,
as well as providing better access to business visas and the movement of
people between countries for business purposes. The liberalization of
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trade in services throughout the region is an explicit goal in the develop-
ment strategy.

The government recognizes that trade facilitation should be seen as an
ongoing process, not a checklist of specific steps that can ever be achieved
with finality. All of the areas mentioned above are constantly altering as
economic conditions change. Ensuring the maximum possible contribu-
tion toward effective trade facilitation is very much a moving target. What
is needed is a comprehensive and effective framework with which to guide
and manage the ongoing process of trade facilitation. Establishing an
environment where the entire array of these issues can be addressed effec-
tively will depend upon the government and the private sector working
together to create a mind-set where initiatives aimed at streamlining and
reducing trade-related transaction costs can be continually identified and
implemented.

The Way Forward 

This chapter has sought to convey some sense of the scope and complexity
of the tasks facing Afghanistan in rebuilding the nation after years of occu-
pation, conflict, and political turmoil. When one first looks at the immen-
sity of the challenges, addressing them may seem too ambitious, almost
beyond reach. However, when the strategies for meeting these challenges
are carefully considered and broken down into well-defined tasks, the way
forward begins to look more manageable. It must be recognized that no
government could carry out such a comprehensive program on its own.
Afghanistan has been fortunate to have much of the rest of the world en-
gaged as an active working partner in these endeavors, providing financial
assistance and technical expertise. More important, the country has been
able to draw on the strength and resilience of the Afghan people, includ-
ing the growing number of Afghan refugees, in 2006 estimated to be as
many as 4 million, who are returning to participate in the rebuilding of
their country. 

The revitalization of the economy will depend on a number of factors,
each of them critical. The first task has been to establish a comprehensive,
consistent economic framework that sets out the structure of the economy
that will emerge from the process. From the outset there has been funda-
mental agreement that Afghanistan would have a free market economy, with
the private sector responsible for making the key commercial decisions
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regarding production and investment. Most of the rest of the world has seen
that this model is essentially the only workable solution. Afghanistan has had
the opportunity to learn this lesson itself. Based on widespread consultation
with all local and international stakeholders, this framework has been trans-
lated into an Afghan development strategy for the way forward. 

Investment in both physical and economic infrastructure will also play
a major role in the revitalization of the economy. Improved physical infra-
structure, especially the rehabilitation and new construction of roads, as
well as increased capacity for power generation, will not only provide essen-
tial services for expanding production but will also provide much needed
employment opportunities in the short term. (Increased infrastructure
investment will also provide a basis for greater regional cooperation because
the amount of work that will be required is well beyond the capacity of
domestic firms.) Equally critical is additional investment in economic
infrastructure—especially legal reform and institutional strengthening;
deepening of democratic political processes, inextricably linked with
improved public education on economic issues; and establishing and main-
taining pubic security. 
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What are the likely benefits of greater regional coopera-
tion in the region of which Afghanistan is the heart,

and what are the prospects that such cooperation might actu-
ally be achieved? For more than a generation, the very question
would have seemed quixotic and utopian. After all, during the
decades of Afghanistan’s crisis both major powers and neigh-
boring states viewed that suffering land mainly as a source of
problems to be avoided at all cost. Madeleine Albright’s oft-
quoted quip that the best approach to Afghanistan was to
“build a fence around the country and forget about it” aptly, if
cynically, reflected the prevailing view pre–September 11. 

It is no surprise that the new Afghan government created by
the Bonn process was preoccupied over the first years of its exis-
tence with building internal institutions and normalizing con-
tacts with the UN, United States, and major donors. That
process is far from complete, but it has advanced to the point
that the new government can focus more directly on its rela-
tions with neighbors. Not that it ever avoided this topic, for
relations with Pakistan in particular were always of first-order
importance. But only since 2005 has the Karzai administration
reached the point at which it can not only respond to problems
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involving neighbors but begin pursuing the benefits that might derive from
closer interaction with them. 

Impediments to Regional and Continental Trade 
Involving Afghanistan 

Good intentions are necessary but not sufficient; Afghanistan must, as it
turns outward, address the legacy of a quarter century of being justly
viewed as a threat to states beyond its borders. In the case of its northern
neighbors that were formerly part of the USSR, this notion of Afghanistan-
as-threat was and, in all cases except Turkmenistan, still is enshrined in
their military doctrine. Indeed, as recently as November 2005, the Russian
foreign minister invoked it once more to justify his renewed effort to invig-
orate the common defense agreement that is part of the flagging Com-
monwealth of Independent States.1

The obvious justification for such talk is the flow of opium and cocaine
from Afghanistan. Money from this trade is a significant factor in the GDP
of both the Kyrgyz Republic and Tajikistan, while the associated criminal-
ity affects all regional states. Since traffickers pay their workers in kind, it has
led to an appalling increase of addiction in all the neighboring countries,
especially Iran. On this basis Russia prodded the Shanghai Cooperation
Organization to establish an antinarcotics center in Bishkek, the capital of
Kyrgyzstan, and, more recently, set up an office of its own antinarcotics
agency in Kabul. 

Yet there is a disingenuous element in this use of the narcotics issue to
perpetuate the isolation of Afghanistan within the region. The entire indus-
try is demand driven, with nine-tenths of the demand for Afghan heroin
coming from Europe and Russia.2 Moreover, nearly all the money from the
trafficking goes to the consuming and trafficking countries, not to
Afghanistan. Beneficiaries include not only the Balkan, Turkish, Nigerian,
and Russian mafias but also prominent politicians in several countries
neighboring Afghanistan.3 As former Minister of the Interior Ali Jalali said,
“Afghan farmers do not create traffickers; traffickers create opium farmers.”4

Given this fact, one might suggest that Afghans have as good a case against
the consuming and trafficking countries as the latter have against the
Afghans.

Beyond drugs, each regional state has had its own concrete and specific
reasons for treating Afghanistan as a kind of pathology. The flow of arms
and millions of immigrants during the Soviet invasion and civil war threat-
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ened to destabilize Pakistan, prompting it to support the Taliban as a means
of pacifying its neighbor. The successes of the overwhelmingly Pashtun Tal-
iban in turn marginalized Tajiks and Uzbeks in the north of Afghanistan. 

The new states of Uzbekistan and Tajikistan had virtually no contact
with their co-ethnic populations to the south since Stalin closed the border
in 1936 and viewed them as backward, ignorant, and superstitious. Yet they
could not ignore their fate, if only because of the danger of cross-border
migration it created. No wonder, then, that Tajikistan hosted an early
post–September 11 meeting at which Russian president Vladimir Putin and
Russian general Anatoli Kvashnin anointed the largely Tajik Northern
Alliance as the new rulers of Afghanistan. The Bonn Conference a few
weeks later imprudently recognized this gross power play, and it took Pres-
ident Karzai two years to reverse its dangerous consequences and introduce
ethnic balance into his administration. 

Uzbekistan, meanwhile, knew well that the Islamic Movement of Uzbek-
istan had found refuge and financial support in Afghanistan both from the
Taliban and from al Qaeda, and that people with close Afghan ties were
responsible for the 1998 bombings in Tashkent. There is controversy over
the degree of Uzbekistan’s support for Abdul Rashid Dostum, the Afghan
Uzbek warlord, but it is understandable that Uzbekistan was concerned over
developments to its south. In 1998 it was the first country to raise concerns
over terrorism to the U.S. government.5 The Islamic Movement of Uzbek-
istan failed in 1999 and again in 2000 to enter Uzbekistan, but its forces
found financial and material support in Afghanistan, wintered comfortably
at the hot springs in the Jirgital District of Tajikistan, and were able to pass
unopposed through parts of Kyrgyzstan’s Batken province and the moun-
tains east of Shimkent in Kazakhstan—confirming Tashkent’s fears of
Afghanistan as the main source of a radical Islamist contagion for Uzbek-
istan and its neighbors.

Iran had equally sound reasons to fear its neighbor, Afghanistan. Cen-
turies earlier the Sunni Muslim army of Afghanistan had toppled the gov-
ernment of a newly Shia Safavid Persia, and Ayatollah Khomeini’s Iran
feared a repeat. Like several of Afghanistan’s other neighbors, Iran sought
out sympathetic warlords and parties inside Afghanistan whom it could
back and generally worked to undermine Taliban power and contain Af-
ghan energies.

Similar fears arose in Beijing regarding the easternmost zone of Central
Asia, China’s Xinjiang Uighur Autonomous Region. The Turkic indepen-
dence movement had never been strong there, nor did radical Islam make
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much headway, in spite of the fact that trader-missionaries entered the area
from Pakistan’s Northwest Frontier province and a few Uighurs found their
way into Afghanistan, where they fought with the Taliban.6 But China’s
“Strike Hard—Maximum Pressure” program against local Turkic Muslims,
launched in 1998, explicitly identified Afghanistan, and also the newly
independent states of Kazakhstan, Kyrgyzstan, and Tajikistan, as the new
threats to China’s territorial integrity. In 2001 China convened the Shang-
hai Group (later the Shanghai Cooperation Organization) with the explicit
purposes of neutralizing its three western neighbors as sources of separatist
propaganda and Afghanistan as a source of Islamist proselytizing.7 In the
same year, China lent cautious support to Operation Enduring Freedom as
a means of containing the Afghan threat. 

Thus each of Afghanistan’s neighbors before 2002 viewed that country
as a serious, if not the most serious, threat to its national security. This
threat was incorporated into their respective security doctrines and trans-
lated into practical programs of action. To contain that threat or hamper
worse alternatives, they all supported forces within Afghanistan that they
considered might moderate the threat to Afghanistan’s neighbors. Most of
these forces posed serious dangers of their own and contributed to internal
division and centrifugal pressures within Afghanistan itself. 

With the exception of Pakistan, none of Afghanistan’s neighbors recog-
nized any Afghan government between the Soviet invasion and 1992. As
an important consequence, the elites in all the neighboring countries (with
only the partial exception of Pakistan) until very recently had no real
knowledge of the country beyond the particular warlord or faction their
country was supporting. 

Normal contact between Afghanistan and both Turkey and India was
suspended for a generation. Turkish followers of the Kemalist Sufi leader
Fethullah Gülen operated secular schools in several Afghan provinces until
the Taliban closed them down, while India lent quiet support to whatever
forces within Afghanistan opposed those backed by Pakistan. Beyond these
token efforts, the mutual isolation of Afghanistan and these regional pow-
ers was complete. 

The one exception to this prevailing fear, hostility, and lack of contact
with Afghanistan was Turkmenistan. Besides being concerned over its co-
nationals in Afghanistan, Ashgabat under President Saparmurat Niyazov
and especially (former) foreign minister Boris Shikhmuradov was eager to
free itself from Russian economic dominance by building a gas pipeline
across Afghanistan to Multan in Pakistan.8 This interest led to steadier and

07-7569-0 07  1/16/07  11:33 AM  Page 158



Regional Development: The Afghan Pivot 159

closer relations between Afghanistan and Turkmenistan than existed be-
tween Afghanistan and any other former Soviet state of Central Asia. Even
these ties were modest and did not really affect the overall conclusion that
Afghanistan’s regional neighbors, at the time of September 11, had to re-
constitute both their knowledge of and contacts with Afghanistan, begin-
ning nearly from zero. What they did know was of little use to them as they
struggled to make sense of the new conditions that emerged after the Tal-
iban’s fall and the start of the Bonn process. In short, legitimate suspicions
and fears nurtured over a generation slowed the development of new rela-
tions with the Karzai government.

Today the Bonn process is complete, Afghan sovereignty is reestablished,
and an impressive electoral process has put in place a government that enjoys
legitimacy at home and abroad. What, then, are its prospects for the future?
Security remains a serious concern, with Mullah Mohammed Omar, speak-
ing from Peshawar as recently as late 2005, calling for an Afghan jihad against
foreign forces. Killings by Taliban holdouts also continue. Even though these
have been concentrated in areas adjoining the border with Pakistan, the
number and effectiveness of attacks increased during 2005. Such concerns
naturally fan all the old fears. Pakistan’s President Pervez Musharraf ’s quip,
much derided in Kabul, about building a security fence along Pakistan’s bor-
der with Afghanistan, shows how insecurity within Afghanistan still has the
potential to isolate the country within its neighborhood.

Trade’s Potential and Reasons for Its Underdevelopment 

Closely related to the problem of insecurity is Afghanistan’s prevailing poverty,
which economic growth since 2002 has barely touched. Besides perpetuating
human misery, Afghanistan’s pitifully low GDP leaves the government with-
out a tax base sufficient to fund even the most rudimentary social and eco-
nomic services, let alone provide for the nation’s security. Until such a tax base
exists, the government will remain dependent on foreign assistance, mainly
from the United States, which is now approximately $10 billion a year for
security and $2.4 billion a year for economic and social development, sums
that are surely unsustainable.9 Hence Afghanistan’s future depends directly on
future expansion of the economy to the point at which it is able, through
taxes, to provide the government with a normal income stream.

It has often been pointed out that manufacturing is the quickest path to
national prosperity, outstripping both agriculture and trade. But for Af-
ghanistan, almost wholly lacking in modern skills and manufacturing

07-7569-0 07  1/16/07  11:33 AM  Page 159



160 S. Frederick Starr

infrastructures, this solution holds little immediate promise. Agriculture
offers better prospects, but this sector requires both processing and storage
capacities that do not now exist in Afghanistan, and also access to regional
and international markets. Barring the discovery of large deposits of hydro-
carbons or rare minerals, Afghanistan’s best hope lies in the area of regional
and especially continental trade, which is scarcely surprising, as such trade
has defined the country’s economy and culture for three millennia.

Trade has already begun to revive both within the borders of Afghanistan
and with the country’s immediate neighbors, especially Pakistan and Iran.
Reconstruction in Kabul and projects elsewhere in the country have created
a huge demand for everything from vehicles, machinery, and building mate-
rials to household supplies, tools, and manufactured clothing. Pashtun
traders from Pakistan have tapped a seemingly limitless market for such
goods in Afghanistan. The value of exports from Afghanistan to Pakistan is
barely a sixth as large as the reverse trade, but it, too, is growing rapidly. 

A similar situation exists with respect to Iran. The traditional eastern ori-
entation of Iranian trade did not cease even during the Soviet occupation of
Afghanistan and the subsequent civil war. To facilitate this trade, Iran has
established consulates in various parts of Afghanistan, provided assistance
for the construction of roads leading to its territory, and mounted trade
fairs in Kabul and Herat.10

By comparison, Afghan trade with the formerly Soviet states to the
north is minimal. Isolated from each other for generations, neither Afghan
businessmen nor their counterparts to the north are accustomed to think
in terms of the other’s market. Poor infrastructure reinforces this pattern.
Until the recent opening of three small bridges over the Pyandzh River in
the Pamirs, there was no commercial intercourse between Tajik and Afghan
parts of Badakhshan, even though they are linked by common Old Iranian
languages and common Pamiri ethnicity. Trade between the rest of Tajik-
istan and Afghanistan has been constrained by the absence of a major
Pyandzh bridge and feeder roads to the north. While the old Soviet-built
“Friendship Bridge“ still links Afghanistan with Uzbekistan, it is in pre-
carious condition, and the border otherwise lacks all the customs and orga-
nizational infrastructure needed to sustain active trade. By comparison, the
border with Turkmenistan is easily passable, although in this case trade is
limited by the absence of major population centers and markets in the bor-
der areas of both countries. 

A more serious constraint on trade between Afghanistan and its neigh-
bors is the scarcity of obvious complementarities between their economies.11
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Afghan agricultural products do not differ sharply in either type or quality
from those of its neighbors, and the country has little to offer in exchange
for imports other than raw materials. It could compete on the basis of the
exceptionally low cost of labor inputs there, but to reap this benefit,
Afghanistan would require efficient systems of communications and trans-
port and secondary market centers, none of which now exist. 

Revival of Regional and Continental Trade 

The combination of old thinking, shortcomings of infrastructure, and the
lack of complementarities between their economies has thwarted the devel-
opment of trade between Afghanistan and its neighbors. These problems
hold especially true for north-south exchange but affect east-west trade as
well, notwithstanding the relatively greater volume of trade along this axis.
Recently, however, there have been some signs of positive change. Thanks
to help from the United States, cement manufacturers in the Kyrgyz Re-
public have gained a foothold in the Afghan market. Uzbek and Tajik sup-
pliers of building materials have opened contacts in Afghanistan. Tajik-
istan and Turkmenistan are both selling electric energy to Afghanistan, and
the first Kazakh bank is soon to open an office in Kabul.

