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Creating an effective transition for the ANSF is only one of the major challenges
that Afghanistan, the US, and Afghanistan’s other allies face during 2014-2015
and beyond. The five other key challenges include:

• Going from an uncertain election to effective leadership and political cohesion
and unity.
• Creating an effective and popular structure governance, with suitable
reforms, from the local to central government, reducing corruption to
acceptable levels, and making suitable progress in planning, budgeting, and
budget execution.
• Coping with the coming major cuts in outside aid and military spending in
Afghanistan, adapting to a largely self-financed economy, developing renewal
world economic development plans, carrying out the reforms pledged at the
Tokyo Conference, and reducing the many barriers to doing business.
• Establishing relations with Pakistan and other neighbors that will limit outside
pressures and threats, and insurgent sanctuaries on Afghanistan’s border.
• Persuading the US, other donors, NGCO, and nations will to provide advisors
to furnish the needed aid effort through at least 2018, and probably well
beyond.
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Nevertheless, Afghanistan cannot succeed unless the ANSF meets the wide
range of security challenges which are the subject of this briefing. Many of these
challenges are ones that all governments face in shaping an effective security
response to major extremist and insurgent threats. Others are unique to
Afghanistan.
It should be clear from this list and the briefing that follows that the ANSF faces
problems that make a successful Transition a high risk effort even if the ANSF is
the only factor considered in supporting an effective Transition. This risk is
highlighted in much of the data that follow, and in virtually all of the narratives
describing the current state of the ANSF.
At the same time, the briefing shows that there are positive as well as negative
trends. The ANSF may be able to succeed if it receive suitable outside support,
and particularly if it has a substantial advisory and enable presence from the
US, if other key ISAF states like Germany and Italy provide a presence in in key
areas, and if the donors provide the funds necessary for the ANSF to develop,
operate, and mature.
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A Long List of Key Uncertainties
• When will a new President take office?
• Can the new President win popular support… and lead?
• How long will it take to form a functional government at all levels –
national, provincial, district?
• How will the mix of power brokers change?
• What security challenges will emerge and when? How will the MoD
and MoI function and respond?
• Who will take charge of budgeting, economic planning, and use of
international aid?
• What will be mix of corruption versus relative honesty?

• What will be the mix of capabilities – e.g., war-fighting versus
security? How will Afghan leaders reshape the rule of law?
• How will layered defense actually interact with governance?
• Accommodation? Search for peace?
• Role of neighboring powers?
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The Afghan Government Can Be as
Serious a “Threat” as the Insurgents:
The Other Challenges of Transition
• Creating political unity and reasons to be loyal to government
• Creating a new structure of governance and balance between factions
• Effective revenue collection, budget planning and expenditure, and limits to
corruption
• Fully replacing NATO/ISAF with the ANSF and “layered defense”
• Creating a new structure of security forces, advisors, and aid funds, to
include addressing the presence of US and other nations’ personnel
• Acting on the Tokyo Conference: Creating effective flow and use of aid,
economic reform, and limits to corruption and waste
• Stabilizing a market economy driven by military spending and moving
towards development: Brain drain and capital flight
• Coping with weather and other challenges to agricultural structure and with
pressures to increase the narco-economy
• Dealing with neighbors: Pakistan, Iran, Central Asian nations, India, China,
and Russia
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World Bank Rankings of Governance Shows
Very Uncertain Trends

Government Effectiveness

Voice and
Accountability

http://knoema.com/WBWGI2013/worldwide-governance-indicators-2013?action=download, April 7, 2014
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Economic Progress Before Transition (2003-2012):
“Best (Unreal) Case” Projections

Note: Unusually
favorable rains drive
much of growth
World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014, p. 3.
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The Post-Election Challenges of
Transition
• Creating political unity and reasons to be loyal to government
• Creating a new structure of governance and balance between factions
• Effective revenue collection, budget planning and expenditure, and limits to
corruption
• Fully replacing NATO/ISAF with the ANSF and “layered defense”
• Creating a new structure of security forces, advisors, and aid funds, to
include addressing the presence of US and other nations’ personnel
• Acting on the Tokyo Conference: Creating effective flow and use of aid,
economic reform, and limits to corruption and waste
• Stabilizing a market economy driven by military spending and moving
towards development: Brain drain and capital flight
• Coping with weather and other challenges to agricultural structure and with
pressures to increase the narco-economy
• Dealing with neighbors: Pakistan, Iran, Central Asian nations, India, China,
and Russia
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Economic Challenges
• “New Silk Road” is dead, and “Ring Road” is uncertain; mineral wealth is
no miracle solution to economic challenges. Very little real growth other
than aid and military spending driven – cyclical impact of rainfall.
• Still at war and highly aid dependent.
• Unclear who will plan and manage aid and revenues in government.
• No clear aid structure, revenue flows, outside plans and focus.
• The goal of 50% Afghan control ignores the roll back of aid/NGO
presence; government ability to use and manage is insufficient.

• Failure of UNAMA, uncertain role of World Bank.
• Service sector may leave, export capital, collapse.
• Major barriers to private development.

• At least some risk of major recession and collapse of the market-driven
sector.
Source: CIA World Factbook, https://www.cia.gov/library/publications/the-world-factbook/geos/af.html, April 7, 2014.
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Key Military Challenges
• Responding to the changing threat in a Political-Military War.
• Transitioning from “their way” to “our way:” new chain of command, supply.
and sustainment, role of NCOs, O&M, etc.
• Top Down Leadership: New President, MoI, MoD.
• Evolution of effective overall command structure.
• Funding and management of resource; effective flow of money.

• Redefining force structure and force plans.
• Reshaping C3I/BM, IS&R.
• Role of ANA vs. ANP and ALP, rule of law.
• Promotion, enlistment, pay, medical, food, housing, security, retirement.
• Leave and recovery, AWOL and attrition.
• National, regional, ethnic, and sectarian politicization.
• Training cycle: Shifting from “force generation” to “force effectiveness.”
• Reshaping role of US and other “partners,” advisors, “enablers.”
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The President’s Transition
“Plan” of May 27, 2014
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The Obama Transition “Plan:” May 27, 2014
… Our objectives are clear: Disrupting threats posed by al Qaeda; supporting Afghan security forces;
and giving the Afghan people the opportunity to succeed as they stand on their own.
Here’s how we will pursue those objectives. First, America’s combat mission will be over by the end of
this year. Starting next year, Afghans will be fully responsible for securing their country. American
personnel will be in an advisory role. We will no longer patrol Afghan cities or towns, mountains or
valleys. That is a task for the Afghan people.
Second, I’ve made it clear that we’re open to cooperating with Afghans on two narrow missions after
2014: training Afghan forces and supporting counterterrorism operations against the remnants of al
Qaeda.
Today, I want to be clear about how the United States is prepared to advance those missions. At the
beginning of 2015, we will have approximately 98,000 U.S. -- let me start that over, just because I want
to make sure we don’t get this written wrong. At the beginning of 2015, we will have approximately 9,800
U.S. service members in different parts of the country, together with our NATO allies and other partners.
By the end of 2015, we will have reduced that presence by roughly half, and we will have consolidated
our troops in Kabul and on Bagram Airfield. One year later, by the end of 2016, our military will draw
down to a normal embassy presence in Kabul, with a security assistance component, just as we’ve done
in Iraq.
Now, even as our troops come home, the international community will continue to support Afghans as
they build their country for years to come. But our relationship will not be defined by war -- it will be
shaped by our financial and development assistance, as well as our diplomatic support. Our
commitment to Afghanistan is rooted in the strategic partnership that we agreed to in 2012. And this plan
remains consistent with discussions we’ve had with our NATO allies. Just as our allies have been with
us every step of the way in Afghanistan, we expect that our allies will be with us going forward.
Third, we will only sustain this military presence after 2014 if the Afghan government signs the Bilateral
Security Agreement that our two governments have already negotiated. This Agreement is essential to
give our troops the authorities they need to fulfill their mission, while respecting Afghan sovereignty. The
two final Afghan candidates in the run-off election for President have each indicated that they would sign
Adapted from this
White
House Briefing
Room, May
2014, office.
http://www.whitehouse.gov/the-press-office/2014/05/27/statement-presidentagreement
promptly
after27,
taking
So I’m hopeful that we can get this done.
afghanistan.
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The White House Transition “Fact” Sheet: May 27, 2014
-I
Afghans Taking the Security Lead
At the 2010 NATO Summit in Lisbon, Afghanistan and International Security Assistance Force (ISAF) nations agreed to transfer full
responsibility for Afghanistan’s security to the Afghan National Security Forces (ANSF) by the end of 2014. This transition process has
allowed the international community to responsibly draw down our forces in Afghanistan, while preserving hard-won gains and setting the
stage to achieve our core objectives -– disrupting threats posed by al-Qa’ida; supporting Afghan Security Forces; and giving the Afghan
people the opportunity to succeed as they stand on their own.

At the 2012 NATO Summit in Chicago, Afghanistan and ISAF nations reaffirmed this framework for transition and agreed on a milestone in
mid-2013 when the ISAF mission would begin to shift from combat to support. Last June, the Afghans reached that milestone as the
ANSF assumed the lead for security across the whole of Afghanistan and our coalition forces shifted their focus to the training, advising,
and assisting of Afghan forces.
Today, Afghan forces provide security for their people and plan and lead the fight against the insurgency. The most recent example of this
transition was the effective security provided by the ANSF to enable the April presidential and provincial elections. The ANSF will maintain
its current surge strength of 352,000 to reinforce this progress and provide for a secure environment in Afghanistan.
Commitment to the U.S.-Afghanistan Partnership

In May 2012, the President signed a Strategic Partnership Agreement between the United States and Afghanistan that defined a future in
which Afghans are responsible for the security of their nation. The two countries pledged to build an equal partnership between two
sovereign states premised on mutual respect and shared interests. U.S. commitments to support Afghanistan’s social and economic
development, security, and institutions and to promote regional cooperation are matched by Afghan commitments to strengthen
accountability, transparency, and oversight and to protect the human rights of all Afghans –- men and women. The Strategic Partnership
Agreement includes mutual commitments in the areas of: protecting and promoting shared democratic values; advancing long-term
security; reinforcing regional security and cooperation; social and economic development; and strengthening Afghan institutions and
governance.
The United States continues to support a sovereign, stable, unified, and democratic Afghanistan and will continue our partnership based
on the principles of mutual respect and mutual accountability. We remain fully supportive of our partners in the Afghan security forces, and
we continue to proudly work side-by-side with the many Afghans who work to ensure the stability and prosperity of their fellow citizens.
International Support for Afghanistan
The United States’ support is part of an international effort to assist Afghanistan as it enters the “Transformation Decade” of 2015-2024. At
the 2012 NATO Summit in Chicago, Afghanistan and NATO reaffirmed its commitment to further develop an enduring partnership that
would last beyond the transition of full security responsibility for Afghanistan from ISAF to Afghan forces by the end of 2014. This
commitment is a clear message to the Afghan people that they will not stand alone as they take responsibility for their security. At the
2012 Tokyo Conference, Afghanistan and the international community also committed to support the sustainable growth and development
Adapted
of Afghanistan.
from White
TheHouse
international
Briefingcommunity
Room, Maypledged
27, 2014,
financial
http://www.whitehouse.gov/the-press-office/2014/05/27/fact-sheet-bringing-ussupport, through 2017, at or near levels of the past decade, to respond to
war-afghanistan-responsible-end.
Afghanistan’s projected budget shortfalls.
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The White House Transition “Fact” Sheet: May 27, 2014
- II
Political Transition
As the Afghans took control for their security, they also worked to usher in a historic transfer of power in Afghanistan. We congratulate the
millions of Afghans who voted in the presidential elections in April, and we look forward to the inauguration of their next president later this
summer. The United States affirms its support for a fair, credible, and Afghan-led election process and does not support any candidate in
the elections -- the choice of who leads Afghanistan is for Afghans alone.
The United States also believes that an Afghan-led peace and reconciliation process is the surest way to end violence and ensure lasting
stability for Afghanistan and the region. As the President has said, the United States will support initiatives that bring Afghans together
with other Afghans to discuss the future of their country. The United States and the Afghan government have called upon on the Taliban
to join a political process. We have been clear that the outcomes of any peace and reconciliation process must be for the Taliban and
other armed opposition groups to end violence, break ties with al-Qa’ida, and accept Afghanistan's constitution, including its protections for
the rights of all Afghan citizens, both men and women.
We believe that a stable and prosperous Afghanistan can only be possible in a stable and prosperous region. We endorse Afghanistan’s
vision for building strong, sustainable bilateral and multilateral relationships with its neighbors and regional partners. We encourage
Afghanistan’s further economic integration into the region and support the principles of good-neighborly relations, which include noninterference and respect for sovereignty.
Economic Transition
•

Afghanistan has experienced rapid economic growth and remarkable improvements in key social indicators:

•

Afghanistan’s gross domestic product has grown an average of 9.4 percent per year from 2003 to 2012.