Despite these promising beginnings, intraregional trade among the
countries of what might be called Greater Central Asia is likely to remain
limited. What are the prospects for continental trade crossing Afghanistan,
that is, long-distance transfers by land between China and Northeast Asia
and the Middle East, between Europe and the Middle East and the Indian
subcontinent and beyond, and between Russia and India? These, after all,
were the grand routes that defined the world’s most lucrative land trade for
millennia, the so-called Silk Road. 

For the time being, such trade is all but nonexistent. A few major Turk-
ish firms (such as Yuksel Construction Company) have transported vol-
umes of building supplies by land across Iran to Afghanistan, but this activ-
ity is ad hoc and will not lead to sustained, two-way commerce. The
United States has also engaged a couple of Chinese firms from Xinjiang in
projects in Afghanistan, which necessitated their bringing materials across
the Pamirs, but these transfers, too, were both limited and irregular. 

Notwithstanding its present insignificance, continental trade through
Afghanistan holds great potential for the future. Indian manufacturers
from Mumbai and Gujarat could send products not only to Central Asian
markets but beyond to Russia and Eastern Europe. China could transport
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products to Iran and the Middle East by routes crossing Afghanistan, while
Iranian and Middle Eastern suppliers could send goods overland to South
Asia. West Siberia and the Urals, presently dependent mainly on modest
east-west traffic, could open up new prospects in the Middle East, Pakistan,
India, and beyond, provided that they could convey goods by road or rail-
road through Afghanistan and the rest of Central Asia.

No less promising is the continental transport of energy from Central
Asia and Afghanistan to the Indian subcontinent. Pipelines could send oil
and gas from the Caspian basin across Central Asia and Afghanistan to
energy-starved India or overland to Pakistani and Iranian ports and thence
by tankers and liquefied natural gas ships to Southeast Asia. Electric power
from Tajikistan and the Kyrgyz Republic could find ready markets in Pak-
istan, not to mention in Afghanistan itself.

The absence of essential infrastructure for this trade has already been
noted. This deficit exists both with respect to physical installations—roads,
bridges, pipelines, power transmission lines, gas and service stations, and
the like—and to the critically important institutional support system, in-
cluding reliable border security, common standards for weights and sign-
age, mutual recognition of licenses, moderate tariffs and duties, and effi-
cient systems for their collection.

Responsibility in all these areas inevitably falls to government. Indeed,
development of these systems and processes is an essential element of state
building. Yet the Afghan reconstruction effort has responded far more
attentively to the need to develop a constitution and elective political insti-
tutions than to the equally important need to develop the normal institu-
tions of state. Bonn’s timetable pertains to political benchmarks, not state-
building benchmarks. 

Many efforts are under way to address this shortcoming. Japan, Saudi
Arabia, and the United States are working to complete the essential but
long delayed “ring road” that will connect Herat, Kabul, and Kandahar and
serve as a kind of mixing bowl for truck traffic coming from east, west, and
north. The United States recently proposed to double the $622 million a
year now designated for this project.12 The United States has also begun
construction on a critically important Pyandzh bridge that will become a
key element of north-south transit in and through the region.13 China has
engaged a Turkish construction firm to complete the road across the Kulma
Pass from Xinjiang to Tajik Badakhshan, which in turn links to the new
American bridge via the Khorog-Kulyab highway now being rebuilt with
international assistance. Iran’s 115 Construction Company meanwhile has
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already built a new road linking Herat with the Iranian border town of
Islam Qala and is now engaged in rebuilding the internal road system of
Herat province. 

Even secondary roads are being rebuilt, although these projects are pro-
ceeding more slowly. Within Afghanistan, the United States is rebuilding
the fifty-five-kilometer road linking the eastern towns of Sharana and
Orgun, and also the sixty-four-kilometer road between Qalata and
Shinkay. The latter projects have involved 600 Afghan contractors and
laborers, many of them demobilized irregular fighters.14

Parallel with these efforts, Iran, with help from Russia and India, is rush-
ing to complete a trunk highway and railroads that will lead south from
Kazakhstan and Turkmenistan across Iranian Khorosan to its new port of
Chabahar. It is also supporting the construction of a new road from
Chabahar to Afghanistan’s Helmand province, and China and Pakistan are
hastening to complete construction of the major new port at Gwadar, east
of Chabahar in Pakistani Baluchistan.15 China and Pakistan are also col-
laborating in reconstructing the roadway of the Karakoram Highway south
from Xinjiang to Islamabad and then extending it to Gwadar. Closely
related is the critically important Kandahar-Gwadar road, which will link
the Afghan ring road with the new port and thus provide a continuous
road link between the Urals, West Siberia, Central Asia, and the Indian
subcontinent. While engineering work on this project has been completed,
actual construction has barely begun and may be delayed by persistent
security problems along the route.

For the time being, all attention regarding oil and gas pipelines is focused
on the Turkmenistan-Afghanistan-Pakistan (TAP) route. The Asia Devel-
opment Bank in 2005 issued an encouraging report on the economic
prospects of this project, and the participating countries have moved rapidly
to assemble construction and management teams.16 The three governments
declared that work will begin by 2008 but qualified their timetable with a
disconcerting warning that the project still awaited definitive commitments
from investors.17 Given its scale, said to reach 4.6 billion cubic meters a year
from Turkmenistan’s Dauletabad field alone, it is all but certain that fund-
ing will be found for the 1,600-kilometer project. The problem is that this
capacity is more than can be consumed by Pakistan alone. This issue poses
no problem if India and Pakistan settle their decades-long competition over
Kashmir and other border areas. Should they fail, however, the entire proj-
ect would doubtless be placed in jeopardy, at least until the Pakistani econ-
omy develops new demand.
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In addition to the aforementioned issues, the international gas crisis of
January 2006 also had an impact on the future of the TAP project. Russia
pursued its political objective of dominating its neighbors by briefly with-
holding gas supplies from Ukraine, Moldova, and Georgia. Then, as the win-
ter deepened and demand within Russia soared, it cut back deliveries to
Western Europe was well. Russia’s plan to build a “liberal empire” through
the use of its gas weapon required that it control the export of all gas from
Turkmenistan as well. To this end it vehemently opposed the TAP pipeline
and proposed instead an alternative that would run from Iran directly to
Pakistan and then to India, bypassing both Turkmenistan and Afghanistan.18

In January 2006 Russia pushed this project forward to the point of announc-
ing it publicly long before the funding was in place. It is by no means clear
as of this writing that the Iranian alternative will in fact be constructed or that
the construction of this rival line would kill the present momentum for the
TAP project.

By their nature all these projects call for financial and organizational
collaborations between two or even three countries. Without such cooper-
ation it is unlikely that the project will be built. For example, no country
will commit resources to road or bridge construction until it is convinced
that its relevant neighbor will complete needed work on its side of the bor-
der. In the case of the TAP project, Turkmenistan and Afghanistan depend
on Pakistan to find consumers for all the gas delivered (since gas, unlike oil,
cannot be stored and must be used soon after it is delivered.) 

Even if the relevant two or three countries approve in principle a given
project, it can often die without the help of a major outside power for
one simple reason: the absence of sustained prior contacts within the
region has left a residue of misunderstanding that often requires a third
party to mediate and guarantee the deal. Independent of its ability to
finance projects, the United States is seen by many in the region as an
“honest broker.” In that role, it can use its convening power to bring the
contending parties together in a productive relationship that might not
otherwise exist. The United States has a vital role to play in the develop-
ment of physical infrastructure across all of greater Central Asia and the
Caucasus. The Pyandzh bridge between Tajikistan and Afghanistan is the
most significant manifestation of this role to date. Up to now the tripar-
tite consultative group consisting of Afghanistan, Pakistan, and the
United States has been used mainly to address security issues, but trade
is also on its agenda, and it could be a useful vehicle for coordinating
infrastructure projects as well.
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Unfortunately, many of the most promising prospects for regional and
continental trade are hostage to bad relations among states at a distance
from the main countries involved. Thus, for example, both the Kazakh-
Uzbek and Kazakh-Kyrgyz border posts mainly process bilateral trade. The
absence of continental trade at these crossing points traces to the fact that
the distant Indian-Pakistani border remains closed to long-distance truck
traffic. Similarly, poor relations between Uzbekistan and Turkmenistan (as
well as indifference on the part of its sponsor, the European Union) have
constrained the development of the entire east-west TRASECA network
extending from the Mediterranean to China.19

Rarely do countries whose actions create these choke points accept
responsibility for their negative impact on more distant countries, and it is
equally rare that the affected countries wield sufficient influence to change
the practices of distant nations that are hindering their commerce. The only
way to resolve such problems is for a major state or international financial
institution to involve itself as mediator. 

The biggest impediments to continental trade across greater Central Asia
are a very few highly specific political conflicts that have endured for
decades. First among these are the simmering tensions between India and
Pakistan over Kashmir, which effectively close all of Central Asia to com-
mercial intercourse with South Asia. Also, since the only functioning north-
south pass traversing the western Himalayas is via Pakistan, the same con-
flict bars direct commerce between Xinjiang and India. Finally, the closed
border between Pakistan and India prevents Iran from regaining its age-old
role as a leading link between the Middle East and the Indian subcontinent.
Reopening that single border would quickly revitalize Iran as a commercial
power and generate significant income for Afghanistan.

It is customary to speak of trade as a kind of reward that is conferred on
countries that successfully resolve their cross-border political problems. In
the same breath, however, it is often acknowledged that trade creates com-
mon interests and therefore improves relations. To the extent that the lat-
ter is true, regional and continental trade in the Greater Central Asia region
should be viewed as an important tool that, deftly wielded, can soften
cross-border political tensions. Unfortunately, not one state in the region
has embraced this approach, even though a number of external powers and
international financial institutions, as well as some multilateral groups, are
encouraging them to do so. 

A number of complex issues must be addressed if trade is to flow. Among
these, the financing and construction of costly physical infrastructure may be
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the simplest to resolve. Far more vexing are the problems of establishing
physical security in border zones, the development of tax and customs
regimes that foster trade rather than inhibiting it, the creation of coordinated
and simplified border control points for customs and duties, and reaching
agreement on licensing and standards. Unfortunately, progress by one coun-
try in one or even several areas does not necessarily elicit progress from its
neighbor. At 4 percent ad valorem, Afghanistan’s tariffs are the lowest in the
region (far less onerous, for example, than Pakistan’s 120 percent), but this
low rate has not triggered any general move toward tariff reduction.20 Simi-
larly, Kyrgyzstan rushed to join the World Trade Organization, but its acces-
sion brought about no changes in the border and tariff regimes of any of its
neighbors except fellow World Trade Organization member China.21

Regional and International Groupings and Organizations
Promoting Trade across Greater Central Asia 

The best hope for progress lies in multilateral initiatives. Even though these
are inevitably more complex than uni- or bilateral steps, they are more effi-
cacious because they spread inconvenience and cost more or less equally
among natural competitors. Thus, when members of the Economic Coop-
eration Organization decided in Kabul in late 2005 to reduce tariffs to
10 percent over a ten-year period, their initiative was immediately credible
because its costs were equitably distributed.22

In light of this important principle, it is worth inquiring into the status
of multilateral initiatives to promote regional and continental trade involv-
ing the countries of Greater Central Asia. What are the various multilateral
groupings of regional states, and how has each of these performed in the
area of trade and commerce? 

The number of institutions vying in this arena is surprisingly large, as is
the range of their aspirations and programs. Leaving aside the World Trade
Organization, Organization of Islamic States, and other large international
entities to which the regional states may belong, it is possible to speak of at
least nine regional entities that are directly relevant to the region’s com-
mercial future. 

First in terms of age is the Economic Cooperation Organization (ECO).
Formed in 1985 by Turkey, Iran, and Pakistan on the foundation of an ear-
lier entity dating to the 1960s, it was expanded in 1992 to include all five
of the former Soviet republics of Central Asia, and in 2003 to include
Afghanistan.23 In late 2005 its ten members held a Trade and Investment
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Conference in Kabul chaired by Hedayat Amin Arsala, minister of com-
merce of Afghanistan, and hosted by Omar Zakhilwal, head of Afghan-
istan’s newly established Investment Support Agency. Even though 200 peo-
ple attended this event, it is by no means clear, judging by ECO’s past
record, that it is capable of delivering on the expectations it has raised. Past
ECO initiatives in the areas of regional banking, spearheaded by Turkey,
and in common engineering standards for highways and tax standards for
shipments by road have each begun with strong resolutions and have been
followed up with competent research but then have stalled completely.

For a more eastern-oriented group of states, the much-discussed Shang-
hai Cooperation Organization (SCO), founded in 2001, has inherited
many of the expectations raised by ECO. Unlike ECO, however, SCO arose
from the security concerns of one power, China, which wanted to throttle
Uighur activities among neighboring states to the west. It has now extended
its ambitions into the fields of hydroelectric energy, oil prospecting, oil and
gas pipeline construction, water use, and regional trade. However, SCO
does not yet include Afghanistan. True, President Karzai attended the SCO
summit in Tashkent in June 2005, and SCO in turn has set up a contact
group to open relations with Kabul. But according to Zhang Deguang, the
head of SCO’s secretariat, the organization will not be ready to admit new
members for some time. It therefore remains unclear to what extent SCO
can foster regional and continental trade involving Afghanistan. And even
when that occurs, will SCO become a force for the equitable development
of trade involving regional states or, as Niklas Swanstrom recently argued,
an instrument for creating new forms of vassalage in the region?24

Bureaucratic divisions that assign countries in the region to different
divisions negatively affect the activities of other institutions as well. Both
the World Bank and the European Bank for Reconstruction and Develop-
ment continue to accept the southern border of the former USSR as the
dividing line between bureaus, thus hindering regionwide programming.
Happily, this division does not rule out interbureau cooperation in the area
of research.25

The same problem of regional administrative divisions affects the other-
wise commendable work of the Japanese government in Greater Central
Asia. In 2004 Japan’s prime minister inaugurated the “Six Plus One” consul-
tative group involving Japan and the five former Soviet states of Central Asia
and Azerbaijan.26 Designed to coordinate Japanese development activities on
a regionwide basis, the Six Plus One group does not include Afghanistan
because Tokyo’s Foreign Ministry assigns that country to a separate South
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Asian bureau. Efforts are under way to correct this designation and draw
Afghanistan into Six Plus One activity, but these have so far not borne fruit. 

The Eurasian Economic Union (EEU), sponsored by the Russian Fed-
eration, suffers from the same organizational problem. This entity, which
now includes Russia, all the former Soviet states of Central Asia except
Turkmenistan, and Belarus has its origins in two very different initiatives,
each of which in turn evolved from two other entities. The EEU is a lineal
descendant of the Central Asia Union, founded by Kazakhstan, Kyrgyz-
stan, and Uzbekistan in 1993.27 Prior to the addition of Uzbekistan and
Tajikistan in 2005, the Eurasian Economic Union was intended as a kind
of confederation that would lead eventually to a semiunion among its
members. By contrast, the Commonwealth of Independent States (CIS)
was to be a looser organization modeled vaguely on the postcolonial British
Commonwealth or France’s association of former African colonies. The
EEU today stands somewhere between its old identity as a future union of
states and the commonwealth notion that informed CIS, with Central
Asian members (and Belarus as well) seeking somehow to preserve their
sovereignty within it, and Russia’s powerful nationalists pushing instead
for a new multinational state. 

As the CIS talked of expanding to include security interests, Russia
sought and received observer status in 1996. The next year Tajikistan
joined, and the CIS changed its name to the Central Asia Cooperation
Organization, a name chosen explicitly to indicate that no merging of sov-
ereignties was planned. In 2004 the group acceded to Russia’s strong
request for full membership, and by 2005 Russia dominated the group to
such a degree that it could merge with the EEU. This step in turn elicited
from Kazakhstan’s president Nursultan Nazarbayev the proposal that a
new, purely Central Asian entity be created to consist initially of Kaza-
khstan, the Kyrgyz Republic, and Tajikistan. 

Such is the hold of Soviet thinking among Afghanistan’s northern neigh-
bors that at no time has it been suggested that Afghanistan be included
either in the CIS, EEU, Central Asia Union, Central Asia Cooperation
Organization, or Nazarbayev’s as yet to be formed Central Asian group.
Russia, and to a lesser extent the former Soviet states of Central Asia, con-
tinue to treat Afghanistan mainly as a security threat. In November 2005
Sergei Lavrov, Russia’s foreign minister, forcefully reiterated this view, going
so far as to propose the creation of a “security belt” around Afghanistan.28

By implication he suggested the merging of the old CIS Collective Security
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agreement with the new EEU in a manner that would continue to isolate
Afghanistan within the region of which it is the heart.

Even if Afghanistan were incorporated in any of the above groupings, it
would remain isolated from countries that have the greatest untapped poten-
tial for expanding regional and continental trade across its territory, namely
India and Pakistan. Far from “opening windows” to the south and southeast,
these groupings would all reinforce Soviet-era trade patterns that led to the
grotesque situation of products from Afghanistan and its Central Asian neigh-
bors being sent to world markets via Baltic Sea ports. Nevertheless, routes
north to Russia are important elements of any continental trade network
involving Afghanistan, as are routes west to Europe and the Middle East via
Central Asia or Iran, and routes to China via Tajikistan and the Kyrgyz
Republic. The long-term expansion and viability of all three of these channels
of trade will depend in large measure on whether goods being shipped to or
from the Indian subcontinent and Southeast Asia are part of this overall com-
merce. Indeed, the single most important factor ensuring the return of
Afghanistan to its central position in trade across the Eurasian landmass will
be the opening of routes through Afghanistan to South and Southeast Asia. 

Thanks to this reality, international groupings and organizations that
link Afghanistan with its immediate and distant neighbors to the east are
of particular importance to the overall revival of trade. ECO and the Orga-
nization of the Islamic Conference are both promising in this regard in
that they include Pakistan, but their value is limited by the fact that they
do not include India.29 By contrast, the South Asian Association for Re-
gional Cooperation (SAARC), comprising Bangladesh, Bhutan, India, the
Maldives, Nepal, Pakistan, and Sri Lanka, has the potential to integrate
commerce passing through Afghanistan from the north and west with the
heretofore closed markets to the southeast.

SAARC, established in 1985, focuses on poverty reduction, emergency
relief, antiterror activities, and trade, the last having steadily gained in
importance among the grouping’s priorities. In 2005 Foreign Minister
Abdullah Abdullah of Afghanistan wrote to his counterpart in Islamabad
asking for Afghanistan to be admitted to SAARC. Pakistan promptly pro-
posed Afghanistan for membership, and at a meeting held in late 2005, the
request was approved.30 For the first time in a quarter century, Afghanistan
has a venue for advancing its trade with the vast markets to its east.

The Asian Development Bank (ADB) is even more promising than
SAARC as a tool for the integration of regionwide trade. ADB’s territorial
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focus comprises not only the countries of South and East Asia but also the
five former Soviet republics of Central Asia, as well as Azerbaijan. To a far
greater degree than all the other international development banks, ADB
has embraced the notion of continental trade as the key to economic devel-
opment.31 Working initially with the five former Soviet republics and Azer-
baijan, ADB has promoted periodic ministerial meetings on issues perti-
nent to trade, as well as regular working group meetings of lower officials.
Until 2005 its chief interest was the opening of east-west corridors extend-
ing from the Caucasus to China. Increasingly, however, it has recognized
the importance of links to South and Southeast Asia, and for this reason it
has included Afghanistan more actively in its counsels. ADB’s internal
administrative setup does not yet reflect this emerging interest, but it is
clear that this is already changing and that in the future ADB will fully
embrace this cause.

Role of the United States 

Given the central role of the United States in the abolition of Taliban rule
and the reestablishment of normal institutions of government in
Afghanistan, it is relevant to ask what, if anything, the United States might
do in the future to revive regional and continental trade not only across
Afghanistan but in Greater Central Asia as a whole. Between 2001 and
2004, the United States focused its attention and resources on fighting ter-
rorism and creating basic institutions of government in Afghanistan proper.
As the post–September 11 agenda has been achieved, it is now possible, and
indeed necessary, to adopt a “post-post–September 11” strategy.32

The need for such a strategy is urgent. From 1992 to 2001, the United
States engaged intensely with the former Soviet states of Central Asia
through a wide range of activities in many areas. Local governments, be-
lieving that the United States considered itself to have long-term interests
in the region, made their plans accordingly. Foreign Minister Kas-
symzhomart Tokaev of Kazakhstan frequently articulated the strategy
adopted eventually by all five states in the region, namely, to use China as
a foil to Russia, and the United States as a counterweight to China and
Russia. With September 11, however, the United States subordinated any
long-term interests in the region to its short-term strategic goals of de-
stroying al Qaeda and bringing down the Taliban government in
Afghanistan. Going further, it declared to both the Kyrgyz Republic and
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Uzbekistan that the presence of its military in the region would cease as
soon as Afghanistan became secure, which was expected to be within a
couple of years. This declaration alarmed the former Soviet states, which in
the first half of 2005 hastened to solidify alternate security arrangements
involving Russia and China. Thus, as of mid-2005, the United States had
effectively written itself out of the region north of the Pyandzh River at
precisely the moment that it needed to maximize cooperation with all of
Afghanistan’s neighbors in order to strengthen the fragile new government
in Kabul. Rather than build on success in Afghanistan, the United States
appeared headed toward regional retrenchment, in effect “cutting its
gains.” 

Into this dangerous situation, this author introduced a series of propos-
als during the spring and summer of 2005 for the United States to reengage
with all of Afghanistan’s neighbors by focusing on the development of
regional and continental trade. It was suggested that the United States
establish regionwide consultative processes on the use of existing and future
aid funds, and that these efforts be carried out through a new “partnership
office” reporting to senior officials in the Department of State.

All the elements of this proposal had been in circulation for some time.
ADB had long championed some sort of regional coordination of trade ini-
tiatives, and the Japanese Six Plus One initiative anticipated most features
of the proposed United States partnership. More important, the Afghan
government itself had already moved in this direction as it reached out to
new regional groupings. Against this background it is not surprising that
the Organization for Security and Cooperation in Europe (OSCE) took up
the proposal, stripping it of its American focus but applying its main points
to a renewed OSCE involvement with economic matters.

In spite of the fact that its founding charter identifies three areas or “bas-
kets” for OSCE activity—security, economic development, and human
rights–democracy—this organization had long concentrated most of its
energies on the third group. Under the Belgian presidency, however, the
“economic” basket has been coming again to the fore. Thus the idea of
regional consultation on trade meshed with OSCE thinking, even though
Afghanistan itself is not an OSCE member. Moving quickly, OSCE has
held one conference on a Greater Central Asia initiative in Dushanbe, and
is planning a regional meeting in Istanbul to prepare broader initiatives.33

OSCE’s involvement holds promise, although in the end OSCE activity
may be limited by financial constraints. 
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For all its dynamism during the 1990s, American involvement with the
states of Greater Central Asia was mainly bilateral and included little, if any,
crosscutting regional programs that included Afghanistan. In the summer
of 2005, however, the State Department paved the way for regionwide
coordination and planning when it shifted the five former Soviet states of
Central Asia and Afghanistan from its European bureau to the South Asian
bureau. This important decision removed a chief impediment to a “Greater
Central Asia partnership,” although there as yet appears to be little interest
within the State Department to proceed further along this line.

The Pentagon has always supported regionwide approaches and sees a
U.S.-sponsored regional trade initiative as the logical extension of its own
activities in the security area. The fact that several strongly nationalistic
Russian authors have roundly criticized the idea only adds to its appeal
within the Department of Defense.34 The Department of Commerce, too,
has long favored a regional approach while at the same time being con-
strained by the same organization problem that beset the State Depart-
ment until summer 2005. But neither the Pentagon nor the Department
of Commerce is in a position to propose a comprehensive policy reorien-
tation along these lines. With the State Department apparently unwilling
to do so, the initiative shifted inevitably to Congress.

Senator Sam Brownback was the author of the 1999 Silk Road Strategy
Act that for the first time introduced an element of regional thinking into
U.S. policy toward Central Asia and the Caucasus. That legislation, how-
ever, dated from the period of Taliban rule in Afghanistan and therefore
excluded that country from its programs. Brownback changed course and
proposed a Silk Road Strategy Act II that would include Afghanistan and
concentrate on the same set of issues enumerated in the proposal for a
Greater Central Asia partnership.35 The focus on continental transit trade
comes naturally to Senator Brownback, as it is a mainstay of the economy
of his native state, Kansas.

In an effort to convince U.S. officials of the benefits to Afghanistan, its
neighbors, and the United States itself of regional coordination of Ameri-
can initiatives to foster long-distance trade in the region, the Central
Asia–Caucasus Institute, in conjunction with Afghanistan’s Foreign Min-
istry and Ministry of Commerce, held a conference in Kabul in mid-2006
on a possible U.S.-Afghan-Central Asia partnership. Kazakhstan’s influen-
tial minister of foreign affairs assumed a prominent role in this project, sig-
naling Kazakhstan’s intention to become a leader in regional affairs, includ-
ing those involving continental trade.36
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Alarm Bells: New Political Fragmentation in Greater Central Asia? 

Reviewing recent discussions of regional and continental trade involving
Afghanistan and its neighbors, one might be tempted to conclude that
some kind of concrete actions in this direction are all but inevitable in the
coming period. It is a logical “next step” not only for Afghanistan in its
post-Bonn phase of development but also for its neighbors, all of whom
have an interest in using trade to reinforce the new elements of stability
that a transformed Afghanistan is introducing into the region. It would
seem equally logical for the United States to use its programs to foster such
a development as the keystone of a post-post–September 11 strategy for the
region as a whole.

Unfortunately, the stabilization of Afghanistan has been accompanied by
disturbing new trends among its neighbors, especially Uzbekistan, Iran, and
Pakistan. Were they to continue, these trends could imperil Afghanistan’s
ability to reap financial benefit from its location at the potential hub of a
new regional and continental cooperative trade network. 

In Uzbekistan the modernizing and Westernizing party within the
government that promoted the 2002 Agreement of Strategic Partnership
has now fallen from power. Having enjoyed President Islam Karimov’s
full support from 1999 to 2002, this group, led by foreign minister
Sodyq Safaev and minister of defense Kodyr Gulyamov, argued that close
ties with the United States would strengthen Uzbekistan’s geopolitical
and economic security and were willing to promote democratization to
secure such a relationship. When the Agreement of Strategic Partnership
failed to evolve into a broader relationship (due mainly to the U.S. pre-
occupation with the war on terrorism), an opposing faction led by the
Ministry of Internal Affairs (police), Security Services, and some key
regional and industrial power brokers pushed aside the reformers and
gained Karimov’s support for an approach to Russia and China. The fact
that these developments have been accompanied by unsettling social
developments in Uzbekistan, including the now notorious events of May
2005 in Andijan, has created an environment in which the U.S. State
Department is equally disinclined to engage constructively with that
country, removing for the time being a key state from the proposed re-
gional partnership.37

The election of Mahmoud Ahmadinejad to the presidency of Iran cre-
ated an analogous problem with that country. Even though the United
States would not have welcomed Iran into a trade partnership under any
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circumstances, prior to Ahmadinejad’s election one could have imagined
the United States setting conditions, however severe, that any new state
(including Iran) would have to meet in order to gain entry to the group.
Ahmadinejad’s actions since coming into office have ruled out even this
degree of cooperation, effectively leaving all east-west links across
Afghanistan’s western border to bilateral arrangements between Kabul and
Teheran.

Finally, Pakistan’s behavior vis-à-vis Afghanistan, as well as its activities
in Kashmir, continues to put on the defensive all those in the United States
favoring closer collaboration with that country. The fact that a high per-
centage of all instances of armed insurgency in Afghanistan occur in areas
bordering Pakistan convinces many that Islamabad continues to pursue a
two-track policy of close collaboration with the United States and
Afghanistan at the official level and support for active measures to destabi-
lize Afghanistan at the unofficial level. 

While the facts in Iran seem not to be in doubt, there is controversy over
the precise nature and meaning of developments in both Uzbekistan and
Pakistan. Both turn on the degree to which presidents Karimov and
Musharraf actively sponsor the developments that concern the United
States as opposed to their being unable to control events and hence being
forced to make concessions to powerful and retrograde forces within their
governments. 

Either way, the question eventually comes down to this: are interna-
tional trade and commerce sufficiently powerful forces that they can gen-
erate common interests between Afghanistan and its neighbors that can,
over time, reduce areas of conflict? Or should trade and commerce be
treated as a reward to be conferred on Afghanistan’s neighbors once they
have addressed the issues to which the United States objects? The prevail-
ing view in Washington as of this writing favors the latter approach. For
many, it is a matter of simple common sense. Yet the alternative view may
be closer to the truth and have the additional benefit of providing the basis
for a more productive strategy in the long run. For if continental and
regional trade involving Afghanistan and its neighbors is indeed the pow-
erful engine for economic development that all the international financial
institutions claim it to be, then trade should be encouraged as quickly as
possible on the grounds that the countries will steadily build the shared
interests that alone can overcome the conditions that still divide states in
the region.
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The challenge of tackling the opium economy is central to
the challenge of building a modern Afghan state and

economy.”1 The estimate of opium production in Afghanistan
for 2005 was 4,100 metric tons, down 2 percent from 2004.2

The actual hectares under cultivation (104,000) apparently
dropped by 21 percent from 2004, which was itself a record
high. A 2006 assessment suggests that there will again be an in-
crease in cultivation but that the amount produced will depend
on eradication campaigns.3 (These figures should be compared
to 350 metric tons of opium and 29,000 hectares under culti-
vation in 1986.) 

Some provinces that were previously major producers of
opium, such as Nangarhar and Badakhshan, have greatly re-
duced their production; others, such as Kandahar, Nimroz,
Balkh, and Farah, have greatly increased opium production.4

The Afghan opium problem has become urgent, not only be-
cause of the effect illegal heroin has on Western societies but
also because of the damage that the trade is doing to Afghan-
istan itself, which is well on the way to becoming a narcoecon-
omy, if it is not one already. The figures speak not only for
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themselves but also for the failure of the U.S., British, and Afghan govern-
ments to put a dent in the problem so far. International policy seems to be
fracturing into three distinct propositions: eradication of the opium crop
with or without aid to the farmers, eradication with conditional aid, or aid
and the development of alternative livelihoods followed by eradication.
Opium production is, nevertheless, a crucial problem affecting the whole
of Afghan society and economy. “The opium economy—including its
nexus with insecurity, warlords, state weakness, and poor governance—
constitutes a central development problem for the country.”5

The Afghan government is not short of suggestions for how to deal with
this problem, but the majority of its recommendations fall short on the
practicalities or have long-term unintended consequences, from entrench-
ment of opium production to countrywide uprising. This chapter seeks to
examine the various suggestions for coping with the opium harvest and the
consequent morphine and heroin production, and explores the rationale
behind the many panaceas offered, with an analysis of what might happen
if those policies were pursued. The main proposals examined are those put
forward by the British government, the U.S. government (the State De-
partment and International Narcotics and Law Enforcement Affairs),
United Nations Office on Drugs and Crime (UNODC), the Senlis Coun-
cil, the World Bank, and the Afghan government itself.

In October 2004, under pressure from the countries engaged in the
reconstruction of the country, the Afghan government ordered its provin-
cial governors to eradicate opium fields. In the previous year, they set spe-
cific targets of reducing poppy production by 70 percent in five years and
total eradication in ten years. Many countries, not least the United States
and Britain, have found this practice to be foolish because the targets are in
reality unachievable and often proposed by politicians who know that they
will not be in office when the deadline dates arrive. For example, targets for
reduction in domestic drug consumption given by President Clinton dur-
ing his last term were quietly dropped subsequently, not least because they
were unachieved and unachievable. Similar targets in the British drug strat-
egy of 1998 were also dropped by the next version in 2003. It is regrettable
that the Afghan government has been pushed in this direction. But how
can they be successful and what would be the effect if they were?

In these circumstances, U.S. and British determination to get tough on
drugs seems a golden opportunity to turn what has so far been a mere failure
into a full-blown disaster by giving large numbers of Afghan tribal leaders
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and their followers a reason to unite and defend their common interests. To
understand why this might happen, one must remember the nature of the
country, its location, its history, and its ethnic mix.

The West is reaping the whirlwind for encouraging the sowing of poppy
seeds in Afghanistan during that country’s war with the Soviet Union.
Opium poppies are the best cash crop there is: cultivation is easy, prices are
usually excellent, and there is a ready market. When records were broken in
2004, it was mainly because opium production had spread into all thirty-two
Afghan provinces for the first time and, according to the UNODC, nar-
cotics became firmly established as the main engine of economic growth.6

Many of the suggested policies and strategies target the farmers and are
concerned with methods of eradicating the opium crop. Many suggestions
are flawed by the failure to ask the fundamental question, “Cui bono?”
Who benefits from the opium trade? They also often do not pay sufficient
attention to the history of the country and to its diverse ethnic, cultural,
language, and social heritage.