•

In the last decade, life expectancy at birth has increased by 20 years to over 62 years.

•

In 2002, an estimated 900,000 boys were in school and virtually no girls. Now there are 8 million students enrolled in school, more than
a third of whom are girls.

•

In 2002, only 6 percent of Afghans had access to reliable electricity. Today, 28 percent of the population has access to reliable
electricity, including more than 2 million people in Kabul who now benefit from electric power 24 hours a day.

However, challenges remain, and Afghanistan will require continued international assistance to sustain its gains and further meet its
development goals. In January 2013, the President reaffirmed the conclusions of the Tokyo Conference, including that the U.S.
commitment to align 80 percent of our aid with Afghan priorities and channel at least 50 percent of development assistance through the
national budget of the Afghan government as part of the Tokyo Mutual Accountability Framework.

Adapted from White House Briefing Room, May 27, 2014, http://www.whitehouse.gov/the-press-office/2014/05/27/fact-sheet-bringing-uswar-afghanistan-responsible-end.
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Transition Years of 20132014 are Already a Warning

16

Growth Sharply Declined in 2013-2014


World Bank, Afghanistan: Economic Update. The World Bank, 91691, October, 2014, p. 19.
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Sharp Slowdown in Economic Growth in 2013-14,
driven by uncertainty, confidence crisis, and poor rains

World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014, p. 6
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GDP Growth Has Already Presented
Problems


Economic growth fell sharply in 2013 as uncertainty over the political and security transition led to a considerable
slowdown in the nonagricultural sectors. Real (non-opium) GDP growth is estimated to have fallen sharply from 14.4
percent in 2012 to 3.7 percent in 20131. With uncertainty leading to a slump in investor and consumer confidence, growth
weakened significantly across the board in the non-agricultural sectors, including manufacturing, construction and services.
Growth in the services sector, which accounts for about half of GDP, fell from 16 percent in 2012 to 5.3 percent in 2013,
driven by a sharp slowdown in wholesale and retail trade and government services.
Transport and communications, which accounts for half of the services sector, also experienced weaker growth, but fared
somewhat better from the continued repatriation of international forces and increased number of broadband subscribers.
Evidence on roads and building constructed suggests that the construction sector also experienced slower growth in 2013.
Meanwhile, manufacturing growth declined from 7.3 percent in 2012 to 2 percent in 2013, driven in large part by the food and
beverages sector.
Agriculture production was robust in 2013 but did not exceed the record levels of 2012. Total agriculture value added
in 2013 was about flat (declining very slightly by 0.2 percent) from the record levels of 2012. Given favorable weather
conditions, the cereals sector (which accounts for 43 percent of agriculture value added) grew by 2.3 percent in 2013,
reaching the highest level achieved over
the past decade. The fruits sector also grew by 2.3 percent, but livestock and other products declined by 1.7 percent and 4.5
percent respectively. Agriculture accounts for about a quarter of GDP and also has strong links to the rest of the economy, so
that the robust agricultural output in 2013 would normally have buoyed overall GDP growth. However, with total agriculture
World Bank, Afghanistan: Economic Update. The World Bank, 91691, October, 2014, p. 4.
production flat from the bumper level of 2012, it was not sufficient to counterbalance the overall slowdown in GDP growth in
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Massive Trade Gap has Helped Lead to
Serious Cut in Imports in 2013-2014


World Bank, Afghanistan: Economic Update. The World Bank, 91691, October, 2014, p. 9.

20

New Firm Registrations Have Dropped
Sharply


The protracted political uncertainty has taken a further toll on Afghanistan’s economy in 2014. A number
of available short term indicators on new firm registrations, imports, and fiscal and monetary trends indicate that
the economic slowdown deepened during the first half (H1) of 2014.
Private investment across all nonagricultural sectors appears to have dropped considerably in the first half of
2014 due to the increased uncertainty. Initial reports on the agriculture sector point toward another rich harvest in
2014, although overall agricultural production is expected to decline modestly. Economic growth could decline
further to 1.5 percent in 2014.
New investment activity dropped further across the board in the first half of 2014. The number of new firm
registrations had already fallen in 2013 to its lowest level in five years, with a reduction in both local and foreign
new fixed investments (Figure 3). This downtrend worsened during the first half of 2014, when only half as many
new firms were registered compared to the same period of the previous year (Figure 3).
World Bank, Afghanistan: Economic Update. The World Bank, 91691, October, 2014, pp. 2-3.
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Fiscal crisis underway, with declining revenues leading to
an unfinanced fiscal gap, depleted cash, and arrears in 2014

World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014,
p. 7.
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The Growing Fiscal Gap in 2013-2014


World Bank, Afghanistan: Economic Update. The World Bank, 91691, October, 2014, p. 19.
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FY2015 Budget Unrealistically High

World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014,
p. 8 & 10.
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Security Costs May Be Too High

World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014,
p. 12.
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The Challenge of Coping
Without a Credible Plan and
Budget, and Public Support
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The first section in this report focuses on the lack of adequate
leadership planning, budgeting, and public support.
It lists the areas where the US government – as well as the
Afghan government and other powers – have failed to
provide leadership, planning, and transparency, and create
the institutions necessary for success.
It warns that past failures to sustain successful transitions
have been the rule and not the exception.
It shows the need for leadership that can win congressional
and popular US support, and that goes far beyond empty
rhetoric about terrorism. That provides a clear strategic
justification for US action, and provides a credible path
forward
It shows the rate at which US spending has already been cut,
and the lacking of any meaningful budget panning and
details in the President’s FY2015 budget request.
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The BSA is Only One Aspect of Transition
• Leadership and transparency to win public and Congressional
support
• Integrated civil-military plan for post-2014 US presence and aid
• A clear US and allied plan for an on-going advisory presence and
aid funding of ANSF
• A clear US and allied plan for governance and economic
assistance and aid funding.
• A clear plan for setting conditions for Afghan reforms and other
actions
• A plan for US relations with – and aid to – Pakistan and Central Asia
nations, as well as other key transit and neighboring states
• US leadership in creating replacements for ISAF, NTM-A, UNSCOM
• Follow-ons to Tokyo and Chicago conferences
28

Loss of US Public Support - I

Source: Gallup, 2014, http://www.gallup.com/poll/116233/afghanistan.aspx.
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Loss of US Public Support - II

Source: Gallup, 2014, http://www.gallup.com/poll/116233/afghanistan.aspx.
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Loss of US Public Support - III

Source: Pew Research Center, January 30, 2014, http://www.people-press.org/2014/01/30/more-now-see-failure-than-success-iniraq-afghanistan/1-30-2014_05/.
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Overview of Recent US Polls - I
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Overview of Recent US Polls - II
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Overview of Recent US Polls - III
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The Potential
Crisis in Aid
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History is a Warning: Declare Victory and Leave?
Development Assistance Levels Before and After Troop Reductions

Source: USAID, “USAID Afghanistan: Towards an Enduring Partnership,” 28 January 2011.
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Massive Past Impact: $104 billion in US Aid
– Largely Security Aid – as of June 30, 2014
– versus $103.4 B for Entire Marshall Plan
Applying the year-end GDP Price Deflator from the U.S. Commerce
Department’s Bureau of Economic Analysis to the streams of funding
of both the Marshall Plan and Afghan reconstruction yields this
result: “real” or inflation-adjusted Afghan reconstruction
appropriations amount to more than $109 billion, versus an adjusted
total of $103.4 billion for the Marshall Plan. SIGAR’s calculations also
indicate that the real value of Marshall Plan aid to the United
Kingdom—about $24.7 billion in today’s dollars—is less than a
quarter of the funds appropriated through FY 2014 for Afghanistan
reconstruction.
One critical difference should be noted: unlike Afghan reconstruction
funding, the Marshall Plan was not concerned with building and
sustaining host-country armies and national police. But comparing
the real purchasing-power funding of the two assistance programs
does illustrate the scale of the U.S. aid effort in Afghanistan

SIGAR, Quarterly Report to Congress, July 30, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-07-30qr.pdf, pp. 5, 74-75.
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US Aid: DoD vs. USAID and State

SIGAR, Quarterly Report to Congress, October 30, 2014, p. 71.
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Boom and Bust? US Aid: Cumulative and Annual

SIGAR, Quarterly Report to Congress, October 30, 2014, p. 72-73.
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Clear “Bust” in ESF Funding

“Economic
Support Fund
(ESF) programs
advance U.S.
interests by
helping
countries meet
short- and longterm political,
economic, and
security needs.
ESF programs
support counterterrorism; bolster
national
economies; and
assist in the
development of
effective,
accessible,
independent
legal systems
for a more
transparent and
accountable
government.”

SIGAR, Quarterly Report to Congress, October 30, 2014, p. 80.
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US Aid Funding in FY2013-FY2015 Shows Some Stability

SIGAR, Quarterly Report to Congress, October 30, 2014, pp. 69, 73.
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Limited Additional Foreign Economic Aid Funding in 2014: Aid Needs
International Coordination that UNAMA Has Not Provided
Contributions to the
Afghanistan
Reconstruction Trust
Fund
The largest share of
international
contributions to the
Afghan operational and
development budgets
comes through the
ARTF.
From 2002 to
September 22, 2014,
the World Bank
reported that 33 donors
had pledged nearly
$7.92 billion, of which
more than $7.26 billion
had been paid in.

SIGAR, Quarterly Report to Congress, October 30, 2014, pp. 69, 73.

According to the World
Bank, donors had
pledged more than
$1.01 billion to the
ARTF for Afghan fiscal
year 1393, which runs
from December 21,
2013 to December 20,
2014.
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US Aid Still to Be Disbursed: October 21, 2014

As of September, 30, 2014, approximately $14.5 billion of appropriated
funds remained for possible disbursement. These funds will be used to
complete on-going, large-scale infrastructure projects, such as those funded
by the AIF and ESF; train, equip, and sustain the ANSF; combat narcotics
production and trafficking; and advance the rule of law, strengthen the justice
sector, and promote human rights.
Approximately 40% of the funding in the pipeline has yet to be obligated. About
$8.7 billion of the $14.5 billion remaining has been obligated.
The President’s FY 2015 budget request, if appropriated, would add another
$5.8 billion for the seven major reconstruction funds. Amounts requested for
four of these funds—ASFF, DOD CN, ESF, and INCLE— account for over 99% of
the FY 2015 request. Only $20 million was requested for CERP and TFBSO
combined. No additional funding was requested for the AIF.
SIGAR, Quarterly Report to Congress, October, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-07-30qr.pdf, pp.
68-69.
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US Development Investment as of 9/30/2014

SIGAR, Quarterly Report to Congress, October 30, 2014,, pp. 151,174.
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State FY2015 Budget Request
Down to $2.1 Billion
with no Clear Plan for Transition
• $2.6 billion of the State Department FY2015 budget request is
allocated to Afghanistan under conditions where State cautions that
“the Administration has not yet determined the size and scope of
any post-2014 US presence.”
• State indicates that the United States will sustain “our diplomatic
platform and security operations in Kabul, Mazar-e-Sharif, and
Herat, while assuming selective reductions in personnel in
preparation for transition.”
• The budget prioritizes technical assistance and channels more aid
through Afghan institutions, while holding the Government of
Afghanistan accountable for undertaking concrete reforms and
improving efficiency and sustainability.
• FY2015 funds will sustain gains in health and education, economic
self-sufficiency through improved agricultural production, good
governance, rule of law, and women’s rights as laid out in the
strategic Partnership agreement.
Source: Congressional Budget Justification, Department of State, Foreign Operations, and Related Programs, FY2015, p. 3.
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President Makes OCO Budget Recommendation for State
and DoD on June 27, 2014 - II

Source: http://www.whitehouse.gov/sites/default/files/omb/assets/budget_amendments/final_fy_2015_oco_amendment_-_062414.pdf
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USAID Subobligated and
Disbursed as of 6/30/2014

SIGAR, Quarterly Report to Congress, July 30, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-07-30qr.pdf, p. 162.
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Erratic History and Major Cuts in ASFF Funding
“Afghanistan Security Forces
Fund (ASFF) provides the ANSF
with equipment, supplies,
services, training, and funding,
as well as facility and
infrastructure repair, renovation,
and construction.
The primary organization
responsible for building the
ANSF is the North Atlantic
Treaty Organization Training
Mission-Afghanistan/Combined
Security Transition CommandAfghanistan. A financial and
activity plan must be approved
by the Afghanistan Resources
Oversight Council (AROC)before
ASFF funds may be obligated.
The Consolidated Appropriations
Act, 2014, appropriated nearly
$4.73 billion for the ASFF for FY
2014, increasing total cumulative
funding to nearly $57.33 billion.
As of September 30, 2014,
more than $51.77 billion of total
ASFF funding had been
obligated, of which nearly
$48.94 billion had been
disbursed.