History 

The history of the geographical area that we now call Afghanistan is one of
invasion and fighting for more than the past 2,000 years, not just the two
decades-plus cited by the World Bank.7 The reasons for the problems of
implementation are found within Afghanistan’s long, troubled history and
its makeup. Policy initiatives too often founder on the obstacle of the prac-
tical problems of implementation. There are a host of examples of policy
failures elsewhere because of the failure of effective implementation, some-
times because of the opposition of those who are to accomplish the imple-
mentation and sometimes because of the absence of structures, organiza-
tions, or simply basic local administrative frameworks. Afghanistan is a
nineteenth century colonialist’s idea of a nation-state. There is no geo-
graphical or cultural rationale to the borders that clump its disparate tribes
together and supposedly divide the country from Iran, Turkmenistan,
Uzbekistan, Tajikistan, China, and Pakistan. There are nine different ethnic
groups or tribes. Five of these straddle the borders, which therefore remain
unrecognized locally by the indigenous tribes and are therefore porous.

The country’s long mountainous border with Pakistan—known as the
Durand Line—was drawn arbitrarily by the British Raj to follow the
foothills and was named after Sir Mortimer Durand, the administrator who
devised it, in 1893. The purpose was to divide the warrior-like Pathans.
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Areas to the southeast of the mountains could be policed; those across the
mountains could not. The 1919 Treaty of Rawalpindi accepted the border
but did not assuage the aspirations of the Afghans to regain their previous
territory. Apart from the Pathans, Afghanistan’s borders also include people
from the Aimaq, Baluch, Hazara, Kirghiz, Nuristani, Tajik, Turkmen, and
Uzbek tribes. Only the Hazara and Nuristani are contained wholly within
Afghanistan; all of the other tribes are located partially in Afghanistan and
partially on the other side of their local section of the national border. The
northern border was settled after decades of the “Great Game” between
Britain and Russia, played because of Russia’s desire to conquer India;
Afghanistan was seen as a route for getting there.8

Nevertheless, because of the rigid USSR border, there was very little
contact across the northern border with people of the same ethnic origin,
which not only hindered the development of trade but also of drug traf-
ficking, in contrast to the Baluchis in the west, who straddled the Iranian
border, and the Pathans in the east, who regularly traveled across the Pak-
istani border.

To add to this natural propensity to disunity, there are three main lan-
guages and two branches of Islam. Understandably, there is a long history
of intertribal antipathy at best, and war at worst, among these various peo-
ples, allowing the colonial powers, who played the Great Game for control
of the region in the days of empire, to divide what they could not rule.9

These ethnic and regional differences contribute to the lack of what, in
many Western countries, would be called a universal civil administration.
There is no local administration dedicated to universal values of impartial
implementation of central policy initiatives. What is also absent is the class
of administrative clerks who can deal with the practicalities of implemen-
tation—one of the main reasons for the failure of the initial British policy
of paying farmers not to grow opium.

When there was a common interest—such as repelling invaders—there
has usually been some degree of cooperation among the different groups.
The British were humiliated in the nineteenth century when an entire
invading army and its baggage train were massacred, with one man left alive
to tell the tale. The Russians in the 1980s were worn down by attrition and
a collapse of morale. The latter defeat was aided greatly by CIA advisers and
trainers funded by the CIA, and Pakistan’s Interservices Intelligence Service,
who encouraged the growing of opium poppies and cannabis to create a
drug problem among the invaders, in the same way that U.S. troops were
undermined by drug abuse in Vietnam in the 1960s and 1970s. Thus, the
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present massive production of opium in Afghanistan can be laid, to some
extent, at the door of the United States, which may explain the adamant
U.S. determination to eradicate it.10 The crucial role of the Taliban, how-
ever, in escalating the production of opium, while at the same time stopping
the production of cannabis, cannot be underestimated.11

The Role of Opium in the Afghan Economy 

Opium has become an integral part of the economy. Overall production
may involve over 2 million people (around 8 percent of the population).
Some opium is grown in large plantations by wholesalers or by traffickers;
however, most opium is grown in small patches, representing only about
25 percent of the farmers’ cultivated fields but a disproportionate part of
their income. It also satisfies the need for wage labor. “There is a large
interpenetration of the opium economy with local and central political
interests, and many millions of people participate in the profits, in a broad
network of protection and pay-offs. Drug profits are clearly financing local
warlords and the political elite but also sustain the livelihoods of many
quite poor people.”12 The pauperization of rural farmers has also led to an
elaborate system of debt for the farmers. They usually have to borrow
money to start opium farming and as income against a future crop, while
the landless sharecroppers might borrow money to buy food. In one study,
95 percent of the landless, 86 percent of the owner-cultivators, and 72 per-
cent of the landlords had obtained credit in the previous twelve months.13

The authors noted that “credit is an important part of the livelihood strate-
gies amongst all socio-economic groups” and that “opium is an important
source of credit, savings, and investment.”14 In the absence of a formal
banking system, opium is also a form of savings. Therefore, a reliable for-
mal banking system urgently needs to be introduced, not at the expense of
but running in parallel with the hawala system, the informal, untraceable,
unregulated Islamic system of money transfer that even the aid agencies
must use. Only over time will the hawala system lose its dominance, but it
is never likely to be totally supplanted. 

Cultivation 

It must be remembered that the opium poppy is grown both legally as well
as illegally. In order for countries to have any morphine, heroin, codeine,
or thebaine, they need to estimate their future requirements for medical
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and scientific purposes, and the International Narcotics Control Board
(INCB) then authorizes the acreage that countries can use to grow the
opium poppy each year. Traditional growing countries such as Turkey and
India have been the main producers, and indeed the United States insists
that 80 percent of imports of opium or its derivatives must come from tra-
ditional growers, but after a crackdown on the amount under cultivation in
Turkey because of diversion and illegal cultivation, Tasmania began grow-
ing the poppy. The world estimates for the year 2000 were a total produc-
tion of 440 metric tons of morphine equivalent. India was still the largest
producer with 115.8 metric tons (but there are often wide fluctuations in
India’s production). Australia is the second largest producer with 91.6 met-
ric tons. Other producers are France, with 64.2 metric tons; Turkey, with
50.5; and Spain, with 11.9; another 11.1 metric tons are produced by var-
ious other countries.15 Australian production is highly mechanized and
controlled, extracting the raw opium and then the natural alkaloids from
poppy straw, which comprises the poppy seed capsule and some stalk. The
poppy is harvested by a machine like a combine harvester, and the process
is extremely efficient. Traditionally, however, the opium from the poppy is
harvested by hand, which is extremely labor intensive. Indeed, the whole
process of sowing, weeding, and collecting opium from the opium poppy
is a labor-intensive exercise. For each hectare the labor intensity is eight or
nine times greater than for black cumin and two to three times greater
than for wheat. It is estimated that 350 person days are needed to cultivate
one hectare of opium poppy (200 of which are for harvesting), whereas
black cumin and wheat take 41 and 135 person days, respectively.16

The opium poppy, Papaver somniferum, is an annual plant, and there-
fore it must be sown each year. First the poppy fields have to be cleared,
then sown. Next they have to be weeded, or else the crop will be over-
grown. About fourteen days after the poppies have flowered and the petals
have fallen—but before the seed head ripens, grows brown, and the bracts
open to scatter the seed—the poppy head is scored. Opium is in fact only
produced by the poppy in this short period of ripening; after the twelve to
fourteen days, the alkaloids are no longer produced and in fact are broken
down. This scoring of the poppy head must be done by hand, usually by
young, male itinerant laborers. Some come from the refugee camps in Pak-
istan, others from different provinces in Afghanistan, but mainly, in Hel-
mand at least, they are also cultivators of opium themselves from local dis-
tricts.17 A knife with multiple blades—usually three—is used to score the
seed head; thus one pass of the hand produces three incisions. A milky,
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latex-type liquid oozes out and is left to dry overnight. As it dries, it turns
brown, resulting in raw opium. This brown gum is then collected by hand
by scraping a small crescent-shaped knife around the poppy head. Many
countries have experimented with whether it is worth going through the
whole process one or two times more to extract the last little bit of opium,
but it has not proven productive given the increased labor involved. In the
north and east of the country, women play a very important role in opium
poppy cultivation, but this is not so in the south, which tends to be more
conservative in its attitudes toward women. Normally they are not paid
wages for their work, but because of the shortage of labor in Badakhshan
and Takhar provinces, women are being paid for the very first time. Tradi-
tionally, in some provinces women are allowed to go through the fields
after the harvest to collect what has been missed. Extra work for women,
however, involves catering for the itinerant harvesters and, before harvest-
ing, weeding the opium fields.

The opium may be transported in crude form, but more often it travels
as “prepared” opium. Prepared opium for smoking or for subsequent deliv-
ery to laboratories for processing has the dross and impurities removed by
boiling, filtering, and drying. With the gross impurities removed, the
opium is more malleable, easier to transport, and can be stored almost in-
definitely. The resultant gum is wrapped in plastic or large leaves for on-
ward sale. 

To extract morphine from opium, all that is needed is slaked lime (cal-
cium hydroxide) or a fertilizer with a high lime content, a means of heat-
ing the opium in water, and, at its crudest, a flannel or sack filter. Mor-
phine is one of the natural alkaloids in opium (together with codeine and
thebaine, but over fifty different alkaloids have been identified). The
opium is boiled up with slaked lime to produce calcium morphenate—
morphine in solution. The morphine is precipitated out by heating again
with ammonium chloride, which is filtered to produce morphine base.
Sometimes it is further purified with hydrochloric acid or sulphuric acid
and heated with activated charcoal, then again filtered to produce mor-
phine hydrochlorate. Alternatively, it can also be washed with acetone to
purify the morphine base. This product can then be stored or sent on to
heroin laboratories. For the morphine base to become heroin, it needs to
be heated to 185 degrees Fahrenheit with an equal amount of acetic anhy-
dride in a two-stage process. The solution is allowed to cool, and then
water and chloroform are added, along with activated charcoal and sodium
bicarbonate. The heroin can be redissolved and filtered several times before
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adding ethyl alcohol, ether, and concentrated hydrochloric acid. Many of
the chemicals can be substituted, and which particular ones are used
depends on the country or even the region.

The advantage of at least getting to the morphine base stage is that this
product weighs about 10 percent as much as the raw opium. With each
step toward achieving a pure white heroin powder, the chemist must be
more skilled and more chemicals are needed; but stopping at the first, pre-
pared stage means that the drug is considerably less bulky, can be stored
more easily, and does not entail sophisticated chemical processes. 

Laboratories for processing morphine base into heroin existed as far
back as the Russian occupation. It was realized that the troops needed
heroin, not opium or morphine base. Chemists were recruited and heroin
was produced. There has been, however, a greater move to process the
morphine base inside Afghanistan rather than in neighboring countries
such as Pakistan. The seizures in neighboring countries indicate a larger
number of laboratories operating in Afghanistan and access to acetic
anhydride in particular.

Opium is collected by itinerant farm gate buyers, who may have bought
forward of the crop on commission. These buyers sell to shop owners in
the regional opium bazaars, who in turn may sell to the laboratories,
wholesale traders, or foreign traffickers. There are also a number of large-
scale traders who operate throughout the year and organize the traffic of
the drugs to the big bazaars, such as Landi Kotal in Pakistan, or to major
traffickers. 

Trafficking 

The trafficking of opium, morphine base, and heroin from Afghanistan has
been devastating for many of its neighbors. Afghanistan shares borders
with Pakistan, Tajikistan, Iran, China, Turkmenistan, and Uzbekistan, and
opiates cross all these borders. Virtually every neighboring country has
seized opiates, and all have problems with use by the local population as
well as the spread of drug-related HIV. Iran is a major transit country and
claims to have 2 million addicts. The drug passes through Turkey, the
Balkan route, and into Europe. From Turkmenistan the route goes through
Iran or across the Caspian Sea to Azerbaijan and on to Georgia, then across
the Black Sea. Chechnya, North Ossetia, and Ingushetia have also turned
up as trafficking countries. Kazakhstan has borders with Uzbekistan and
Kyrgyzstan to the south, and has suffered considerably from its role as a
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major transshipment country, en route to Russia.18 There do not appear to
be cartels but rather a myriad of organizations bound together by family
ties and ethnicity. The Afghans themselves do not appear to be major traf-
fickers, just major traders. In Europe the main traffickers are Turkish peo-
ple and Kurds, the two often in bitter conflict; Albanians, when the route
is through Kosovo; and Romanians, for a more northerly route. Even going
back to the early 1970s, the Romanians were identified as major players in
trafficking, as were the Turks, who were also major producers in the
1950s.19 It is said that they still control the British heroin trade.

There are many countries, usually those adjacent to Afghanistan, that
are both transit countries and also processing countries. The opium flows
out of Afghanistan in all directions, each route resembling a river delta, and
the routes change and multiply. The main routes, however, are through
Pakistan and Iran.

Cui Bono? Who Benefits? 

As the UNODC pointed out, farmers are easy targets for crop eradication,
but they receive less than 30 percent of the total amount of the drug in-
come.20 As with all farming, it is the distributors, the wholesalers, and the
retailers who make the money, a factor that must not be overlooked. The
local warlords and commanders may derive their entire income from the
drug trade and use it to support a militia that is armed from the profits.
The farm gate value of this illegal 2005 crop was comparatively tiny at
$560 million. But its export value was a whopping $2.7 billion, or 35 per-
cent of Afghanistan’s gross domestic product. The traffickers’ income was
a staggering $2.14 billion.

Part of this increasing efficiency includes adding as much value to the
product as possible before it leaves for onward sale in foreign markets. So
where Afghanistan once exported opium base for conversion elsewhere to
heroin, it now does the processing itself. This processing in turn reduces
the volume of the contraband as it is shipped out of the country, making it
much easier to conceal as well as keeping more profit at home.

The 2005 figures were lower than those for 2004, but the harvest for 2006
increased again, so that opium’s share of Afghanistan’s GDP rose. Rather
than representing a downward trend from the ominous increase in opium
production since 2002, the 2005 figures may have been anomalous. The
flow of illicit heroin continued almost unabated, and Afghan heroin and
opium continue to be sold cheaply in most European cities.
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These figures suggest the development of an increasingly efficient
illicit drugs industry in Afghanistan, with ever stronger wholesale and
distribution networks that can squeeze their growers and organize their
exports on a massive, indeed, global scale. Those in charge could proba-
bly write a perfect case study for the training department of an interna-
tional supermarketeer. 

It is almost certainly impossible to organize an industry on this scale
without connivance—or more probably wholehearted participation—
within the top strata of Afghanistan’s government and society. The gov-
ernment is not necessarily corrupt, but large sections of Afghanistan’s rul-
ing groups and their interlocking social and political networks must be.
With no effective centralized control of the country, the Afghan govern-
ment may promise its Western allies one thing, but the acid test is how
effectively these promises are met. The record so far is of failure.

There are also vested interests beyond Afghanistan’s borders. Many of its
immediate neighbors either process opium or benefit from the trafficking
or both, and might even be tempted to grow it themselves or support farm-
ers against attempted eradication moves.

Proposals for Solving the Opium Problem 

Several countries and international bodies are attempting to reduce the
growth of opium poppies in Afghanistan.

Britain and the Price of Opium 
Afghan farmers produced 3,400 metric tons of opium in 2002, when

Britain offered Afghan farmers the princely sum of $500 an acre not to
grow the poppies.21 How effective this strategy was can be seen from the
UN’s Afghan opium surveys for 2003, when production went up to
3,600 tons and increased again to 4,200 tons in 2004. 

Even though bad weather in 2004 reduced average yields per acre by
28 percent, there was still a record harvest of 4,200 metric tons, compared
with 3,600 metric tons in 2003. In “normal” weather the figure would
have been nearly 6,000 metric tons. Despite the relatively poor growing
conditions, gross income per hectare for opium was still $4,600—well
down from the $12,700 per hectare of 2003. But accepting the British
offer of payment not to grow poppies would have produced only $1,235
for each hectare, though this income could have been supplemented by
substituting wheat at $390 a hectare. 
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Small wonder then that these farmer incentives do not work. There is,
in effect, no civil society and no banking or administrative infrastructure to
deliver the money other than through the warlords, who would use it for
their own purposes—such as buying more arms. It is difficult to under-
stand why the British government embarked on such a policy. Clearly they
had no knowledge or understanding of previous forays in this field, such as
the United Nations Development Fund’s efforts in the early 1970s in the
Hindu Kush. The net result was an increase in the total opium production
because farmers grew more in order to be paid not to grow it. Britain spent
$70 million, but to little or no effect. Indeed, in some ways the policy
might have been counterproductive. There were a large number of farmers
who were promised money for not growing opium, did not grow it, but got
nothing in return. “At the level of farmers and rural communities, the offer
of compensation raised again the specter of perverse incentives to neigh-
boring communities, but in reality the main damage was caused by the fail-
ure to honor offers of compensation, which pauperized smaller farmers
(especially small farmers locked into opium denominated debt) and
harmed the weak credibility both of the program and of the government
that backed it.”22 Future promises may be viewed in a somewhat cynical
light.

Britain has sought to target laboratories. The laboratories, however, can
be very small and even mobile (like those used in Laos), and are more dif-
ficult to find. Also, heroin processing need not be a continuous process.
Each laboratory can be easily concealed and used for only two weeks every
six months (which is how the Corsicans of the French Connection oper-
ated to avoid capture). Britain also established the Afghan Narcotics Spe-
cial Forces in 2004, under the control of the British Special Forces, the Spe-
cial Air Service, and Special Boat Service which claim to have destroyed
eighty laboratories and seized some seventy-five tons of opiates. It remains
to be seen whether this rate of destruction will continue or whether the
processing and markets will go underground. The fact that these forces
also say that two opium bazaars were also disrupted testifies to the im-
punity with which bazaars operate and might indicate that in the future
they will be more clandestine in their operations. One effect of this ap-
proach is to operate like the customs service and, in effect, impose a tax on
the traffickers. It does not significantly affect the overall trade, but it makes
them pay a price. 

Other parts of the policy will probably include tighter controls to inter-
dict the processing chemicals that the laboratories need, as well as a crack-
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down on money laundering to try to reduce profits. This scheme is made
more difficult because the informal hawala system is Afghanistan’s primary
banking system.

Crop substitution programs will struggle on but, as has been shown,
wheat produces less income than poppies. High-value crops such as apri-
cots, for which Afghanistan was once famous, may look attractive, but it
takes seven years to grow a fruit-bearing apricot tree capable of replacing
one of those chopped down previously in the switch to opium cultivation
or devastated during the Russian occupation. 

The leaders of the growing opium industry and the farmers who supply
them are hardly going to stand by and watch their lucrative businesses
destroyed. They will certainly move their laboratories underground or onto
difficult terrain where they can inflict casualties on Western troops, as well
as convert more laboratories into smaller, mobile units, if they have not
done so already. The stakes are so high that traffickers, warlords, tribal
chiefs, and farmers would almost certainly fight to protect their incomes
and common interests. Going on past British and Soviet experience, they
would probably win, not least because of the political value to them of long-
term attritional military stalemate and a steady drip of Western casualties.

According to Washington, 

Afghans produce opium and heroin because there is an unquenchable
demand for them in Europe, which gets 80–90 percent of its heroin
from Afghanistan. It is pointless and cynical to beat up on Afghan
farmers, for even if they cease production, farmers in some other back-
ward land will step in to satisfy the demand. . . . Europe . . . does not
acknowledge its culpability in the rise of Afghan drug produc-
tion. . . . Serious progress against drug production in Afghanistan will
begin only when the European Union admits that the problem traces
directly to its own citizens’ demand for heroin and that this places on
Europe the obligation to provide the kind of massive help to the
Afghans that the U.S. has extended to Colombia.23

The argument is that the United States accepts its responsibility for
cocaine production in Colombia and therefore invests heavily in the eradi-
cation of coca production in that country because the United States is the
major consumer. This argument is very naïve and lacks an understanding of
history and opium poppy and coca production. The South Americans for
many years argued that they should not be blamed for the coca production
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so long as the Americans were consuming cocaine. Eventually it was
accepted that the responsibility was shared. One conclusion that could be
drawn is that money should be invested in demand reduction and the treat-
ment of heroin addicts rather than vainly trying to eradicate production.

The U.S. Approach 
With the opium trade funding the buying of arms, small wonder that

the United States is anxious to take a more belligerent tack. Since most of
the Afghan opium goes to the ex-Soviet republics and Western Europe, the
problem had not been of immediate concern to the United States, but it
appears to be seen more and more as intertwined with arms and terrorism. 

The United States was also getting rather annoyed with Britain for not
being effective in ridding the country of opium. It appointed the former
head of Drug Enforcement Administration operations to the U.S. embassy
in Kabul, set up a parallel counterdrug command structure, and established
the U.S.-controlled Central Poppy Eradication Force. This force was
deployed in those provinces where the local governors did not do enough to
enforce the ban.24 As a consequence Britain established the Central Erad-
ication Planning Cell in an attempt to influence where the Central Poppy
Eradication Force went and to ensure that alternative incomes were available
to the farmers affected. 

It is possible to try to destroy poppy crops drastically with fungus or to
spray them with herbicides. Regarding the former, research suggests that
the opium fungus, Pleospora papaveracea, may well be effective but would
also cause widespread damage to other crops.25 The latter approach would
be risky because of the potential for collateral damage: in spraying herbi-
cides, the U.S. forces would want to operate from the safest height possi-
ble to avoid antiaircraft fire, which would lead to inaccuracy and the spread
of the chemicals to nontarget vegetation, as has happened in Colombia.

It has been alleged that the United States did in fact try herbicide spray-
ing in the first week of November 2004, an allegation that the U.S. gov-
ernment has always denied. Farmers from two districts of eastern Nan-
garhar province complained to the Afghan Islamic Press, and the Afghan
Transitional Government sent a delegation to investigate. The minister of
health confirmed that there had been aerial spraying. The chemical com-
position of the spray was not identified, but it was not glyphosate, the
chemical used in Colombia. It caused serious damage to all other crops and
also skin ailments and breathing problems. Both the United States and
Britain denied involvement.26
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Yet, irrespective of the facts and the possibly dire consequences, govern-
ments remain attracted to eradication. Democratically elected leaders usu-
ally need their successes in nothing longer than four-year cycles. Eradica-
tion offers political visibility and TV images of action, even though it has
failed to influence global markets and often created disaster for those least
able to defend themselves—the farmers. 

United Nations Office on Drugs and Crime 
The UNODC argues that drugs and poverty must be fought simulta-

neously. “Food security and income generation programmes must remain
in place, to support both the farmers’ decisions not to plant opium, and
enforcement measures to eradicate the opium that is planted against the
law . . . eradicated fields leave families in economic distress, trigger human-
itarian disaster, and increase the temptation to join the insurgency.”27 It can
be argued that this pattern is repeating what has happened in Colombia,
where crop spraying has eradicated both coca plants and food plants, lead-
ing to the flight of peasant farmers to the slums of the cities. This kind of
depopulation has already occurred in the Dir Valley in Pakistan, where
opium growing was eventually eradicated, and alternative development did
not prove to be feasible. To where will the 2.5 million Afghans estimated
to be engaged in the opium industry migrate?

The extent of corruption associated with the narcodollar is acknowl-
edged, but the goals set by the UNODC seem to be more expressions of
aspiration rather than realistic and achievable ends. The six goals put for-
ward are 

—removal of corrupt governors where opium cultivation is not declining;
—removal of all government administration officials found to be

involved or to benefit from the drug industry;
—commitment by members of the Afghan Parliament to abstain from di-

rect or indirect involvement in the drug industry and to resign if found out;
—disarmament and reintegration of militias with zero tolerance for

warlord involvement in refining and trafficking of drugs;
—extradition of major drug traffickers; and
—commitment from farming communities to refrain from drug culti-

vation as a qualifying condition to obtain future development assistance.28

How these goals will be implemented is beyond anyone’s experience.
Who will remove the governors—and on what evidence—and who will
replace them? Who can guarantee that the new governors will not be as
corrupt, if not more, than their predecessors? What will happen if after
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five years and five new governors, opium production continues unabated?
Who is to extradite the major drugs traffickers and to where?

How will the fourth goal be realized? The militias are hardly likely to
disarm without some incentive and guaranteed security for themselves and
their families against those groups not yet disarmed. Nor are the warlords
likely to give up a very lucrative trade. The warlords and their militias will
need to be incorporated into the state, probably via some financial incen-
tives. They need to be brought into the tent, as is the case with those peo-
ple who are termed guerrilla leaders by their opponents and freedom fight-
ers by their supporters. Unless the part that opium plays in the lives of all
the people involved is understood (a role that will not only vary but also
change according to location and social and cultural context), then it is
unlikely that a successful strategy can be outlined.

The last goal on the list is one that has already conspicuously failed
because compensation for not growing opium only reached one tenth of
the farmers who eradicated crops, leaving most impoverished and in debt.29

Farmers need development assistance before eradication, not after it.

Senlis Council 
Another suggestion for “solving the opium problem” has been put for-

ward by the Senlis Council.30 In its 2005 study, the Council asserted that
“there is a significant global shortage of opium based medicines such as
morphine and codeine.” It suggests that there is a pain relief crisis arising
from HIV/AIDS and cancer cases, claiming that “high prices and stringent
and inappropriate market regulation mean that too many people are dying
in pain, particularly in the developing world.” This study goes on to say
that “an insufficient opium supply for medicine production . . . has led to
a global pain crisis.”31

While rejecting eradication and noting that the concept of alternative
livelihoods is the right approach but would take too long before positive
outcomes could be achieved, the Senlis Council suggests that a license to
export opium would be a short-term solution. The council also points to
Turkey and India as examples of illicit opium-producing countries that
were turned into licit producers with outside aid. However, these cases bear
no resemblance to that of Afghanistan. 

The case of Turkey is an interesting one. President Nixon’s “war on
drugs” actually began against the Mexicans with Operation Intercept.
Instead of stopping the drug trade, however, it caused a diplomatic disas-
ter and was quietly dropped. Attention was then drawn to Turkey, which
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was not even the largest producer of illegal opium, accounting for less than
8 percent of world supply; however, it was, politically, a more manageable
target than Mexico. It was a long way away from Washington and the U.S.
media. The country was a NATO ally and needed U.S. arms, so pressure
could be applied to stop the illicit opium trade. Turkey initially resisted,
but a coup d’état in 1971 by the military determined that arms and aid
mattered more than the opium farmers. 

The farmers received $35 million in compensation, and Nixon got his
decisive victory against the heroin trade. Two important points to note are
that the army was in control of the country and that the country covered
300,000 square miles with a population of 58 million as opposed to Afghan-
istan’s 250,000 square miles with a population of only 17 million. A more
densely populated country is usually more easily surveilled and controlled.

Unfortunately, the Senlis group’s whole edifice of suggested policies,
which runs to 650 pages, is predicated on a false assumption. There is no
global shortage of opiate-based medicines, as a reading of the reports of the
International Narcotics Control Board demonstrates. Admittedly, it could
be said that the board itself appeared to foster this illusion, if its reports of
1994 and 1999 are read in a cursory manner.32

The Senlis assumption is that there is a shortage of production, but the
INCB argued that there was, in effect, a shortage of demand. At one time
the INCB berated Turkey for not fulfilling its duty to produce more opium
as one of the traditional suppliers but at the same time denied the Aus-
tralians any chance of expanding their areas under licensed cultivation.

Indeed, in its 2004 report, the INCB noted that there was an overpro-
duction both of morphine and thebaine and that there were increasing
stocks. “Stocks of both types of opiate raw materials reached a record high
at the end of 2003. Consequently, those stocks continue to be more than
sufficient to cover the global demand for opiate raw materials for one year
. . . most governments have followed its advice and maintained the area to
be cultivated with opium poppy well below the level of 2002 or 2003.”33

In 2003 the total legal production of morphine was 487 metric tons and
that of thebaine, 80 metric tons. Contrast these figures with Afghanistan’s
production of 4,100 metric tons of opium, which represents 410 metric
tons of morphine.

In the 1994 report, the INCB noted that only 20 percent of the twelve
metric tons of morphine used worldwide to treat severe pain was used in
the developing countries.34 Countries, the INCB pointed out, had a duty
to make sure that there was an “availability of an adequate amount of drugs
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for medical and scientific use.” The same report noted that in some coun-
tries there was an “inadequacy of the licit distribution systems for pharma-
ceuticals.” A 2001 report noted that “most developing countries lack the
resources and expertise required for determining medical needs and adjust-
ing supply to meet those needs.”35

The INCB again took up the issue of “freedom from pain and suffering.”
In a joint board and WHO study, it was concluded that “while efforts to
prevent oversupply should be maintained, more emphasis should be put on
facilitating the supply of licit drugs to underdeveloped areas. . . . Outdated
restrictive regulations and, more frequently, uninformed interpretations of
otherwise correct regulations, misguided fears, and ingrained prejudices
about using opioids for medical purposes continue to prevail.”36 Neverthe-
less, by the following year, the INCB was complaining of the overcon-
sumption of internationally controlled drugs.37

The INCB seems to be saying that more painkilling drugs are needed
but, for the reasons that it sets out, are not being used or prescribed. To
change this culture will take years. Lack of a regulatory framework or even
a secure distribution network would inevitably lead to diversion onto an
illicit market. In so many medical schools, the use of any opiate is often
regarded as a last resort—and by many not worth the hassle if some author-
ity should think that they made a mistake. Even in Western countries, the
fear of disciplinary procedures against doctors who prescribe morphine
may be greater than the perception of the patients’ need for it.

If opiates were made more easily available to many countries in Africa,
the results could be disastrous. Outside of South Africa, Mauritius, and
Namibia, there is no substantial heroin problem in Africa. The availability
of opiates would add yet another burden to an overburdened continent. As
the INCB notes, “New patterns of drug abuse can easily develop as a result
of excessive availability and inadequate regulatory controls.”38

It must also be understood that many African countries simply have
higher priorities in health and medicines than buying cheap morphine.
Buying antiretroviral medicines to treat HIV/AIDS as well as drugs to pre-
vent and treat malaria are a much higher priority.

In Central Asia and Eastern Europe, the Senlis Council argued that the
increasing prevalence of HIV/AIDS and cancer cases means that “the high
prices charged for these medicines combined with stringent and inappro-
priate market regulations mean that too many people are needlessly dying
in pain.”39 So here it is not the shortage of supply but the cost of it. The

08-7569-0 08  1/16/07  11:34 AM  Page 194



Responding to the Opium Dilemma 195

obvious answer is for those regions to grow and process their own drugs.
Russia certainly has the knowledge and expertise if it wanted to do so.

The Senlis Council recommended that poppies with high thebaine con-
tent be developed. The Australians have already done so and supply the
limited market, predominantly in Japan.

Senlis also suggested that the licensing of poppy growing could be lim-
ited to medicinal needs. This plan could be enacted if a control mechanism
were put into place, but the amount of additional land under poppy culti-
vation would be a fraction of that already used for growing opium poppies.
In fact, production in Afghanistan is at a level that could almost provide
the world’s licit requirement for morphine. What would happen to the
Tasmanian, Turkish, and Indian farmers who have the legal right to grow
now? Are they to be told that they must switch to another crop? How
quickly could this be done? Alternatively, is the world morphine market
going to double in one or two years? How should it be decided how much
opium is needed? Who will grow it and who will not? 

If paying farmers not to grow opium has not halted cultivation, then
paying them to grow it certainly will result in even more cultivation. There
will be an explosion in the amount of poppy cultivation that already takes
place in every province of Afghanistan. Who will choose who can grow and
who not, or what proportion of the crop will be allowed in the future?
Inevitably, a parallel illicit market will spring up, supplied by those not
incorporated into the licit market and encouraged by the warlords and traf-
fickers who make most of the profits today.

How would licensing be policed? The UNODC surveyors would not be
allowed in if eradication would be the result. The population would not
cooperate. Therefore, satellite imaging alone would have to be used. Yet
experience shows that a combination of both satellite surveillance and
human observation is needed in order to achieve accuracy.

What about the warlords and traffickers? They would all lose income.
But would they just sit down and accept it? It is not just the farmers who
are dependent on the heroin trade. As noted earlier, the economics of the
trade means that farmers receive less than 30 percent of the total value.
This proposal does not take into account that it is not the farmers who
make the profit but the wholesalers and traffickers.

The Senlis Council also suggested growing different types of poppies
that do not contain morphine, such as Papaver orientale (formerly bractea-
tum). This option was researched in the 1960s, but the resultant product
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was found to contain the Bentley compounds, 1,000 times more powerful
than morphine. 

Whether the opium is distributed, causing new problems in countries
with little or no opium problems at present, or whether it is destroyed,
increasing the amount of licensed poppy grown would mean the final
destruction of the Afghan economy and a never-ending burden on the
donors to keep paying for the drug. The plan would destroy the Afghan
economy because growing opium poppies would be the most lucrative
crop, and food would have to be imported. Most of the economy would
not be taxed, and thus the government would not have the revenue to
develop infrastructure and services for the country.