SIGAR, Quarterly Report to Congress, October 30, 2014, p. 80.

DOD reported that cumulative
obligations increased by more
than$1.74 billion over the
quarter, and cumulative
disbursements increased by
nearly $712.11 million.
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ASFF Disbursements for the
ANA & ANP by Category

Source: Special Inspector general for Afghan Reconstruction, Quarterly Report, March 31, 2014, p.
75.
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DoD Placeholder OCO Budget in Original
FY 2015 Budget Request
$75B in FY2015 to
$30B in FY2016

Source: FY2015 Budget Request, OFFICE OF THE UNDER SECRETARY OF DEFENSE (COMPTROLLER) / CFO March 2014, p. 2.
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President Makes OCO Budget Recommendation for State
and DoD on June 27, 2014 - I
Reduces Totals with No Break Out for Afghanistan: $58.6 billion for DOD OCO activities,
which is $20.9 billion less than the $79.4 billion placeholder for DOD OCO in the FY 2015
Budget. It would also provide $1.4 billion for State/OIP OCO activities, which is in
addition to the $5.9 billion for State/OIP included in the FY 2015 Budget. Overall, these
amendments would decrease the total OCO funding requested for FY 2015 by $19.5
billion.

Source: http://www.whitehouse.gov/sites/default/files/omb/assets/budget_amendments/final_fy_2015_oco_amendment_-_062414.pdf
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President Makes OCO Budget Recommendation
for State and DoD on June 27, 2014 - I
Reduces Totals with No Break Out for Afghanistan: $58.6 billion for DOD OCO activities,
which is $20.9 billion less than the $79.4 billion placeholder for DOD OCO in the FY 2015
Budget. It would also provide $1.4 billion for State/OIP OCO activities, which is in
addition to the $5.9 billion for State/OIP included in the FY 2015 Budget. Overall, these
amendments would decrease the total OCO funding requested for FY 2015 by $19.5
billion.

Source: http://www.whitehouse.gov/sites/default/files/omb/assets/budget_amendments/final_fy_2015_oco_amendment_-_062414.pdf
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Progress in Some Areas of
Human Development, But
Progress is Often
Exaggerated and Lags
Other Poorest Countries in
the Region
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The Uncertain State of Progress
• UN Human development data reflect progress, but also
serious limits to that progress, and input data are very
uncertain.
• World Bank estimates poverty increasing.
• Far too much US, NGO, and other reporting accepts “best
case” estimates and polls without validating data or
methodology.
• Progress in life expectancy, education, medical services
raises massive questions about quality of data.
• Critical near term challenges in revenues, job creation,
electric power, agriculture, and roads.
• No major near-term development options before 2020.
• More than a decade of war has gone on with no meaningful
estimates of the effectiveness of aid and only suspect
accounting.
• Military and aid spending has often been driving factors in
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The Human Development Challenge

Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan Pathways to inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full Report,
March 2014, SASEP, SOUTH ASIA p. 92
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Exaggerated and Un-validated State Department
and USAID Claims of Success –I
Afghanistan has made real progress in many areas, although more as a result of improved security and
massive in-country spending and subsides to its budget than through development or successful aid.
Dealing with Transition requires realism as to Afghanistan’s real situation and needs. After more than a
decade of war in Afghanistan and Iraq, the State Department and USAID has never developed credible
measures of the effectiveness of aid, or of how much spending actually reaches Afghanistan and the needed
aid effort.
Claims are made without any public explanation or transparency as to the uncertainties in the data and
controversies over the claims being made. Best case data for trends in Afghanistan are taken out of context,
and credit is taken for developments unrelated to aid or only affected by it to a limited degree. World Bank
economic update reports in 2011 ands 2012 that state aid has has only a marginal impact on most Afghans
and the Afghan economy are ignored. The impact of civil efforts on an ongoing war and any assessment of
needs and priorities of Transition is ignored.
Key issues in developing honest estimates of progress and the ability to sustain it include:
• Economic growth and increases in GDP/GNI per capita; Five-Fold Increase in Per Capita GDP : Claims
take credit for the impact of favorable rains which are a driving force in the Afghan GDP and stopped in
2012. GDP per capita data ignore gross uncertainties in population estimates and PPP estimates of tends
in economy. No assessment of impact of narcotics share of economy, macro–economic impact of
corruption and capital outflows.
• Agriculture: Extremely high impact assessments for programs limited in scope, implied gains in output
that are largely a matter of favorable rains. No estimate of uncertainty in the data
• Education: Uncertainties in population, existence of ghost or ineffective schools and teachers, quality of
Afghani government reporting, tendency to exaggerate time and years of schooling, uncertain reporting
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on education by sex.

Exaggerated and Un-validated State
Department and USAID Claims of Success –II
• Democracy and governance: Estimates only cover output of aid programs. Have stopped reporting on effectiveness
of governance by by district. Ignore ISAF and NGO estimates of scale of corruption. Do not explicitly assess
shortfalls in government personnel in the field and its impact. Ignore far more negative World Bank assessments.
• Infrastructure: Take credit for construction, but do not address corruption, effectiveness, or sustainability –
already a critical problem with roads.
• Stabilization: Ignore UNAMA assessments of trends in civilian killed and wounded, do not map areas of relative
success.
• Dramatic Growth in Afghan Government Revenue Collection: some reporting ignores recent negative trends,
serious shortfalls in projections. Failure to assess corruption and government’s ability use revenues effectively. No
public assessment of current and projected gaps between revenues and needed post-Transition expenditures.
• Exceptional Advances for Women: Real gains and their sustainability are overstated. No mapping of critical
problem areas, and areas where legal protection does not exist in real world. Failure to note regressive aspect of
Afghan law.
• New Silk Road, Promoting Regional Connections: Exaggeration of current and future economic impact, problems in
sustaining current roads, political and security problems with Pakistan.

• Electric power: Generation capacity is tied estimates of consumers where credibility of data are unclear. Failure to
create real world prices and sustainable problems is understated.
• Medical services and life expectancy: Use of controversial best case data. No attempt to resolve widely differing
estimates of life expectancy.
Most attempts at overviews are now dated, but for examples, see USAID in Afghanistan: Partnership, Progress, and Perseverance,
http://www.usaid.gov/afghanistan/news-information/press-releases/usaid-afghanistan-partnership-progress-perseverance; USAID: Top Ten Achievements in
Afghanistan, http://www.usaid.gov/sites/default/files/documents/1871/Top%2010%20Accomplishments.pdf ; US Embassy, Kabul, USAID’s Major accomplishments
Since 2001, http://kabul.usembassy.gov/usaidd50.html.
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If You Don’t Have Real Education
Numbers, Fake a High Estimate
SIGAR July 2014 Report to Congress (That ignores major uncertainties in population
data, “ghost” schools, teachers, and corruption.)
The number of students attending school in Afghanistan is often cited as evidence of Afghanistan’s progress in education.
For example, in a
Washington Post op-ed published on May 30, 2014, Dr. Rajiv Shah, the Administrator of USAID wrote, “Education is another
bright spot [in Afghanistan.] Three million girls and 5 million boys are enrolled in school.” However, the reliability of EMIS—
the only database at the MOE tracking education metrics—cannot be confirmed. Data is not available on time, and indicators
such as net enrollment ratios, repetition rate, and dropout rate are unavailable. Insecurity limits visits to schools. In the most
recent EMIS Statistical Analytical
Report from FY 1390, the MOE admitted that only 1,000 schools (7% of all general education schools) were visited for data
verification in FY 1390.
Additionally, schools may be tempted to inflate their attendance figures because access to funding (such as EQUIP II School
Grants) can be linked to enrollment levels. This quarter, SIGAR learned that USAID’s definitions of enrollment used in EMIS
last quarter were double counting the number of students enrolled in Afghanistan. The previous definition of total
enrollment added three figures: enrolled, present, and absent students. However, as USAID clarified this quarter, the number
of enrolled students is actually the sum of
present and absent students. Thus, the total enrollment figures reported last quarter counted each student twice.
…SIGAR is concerned about the accuracy of the data provided on Afghanistan’s educational system.
According to the most recent data available from the Ministry of Education’s (MOE) Education Management Information
System (EMIS), Afghanistan had a total of 14,166 primary, lower-secondary, and upper-secondary schools in FY 1391 (March
21, 2012–December 20, 2012).

This quarter, USAID provided two inconsistent sets of MOE data for the number of students enrolled in 1391. Data generated
from EMIS shows approximately 7.62 million students were enrolled in primary, lower-secondary, and upper-secondary
schools in FY 1391. Of the enrolled students, 6.26 million were categorized as present, while 1.36 million students were
considered absent.
Another unspecified MOE source showed higher enrollment numbers—7.78 million students (an additional 160,000 students
over EMIS data) enrolled in primary, lower-secondary, and upper secondary schools in FY 1391, with 6.86 million students
present and approximately 922,000 students absent.
USAID also provided a third MOE source containing Afghanistan’s total enrollment in general education for FY 1392—8.2
million students enrolled. This number was not broken down into the numbers of students present and absent. The number
of days of attendance required for a student to be counted as “present” for the entire year was not known as this report
to press.
SIGAR, went
Quarterly
Report to Congress, July 30, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-07-30qr.pdf, pp. 180-181
According to USAID, the MOE includes absent students in the enrollment total until three years have elapsed, because
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If You Don’t Have Real Mortality
Numbers, Use a High Estimate
USAID’s Afghanistan Mortality Survey (AMS) results are frequently used as evidence that U.S.
intervention efforts have contributed to remarkable improvements in Afghanistan’s health system.
In a Washington Post op-ed published on May 30, 2014, Dr. Rajiv Shah, the Administrator of USAID,
cited Afghanistan’s “largest increase in life expectancy” to highlight Afghanistan’s progress in health.
However, there is an enormous gap between USAID estimates and the estimates of other
institutions…. Most institutions estimate a two- to five-year increase in life expectancy over six years,
while the mortality survey finds a 20-year increase for the same time period. Reasons why USAID’s
estimates differ from those of other institutions could include factors such as AMS inability to survey
completely in insecure southern provinces, and Afghan cultural reluctance to speak about female and
infant mortality with strangers

SIGAR, Quarterly Report to Congress, July 30, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-07-30qr.pdf, pp. 183-184
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World Bank Warnings As Early as November 2011 - I
The extremely high level of current annual aid (estimated at $15.7 billion in 2010) is roughly the same dollar amount as Afghanistan’s
GDP and cannot be sustained. Aid has funded the delivery of essential services including education and health, infrastructure investments,
and government administration. There have been substantial improvements in the lives of Afghans over the last 10 years as a result of this
effort. But these inflows, most outside the Afghan budget, have been so high that inevitable waste and corruption, aid dependency and use of
parallel systems to circumvent limited Government absorptive capacity have impeded aid delivery and the building of a more effective Afghan
state.
The level of public spending -- both on and off budget -- that has been financed by such high aid flows will be fiscally unsustainable
for Afghanistan once donor funds decline. Lesser amounts, matched by more effective aid delivery could, in the end, lead to some more
positive outcomes. The key issue is how to manage this change and mitigate the adverse impacts, and put aid and spending on a more
sustainable path for the longer-term. International experience and Afghanistan’s history after the Soviet military withdrawal in 1989 demonstrate
that violent fluctuations in aid, especially abrupt aid cutoffs, are extremely damaging and destabilizing.
Large financial inflows outside the Afghan budget and fragmented aid in a situation of weak governance have been major sources of
rents, patronage, and political power. This has inadvertently exacerbated grievances and conflicts as the relative strength of elite groups in
Afghan society shifted. As aid declines, reliance on the opium economy and other illicit activities could increase. Ensuring that increasingly
constrained public funds are well used reinforces the need to maintain and improve upon the significant progress made by the Finance Ministry
in establishing public financial management systems and a robust Afghan budget process.
The impact of declining aid on economic growth may be less than expected. Why? Because most international spending “on” Afghanistan
is not spent “in” Afghanistan, and much of what is spent in Afghanistan leaves the economy through imports, expatriated profits and outward
remittances. Nevertheless, projections suggest that, under even favorable assumptions, real GDP growth may fall from 9% a year over the past
decade to 5-6% during 2011–18. Given Afghanistan’s annual population growth of 2.8%, this would mean only limited improvement in average
per capita income, continuing high rates of underemployment and little progress in reducing poverty. Only growth at the very maximum of the
range of plausible scenarios would enable Afghanistan to achieve meaningful reductions in poverty and higher average per capita incomes. For
example, with real GDP growth of 6% a year, average per capita income – currently one of the world’s lowest at $528 dollars – would take 22
years or about a generation to double.