The World Bank 
There are two excellent World Bank papers written by Christopher

Ward and William Byrd that examine the Afghan government’s strategy in
detail and assess all the alternatives that have been suggested.40 They also
emphasize the importance of alternative livelihoods—alternative, that is, to
producing opium poppies. “A livelihood comprises all the capabilities,
assets (including both material and social resources) and activities required
for a means of living. It is more than just a job. The term alternative liveli-
hoods was coined to describe the broader, sustainable approach to improv-
ing people’s livelihoods, and to distinguish this approach from the failures
of previous alternative development projects in drugs-producing coun-
tries.”41 The time scale of which they write is much longer than that used
by other authors, for they point out that it took thirty years in Thailand
and twenty years in Pakistan to eliminate poppy cultivation. (Others would
argue that Burma [Myanmar] and Laos took over poppy cultivation from
Thailand, and that in the Dir Valley in Pakistan, depopulation was the
result, with opium growing again resurgent.) Ward and Byrd also argue
strongly against conditional development, which closely links develop-
mental assistance to the eradication of the opium poppy. They assert that
the interdiction of opium processing and trafficking should go hand in
hand with alternative livelihoods programs.

They look in detail at four options for implementing the counternar-
cotics strategy: an interdiction-led approach, an eradication approach, an
alternative livelihoods-led approach, and alternative livelihoods programs
accompanied by law enforcement. Looking at the rationale, direct effect,
economic and incentive impacts, implementation issues, and their relative
strengths and weaknesses, these researchers conclude that the last option
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holds out the most hope for a solution. They add several caveats, notably
that donors would have to commit to the project for many years and that
there must to be agreement on sequencing, with monitoring and evaluation.

It is argued that “the response to the drug economy must occur within
a broader strategic framework of state building, improving security, and
curbing warlords.”42 They also criticize the failure to control the financial
flows and particularly the lack of control over the hawala system. Clearly
there is a need to establish a government-controlled banking system that
works and is trusted by the users. There are, however, considerable chal-
lenges to developing it. A new style of banking must be developed that has
the advantages of the hawala system but includes transparency regarding
the transfer of funds. 

The Afghan Government 
In 2002 the Counter Narcotics Directorate (CND) was created by the

Afghan government to coordinate Afghanistan’s counternarcotics struggle.
The national strategy, which has received almost universal approval, is
based on eight pillars: building institutions, public awareness and infor-
mation campaigns, alternative livelihoods, interdiction and law enforce-
ment, criminal justice, eradication, demand reduction and the treatment of
addicts, and regional cooperation. The strategy starts with interdiction and
alternative livelihoods. This policy is aimed at stopping the traffickers and
at the same time providing alternative sources of income, but it also in-
cludes a whole package of support in terms of health, education, and orga-
nizational and administrative structure. Eradication is to follow. The gov-
ernment has also laid out action plans for implementing the strategy. A
2006 strategy document also includes the establishment of a banking sys-
tem and the development of rural credit and microfinance institutions.43

Later in 2006, President Karzai said that Afghanistan, despite the donors,
was going to abandon eradication.44

Implementation is always one of the most critical areas of strategy and
policy formation. A brilliant strategy that is bungled in its implementation
is of no use, and it will often be assumed that it was the strategy that failed
rather than the way in which it was executed. The CND is responsible for
counternarcotics strategy development and coordination. It is not respon-
sible for the implementation, which is handled by the relevant ministries
and agencies. Herein lies a problem. Each ministry or agency is likely to
demand the money that it feels should be allocated for the implementation
of its part of the strategy. Many will then either redistribute the money to
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other projects or reinterpret the strategy according to their own beliefs
about what is effective. 

There is always a danger that even with the best will and good faith, dif-
ferent ministries and agencies will feel that they know their own area best
and know what should be done. They may not set out deliberately to derail
a strategy, but by not paying attention to their role in the whole scheme,
they may nevertheless do so. Thus can a good strategy be undermined.
The strategy will only be accepted by each of the implementing agencies if
each is not only held accountable but also if the philosophy of the strategy
is constantly reinforced by frequent joint meetings at a high level. Account-
ability is the key watchword. The whole of the timing and sequencing of
the strategy needs to be controlled by the CND; otherwise the strategy
could be sent off course. A strengthened role for the CND, with more
power and authority, seems crucial for the strategy’s success. There is always
an additional danger that donors will cherry-pick the part of the strategy
where they either have expertise or an ideological commitment. It is vitally
important that the Afghans themselves retain control of the program,
including its implementation, in an order and at a speed that they them-
selves deem reasonable.

Many donors object to Afghan control out of fear of corruption—within
the government and among the governors in the country—and fear of fail-
ure. The Afghans themselves, however, are best placed to understand who is
corrupt and who is not, who are the traffickers and who are not. In addition,
the government insists that drug control objectives must be mainstreamed
into all rural development programs. It might be a better long-term policy
to grant Afghans the political maturity and knowledge to deal with this
issue in their own way. They are fully cognizant of their problem. “In the
absence of significant development and rule of law, no other economic
activity provides competitive returns. The cash incomes produced by drug
trafficking finance bribes that have corrupted significant portions of the
administration.”45 If a few years down the line there has been negligible or
no improvement, then the donors would be justified in insisting on a more
proactive role, but encouragement rather than control would seem to be a
more effective strategy.

Another problem of implementation is the power of the local warlords,
who could undermine all of the central government’s initiatives. Confronting
them may not be the best policy in every case but rather incorporating them
into the antidrug effort through economic support in return for aid in imple-
menting the strategy. The idea of “cui bono” must not be forgotten.
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To address this problem, in 2003 the government established the Counter
Narcotics Police of Afghanistan. It has three sections: intelligence, investiga-
tion, and interdiction. This force has been supported by many donors, and
its strength will be increased to 500 officers. Collusion between local police
and the traffickers has limited the former’s effectiveness. Perhaps in response
to this problem, the Afghan Special Narcotics Force was created in January
2004. It is a rapid intervention force equipped with helicopters and able to
make commando-style raids. This force will need to limit the profits of the
traffickers and warlords if it is to have an impact, so it must be large enough
to be effective but not so large or quickly developed that it is infiltrated by
people reporting to the warlords. If members of this force are effective, they
will become targets for the warlords and are likely to be in personal danger.

Can Eradication Ever Work? 

Perhaps instead of digging ourselves into ever deeper holes, we should ask
ourselves whether the principle of trying to stem the global problem of
illicit drugs by attempting to eradicate supplies is the right one to follow in
the first place. Some have argued that the achievement of the Taliban in
enforcing a short production ban in 2000–2001 proves that the policy can
be made to work.

But this argument ignores some uncomfortable realities. The Taliban,
which had used drug profits to fund its war and build and sustain its
power, already had a large stockpile of opium and heroin from previous
overproduction. When the ban was in force, worldwide prices did not
drop, as they should have done had the ban been effective in the market-
place. Indeed, some argue that the ban served the purpose of keeping prices
stable, for they would have dropped had it not taken place.

The other uncomfortable reality is that such bans can only be enforced
by draconian means. With the Taliban these measures included summary
executions, severe violations of human rights, and starvation among poor
farming families. The Taliban’s purpose was hardly philanthropic; their
aim was to use the ban to obtain Western recognition of their regime.

Supply eradication does not work. Where illicit drugs are concerned,
history shows that shutting down one area of production simply displaces
the volume elsewhere. This process is generated by market forces: where
there is demand, supplies will emerge to meet it.

On a smaller scale, possibly successful attempts to eradicate opium pro-
duction in the Dir Valley of the Northwest Frontier province of Pakistan
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commenced in 1985. For the next fifteen years, $35 million was spent,
mainly in supply reduction. Between 1994 and 2002, a further $14 million
went into the project. With no viable alternative crop, the valley was de-
populated. Of the alternative crops of wheat, onions, and tomatoes, only
wheat can be said to be marginally viable. The others reach the market so
late because the territory is at such altitude that the crops mature too late
to compete at anything but uneconomic prices. But this strategy repre-
sents one valley, not a country, and there are signs today that opium culti-
vation is gradually resuming in Pakistan’s remote tribal areas. 

Another example occurred in 1991–1992 in Lebanon, when the Syrian
army destroyed all opium and cannabis crops in the Bekaa Valley as part of
a deal between then U.S. Secretary of State James Baker and Syrian Presi-
dent Hafez al-Assad. The valley, seventy-five miles long and eight miles
wide, was previously planted with 12,500 acres of opium poppies and
40,000 acres of cannabis to fund Hezbollah Islamic fundamentalists. The
annual yield was about 50 tons of raw opium and 1,000 tons of hashish.46

The fields went unpoliced throughout Lebanon’s civil war, but the Syr-
ian army moved in after the Gulf War, when Baker suggested to Assad that
he could improve relations with the United States and Europe by tackling
Lebanon’s role in supplying a significant part of the world’s illegal drugs
market. About 80 percent of the crops were eradicated in 1991 and the rest
in 1992. As a result, the price of raw opium in Beirut rose from $70 a ton
in 1990 to more than $500 a ton in 1992, and there was a shortage of
cannabis on the illegal British market for several months. However, other
producers soon filled the gaps in supply. It should be noted that the area
where drug production was eliminated was small, easily policed, and under
army control. In the end the world supply bounced back, just as it did in
the 1970s when the Turkish suppression of production resulted in a rapid
expansion of opium production in Laos, Vietnam, Burma, and Thailand. 

Britain has taken the lead in NATO operations. Apart from consolidat-
ing stability in Afghanistan, a key objective will be that of striking at the
country’s drug industry. The United States and Britain have decided to get
tough on Afghan opium, the principal source of illegal heroin in Europe
and the world’s largest illicit supply. Britain is using special forces to target
the secret, probably mobile laboratories where opium is converted into
heroin. At the same time, Britain is offering incentives to farmers in the
hope that they will voluntarily grow something else, such as the apricots
and wheat that allowed the Afghanistan of old, before the Soviet invasion
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of 1979, to flourish. The preferred U.S. solution is somewhat less subtle:
spray the fields with herbicide and hang the collateral damage.

It seems that the United States and Britain are trying to influence pol-
icy in totally different directions. The United States clearly favors eradica-
tion and believes that concern over the potential starvation of farmers and
their families is totally misplaced. Establishment of the Central Poppy
Eradication Force testifies to the U.S. commitment to this strategy; but
unless the force can be controlled as to when and where it eradicates crops,
the whole enterprise will fall apart. Instead of leaving different agencies
and organizations to pursue their own agendas, it seems that a firm central
control is needed to determine what actions are taken when and where.
From all the evidence put forward by many analysts, there seems to be a
consensus that a mainstreamed alternative livelihoods program needs to be
the priority in conjunction with vigorous law enforcement. There is also an
urgent need to set up a government-controlled banking system so that the
farmers are not in debt to local opium traders and warlords. The whole
strategy should be carefully evaluated as it is implemented so that any prob-
lems can be uncovered early, discussed, and addressed.

Little consideration seems to have been given to the “what if ” scenario.
In the Afghanistan case, what if the efforts at eradication were successful?
There are two answers: opium production will move to another country or
a newer class of opioids called fentanyl analogs will be manufactured.
These entirely synthetic drugs are a thousand times more potent than
heroin.

Another Afghanistan “what if ” concerns the effects of a general uprising
against the “invaders” to defend the drug trade. This outcome would hardly
augur well for the proposed gas and oil pipelines from the Caspian Sea
across Afghanistan, avoiding a route through Russia. Is this the new Great
Game, with the United States taking over the role of the United Kingdom?47

After all, it is one reason, perhaps even the reason, why the United States
wants stability in Afghanistan.48

The harder course is to try to reduce demand for illicit drugs in the mar-
kets fed by the suppliers. This path is long term and difficult. It requires sus-
tained spending on promoting the prevention of drug abuse that should rely
on truthful education campaigns rather than patently false propaganda on
the dangers of drugs, which young people ignore because it conflicts with
their own experiences. Such campaigns must be tied to the general promo-
tion of healthy lifestyles among young people in particular. At the same
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time, there has to be a policy to reduce the harm caused to society by drugs,
for example, by controlling vectors for HIV/AIDS such as dirty users’ nee-
dles, which would also reduce the harm drug users do to themselves. There
has to be a realistic budget for treatment and rehabilitation, not only to
help users to break their habits but also to try to break the link between
drugs and crime. Putting addicts on long waiting lists for treatment, as hap-
pens now in many countries because of a shortage of places, is counterpro-
ductive. If governments want to be really radical, they would revert to what
used to be British policy in the 1950s and 1960s and allow more doctors to
prescribe drugs to addicts to help them stabilize their lives so that, ulti-
mately, most of them would stop fueling demand.

Forcing such measures through would require great political bravery—
certainly much more than giving orders for substantial military escalation
of the fight against the illegal narcotics trade that clearly permeates the life
and economy of Afghanistan.
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At the beginning of 2006, the government of Afghanistan 
presented its Interim Afghanistan National Develop-

ment Strategy (ANDS) and agreed with international donors to
the terms of the Afghanistan Compact. These two guiding doc-
uments of the “post-Bonn” period outline the mutual commit-
ments of the government and the international community for
achieving concrete advances in three broad areas: security; gov-
ernance, human rights, and the rule of law; and economic and
social development. They come on the heels of the 2005 elec-
tion of an Afghan parliament and provincial councils, a period
of increasing attention on governance at the provincial level, as
well as changes to community governance by the introduction
of community development councils in over half of the coun-
try’s villages through the National Solidarity Program.1 With
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these activities has come an increased recognition by government and
donors alike that improving subnational governance is critical for realizing
the vision for the country set out in the ANDS.2 This vision includes in-
creased democracy, representativeness, accountability, and effectiveness at
“all levels of government.”3 However, both detailed plans and the overall
framework for achieving them are still unclear about many aspects of sub-
national governance, and addressing this shortcoming will require in-
creased attention and strong political leadership. 

The ANDS and the Afghanistan Compact explicitly recognize the weak-
ness of public administration, especially at the subnational level, and highlight
the importance of subnational governance for political and development
goals. They make specific reference to the establishment and improvement of
structures that are to contribute to development planning, coordination, and
representation at the provincial level. These documents, and the complex
processes through which they were agreed, have tried to encourage govern-
ment “ownership” of the issues and focus donor attention on the problems.
For the first time since the fall of the Taliban, there is not only a consensus
between the government and the donors that the issues of subnational gover-
nance must be tackled but also a stated commitment to tackle them. 

This chapter examines some of the confusion around subnational gover-
nance, highlighting the implications of the absence of an overall framework
for subnational governance and the structures of provincial government
within such a framework. It looks in detail at three actual or proposed pro-
vincial structures—elected councils, provincial development committees,
and provincial public administration. It considers what issues affect the abil-
ity of these structures to contribute to improved governance, and how the
development of such bodies is hindered by an overall lack of a comprehen-
sive framework. 

Subnational Governance: The Need for a Framework 

The 1382 Constitution of 2004 affirms Afghanistan as a unitary state. Af-
ghanistan, however, is not only politically centralized; it is also, in theory,
fiscally and administratively one of the most centralized countries in the
world. Budgets are determined centrally and sectorally in Kabul and dis-
tributed downward through their ministerial “silos,” while approval of ap-
pointments and reporting, at least formally, travels upward along the same
paths. In the budgeting process, staff in ministries in Kabul decide how
much funding will be requested from the Ministry of Finance, how much
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will be allocated to the provinces, and how the funds will be divided among
different provinces. There are few discretionary funds available to provin-
cial level authorities and even fewer for district authorities.4 This adminis-
trative and fiscal structure narrowly constrains the potential for local par-
ticipation and responsiveness in planning, budgeting, and appointments. 

Despite the reality of existing centralized structures, initiatives to reform
subnational governance are often underpinned by implicit assumptions
about where and by whom decisions should be made, and for what purpose.
What levels of political, fiscal, and administrative decentralization ensure
not only political stability and equality of treatment for all citizens but also
responsive and accountable government? What are the appropriate rela-
tionships between political bodies and public administration at different
levels? How can traditional forms of governance relate to formal structures
of representative government? Answers to these questions vary according to
context, history, and tradition. 

Among Afghans there are widely differing answers to these questions,
informed by opinions about the nature and history of the Afghan state—
in particular the long-standing confrontations between a weak center and
regional and local power holders of various types.5 Some minority ethnic
leaders, in particular, have tended to push for either power sharing within
the central state or recognition of their identities through mechanisms of
local self-government.6 Regardless of ethnicity, however, many Afghan
politicians and policymakers from across the country favor a strong central
state in order to curb powerful regional figures who often receive support
from outside the country, as well as to reduce the danger of criminal influ-
ence over structures of local government. Research has also consistently
shown that many ordinary Afghans favor a strong central government as a
means of undermining the power of local commanders, at whose hands
they have suffered for so many years.7

Beyond the orientation among many Afghan politicians and people to-
ward strong centralization, international assistance and political pressure
from outside the country have focused on consolidating and strengthening
central governmental institutions following the Bonn Conference. Concerns
about political stabilization and counterterrorist action tended, particularly
on the part of the United States, to trump the development of strong local
institutions, in part due to justifiable fears of local capture. In some parts of
the country, the counterterror and counternarcotics efforts also compounded
the difficulty by engaging with and strengthening local power holders with-
out embedding them in rule-based governance institutions. 
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The widespread and understandable concern about the dangers of “fed-
eralism,” the lack of understanding about different types of decentraliza-
tion, and the domestic and international focus on building a stronger cen-
tral state have all tended to stifle informed and measured debate about
what degree of decentralization might ensure efficient and accountable
government at lower levels. In the vacuum created by the lack of open pub-
lic discussion about these issues, donors and other international bodies
have moved ahead with their activities—creating parallel structures and
great confusion. Much of the fruitlessness of some of the policy processes
and governance programs in recent years, as well as the contradictory ap-
proaches being taken by different ministries and actors, can be attributed
to the lack of consensus on any overarching framework for local gover-
nance. As discussed below, the roles and responsibilities of different bodies
are unclear, as are the relationships between them.