Economic growth is much slower under less favorable scenarios. The growth projections are based on a set of assumptions (scenarios)
related mainly to security, sources of growth, aid levels, and changes in investment climate. If the assumptions in the less favorable scenarios
come to pass —for example, if agriculture performance is poor, if major mining investments (Aynak for copper and Hajigak for iron ore) do not
materialize, or if aid declines precipitously over the period – then growth could drop to 3-4%. Deteriorating security and governance would lead
to further economic decline. The underdeveloped financial sector and low rates of financial intermediation leave little scope for helping Afghan
businesses adjust to slowing growth. Conversely, the decline could be partly mitigated by reducing aid in a gradual, planned manner and by
increasing the amount of aid that is actually spent within Afghanistan that would result if more aid channeled through the Afghan budget.
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World Bank Warnings As Early as November
2011 - II
Underemployment will increase because the activities affected by declining financial inflows (services, construction) are
relatively labor-intensive. Unemployment and especially underemployment in Afghanistan—respectively estimated at 8% and 48%—are
already high, even with today’s rapid economic growth. Roughly 6–10% of the working population has benefited from aid-financed job
opportunities, most of these in short-term employment. Declining aid, therefore, can be expected to exacerbate underemployment levels
(with fewer casual labor opportunities and lower pay for skilled employees).
The impact of the decline will affect some groups more than others. Aid has not been evenly spread across the country. Because of
the choices made by donors, and the predominant role of stabilization and military spending, the conflict-affected provinces have had
significantly higher per capita aid than the more peaceful (and often poorer) provinces. As a result, the slowdown in aid will be felt more
acutely in the conflict-affected areas and in urban centers. If aid declines gradually so that it can be partly offset by growth of the security,
mining, and civilian public sectors, the impact could be softened and spread over time. This would allow labor markets more time to adjust.
The direct poverty impact of declining international spending might be limited if aid becomes more equally distributed across
provinces and the composition shifts toward development programs rather than short-run stabilization activities. Aid
disproportionately devoted to the more conflict-affected provinces has had only a modest impact on poverty. Households in the conflictaffected provinces were less poor on average to begin with, so this concentration of aid inadvertently increased inequality amongst
provinces and between groups. National programs delivered through the Government, such as NSP [National Solidarity Program], have
benefitted Afghans more equitably.
The worst impact of transition will be on the fiscal situation with a projected financing gap of 25% of GDP by 2021/22. Even
assuming ambitious targets for robust growth in domestic revenue are met (with a projected rise from 10% of GDP to more than 17% of
GDP a decade from now), there will be an unmanageable fiscal gap. This gap arises primarily as a result of operations and maintenance
(O&M) spending and the wage bill for security that together will be 17.5% of GDP by 2021. The civilian wage bill will increase to 9%, the
non-security operation and maintenance (O&M) expenditure to 4%, other operating spending to 2.5%, and the core development budget to
10% of GDP.

Source: World Bank, Transition in Afghanistan: Looking Beyond 2014, Executive Summary, November 2011, pp. 1-2.
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UN Afghan Human Development Indicator
Ranking
(169th in the World in 2014)

http://hdr.undp.org/en/countries/profiles/AFG
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Key Afghan UN Human Development Indicators

http://hdr.undp.org/en/countries/profiles/AFG
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UN Human Development Progress by Category:
1980-2012

http://hdr.undp.org/sites/default/files/Country-Profiles/AFG.pdf
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Afghanistan: World Bank Estimates of Governance,
Violence, and Stability Approach the World’s Worst
Rankings

The inner, thicker blue line shows the selected country's percentile rank on each of the six aggregate governance indicators.
The outer, thinner red lines show the indicate margins of error.
Source: Kaufmann D., A. Kraay, and M. Mastruzzi (2010), The Worldwide Governance Indicators: Methodology and Analytical Issues
The Worldwide Governance Indicators are available at: www.govindicators.org
Note: The Worldwide Governance Indicators (WGI) are a research dataset summarizing the views on the quality of governance provided by a large number of
enterprise, citizen and expert survey respondents in industrial and developing countries. These data are gathered from a number of survey institutes, think tanks,
non-governmental organizations, international organizations, and private sector firms.
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Still Very Low Education Levels Compared to Other
Countries
Decades of conflict have had a longlasting impact on the human capital
stock of the country.
Despite significant improvements in
school enrollment rates and
education achievement in younger
(urban) cohorts, the education gap
remains substantial by international
standards, also taking into account
country’s level of development.

In each sector of the economy, the
education level of the Afghan labor
force is the lowest among South Asia
countries.
Particularly challenging are education
gaps in sectors crucial for future
economic growth and development
such as agriculture, mining,
construction, commerce and
manufacturing.
Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin,
Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan - Pathways to inclusive growth. Washington,
DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth,
Full Report, March 2014, SASEP, SOUTH ASIA 43- 44.
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Afghan Perceptions of Key Challenges
Percentage of adult population considering selected issues to be
the most important for their country, Afghanistan (2009 and 2012)
Since 2009 Afghanistan has made some
tangible progress in reducing the level of
corruption in the public sector.
While 59 per cent of the adult population
had to pay at least one bribe to a public
official in 2009, 50 per cent had to do so
in 2012, and whereas 52 per cent of the
population paid a bribe to a police officer
in 2009, 42 per cent did so in 2012.
However, worrying trends have al so
emerged in the past three years: the
frequency of bribery has increased from
4.7 bribes to 5.6 bribes per bribe-payer
and the average cost of a bribe has risen
from US$ 158 to US$ 214, a 29 per cent
increase in real terms.
Education has emerged as one of the
sectors most vulnerable to corruption,
with the percentage of those paying a
bribe to a teacher jumping from 16 per
cent in 2009 to 51 per cent in 2012.
In general, there has been no major
change in the level of corruption
observed in the judiciary, customs
service and local authorities, which
remained high in 2012, as in 2009.
CORRUPTION IN AFGHANISTAN: December 2012, Recent patterns
http://www.unodc.org/documents/frontpageCorruption_in_Afghanistan_FINAL.pdf
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UN Human Development Progress Lags by
Comparison
With Other Poor States: 1980-2012
(175th out of 187 Rated Countries)

http://hdr.undp.org/sites/default/files/Country-Profiles/AFG.pdf, may 5, 2014

68

The Challenge of the
Quality of Governance
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The third section of this report focuses on the critical challenges in governance
that will follow even the most successful outcome of the election in producing a
clear result, popular acceptance, and support by Afghanistan’s key power brokers
and factions.
The post election period will be a race to establish a new pattern of effective governance, and
deal with critical challenges in governance at every level, planning, budget execution, and
dealing with the economy in addition to security.
US reporting on progress in governance and the economy has never had real credibility. As the
previous budget summary shows, there is no evidence of a credible US government economic
risk assessment, aid plan, effort to advance the reform goals set at the Tokyo governance, or
deal with the problems of a system where the president controls most appointments and funds
down to the District level.
Afghanistan is one of the most corrupt and incompetent governments in the world.
It must now adjust to radical cuts in the outside spending that supported its budget and the
market and urban sector portions of its economy.
– problems disguised by a lack of meaningful current reporting, and dishonest modeling that
ignore the impact of corruption, real-world narcotics economics, and capital flight.

Revenues may be partially protected by the carry over in aid funds, but past projections seem
exaggerated, to ignore corruption and waste, sometimes be based on unrealistic forecasts of
development.
The ability of government’s to spend money has never been a measure of effectiveness in
showing what that spending accomplishes, but Afghanistan lags badly even in the ability to
spend at a time many NGOs are leaving, PRTs will be gone, and it is supposed to manage a far
larger share of aid funds.
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Again, a Long List of Key Uncertainties
• When will a new President take office?
• Can the new President win popular support… and lead?

• How long will it take to form a functional government at all
levels – national, provincial, district?
• How will the mix of power brokers change?
• What security challenges will emerge and when? How will the
MoD and MoI function and respond?
• Who will take charge of budgeting, economic planning, and use
of international aid?
• What will be mix of corruption versus relative honesty?
• What will be the mix of capabilities – e.g., war-fighting versus
security? How will Afghan leaders reshape the rule of law?
• How will layered defense actually interact with governance?
• Accommodation? Search for peace?
• Role of neighboring powers?
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World Bank Worldwide Governance Indicators:
Approaching the World’s Worst

12/17/2014 info.worldbank.org/governance/wgi/index.aspx#countryReports.
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World Bank Rankings of Governance
Shows Very Uncertain Trends

Government Effectiveness

Voice and
Accountability

http://knoema.com/WBWGI2013/worldwide-governance-indicators-2013?action=download, April 7, 2014
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IMF Estimate of Governance Problems

Sources: World Bank Doing Business Report
(2014); World Bank Worldwide Governance
Indicators; World Bank Business Environment
and Enterprise Performance Survey; and IMF staff
calculations.
1/ Low income countries;
2/ Middle East, North Africa, and Pakistan;
3/ Emerging market economies;
4/ Worldwide Governance Indicators include
government effectiveness, regulatory quality,
rule of law, and control of corruption; trend line is
based on cross-country regression.

Source: ISLAMIC REPUBLIC OF AFGHANISTAN. 2014 ARTICLE IV CONSULTATION—STAFF REPORT; PRESS
RELEASE; AND STATEMENT BY THE EXECUTIVE DIRECTORFOR THE ISLAMIC REPUBLIC OF AFGHANISTAN,
http://www.imf.org/external/pubs/ft/scr/2014/cr14128.pdf, p. 14.
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Poor Governance Compared to South Asia Average

Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan Pathways to inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full
Report, March 2014, SASEP, SOUTH ASIA p. 64. 5
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Declining Quality of Governance in Critical Areas:
2007-2012
the governance situation appears to have
regressed in important areas…While ratings
improved for government effectiveness, voice and
accountability, and regulatory quality due to the
government’s laudable progress with PFM reforms,
investment climate improvements and government
transparency initiatives, control of corruption, rule of
law and political stability have fallen back to lower
levels.
For a country with such a low starting point as
Afghanistan, it can be expected to experience slippage
in governance achievements over time. However,
there is an urgent need associated with Afghanistan’s
governance situation: not only is better governance
necessary to reduce violence and conflict in the
country, but better governance will be absolutely
critical for securing the country’s financing needs.
Afghanistan will remain aid-dependent for years to
come, and although donors have committed sufficient
funds to sustain development throughout 2016, the
flow of funds is by no means guaranteed. It is, rather,
subject to – among other conditions – improvements in
governance. Accelerating governance reforms,
therefore, is not just a development option for
Afghanistan, but is essential for the country to survive.
Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan
- Pathways to inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full
Report, March 2014, SASEP, SOUTH ASIA p. 64. 5
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SIGAR Estimate of Shortfall in Governance in the Field

The data is for 14 of Afghanistan’s 34 provinces (Daykundi, Farah, Ghazni, Helmand, Kandahar, Khowst, Logar, Wardak, Nimroz,
Nuristan, Uruzgan, Paktiya, Paktika, and Zabul). Kabul was not included because several of the cells show zero for number of
employed civil servants. The amounts for the Independent Directorate of Local Governance include personnel who work for
provincial municipalities.
DOD’s latest district assessment report, completed in February 2014, found that …of the 47districts where the Coalition provided
oversight and support to VSO, 53% had “adequate” or “effective” governance. The remaining 47% had “poor” or “ineffective”
governance. All districts in the report showed the same status for governance over the past year, except for one that improved from
“adequate” to “effective.”… At the same time, DOD noted that it found much of the quarterly VSO survey data to be untrustworthy
because of fraudulent or fabricated data
Source: USAID, ODG, response to SIGAR data call, 3/31/2014.
SIGAR, Quarterly Report to Congress, April 2014, p. 133
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The Financing of
Governance Challenge
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Budget Execution Has Been a Major Problem
• Operating expenditures:
• Increased during the first six months of 2013, as more
spending moved on-budget. Yet execution rates remain low,
particularly for the development budget.
• Increased to Afs 82.1 billion in the first six months in 2013,
compared to Afs 75.4 billion over the same period in 2012.
• Development expenditures declined to Afs 23.7 billion in the first
half of 2013, compared to Afs 27 billion in the first half of 2012.
• Low budget execution continues to be a problem in Afghanistan,
particularly affecting development expenditures in 2013.
• Budget execution was only 36.4% of the operating budget and 17%
of the development budget in the first half of 2013, compared to
50% and 24%, respectively, in the first half of 2012 .
• Among ministries with development budgets of more than $50
million, only three (ministries of health, finance, and rural
development) have executed more than 20% through the first half
of 2013.
Source: World Bank, Afghanistan Economic Update, October 2013, pp. 9-10
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A Budget and Economy Driven by
Aid, Military Spending, and Narcotics
Outside Aid Spending
Drives GDP After
2003/2004
Does not
Include incountry USISAF
military
spending

Only 10% of Afghan
Budget is Self-Funded
• 64% is US
aid
• 26% is
from other
donors
• 10% is
Afghan
funded

Sources: World Bank, Afghanistan in Transition: Looking Beyond 2014. Volume 2: Main Report, May 2012, p. 23;
and GAO, Afghanistan, Key Oversight Issues, GAO-13-218SP, February 2013, p. 26.
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US Aid to Afghan Budget: FY2002- FY2015
As of September 30, 2014, approximately $104.1 billion had been
appropriated for Afghanistan relief and reconstruction since
2002, and approximately $14.5 billion remained in the funding
pipeline for potential Disbursement.
On September 19, 2014, President Obama signed the Continuing
Appropriations Resolution, 2015, funding the government
through December 11, 2014, at the FY 2014 enacted levels.
While Afghanistan reconstruction funding levels for FY 2015
cannot be determined until a full-year appropriations bill is
passed, the FY 2015 budget request would add another $5.8
billion to six of the seven major reconstruction funds if enacted.
DOD is not requesting additional funding for the Afghanistan
Infrastructure Fund (AIF) for FY 2015.
The United States provides on-budget assistance to Afghanistan
through direct payments to Afghan government entities and
through contributions to multinational trust funds.
Since 2002, the United States has provided more than $7.7 billion
in on-budget assistance.
This includes about $4.1 billion to Afghan government ministries
and institutions, and nearly $3.6 billion to three multinational
trust funds—the World Bank’s Afghanistan Reconstruction Trust
Fund (ARTF), the United Nations Development Programme’s Law
and Order Trust Fund for Afghanistan (LOTFA), and the Asian
Development Bank’s Afghanistan Infrastructure Trust Fund
(AITF). s

SIGAR, Quarterly Report to Congress, October 30, 2014,, pp. 69-70.

81

World Bank Estimate of Growing Financing Gap
Core Government Expenditures as % of GDP

Financing Gap in domestic Revenues as % of GDP

Transition Financing Critically Dependent on No Increase in Security Costs

World Bank Afghan Recent Economic Developments, April 2014, http://www-wds.worldbank.org/external/default
WDSContentServer/WDSP/IB/2014/04/23/000456286_20140423092911/Rendered/PDF875740WP0Afgha00Box382171B00PUBLIC0.
pdf
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SIGAR Estimate of Growing Financing Gap for Operations
Revenue collection continues to decline against
budget projections. In the first seven months of
FY 1393, total domestic revenues—tax and nontax revenues, and customs duties—missed MOF
targets by $274 million (-22%) so far, and
decreased by approximately $39.46 million from
the same period in FY 1392 (-3.8%).
The World Bank estimated a budgetary shortfall
of around $500 million in FY 1393 (December 21,
2013–December 20, 2014), and reported that
Afghanistan is headed for a fiscal crisis.
Government cash balances arelow and it is
behind in operations and maintenance as well as
discretionary development spending.
Afghanistan is suffering from acute budgetary
shortfalls in FY 1393, threatening to affect
payments of civil servant salaries, pensions, and
operating and development spending.
However, should revised government revenue
targets not be reached and donor grants not
paid, the World Bank warns that the fiscal gap
will grow. Afghan officials have largely attributed
this gap to donor failure to release on-budget
development aid, and the protracted presidential
election that depressed consumer spending and
led to an overall decline in imports—major
sources of government tax and customs
revenue.

SIGAR, Quarterly Report to Congress, October 30, 2014, pp. 164-166

State said continuing drawdown of international
forces, whose presence traditionally helped
bolster imports, is compounding Afghanistan’s
revenue shortfalls. The fiscal gap—currently
filled by donors—is large and growing
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World Bank: Fiscal Challenges to Transition
Afghanistan’s aid dependence is predominantly a fiscal issue. While most civilian and military aid has
been delivered in the form of development projects outside of the government’s budget system, onbudget aid is an important financing source. While domestic revenues increased to an impressive 11.4
percent of GDP in 2011, Afghanistan can today only finance about 40 percent of its total expenditures
on its own.

Moreover, expenditures are expected to increase, as the government will assume more financial
responsibilities over the military apparatus and the operation and maintenance of public assets which
were built outside of the budget and have not yet been factored into the budget. Finally, Afghanistan
will need to continue to invest in expanding public service delivery and physical infrastructure in order
to safeguards the gains of the reconstruction process and further support the growth process. Public
investment will continue to play a dominant role in Afghanistan’s economy, at least until the security
situation and the investment climate improves.
Current projections see a financing gap of 20 percent of GDP in 2025, on the assumption that the
government manages to increase domestic revenue to 17 percent. This renders government operations
unsustainable without additional external financing. Continued, strong donor engagement in
Afghanistan will therefore be of paramount importance to Afghanistan’s future development, if not its
survival as a state.
Macroeconomic stability has relied heavily on large aid flows. Afghanistan’s export base is currently
very small and the country receives little foreign direct investment. At the same time, the country is
highly dependent on food and oil imports. Consequently, the balance of payment showed a persistently
high deficit in the current accounts. So far, the high level of aid have helped to keep the overall balance
of payments in surplus and even contributed to a sizable accumulation of international reserves over
the years. However, with aid declining, an alternative source of financing will be required to balance
payments for imports.
The implications of the transition process, therefore, give urgency to Afghanistan’s need for a growth
model that provides not only high numbers of jobs but also high levels of fiscal income and foreign
exchange earnings to finance Afghanistan’s development process. aged in wage-earning employment.
At the same time, the fertility rate is very high, at 5.1 percent in 2011/12. Increasing the share of female
Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan Pathways to inclusive
Washington,
DC : World Bank
No: ACS8228,
Islamic State
of Afghanistan,
to Inclusive Growth,
Full Report,
labor growth.
market
participation
willGroup,
key Report
to reducing
fertility
and
reducingPathways
demographic
pressures
in the
March 2014, SASEP, SOUTH ASIA http://documents.worldbank.org/curated/en/2014/03/19694131/afghanistan-pathways-inclusive-growth-vol-2-2, p. 7..
future.
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Massive Near-Term (Transition) Financing Gaps)

Much of civilian and military aid has been delivered outside of the budget through external, budget contributions. Of the US$15.7 billion in aid to
Afghanistan in 2010/11, only a small portion, roughly 11 percent, was delivered on-budget. Nevertheless, on-budget aid is an important financing
source. While domestic revenues significantly increased between from 3 percent in 2002 to 11.4 percent in 2012, they have been insufficient to
sustain the government’s operation and investment. In 2012, domestic revenues only financed 40 percent of total expenditures; the remainder was
financed by foreign grants. The fiscal sustainability ratio, which measures domestic revenue over operating expenditures, was only 60 percent in
2012, which means that Afghanistan can currently not even fully meet the recurrent costs of its public service provision. This renders the operations of
the government unsustainable without additional external financing.
The analysis projects revenues to reach more than 17 percent of GDP by 2025 (from current levels of 11 percent), assuming good performance in
revenue collection and continued development of extractive Industries. However, on-budget expenditures are expected to grow much faster, largely as
a result of rising security spending for both operations and maintenance (O&M) and wages for the army and police, which were historically funded by
donors outside of the budget…. But it will also be driven by non-security spending, which will increase due to additional O&M liabilities associated with
the handover of donor-built assets and with a rising government payroll as civil service reforms unfold.
Security spending is projected to be more than 15.2 percent of GDP in 2021 (about as much as total projected domestic revenue in that year), the
civilian wage bill 4.8 percent, and the civilian nonwage O&M bill 7.2 percent. Depending on how many of the O&M liabilities the government takes on,
total government spending could assume between 38 percent and 54 percent of GDP by 2025. This would result in a total financing gap of 20 percent
of GDP in 2025, and even higher levels in the intermediate years
Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan - Pathways to
inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full Report, March 2014, SASEP,
SOUTH ASIA 53-54.

86

IMF Estimate of Continued Massive Dependence on
Outside Aid Through 2028

Afghanistan needs to move toward fiscal sustainability to reduce its dependence on donor
support. This will entail revenue mobilization, and better expenditure management including better
prioritization and service delivery to assure security and development. Domestic revenues have
stagnated due to the economic slowdown, faltering efforts, and leakages, and are expected to rise only
slowly, while operating budget expenditures, which were at 15 percent of GDP in 2010 are projected to
increase to over 29 percent of GDP by 2018 as part of the security transition. The combination of
these factors generates large fiscal vulnerabilities.
Afghanistan has one of the lowest domestic revenue collections in the world, with an average of about
9 percent of GDP in 2006–13 compared to about 21 percent in low-income countries. Factors behind
this poor performance include a very low starting point, low compliance, opposition to new taxes, and a
limited set of taxes.
Source: ISLAMIC REPUBLIC OF AFGHANISTAN. 2014 ARTICLE IV CONSULTATION—STAFF REPORT; PRESS
RELEASE; AND STATEMENT BY THE EXECUTIVE DIRECTORFOR THE ISLAMIC REPUBLIC OF AFGHANISTAN,
http://www.imf.org/external/pubs/ft/scr/2014/cr14128.pdf, p. 14.
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IMF Estimate of Impact of Domestic Revenue Limits
and Dependence on Outside Funding