The lack of clarity about the role of different subnational institutions in
this centralized context is particularly evident in discussions about “provin-
cial planning.” These discussions often draw on the theoretical benefits of
increasing subnational input into planning or on the need for better provin-
cial level coordination of activities. However, these views are often put for-
ward in a contextual vacuum, without discussion of how different ap-
proaches to “planning” might fit into overall government structures,
especially current or proposed budgetary processes. Even if proposals for
increased provincial level planning input through provincial councils and
provincial development committees are implemented, there is no clear
mechanism through which provincial level authorities can present a consol-
idated development plan linked to budgets that distinguishes among sec-
toral priorities at the provincial level. For example, a provincial plan may
choose between allocating resources to a school rather than a hospital, but
the budgeting structure does not allow this kind of trade-off at the provin-
cial level. It is unclear from what sources provincial (or district) plans might
get funded or how these plans can feed into national planning processes
with any transparency. The introduction of provincial planning without
corresponding structural reform to ensure that plans are able to feed into
decisionmaking processes with budgets attached is potentially a waste of
time, money, and citizens’ willingness to participate. It also risks reinforcing
citizen perceptions of governmental ineffectiveness, an issue that has
become increasingly salient among ordinary Afghans throughout 2006 and
contributed, for example, to violent rioting in Kabul in May 2006.
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Despite this situation of political, administrative, and fiscal centralism,
the possibility of de-concentrating or devolving some fiscal and adminis-
trative powers to lower levels does not contradict the concept of a unitary
state and is, in fact, explicitly allowed within the Afghan Constitution.
Article 137 of the constitution states that “the government, while preserv-
ing the principle of centralism, shall delegate certain authorities to local
administration units for the purpose of expediting and promoting eco-
nomic, social, and cultural affairs, and increasing the participation of peo-
ple in the development of the nation.”8

The elaboration of a national strategy through the ANDS process and
the Afghanistan Compact has begun to open some space for a renewed
discussion of these issues. This disjuncture between lower-level planning
structures and the centralized budgeting mechanisms has been explicitly
recognized by the government. For example, the ANDS notes that “sub-
national budget and coordination responsibilities remain uncertain: Be-
cause many services are provided locally, there is a need to consult with
provincial (and in the longer term, district) administrations on budget for-
mulation and execution responsibilities, as well as reviewing both revenues
and expenditure assignments.”9

Going further, the ANDS acknowledges that there is a problem with
“excessive centralization,” noting “although discussion of decentralization of
certain functions and assignments is at an early stage . . . over time it may be
desirable to consider a degree of decentralization and/or de-concentration of
some policy-making and budget responsibilities” to increase effectiveness as
well as local ownership.10 This cautious “pro-decentralization” stance may
seem very moderate to outside observers, but in the Afghan context it
implies a considerable break from the focus of the Bonn period. Despite this
recognition and the inclusion of a number of important benchmarks relat-
ing to subnational governance in both the ANDS and the Afghanistan
Compact, these plans do not offer concrete content about a future frame-
work of responsibilities, resources, and relationships at different levels of
government and among different bodies tasked with subnational gover-
nance functions. Instead they merely note that “government will review the
functional assignments of central, provincial and district administration.”11

The process for such a review and clarification of the subnational gover-
nance framework is not specified. 

It is not immediately clear where such a framework can be developed
since there is no one clear “home” within the government for such activities.
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The Ministry of Interior, Ministry of Economy, the Independent Adminis-
trative Reform and Civil Service Commission (IARCSC), and the Ministry
of Finance, as well as other line ministries and government agencies, all have
a stake in subnational governance, and there are no functioning mecha-
nisms to bring open debate and discussion into one place. 

On the donor side, the lack of a strategic framework has meant that the
usual problems of coordination in complex postconflict environments have
been exacerbated. In some cases there has been an unwillingness to share
information and to work in a coherent manner toward agreed goals, even
between programs funded by the same donor.12 The lack of a focal point
within government has also contributed to a tendency for the international
community to engage with those ministries or agencies that have the great-
est capacity to engage, not necessarily those with the strongest mandate for
involvement. The ministries that are central to the debate are marginalized
in many discussions and planning. The outcome is the development of
proposals and processes that do not have broad political legitimacy and are
therefore blocked, either in the approval process or in implementation.
Without clear guidelines on how different structures fit together and relate
to each other, different programs and ministries have gone ahead with
planning according to their own vision. However, they meet resistance
when they attempt to engage others in their plans, and on many occasions
this result has led either to inertia or failed implementation. 

It will be extremely important that the review of responsibilities of sub-
national levels of government called for in the ANDS be undertaken with
the cooperation of different ministries and stakeholders. This review will
need to tackle the following questions: 

—What are the resources, responsibilities, and relationships of different
levels of government in trying to meet the goals of improved subnational
governance set out in the ANDS? These factors will relate not only to ad-
ministration and planning but also to service delivery. 

—What is the role of the provincial level in development planning?
This answer should include an agreed-upon definition of provincial plan-
ning, its purpose, and its relationship to budget processes. 

—What are the relationships between different subnational bodies?
This answer should spell out the relationships between elected provincial
councils and provincial administrations, and between provincial councils
and provincial development committees. 

To address these questions, the establishment of an interministerial com-
mission to develop an overall vision of subnational governance would repre-
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sent a good first step and would provide the necessary home for these
debates. However, considerable effort must be applied to make such a com-
mission an active and functioning body with wide political support encom-
passing both the legislative and executive branches of government. An oppor-
tunity for wider input is also presented through the process of provincial
consultations on the full Afghanistan National Development Strategy, due to
continue in 2007. It is also extremely important rapidly to develop and put
into practice an appropriate mechanism for monitoring the governance-
related provisions of the Compact and the ANDS. 

These mechanisms for the development of an overall subnational gov-
ernance framework would not work in a vacuum—particularly at the
provincial level. Despite the structural constraints just outlined, there have
been various attempts to introduce new representative bodies and plan-
ning or coordination mechanisms at the provincial level. Some, such as the
election and establishment of provincial councils, follow the provisions of
the constitution. Others are more piecemeal attempts to improve coordi-
nation at the provincial level or to introduce planning processes. Finally,
efforts at public administration reform have been extended to provincial
and, in a few cases, district levels. 

Elected Provincial Councils in Afghanistan 

On November 10, 2005, Afghanistan’s thirty-four elected provincial councils
(Shura-e Welayati) met to elect their officers. Two days later each elected two
of their number to the Meshrano Jirga, the upper house of the National As-
sembly.13 The establishment of Afghanistan’s first elected subnational institu-
tions fulfills part of the conditions of the Bonn agreement and represents a sig-
nificant accomplishment in the state-building process. However, a number of
issues need to be resolved before provincial councils form a functional and
legitimate part of the emerging democratic order described in the ANDS. 

Before the 2005 elections took place, extended consultations between
Afghan and international governmental and nongovernmental actors con-
sidered the role of the provincial councils. Eventually the cabinet awarded
them relatively weak advisory functions focused on provincial level devel-
opment planning and oversight of provincial administration. While the
Afghan Constitution, the Law on Provincial Councils approved by the cab-
inet on August 15, 2005, and its supporting regulations broadly reflect this
outcome in defining the councils’ purpose and functions, significant obsta-
cles to the effective practice of these minimal functions exist.14
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Functions of Provincial Councils 

The functions envisioned for the provincial councils fall into three
broad areas. The first is participation in provincial developmental plan-
ning. Provincial councils are to consult the population and participate in
determining developmental objectives for the province and designing
development plans. This function can be seen as the primary representative
role of the councils and embodies the notion that consulting people and
communities is not only intrinsically desirable but contributes to better
developmental outcomes.

Even so, there are a number of issues related to the provincial councils’
contribution to development planning. There is as yet no framework defin-
ing provincial planning and its relation to budgets. No clear planning
framework exists to clarify the part each body, including the provincial
council, is to play. In addition, the relationship between the councils and
the proposed provincial development committees and other bodies also
with responsibilities for provincial planning is unclear. How will elected
councils’ input be included in the provincial planning process and used,
evaluated, and publicized? Without answers, provincial councils risk de-
legitimization in the eyes of both members and electors. 

The consultative mechanisms available to provincial councils are also
unclear. The law requires councils to consult with the residents of their
province on a quarterly basis, but neither the law nor regulations specify
the mechanisms to do so. One contributing factor is the unsuitability of a
provincially based single nontransferable vote system of election, which
means that a council may not have members from all districts in a
province.15 A ward-based system of election that focuses on districts might
be more likely to ensure that the full range of provincial conditions is
reflected in local developmental planning.16 The as yet undetermined
future district and village representative arrangements will also significantly
affect the eventual shape of these consultative mechanisms, so they too
must form part of a comprehensive and coherent subnational governance
framework. The National Area Based Development Program, funded by
the United Nations Development Program and operated by the Ministry
of Rural Rehabilitation and Development, does consider the role of
provincial councils in integrating priorities from the district level, but risks
the problems of single ministerial ownership and lack of broader political
buy-in that have plagued other initiatives. 
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The second function with which councils are tasked is monitoring and
appraising other provincial governance institutions, including “law
enforcement bodies.” They are required to meet with provincial governors,
acquire information on the activities of their administration, and commu-
nicate their findings to the population. In turn, provincial governors must
“take actions” and “design, organize, and implement programs” in “coop-
eration” with provincial councils.17 In addition, the law and rules of pro-
cedure allow for meetings between the governor or other members of the
administration and the council. However, there are no corresponding legal
obligations for the administration, and particularly “law enforcement bod-
ies,” to attend meetings or respond to questions or requests for information
from the councils. Such legal instruments will eventually be required so
that the oversight function of the provincial councils can be exercised prop-
erly. The reform of provincial administration discussed below could intro-
duce such mechanisms. 

Another concern is that budget and staffing arrangements for councils
are not independent of the provincial administration. Article 17 of the law
determines that “the administrative affairs and service needs of the Provin-
cial Council shall be organized and provided by the concerned province,”
and support staff are to be seconded from the provincial governor’s office.18

In effect, provincial councils are made dependent in their day-to-day func-
tioning on the very provincial administration that they are charged with
monitoring, with obvious implications for independence. The provincial
councils have expressed a desire for a budget separate from provincial
administrations, but the source of such budgets is not yet clear. 

Finally, the councils’ third function is to participate in the three interrelated
activities of conflict resolution, elimination of customs “contrary to the law
and shari’a” or human rights standards, and reduction of illicit drug activity.
This category of responsibility includes functions of a quasi-judicial nature
that require further clarification of relationships among judicial, law enforce-
ment, and customary dispute resolution institutions, in particular in relation
to the provincial councils’ mandated “conflict resolution” roles. Consideration
of the involvement of provincial councils and their relationships with other
actors should form part of ongoing discussions of judicial reform and the
place of customary institutions in dispute resolution, the promotion of
human rights, and other goals. Provincial councils may, for example, be valu-
able as a liaison body between customary institutions and the formal struc-
tures of the state, and their role in this respect could further be legitimized.
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In addition to their specific functions, there are issues of resources,
capacity, and public perception that will affect the work of the councils.
While venues and some resources were found for the inauguration of the
councils in almost all provinces, these efforts occurred on an ad hoc basis
and may not be sustainable. In 2006, all thirty-four councils noted inade-
quate working space and finances among their main problems. Even if the
2006 financial allocation levels are maintained, these resources remain lim-
ited in relation to the tasks of the councils.19

Orientation sessions have introduced the new members to their roles,
but members will require ongoing training to help them navigate changing
administrative structures at the provincial level as well as to learn about the
drafting of resolutions, amendments, and recommendations, and about
committee work. Such training should continue to emphasize Afghan
ownership, norms, and participation. It should also be progressively based
on increased legal specification of the councils’ role and relationships to
other bodies as well as specific capacity needs. It is also clear that during the
election both voters and candidates had little awareness and held widely
varying expectations of the roles of these bodies.20 There is the risk of a
mismatch between the relatively weak formal powers of the councils and
the desire for representation, service, and patronage on the part of com-
munities and individuals. This problem may be compounded by the pres-
ence of some council members with considerable informal networks of
influence alongside others without them.

While these observations focus on the mandated roles of the provincial
councils, it is important to note that the councils themselves have proven
assertive, meeting and articulating demands for different funding arrange-
ments and increased powers and resources through a resolution collectively
adopted in 2006.21 These requests form a useful basis for compromise and
remediation.

Provincial Development Committees and Subnational Planning 

In 2005–2006, Afghanistan saw considerable, if inconclusive, activity in
the area of provincial coordination and planning. First, there was a desire,
especially on the part of many donors, for more effective provincial level
reconstruction and development planning. Second, the availability of large
amounts of money to be spent at the provincial level, particularly related to
the counternarcotics agenda and planning for “alternative livelihoods,”
helped to create new provincial coordination structures. The political
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weight behind counternarcotics activities, as well as timing issues related to
crop cycles, meant that the establishment of provincial entities was pushed
forward at breakneck speed, often ignoring existing or planned structures
and other government-supported initiatives. 

Recognizing the need for improved coordination of activities at the pro-
vincial level, a number of different agencies began parallel initiatives to estab-
lish coordination mechanisms. Different bodies with different names emerged
across the country. Some had their roots in the previously established United
Nations Assistance Mission in Afghanistan (UNAMA)–supported provincial
coordination bodies, others were initiated by donors or provincial recon-
struction teams (PRTs), and some were begun on the initiative of governors.
The desire by many actors for better coordination is understandable, and there
have been some notable successes in donor-driven coordination activities in
some provinces. In Bamian, for example, the UNAMA office and the PRT
have been instrumental in ensuring appropriate provincial level coordination.
However, many acting in this area tended to pay only token attention to the
structures of subnational administration. Moreover, they failed to understand,
or perhaps chose to ignore, the limited legal, fiscal, and political mandate for
subnational planning.

When the duplication of activities and structures became clear in sum-
mer 2005, a working group was established in Kabul, initially with repre-
sentation from the Ministries of Interior, Finance, and Rural Rehabilitation
and Development, and later expanded to include the IARCSC, Ministry of
Economy, and a number of donors. A jointly agreed document outlining
the structure and functions of provincial development committees (PDCs)
arising from this working group was presented to the cabinet. However, the
Ministry of Economy was subsequently asked to prepare a new plan and to
implement it. The resulting written agreement was prepared and approved
by the cabinet.22

As far as can be understood, tasks assigned to the PDCs are
—coordination, including between government departments and

national and provincial levels of government, and between government,
nongovernmental organizations, international organizations, and PRTs;

—communication between public administration, provincial councils,
and “the people”; 

—provincial planning responsibilities, including budgeting and the ap-
proval of provincial strategies; 

—advising on public and private investment strategies; and 
—supervision of counternarcotics work.
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However, the resulting approach to PDCs is unsatisfactory for a num-
ber of reasons, including a lack of clarity in general and in the following
particular areas:

—It proposes powers for the PDC, such as supervision of sectoral proj-
ects and supervision of counternarcotics activities, that should not lie with
a coordination body but rather with line ministries.

—It gives responsibility to the PDC to draft the provincial development
budget when no such budget exists. 

—It proposes both a secretariat and a “central office of the development
committee” within the Ministry of Economy, which will be costly, unsus-
tainable, and duplicative. The proposed budget suggests that $3 million
will be required to set up the committees, and an annual operational bud-
get of $2.7 million will be needed. 

—The proposed allocation of duties between the PDC and the Ministry
of Economy is not clear.

—Despite potential duplication of functions, no detail is given about
the division of responsibilities and relationships with elected provincial
councils. 

—It is not obvious whether representatives of donors, PRTs, other inter-
national organizations, nongovernmental organizations, the private sector,
and civil society are all equal members with heads of departments or
whether they are supposed to contribute to sectoral working groups. 