Source: ISLAMIC REPUBLIC OF AFGHANISTAN. 2014 ARTICLE IV CONSULTATION—STAFF REPORT; PRESS
RELEASE; AND STATEMENT BY THE EXECUTIVE DIRECTORFOR THE ISLAMIC REPUBLIC OF AFGHANISTAN,
http://www.imf.org/external/pubs/ft/scr/2014/cr14128.pdf, p. 34.
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Growing Gap Between Government Revenues
and Expenditures: FY1338-FY1339
Afghanistan’s fiscal sustainability ratio—domestic
revenues versus operating expenses—declined to
approximately 57% in the first four months of FY 1393,
compared to 60% and 65% in the previous two fiscal
years.
.the actual purchasing-power value of the revenue
growth is less than it appears. The gap between the
government’s domestic revenues—derived primarily
from taxes and custom duties—and integrated budget
(operating budget and development budget)
expenditures is large
…The IMF estimated Afghanistan’s financing gap,
comprising on and off-budget needs, at $7.7 billion
(33% of GDP) on average, annually through 2018. This
will limit Afghanistan’s ability to pay for discretionary
services without significant donor support and is likely
to delay its progress to self-reliance
…Revenues as a percentage of GDP have also declined.
The World Bank calculated domestic revenues at 9.6%
of GDP in calendar year 2013— compared to 10.3% in
2012 and 11% in 2011—as a result of continued
government weakness in revenue enforcement as well
as the economic slowdown, generally
SIGAR, Quarterly Report to Congress, July 30, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-07-30qr.pdf, p. 154-155.
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SIGAR estimate of Afghan Need for Future Donor Aid
Aid has since fallen, but international donors who supplied more than 60% of the country’s
national budget in 2013 still covered a “financing gap” equivalent to 7.7% of the country’s GDP.16
Much of the reconstruction effort, however, is “off-budget,” representing donor-funded programs
and projects that the Afghan government does not control or fund.
As donors honor commitments to place more Afghan aid on-budget or simply transfer projects to
Afghan control, the pressure on the budget will increase. The IMF and the World Bank
“conservatively” estimate
that Afghan maintenance of such donor-supplied capital stock—roads, buildings, utility
infrastructure, equipment, and such—will cost 15% of Afghanistan’s GDP.17 Supporting such
costs on the Afghan budget without donor support would require more than doubling the
government’s revenue share of GDP, a major challenge.
The Afghan government has estimated its annual development-aid need at $3.9 billion a year
between 2013 and 2020.18 At various international conferences, the United States and other
donors have pledged continuing aid through the “Decade of Transformation” ending in 2025, at
which time Afghanistan is expected to achieve financial self-sufficiency. Afghanistan in turn has
promised to achieve agreed-upon benchmarks under the Tokyo Mutual Accountability Framework
(TMAF) as a condition for further donor assistance.
The ANSF’s current authorized size is 352,000. To lessen the cost of sustaining it, the North
Atlantic Treaty Organization (NATO) plans to reduce the force to 228,500 by 2017, if security
conditions permit. The estimated cost of sustaining this smaller force is $4.1 billion annually.
NATO expects that the Afghan government would pay at least $500 million annually beginning in
2015.
However, according to the latest Department of Defense (DOD)- commissioned independent
assessment by the Center for Naval Analyses (CNA), “in the likely 2015–2018 security
environment, the ANSF will require a total security force of about 373,400 personnel.” CNA
cautions that “a force of lesser size than 373,000 would, in our assessment, increase the risk of
instability of Afghanistan and make success less likely for the U.S. policy goal.” The CNA
SIGAR, Quarterly Report to Congress, July 30, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-07estimates
30qr.pdf,
pp. 4.5 that a 373,000-strong ANSF would cost roughly $5–6 billion per year to sustain.
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SIGAR on Declining Fiscal Sustainability in 2014
Afghanistan’s fiscal sustainability ratio—domestic revenues versus operating
expenses— declined to approximately 57% in the first four months of FY 1393,
compared to 60% and 65% in the previous two fiscal years.
Afghan government expenditures are expected to continue rising, which will
require continued donor financing and improved domestic-revenue
mobilization, according to the World Bank.
Afghanistan is suffering from acute budgetary shortfalls threatening to affect
payments of civil servant salaries, pensions, and operating and development
spending.
In the first seven months of Afghan FY 1393 (December 21, 2013–December 20,
2014), domestic revenues missed Ministry of Finance (MOF) budget targets by
22% and decreased by about 3.8% from the same period last year.
At the same time, Afghan government expenditures are expected to continue
rising—to 30.5% of GDP in 2016versus 27.3% in 2014, according to World Bank
projections. This will limit Afghanistan’s ability to pay for discretionary services
without significant donor support and improved revenue mobilization.
The MOF is in discussion with donors for additional monies to cover the budget
shortfall for remainder of FY 1393.
SIGAR, Quarterly Report to Congress, July 30, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-0730qr.pdf, p. 69; SIGAR, Quarterly Report to Congress, October 30, 2014, p. 65.
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Longer Term (FY2018) Revenue Projections Uncertain
Even with improved performance, revenues may only rise to
12.8% of GDP in 2018 (lower than prior projection of 14% of GDP for
2018)
Increasing on-budget assistance even more important, but will require
improving the government’s absorptive capacity
Expenditure prioritization even more important to avoid compromising
progress on development outcomes

 Smooth political and security transition paramount in reducing
uncertainty
Addressing weaknesses in financial sector, investment climate, and
land tenure system can help to restore investor confidence
Agriculture, mining, and services expected to serve as the key
growth drivers in the post-transition period once confidence is restored
Reforms to stimulate higher agricultural productivity and expansion of
mining could raise average growth to 7% during 2015-2025.

World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014,
p.8-9.
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The Challenge of
Corruption
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The Challenge of Corruption
• 175th most corrupt country out of 177 ranked by Transparency
International. Budget openness is minimal.
• Bad rating on World Bank’s “Control of corruption index” bad.
Improvement is driven by aid donors.

Source: http://knoema.com/WBWGI2013/worldwide-governance-indicators-2013?action=download, April 7, 2014.
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Who Takes Bribes: The ANA Got Worse
Prevalence of bribery, by public official receiving the bribe, Afghanistan (2009 and 2012)
The likelihood of bribes being paid to a particular
type of public official depends on how frequently
citizens interact with them.
But since different types of official have different
types of exposure to citizens, it is important to
estimate the probability of a certain type of
official receiving a bribe when he or she is
contacted, independently from the frequency of
interaction. This is measured by means of the
prevalence of bribery in relation to each type of
public official.
According to this indicator, four types of official
(prosecutors, teachers, judges and customs
officials) are the most likely to receive bribes
when dealing with citizens.
While there has been little change in prevalence
rates since 2009 in relation to prosecutors,
judges and customs officials, the vulnerability to
bribery of teachers has increased dramatically in
the past three years.
Other officials particularly vulnerable to bribery
in Afghanistan are tax/revenue officials and
police
officers, while there has also been a notable
increase in the vulnerability of members of the
Afghan National Army

CORRUPTION IN AFGHANISTAN: December 2012, Recent patterns
http://www.unodc.org/documents/frontpageCorruption_in_Afghanistan_FINAL.pdf

.
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State Department Reports Growing Afghan
Government Corruption in 2013 – I
The law provides criminal penalties for official corruption. The government did not implement the law effectively, and
there were reports that officials frequently engaged in corrupt practices with impunity. There were some reports of lowprofile corruption cases successfully tried at the provincial level. The government made several commitments to combat
corruption, including President Karzai’s 2012 decree, but little progress had been made towards implementation at year’s
end. At the beginning of the year, the Attorney General’s Office created a monitoring department, as required by the
decree, and it began accepting referred cases. There was no progress on the cases reported as of year’s end.
On June 30, a new law organizing the judiciary weakened the Control and Monitoring Department of the Supreme Court.
The department had been considered effective in dealing with corruption within the judiciary in the districts and
provinces. The new law eliminated the department’s authority to conduct investigations, make arrests, and prosecute
violators as well as some of its key positions.
Reports indicated corruption was endemic throughout society, and flows of money from the military, international donors,
and the drug trade continued to exacerbate the problem. Reports indicated that many Afghans believed the government
had not been effective in combating corruption. Corruption and uneven governance continued to play a significant role in
allowing the Taliban to maintain its foothold in the east-central part of the country (the five provinces surrounding Kabul)
and maintain influence in some parts of the southern provinces.
Prisoners and local NGOs reported that corruption was widespread across the justice system, particularly in connection
with the prosecution of criminal cases and “buying” release from prison. There were also reports of money being paid to
reduce prison sentences, halt an investigation, or have charges dismissed outright. The practice of criminalizing civil
complaints was commonly used to settle business disputes or extort money from wealthy international investors.
During the year reports indicated a rise in incidents of “land grabbing” by both private and public actors. The most
common type occurred when businesses illegally obtained property deeds from corrupt officials and sold the deeds to
unsuspecting “homeowners,” who would then get caught in criminal prosecutions. Other reports indicated that
government officials grabbed land without compensation in order to swap the land for contracts or political favors.
Occasionally, provincial governments illegally confiscated land without due process or compensation to build public
facilities.
Source: US State Department, Human Rights Practics for 2013, Afghanistan,
http://www.state.gov/j/drl/rls/hrrpt/humanrightsreport/index.htm#wrapper, March 2014.
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State Department Reports Growing Afghan
Government Corruption in 2013 – II
There were reports that the Attorney General’s Office was unwilling or unable to pursue corrupt officials and that
high-level officials who were arrested on corruption-related charges were released subsequent to political pressure.
In addition there was anecdotal evidence that accusations of corruption on the part of others were used by corrupt
officials to damage their opponents’ reputations or to deflect attention from their own misdeeds. There were also
reports that the Attorney General’s Office compelled international contractors to settle claims made by Afghan
subcontractors, regardless of the merits of the commercial disputes involved, and detained foreign employees of
the contractors as leverage in the disputes (see section 1.d.).

Provincial police benefited financially from corruption at police checkpoints and from the narcotics industry. It was
reported that ANP officers paid higher-level Ministry of Interior officials for their positions and to secure
promotions. The justice system rarely pursued corruption cases, especially if they involved police, although
authorities arrested and detained a provincial chief of police on drug trafficking charges. During the year the
minister of interior also removed more than 40 police officers on charges of corruption, poor performance, and
abuse of power, reportedly following a 10-month investigation.
In addition to official impunity issues, low salaries exacerbated government corruption. The international
community worked with the national and provincial governance structures to address the problem of low salaries,
but implementation of grade reform remained slow.
Credible sources reported that local police in many areas extorted a “tax” and inflicted violence at police
checkpoints for nonpayment. Truck drivers complained that they had to pay bribes to security forces, insurgents,
and bandits to allow their trucks to pass.
Police also reportedly extorted bribes from civilians in exchange for release from prison or to avoid arrest. Citizens
also paid bribes to corrections and detention officials for the release of prisoners who had not been discharged at
the end of their sentences.
- See more at: http://www.state.gov/j/drl/rls/hrrpt/humanrightsreport/index.htm#wrapper
Source: US State Department, Human Rights Practics for 2013, Afghanistan,
http://www.state.gov/j/drl/rls/hrrpt/humanrightsreport/index.htm#wrapper, March 2014.
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The Regionalization and Rising Scale of Corruption as of 2014
Since 2003, levels of distrust and
corruption have increased to the point
where corruption is endemic across
Afghanistan.
In a survey of the population that was
reported in October 2013, 80 percent of
Afghans described corruption as a major
problem, with 73percent reporting that
corruption was “a part of daily life” and 65
percent saying it was worse than the year
before. Almost two-thirds (62 percent) of
those polled felt GIRoA, as a whole, was
corrupt to some degree. When asked why,
the most common reasons cited were that
GIRoA was a generally weak government
and officials took bribes.
In the same poll, Afghans were questioned
about various governance bodies and
whether they abused their authority and
power. More than half
of respondents felt that every level of
government and every office abused
its power. Notably, President Karzai, who
was viewed as corrupt by “only” 38
percent of respondents, experienced a rise
in the number of people who felt he
abused his authority, to the highest level
since an August 2011 poll.

ISAF J-7, Joint and Coalition Operational Analysis (JCOA), Operationalizing Counter/Anti- Corruption Study (U), February 28,
2014, pp. 19-21.
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The Challenge of
Demographics
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Transition must deal with serious ethnic, regional, and sectarian
divisions are among the population and critical population pressure in
terms of total population, pressure on the land and water, urbanization
and demand for jobs.
•

Population estimates are very uncertain and many of the statistics commonly used
have no reliable source or level of accuracy.

•

The UN and US Census Bureau agree, however, that Afghanistan is under extreme
population pressure for a very poor country with limited arable land and water and
uncertain rainfall. (p. 46) 7.5-8.2 million in 1950 to 13.2 to 15.0 million at time of
Soviet invasion to 27+ to 32+ million in 2014.

•

Ethnic and sectarian differences are a problem, compounded by competition between
power brokers and officials.

•

An extremely young population creates a high dependency ratio and will put major
pressure on the land, water, and job creation for at least a decade.

•

Population pressure, water, and economic incentives have led to a sharp rise in
urbanization, much uncounted or underestimated, and in the form of slums, poverty,
and subsistence.

•

The rate of young men reaching job age alone seems to exceed creation of real jobs.

•

Agriculture employs 79% of population for only 20% of GDP?

•

Services employ 15.7% of population for 54.4% of GDP? After Transition and coming
cuts in aid and military spending?
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Afghanistan’s Divisive Demographics
• Total population: 31,822,848 (July 2014 est.)
• Pashtun 42%, Tajik 27%, Hazara 9%, Uzbek 9%, Aimak 4%, Turkmen 3%,
Baloch 2%, other 4%
• Sunni Muslim 80%, Shia Muslim 19%, other 1%

• Population 0-14 years: 42% (male 6,793,832/female 6,579,388); 1524 years: 22.2% (male 3,600,264/female 3,464,781)
• Urban population: 23.5% of total population (2011)
• Rate of urbanization: 4.41% annual rate of change (2010-15 est.)
• Young men and women reaching employment age annually:
392,116 males (5% of labor force), 370,295 females (2010 est.) 3040% unemployment in 2008
• Agriculture employs 79% of population for only 20% of GDP?
• Services employ 15.7% of population for 54.4% of GDP?
Source: CIA World Factbook, https://www.cia.gov/library/publications/the-world-factbook/geos/af.html, April 7, 2014.
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Source: 2003 National Geographic Society. http://www.afghan-network.net/maps/Afghanistan-Map.pdf. Adapted
by Amber Wilhelm, CRS Graphics.
Notes: This map is intended to be illustrative of the approximate demographic distribution by region of
Afghanistan. CRS has no way to confirm exact population distributions
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Afghanistan’s Demographic Pressure
ESTIMATES (MILLIONS)
Population Estimates in Millions
CIA
=
32.6 (MID 2014)
Afghan CSO
27.0 (2013)
UN
=
32.007
(2015)
Census Bureau
31.823 (2014)
CENSUS
BUREAU
= 31.823
CIA
32.6
(mid 2014)
(2014)
United
Nations
32.007 (2015)
World
Bank CSO = 27.0
29.82(2013)
(2012)
AFGHAN
WORLD BANK = 29.82 (2012)

Sources: http://www.census.gov/population/international/data/idb/informationGateway.php and
http://esa.un.org/unpd/wpp/unpp/panel_population.htm
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World Bank Estimate of Demographic Challenges
The country is facing huge demographic challenges which will add
pressures to the labor market. The Afghan labor market is characterized
by a young and fast-growing workforce. Decades of conflict, international
migration and relatively high fertility rates make Afghanistan – together with
Pakistan and Nepal – one of the youngest countries in South Asia. The
proportion of population aged 15 or below is as high as 51.3 percent,
meaning that more than one in every two Afghans is economically
dependent.
Afghanistan’s population pyramid is characterized by a wide base that will
maintain a sustained rate of growth in the number of new labor-market
entrants for decades to come. Between
2010/11 and 2015/16 alone, the labor force is expected to increase by 1,7
million people, and by an additional 4 million by 2025/26, not accounting for
any return migration or changes in participation rates. This means that
every year 400,000 to 500,000 will potentially seek jobs.
Afghanistan has one of the highest fertility rates in the world – 5.1
percent in 2011/12. Unless the fertility rate decreases, demographic
pressures will continue to rise and reduce the demographic dividend. A high
fertility rate, coupled with declining mortality rates, tends to produce a
“youth bulge”. Normally, a youth bulge presents an opportunity for growth in
the impending years, since it would lower the age dependency ratio, i.e.,
the population younger than 15 or older than 64 as a share of the number of
people of working age.

A decreasing dependency ratio means that a higher proportion of the
population contributes to productive, income-raising work, relative to nonactive dependents (e.g., elderly and children) which would consequently
increase domestic savings and GDP per capita growth. But, a youth bulge
could also pose a risk to stability if young people are left without viable jobs
or other economic opportunities.

Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin,
Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan - Pathways to inclusive growth. Washington,
DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth,
Full Report, March 2014, SASEP, SOUTH ASIA 23, 30-31
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World Bank: Most of Population Excluded from
Economic Growth– March 2014
Growth has so far failed to produce more jobs and income for the poor: First, the volatility of agricultural growth likely hampers prospects
for poverty reduction since agriculture accounts for more than half of employment. Poor households in Afghanistan, especially those who
subsist on s than richer, wage-earning households. This would explain why growth has not benefited the poor and also perhaps why
inequality has increased. Second, the persistent high level of un- and underemployment implies that growth in Afghanistan did not
produce sufficient employment opportunities, which might have reduced the poverty impact. Finally, the increase in violence over the
same period might have disproportionally affected the poor. Deterioration in the security situation limits the possibilities for public service
delivery, the outreach of humanitarian development efforts, and access to markets for the poor. Moreover, insecurity also restricts access
to public services, especially for women and children who might refrain from visiting clinics or going to school.
The report identifies four main population segments that have been largely excluded from the growth process and are at risk of being
disadvantaged in future:
The low-skilled workforce. Literacy levels in the Afghan working population are extremely low, especially among adults and women.
Both literacy and education level tends to correlate with lower levels of poverty in Afghanistan.

The rural poor. Agriculture provides income for around half of Afghanistan’s population; for 30 percent of households it constitutes the
most important source of income. Agriculture is the main source of livelihood and subsistence for 70-80 percent of the rural population in
Afghanistan. Employment in agriculture is characterized mainly by small family businesses that produce mainly for subsistence.
Youth. The proportion of population aged 15 or below is as high as 51.3 percent, meaning that more than one in every two Afghans is
economically dependent. Young people tend to be better educated on average, especially in urban areas. However, they are also less
likely to find paid employment.
Women. While almost every man in the age range of 25-50 is economically active, only one in every two women participates in the
labor market. While the female participation rate does not appear very low within the South Asian cultural context, women in Afghanistan
are much less engaged in wage-earning employment. At the same time, the fertility rate is very high, at 5.1 percent in 2011/12. Increasing
the share of female labor market participation will key to reducing fertility and reducing demographic pressures in the future.
Given Afghanistan’s annual population growth of 2.8 percent, this would mean only limited improvement in average per-capita income,
continuing high rates of un- and underemployment, and little progress in reducing poverty. For example, at a rate of 4.8 percent GDP
growth per year, it would take Afghanistan more than 20 years to increase real GDP per capita from its current estimated level to
that of the South Asian region (2011), which is US$786. Convergence to South Asian income levels would then become an even further
distant goal. Only growth at the upper level of the range of plausible scenarios would enable Afghanistan to meaningfully reduce poverty
and achieve higher per-capita incomes.
Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan Pathways to inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full Report,
March 2014, SASEP, SOUTH ASIA http://documents.worldbank.org/curated/en/2014/03/19694131/afghanistan-pathways-inclusive-growth-vol-2-2, pp.5-6..
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World Bank: Limited Growth in GDP per Capita and
Personal Consumption

Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan Pathways to inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full Report,
March 2014, SASEP, SOUTH ASIA http://documents.worldbank.org/curated/en/2014/03/19694131/afghanistan-pathways-inclusive-growth-vol-2-2, pp, 23-24..
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Poverty Has Not Dropped Since 2007


Poverty is high and persistent in Afghanistan.
• According to the 2011-12 household survey, the poverty rate
was 36 percent, meaning that about 9 million individuals (3
of every 8 Afghans) had consumption levels below the
national poverty line.
• The national poverty rate remained substantially
unchanged between 2007-08 and 2011-12.
• A number of factors could have contributed to this
measured trend. First, the volatility of agriculture would
affect measured trends, with the two years preceding the
2011-12 survey both featuring negative agriculture growth.
• Second, Afghanistan faces a daunting demographic
challenge, with around 400,000 new entrants into the labor
force each year and underemployment pervasive.
• Third, the high dependency ratio and low female labor force
participation both serve as a drag on improving
Afghanistan’s poverty profile
World Bank, Afghanistan: Economic Update. The World Bank, 91691, October, 2014, p. 4.
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World Bank Estimate of Worsening Afghan Poverty Trends
The national poverty rate in Afghanistan was around 36
percent in 2011-12, the same level measured in 2007-08…
Furthermore, the results showed that inequality edged up.
In particular, the Gini coefficient increased to 31.6 in 201112 from 29.7 in 2007-08, while the growth rate of per
capita expenditure of the richest 20 percent of the
population was three times as high as that of the poorest
20 percent
…In addition, the bottom forty percent of the population
commands only 21 percent of total consumption and
more than 50 percent of the population is still vulnerable
to becoming poor.

…A number of factors could be contributing to the measured trends. First, the volatility of agricultural production would
affect measured poverty trends since agriculture accounts for more than half of employment. It is worth noting that 2010
and 2011, the two years preceding the 2011-12 survey, both featured negative growth in the agricultural sector. Second,
pervasive underemployment likely affects the poverty impact of growth. Afghanistan faces a daunting demographic
challenge, with around 400,000 new entrants into the labor force expected in the next few years.
…Finally, the high dependency ratio, low levels of female labor force
participation, and low labor productivity all contribute to shaping Afghanistan’s poverty profile. High economic dependency
due to demographic pressure is further aggravated by extremely low levels of female labor force participation (19 percent)
and the overwhelming
prevalence of vulnerable forms of employment in informal and low productivity jobs (81 percent).
World Bank Afghan Recent Economic Developments, April 2014, http://wwwwds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2014/04/23/000456286_20140423092911/Rendered/PDF/875740
WP0Afgha00Box382171B00PUBLIC0.pdf
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World Bank Estimate of Agricultural & Poverty Challenges
… there are indicators as to why growth has failed to
produce more jobs and income for the poor. First, the
volatility of agricultural growth likely affects prospects
for poverty reduction since agriculture accounts for
more than half of employment. Although agriculture
grew by 45 percent in
2009, it actually contracted in 2008, 2010, and 2011,
with limited irrigation and dependence on rain-fed
crops contributing to volatility. Poor households in
Afghanistan, especially those who subsist on
agriculture, have only few risk-coping mechanisms
and are more strongly affected by agricultural output
contractions than richer, wage-earning households. In
many cases, livelihood risks are being managed by
disposing household assets or deferring expenditures
for health and education services which, in turn, have
negative dynamic effects for future income. This
would not only explain why growth has not benefited
the poor but could also explain the increase in
inequality.

Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin,
Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan - Pathways to inclusive growth. Washington,
DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth,
Full Report, March 2014, SASEP, SOUTH ASIA 23, 30-31

Second, the persistent high level of un- and
underemployment implies that growth in Afghanistan
did not produce sufficient employment opportunities,
especially for the poor and underprivileged segments
of the population. Finally, the increase in violence
over the same period might have disproportionally
affected the poor. A deteriorated security situation
restricts public service delivery, the reach of
humanitarian development efforts, and access to
markets for the poor. Moreover, insecurity also
restricts access to public services, especially for
women and children who might refrain from visiting
clinics or going to school
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Cannot Meet Food Needs

Cereal Production in Afghanistan (thousands of tons)

Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full
report. Vol. 2 of Afghanistan - Pathways to inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of
Afghanistan, Pathways to Inclusive Growth, Full Report, March 2014, SASEP, SOUTH ASIA
http://documents.worldbank.org/curated/en/2014/03/19694131/afghanistan-pathways-inclusive-growth-vol-2-2, p. 24.
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The Challenge of a NarcoEconomy
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Shifting Back Towards a NarcoEconomy

Both opium production and area under
poppy cultivation increased considerably in
2013 –and is expected to remain at a high
level in 2014.
According to UNODC data, opium
production increased by almost 50 percent
to 5,500 tons in 2013, while the total area
under poppy cultivation expanded by 36
percent to 209,000 hectares.
Opium production in 2013 appears to have
recovered from the decline in 2012 triggered
by adverse weather and disease. While the
total value of opium production at farmgate
prices remained at about 4 percent of GDP
(or $950 million) in 2013 due to a decline in
the farm-gate price, the export value of
opiates (including drugs) increased from 11
percent of GDP in 2012 to 15 percent of
GDP – or $3.1 billion – in 2013.
A number of factors could have contributed
to the recent increase in poppy production,
including (i) the introduction of new
production technologies (e.g. irrigation); (ii)
fewer livelihood opportunities or the
expectation thereof; and (iii) the rollback of
international forces and associated
counternarcotic efforts from the provinces.