The cabinet did, however, specify that PDCs should be established
without increasing the number of staff or the budget, and that provincial
economy departments were responsible for forming the secretariat and
making PDCs operational, using existing staff in their present structure.23

For a number of months there was no movement on the establishment
of PDCs, with senior officials stating that they expected that the cabinet
would be reshuffled, so they were not going to push the process forward.24

Even after the approval of the relevant ministers by parliament, nothing
changed. Nonetheless, despite confusion regarding membership, function,
and relationships, the Ministry of Rural Rehabilitation and Development
is pushing ahead with training PDCs through the National Area Based
Development Program. In 2006, the training consisted of “training of
trainers” in so-called “generic skills.”25 However, without clarification of
these broader questions on the place of PDCs in an overall framework and
absent cross-ministerial support, the value of such training may be seri-
ously undermined.
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Meanwhile, without a formal and agreed process for improved provin-
cial coordination, diverse initiatives continue to proliferate, creating fur-
ther confusion. In the southeast for example, the governors of Paktia, Pak-
tika, Laghman, and Khost, with the facilitation of a contractor funded by
the United States Agency for International Development, generated
“provincial development strategies,” establishing Strategic Policy Groups
and Responsive Working Groups in a model that they intend to roll out
across the country.26 In Balkh the Civil Service Commission and the rest
of the provincial administration turned the provincial coordination board
into a “provincial planning and development council.” They developed
guidelines on the functions and relationships of this body and produced a
useful manual that they thought could be shared nationwide. Learning
that it was not in step with the Ministry of Economy’s approach, they
ceased their initiative and withdrew this manual but became increasingly
frustrated that no progress was being made.27 Elsewhere, ad hoc arrange-
ments continue to function (or not), some of which have been renamed
PDCs in recognition of the central government’s stated commitment to
creating these bodies. 

Some donors and other stakeholders involved in the protracted plan-
ning efforts around PDCs privately say that it does not much matter
whether a standardized structure is created in every province, and that it is
more important that coordination mechanisms work than that they fit an
agreed “model.” For this reason these donors and stakeholders continue to
support the ad hoc arrangements established in some provinces, and oth-
ers support the new mechanisms that are springing up. While it is obvi-
ously necessary that there is functioning coordination in the short term, as
the emphasis on the provincial level grows, it is also important that there
is some measure of standardization. Standardization will ensure appropri-
ate input from relevant provincial actors (such as the provincial councils)
according to the law and will clarify roles and responsibilities. Standard-
ization may also help institutionalize coordination rather than allowing it
to be shaped by the strengths and interest of individuals, such as provincial
governors. It may be that the processes of provincial consultation around
the ANDS can provide some momentum to the stalled process of estab-
lishing PDCs, and donors should use the opportunity presented by this
high-profile activity to encourage that outcome. 

The activity around PDCs, the attempts to create a proposal that was
acceptable to a number of different ministries, and the ultimate failure to
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produce a workable solution highlight several aspects of the “higher level”
questions emphasized in this chapter. Some of the difficulties encountered
in the process of trying to develop an agreed proposal for PDCs can be
attributed to the lack of an overall framework for subnational governance,
with agreement on roles and responsibilities of different bodies. There
were, for example, different views as to how PDCs might contribute to
provincial governance, with different implications for their roles, member-
ship, and relationships. Moreover, the lack of an overall institutional
“home” for issues of provincial governance meant that until the president
made a decision, it was not clear who should be responsible for developing
the proposal and then implementing it. There was also a certain amount of
conflict between ministries on this issue. The experience around PDCs
illustrates that a lack of clear political ownership and answers to these
broader questions will continue to hamper progress, not only in the estab-
lishment of PDCs but also regarding broader reform of provincial level
governance and administration.

Reform of Provincial Administration 

Early attempts to reform subnational administration took place through
the Afghanistan Stabilization Program (ASP). This National Priority Pro-
gram was tasked with administrative reform at the provincial and district
levels, the rebuilding of district level infrastructure, and the disbursement
of a block grant of $1 million to each province though the Provincial Sta-
bilization Fund. Indeed, the ASP also attempted to develop provincial
coordinating mechanisms, especially around the use of the Stabilization
Fund. However, numerous political and administrative difficulties assailed
the program, rendering it unable to play an overall coordinating role at a
provincial level. It has been largely sidelined, having made some infra-
structural investments but no lasting changes to administrative function-
ing, governance, or planning. 

The government channeled its efforts through its public administration
reform (PAR) strategy, which has five pillars: administrative reform,
including subnational administrative reform; salaries and incentives; civil
service management; merit-based appointments; and capacity enhance-
ment. The subnational administration reform element has three key com-
ponents: strengthening the offices of the governors, building provincial
level IARCSC capacity, and deepening reforms in subnational units of
key ministries.
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The restructuring of departments and changing of recruitment prac-
tices was initially piloted under the priority reform and restructuring
(PRR) process. In return for specifying objectives and functions, some
measure of restructuring, and merit-based recruitment, PRR allowed par-
ticipating ministries and departments to pay higher salaries to qualified
staff in selected positions. Although PRR showed some success in some
areas, at a national level, the program proved problematic, with concerns
raised about limited genuine organizational restructuring, the extent to
which unqualified staff members were simply moved into higher-paid posi-
tions, and inequities across and within ministries.28 The broader PAR pro-
gram was revised, and activities formerly carried out under PRR have been
subsumed into different components of the PAR program, including a
more comprehensive reform of pay and grading.29

By 2006 there was some progress in establishing reform and capacity-
building processes at the subnational level but with mixed results. In par-
ticular, a review conducted by the Afghanistan Research and Evaluation
Unit in 2004–2005 found that there had been significant improvements in
financial management at the provincial level.30 Additionally, in the PRR
pilot province of Balkh, there were encouraging signs of genuine reform—
for example, the reform process created a 60 percent change in staff, and
the number of graduates working in the governor’s office increased from
two to twenty-one.31

Some areas of reform have proven much harder and slower, however. In
general, restructuring of departments, the changing of recruitment prac-
tices, and the development of sustainable training programs have been
more difficult to achieve. Within ministerial departments at the provincial
level, progress has been limited, with only the Ministry of Rural Rehabili-
tation and Development and the Ministry of Public Health undertaking
significant reforms. In most provincial departments, the process only
resulted in the movement of a few key posts (particularly directors) to the
new salary scale and did not involve significant reform to the structure or
function of the departments. In some cases, it also generated resistance
among long-standing civil servants, for example, hospital administrators.32

Although PAR at the provincial level is new and there are limited eval-
uation data available, the initial experience of the pilot participants sug-
gested that the PRR process tended to focus on salary change without cor-
responding attention to the structural and functional reform of the offices
involved. Additionally, some disagreements have emerged over the defini-
tion of political and administrative appointments. Finally, most, if not all,
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provincial applicants for restructuring have had difficulty meeting the
application requirements without substantial assistance, bringing into
question the demand-led basis for the reforms. This difficulty seems to
center on defining the appropriate structural and functional reforms,
understandable in the context of the unclear provincial framework dis-
cussed in this chapter.

It thus seems likely that administrative reform in the provinces will
encounter two sets of mutually reinforcing problems. The first set consists
of the problems encountered by PAR generally but potentially heightened
because of distance from Kabul, the diverse nature and complexity of local
patronage systems, and even lower levels of capacity. The second set of
problems relates to the lack of an overall framework for subnational gover-
nance and political commitment to reform processes. For example, PRR
was seen as another “program” to be implemented but without linkages to
a holistic process of reform. As a recent Afghanistan Research and Evalua-
tion Unit study concluded, “PRR can be a positive tool if used to help
shift the provincial administrations toward a more unified and coordinated
entity. But if simply overlaid on the existing structures, in a piecemeal fash-
ion reflecting current vertical lines of authority, PRR is more likely to be
counterproductive.”33

The two key multilateral institutions supporting public administration
reform, the World Bank and the Asian Development Bank, agree that the
lack of integration into a broader strategy of subnational governance
reform is hampering change at the provincial level. A recent review of PRR
conducted for the Asian Development Bank commented that “in the ab-
sence of agreed political, administrative and fiscal arrangements between
provinces and central governments, it is very high risk to be pressing for
PRR at the provincial government level. . . . Roll out of PRR into the
provinces should be evaluated to reflect its effectiveness without formal
government policies in place regarding provincial governments.”34 These
concerns are equally relevant for the broader PAR process, as the new pro-
gram still operates within the confused institutional environment outlined
in this chapter. 

A critical and related concern is that of capacity building and training at
the subnational level. Although there has also been increasing activity in this
area, efforts to date have been uncoordinated and piecemeal, and the vast
majority of efforts have been centrally directed. Various international agen-
cies and nongovernmental bodies have worked with different governmental
institutions, including the IARCSC, to provide a variety of training. Initia-
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tives have included the ASP; the Capacity Building Group training program,
funded largely by the European Union; and a number of programs funded
by UNAMA and the UN Development Program. However, a recent review
of training needs at the subnational level concluded that “although some
provinces and districts have benefited from limited amounts of training pro-
vided by a variety of governmental and non-governmental organizations,
exposure to training was found to be low. . . . The training that has been
supplied has been ad hoc in nature and uncoordinated in planning and deliv-
ery. Presently there is no culture of training or human resource development
within the civil service.”35

While there are clearly a number of issues related to the difficulty of de-
veloping capacity in Afghanistan, it is worth noting that the uncoordinated
approach toward subnational governance has also contributed to the diffi-
culties. The success of capacity-building initiatives is intimately linked to
the overall success of the public administrative reform process, so that civil
servants are trained for their new responsibilities within revised organiza-
tional structures. This critique does not suggest that all training must wait
for such reforms to take place, but it is important that capacity building is
integrated into a structured approach to subnational administration
reform, which is in turn linked into an overall framework for subnational
governance in general and provincial reform in particular.

Conclusions 

Afghanistan has elected provincial councils, established provincial devel-
opment committees, and begun public administration reform at subna-
tional levels. Even so, there has been continuing ambiguity about the rela-
tive responsibilities, resources, and relationships of these new or proposed
structures, potentially hampering their ability to perform the roles set out
for them. More seriously, there has been no overall framework for how
provincial structures fit within the vision of governance set out by the
ANDS and the Afghanistan Compact. It is still not known who makes
which decisions about what happens in the provinces, how planning is
linked to budgets, and how different bodies work together.

The problematic results of a lack of common answers to these questions
can be seen clearly. First, it is unclear how different provincial structures
should be involved in planning developmental activities. PDCs and
provincial councils are mandated to contribute to planning, but there is no
administrative and fiscal structure that can make provincial “planning”
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meaningful in the sense of determining government spending. Until this
lack of structure is rectified, it will work against the effectiveness and
potentially the legitimacy of these arrangements in the longer term. 

Second, since there is no consensus on the roles that different provincial
structures play, it is proving hard to reform them and train staff. Subna-
tional administrative reform efforts and the establishment and equipping
of provincial councils are expected to improve the effectiveness and ac-
countability of government, yet it is not always clear where such efforts are
aimed. Both of these problems derive from the absence of an ongoing
political process that can bring questions about the future shape of the
Afghan state into the open and begin to provide answers that are shared
among the ministries, parliament, donors, and other stakeholders. 

Despite this lack of a detailed framework, an opportunity is presented
by the elaboration of a general vision for subnational governance in the
ANDS and Afghanistan Compact. While acknowledging the complexity,
difficulties, and long-term nature of the processes required, including that
of reaching consensus on complex long-term budgetary issues, we believe
there are three specific actions that can be taken by the government and the
international community to begin to resolve these issues and contribute to
improved subnational governance:

First, the government should establish a high-level interministerial body
to provide a focal point and clear leadership on issues relating to subna-
tional governance and administration. This body must have the political
support to bring questions about the overall framework of subnational gov-
ernance into the open, in coordination with the ongoing National Devel-
opment Strategy process.

Second, the Consultative Group focusing on governance should actively
advise on the implementation and monitoring of the governance pillar in
the ANDS and Afghanistan Compact, perhaps with a dedicated provincial
or subnational governance working group. The terms of reference for these
bodies must be clear, and every effort should be made to ensure, through
the proposed reform of the Consultative Group system, that this group is
working and active. 

Third, donor initiatives to coordinate better support to subnational gov-
ernance should be encouraged and extended. Donors need to recognize
that apparently laudable efforts in one arena and a desire to ensure devel-
opment, reconstruction, or other activities may actually undermine longer-
term and more sustainable efforts in another arena. In developing capacity-
building approaches and programs, donors should ensure that parallel or
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duplicative structures are not established and that their proposals fit easily
into agreed governmental structures. Capacity building and the develop-
ment of a clear framework for provincial governance must go hand in hand
to answer the question, “Capacity to do what?”

Beyond these questions of vision, framework, and strategy, this chapter
has also raised some specific issues confronting the new and reforming
provincial structures. The following are key recommendations regarding
provincial councils:

—Elaborate the bases of representation and consultation for provincial
councils. This step will involve creating mechanisms for consulting the
population, which will also entail decisions about the shape of other levels
of subnational representation. It may also involve reconsidering the elec-
toral system for provincial councils as well as that for future district and vil-
lage elected bodies. 

—Clarify the relationship—through reserved membership or other-
wise—of provincial councils to PDCs and other planning bodies in the con-
text of efforts to define provincial planning and its relationship to budgets.

—Laws governing provincial administrations and other bodies should
include mechanisms to ensure the cooperation of those bodies in monitor-
ing by provincial councils.

—Measures need to be taken to ensure that provincial councils have
sufficient resources independent of governors’ offices and receive capacity-
building support.

—The role of provincial councils should be considered in future dis-
cussions of informal and formal justice sector activity. 

Similarly, efforts to establish effective PDCs may benefit from consider-
ing the following recommendations:

—A revised plan should be prepared that more clearly defines the
responsibilities and relationships of the PDCs.

—The process of establishing a PDC in every province should be re-
sumed. It is important that a consistent structure be established in each
province, even if the precise details and relationships have to be confirmed
as the broader vision emerges.

Finally, the gradual extension of public administrative reform efforts to
the provincial level should take into consideration two issues. First, there is
a need for increased focus on true reform and restructuring rather than
just salary increases. Second, donors and other actors must commit to an
integrated approach to capacity building at the subnational level, with a
focus on strengthening the IARCSC as implementer of the PAR agenda.
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The reform of Afghanistan’s subnational governance arrangements has
reached a new and critical phase, exemplified by the attention given to it in
the guiding documents of the post-Bonn era, the ANDS and the Afghan-
istan Compact. In the past, stabilization and the establishment of a few key
functioning central government institutions have taken priority. While
these issues remain important, the spread of reform and state building to
the provincial level and beyond is critical. These attempts to bring repre-
sentation, development, and sound governance closer to the people present
new challenges to reformers. The focus on subnational governance pro-
vides an opportunity for change but will require strong political leadership,
strategic thinking, new levels of cooperation and coordination, openness,
and a willingness to engage with the issues holistically rather than on a
piecemeal basis.

Notes 

1. The National Solidarity Program is a community-driven development initiative
funded by international donors including the World Bank, managed by the Ministry of
Rural Rehabilitation and Development, and implemented by nongovernmental organiza-
tion facilitating partners. It calls for elected community development councils to be formed
that contribute to planning projects funded by a block grant and are intended to improve
community governance generally. Controversially, many see them as forming the basis for
future permanent structures of local representative governance. 

2. Here the term “subnational governance” refers to the institutions and processes (both
formal and informal) through which decisions affecting citizens (including allocation of re-
sources and service delivery) are made below the national level. “Provincial government”
refers to formal state structures, including formally elected bodies. “Subnational adminis-
tration” refers to the governors’ offices, provincial and district departments of line min-
istries, and other government agencies and commissions such as the Independent Afghan-
istan Reform and Civil Service Commission. 

3. See Afghanistan National Development Strategy, “Interim Afghanistan National De-
velopment Strategy” and “The Afghanistan Compact,” www.ands.gov.af.

4. See Anne Evans and others, A Guide to Government in Afghanistan (Kabul, 2004), and
Subnational Administration in Afghanistan: Assessment and Recommendations for Action
(Kabul, 2004); Anne Evans and Yasin Osmani, “Assessing Progress: Update Report on Sub-
national Administration in Afghanistan” (Kabul, 2005).

5. See Barnett Rubin and Helena Malikyar, “The Politics of Center-Periphery Relations
in Afghanistan” (New York, 2003), www.cic.nyu.edu/archive/pdf/WBCPAfgh.pdf.

6. These different positions played themselves out in debates at the Constitutional Loya
Jirga. See Barnett Rubin, “Crafting a Constitution for Afghanistan,” Journal of Democ-
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