Although opium’s importance in GDP has
been declining over time (down from 13
percent of GDP in 2007 to 4.1 percent in
2013 at farm-gate prices), it is likely an
World Bank, Afghanistan: Economic Update. The World Bank, 91691, October, 2014, p. 4important source of livelihood for a
segment of the rural population
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Trends in Counternarcotics
Activity: 2008-2014

SIGAR, Quarterly Report to Congress, July 30, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-07-30qr.pdf, pp. 117-119.
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World Bank Estimate of Opium Economy

Opium Production in Afghanistan
In terms of production and share of GDP, opium’s importance has been declining since 2007, when it reached a record production
of 8,200 tons. Nowadays, production is closer to 3,700 tons (UNODC, 2012), which amounts to 3.3 percent of GDP in farm-gate
value, or 10 percent in export value – compared to 13 percent of GDP by farmgate value in 2007. However, measuring opium
production as part of the national income is not straightforward. While the nominal difference between opium-GDP and non-opiumGDP is relatively small – an average of US$500 million each year – non-opium and opium GDP growth can differ by more than 5
percentage points in some years ). However, average opium GDP growth has been only slightly higher than non-opium GDP
growth: 9.4 percent compared to 9.2 percent, which suggests that between 2003 and 2012 opium has not been an important
driver of economic growth.
That said, opium is still Afghanistan’s single most important cash crop and therefore has significant implications for income and
consumption of rural, poor households. The average cash income of poppy-growing households is 52 percent higher than that of
households that had never grown poppy. Poppy-growing households also tend to be farther away from markets5 This, in turn, adds
to the complexity of finding the right approach to reducing opium production, which ultimately hinges on the development of
alternative and competitive agricultural supply chains.
Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan Pathways to inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full
Report, March 2014, SASEP, SOUTH ASIA http://documents.worldbank.org/curated/en/2014/03/19694131/afghanistan-pathways-inclusive-growth-vol-2-2, p. 27.
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IMF Estimate of Opium Economy

Source: ISLAMIC REPUBLIC OF AFGHANISTAN. 2014 ARTICLE IV CONSULTATION—STAFF REPORT; PRESS
RELEASE; AND STATEMENT BY THE EXECUTIVE DIRECTORFOR THE ISLAMIC REPUBLIC OF AFGHANISTAN,
http://www.imf.org/external/pubs/ft/scr/2014/cr14128.pdf, p. 7.
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IMF Estimate of Value of Opium vs. Other Exports

Source: ISLAMIC REPUBLIC OF AFGHANISTAN. 2014 ARTICLE IV CONSULTATION—STAFF REPORT; PRESS
RELEASE; AND STATEMENT BY THE EXECUTIVE DIRECTORFOR THE ISLAMIC REPUBLIC OF AFGHANISTAN,
http://www.imf.org/external/pubs/ft/scr/2014/cr14128.pdf, p. 35.
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UDOC Estimate of Rising Afghan Opium Production
2012 vs. 2012-2013 – Part I

UNDOC, Afghanistan, Opium Survey 2013, November 2013,http://www.unodc.org/documents/cropmonitoring/Afghanistan/Afghan_report_Summary_Findings_2013.pdf, pp. 4-5
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UDOC Estimate of Rising Afghan Opium Production
2012 vs. 2012-2013 – Part II
(Production in Tons)

UNDOC, Afghanistan, Opium Survey 2013, November 2013,http://www.unodc.org/documents/cropmonitoring/Afghanistan/Afghan_report_Summary_Findings_2013.pdf, p 17.
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UDOC Estimate of Rising Afghan Opium Cultivation
1997-2013

The global area under illicit opium poppy cultivation in 2013 was 296,720 hectares (ha), the highest level since 1998 when estimates
became available. An increase in cultivation was seen in both Afghanistan and Myanmar. The main increase was observed in
Afghanistan, where the area of opium poppy cultivation increased 36 per cent, from 154,000 ha in 2012 to 209,000 ha in 2013. The
main area of cultivation in Afghanistan was in nine provinces in the southern and western part of the country, while the major increase
was observed in Helmand and Kandahar
UNDOC, World Drug Report, June 26, 2014,p. 21;
https://www.unodc.org/wdr2014/press/Selected_graphs_for_journalists_2014.pdf.
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UDOC Estimate of Rising Afghan and Global Opium
Production 1997-2013

The potential production of opium in 2013 is estimated at 6,883 tons, which is a return to the levels
observed in 2011 and 2008. The opium production in Afghanistan accounts for 80 per cent of the global
opium production (5,500 tons). The potential production of heroin (of unknown purity) has also increased
to 560 tons, comparable ,to 2008 estimates of 600 tons
UNDOC, World Drug Report, June 26, 2014, pp. 22,
https://www.unodc.org/wdr2014/press/Selected_graphs_for_journalists_2014.pdf.
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The Drug Outcome of the Surge: Change in Poppy Cultivation
2012-2013

SIGAR-15-10-SP Special Report: Poppy Cultivation in Afghanistan, 2012 and 2013, Page 4,
http://www.sigar.mil/pdf/Special%20Projects/SIGAR-15-10-SP.pdf

122

Counter-Narcotics Efforts Have Failed: SIGAR Estimate Total
Area Under Poppy Cultivation: 2002-2013

SIGAR-15-10-SP Special Report: Poppy Cultivation in Afghanistan, 2012 and 2013, Page 4,
http://www.sigar.mil/pdf/Special%20Projects/SIGAR-15-10-SP.pdf : SIGAR, Quarterly Report, October 30, 2013, p.5.
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Poppy Eradication has Been a $1 US Billion Failure

Besides issues of methodology and security challenges, politics complicated eradication verification. Eradication was
often
used as a metric for judging state-building, institutional, and individual Performance. This encouraged over-reporting by
Afghan nationals and a preference for reporting higher levels of eradication amongst drug-control institutions. This
became particularly evident with the level of over-reporting by the PEF in the spring of 2007 that culminated in a review2
and subsequent reduction
in the final figures reported. The argument that eradication has extended the writ of the state is far from compelling when
viewed against the complaints of corruption and the targeting of vulnerable communities that have accompanied crop
Destruction. Indeed, an employee of a nongovernmental organization in Kandahar in 2008 referred to the “predatory and
sneering face of the eradication team,” arguing that it was “not the face that should be seen in rural areas.” Afghan
farmers themselves will often refer to eradication operations as acting “like a thief stealing in the night” where these efforts
are
not Quarterly
accompanied
byOctober
a more30,
resilient
state presence that includes the delivery of physical and social infrastructure and
SIGAR,
Report,
2013, p.10-11.
improved security.
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Poor Prospects for the Future
The increases in cultivation between 2012 and 2013 have been
significant.
A report released this quarter by SIGAR’s Office of Special Projects
illustrates that opium-cultivation potential has been rising, and that
large
areas of potential production increases appear in the east, north, and
southwestof Afghanistan.
The transmittal letter by the Special IG notes, as one example, that
Nangarhar Province in eastern Afghanistan, declared “poppy free” by
the UN in 2008, “saw a fourfold increase in opium poppy cultivation
between 2012 and 2013.”16There is little reason to believe cultivation
will fall in 2015.

The latest planting season began in late October 2014. Farm-gate
opium prices remain relatively high at around $140 per kilogram. The
Afghan economy remains fragile: economic growth has declined, real
wages are falling, and inflation has increased. The security situation in
many rural areas of the country is increasingly uncertain. In such
conditions, opium production
SIGAR,should
Quarterly Report,
October 30, 2013,to
p.6.rise.
be expected
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The Challenge of
Investment, Mining and
LoCs
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Low World Bank Rankings in Critical Areas of Doing
Business
(The higher the number the worse the country raking out of 189 countries)

Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan - Pathways to
inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full Report, March 2014, SASEP,
SOUTH ASIA p. 88
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Top 10 Factors World Bank Cited as Main BusinessEnvironment Constraint in 2014

SIGAR, Quarterly Report, October 30, 2014, p.190
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IMF Estimate of Business Problems

Sources: World Bank Doing Business Report
(2014); World Bank Worldwide Governance
Indicators; World Bank Business Environment
and Enterprise Performance Survey; and IMF staff
calculations.
1/ Low income countries;
2/ Middle East, North Africa, and Pakistan;
3/ Emerging market economies;
4/ Worldwide Governance Indicators include
government effectiveness, regulatory quality,
rule of law, and control of corruption; trend line is
based on cross-country regression.

Source: ISLAMIC REPUBLIC OF AFGHANISTAN. 2014 ARTICLE IV CONSULTATION—STAFF REPORT; PRESS
RELEASE; AND STATEMENT BY THE EXECUTIVE DIRECTORFOR THE ISLAMIC REPUBLIC OF AFGHANISTAN,
http://www.imf.org/external/pubs/ft/scr/2014/cr14128.pdf, p. 14.
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World Bank: Natural Resource Development – a Double-Edged
Sword

…considering the current level of violence and political developments, it is likely that it will take many years to fully
restore peace and stability even in the best-case scenario. Any growth-enhancing policies therefore need to be
realistic and aim at supporting sectors and economic activities that show the best potential for conflict resilience
and, in turn, provide the largest impetus for conflict reduction.

Agricultural development meets this requirement as it would directly improve income for the majority of households
in Afghanistan. And as the large volatility in agriculture output demonstrates, the sector still has potential to grow
even within the existing parameters of insecurity and violence. The large international interest and successful
outcome of the recent tenders for the exploration and production in Amu Darya, Aynak, and Hajigak indicate a
similar “conflict resilience” for extractive industries. However, international experience shows that not only does
natural resource exploitation have limited
job creation potential, but that it also carries large risks, especially for governance, social cohesion, and conflict.
With the development of the extractive industries, Afghanistan is now adding another stress factor to its alreadyvulnerable country context. In fact there is ample empirical evidence that natural resource endowment can be
detrimental to the development prospects of a country – even under more favorable circumstances than those
found in Afghanistan.
The phenomenon of countries endowed with natural wealth producing low development outcomes is described as
the “natural resource curse” which is usually a result of (i) a decline in the competitiveness of other economic
sectors due to an appreciation of the real exchange rate as resource revenues enter an economy (the “Dutch
disease” effect), (ii) volatility of revenues from the natural resource sector due to exposure to global commodity
market swings, (iii) governmental mismanagement of resources, and/or (iv) weak institutions, rent-seeking
behavior, and redistributive struggles.
Most critical for Afghanistan is the notion that natural resources can undermine governance and spur conflict by
challenging livelihoods, threatening the environment, and raising disputes over rights to control the resources;
feelings of relative deprivation arise from the distribution of revenues from resource exploitation or providing
financing to insurgent groups. In this sense, the development of extractive industries poses a serious threat to
Afghanistan’s weak governance environment.
Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan Pathways to inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full Report,
March 2014, SASEP, SOUTH ASIA http://documents.worldbank.org/curated/en/2014/03/19694131/afghanistan-pathways-inclusive-growth-vol-2-2, p. 9..

130

World Bank: Key Messages

Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan Pathways to inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full Report,
March 2014, SASEP, SOUTH ASIA http://documents.worldbank.org/curated/en/2014/03/19694131/afghanistan-pathways-inclusive-growth-vol-2-2, p. 17.
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Meaningful Mining Resources Can Only
Come After Transition
SIGAR July 2014 Report to Congress
The United States, the Afghan government, and the international donor community count on
development of Afghanistan’s natural resources to underpin future economic growth in the face of
declining external aid. Although mining has contributed less than 2% to the country’s GDP to date,
the Afghan government expects to eventually receive significant revenues from large-scale
investments in the Aynak (copper) and Hajigak (iron-ore)mines, and from oil and gas fields in the
Afghan-Tajik basin.
The World Bank estimates annual extractive-sector revenues could reach between $0.7 billion and
$1.5 billion by 2022–2024.608 However, the United States Institute for Peace warned that revenue
projections from mineral extraction are often difficult to make with any accuracy, given commodityprice fluctuations and uncertainty whether identified resources can be fully extracted. Moreover, the
government will not necessarily receive the full value of Afghanistan’s mineral wealth in revenues.
SIGAR has long cautioned that the Afghan government may not be able to earn substantial
revenues from Afghanistan’s natural resources any time soon because of the considerable
infrastructure investment required to develop them, especially given the difficult security
environment. In addition, the Revenue Watch Institute gave Afghanistan a failing grade in 2013 for
its minimal oversight of the mining-licensing process and of state-owned mining companies. It said
lawmakers do not receive, regular reports on licensing decisions, which cannot be appealed, and
are denied access to certain major mining contracts deemed confidential.
Allegations that members of the executive and legislative branches benefit from contracts won by
relatives cannot be confirmed; Afghanistan’s Audit and Control Office does not specifically review
resource revenues, and the reports it does prepare are not published. An Integrity Watch
Afghanistan report this quarter compared Afghanistan’s governance of its mining-industry to best
practices in six countries in order to help highlight Afghanistan’s opportunities and challenges.
It found that corruption is a major investor concern in Afghanistan, and that mining-sector
transparency—in licensing process, tax and royalty data, distribution of funds, and public access to
withJuly
good
governance
were essential to sustainable development
SIGAR, information—along
Quarterly Report to Congress,
30, 2014,
http://www.sigar.mil/pdf/quarterlyreports/2014-07-30qr.pdf,
p. 163 that benefits
the public.
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Natural Resources in Afghanistan

Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan - Pathways to
inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full Report, March 2014, SASEP,
SOUTH ASIA 58.
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So Much for the New Silk Road: A
Collapsing Road System
SIGAR July 2014 Report to Congress
Afghanistan’s lack of transportation infrastructure hinders internal commerce, foreign
trade, and economic growth. The World Bank said restoring the transportation sector
is imperative for economic development. Afghanistan’s infrastructure shortcomings
particularly constrain the service and agriculture sectors, currently the leading
contributors to GDP. They also hold back the mining industry, whose future revenues
the Afghan government and international donor community are counting on to offset
declining aid. This quarter, the United States continued its efforts to assist
Afghanistan in developing ministry capacity, sustaining operations and maintenance,
and complying with international Standards.
…While the United States has provided $2.2 billion cumulatively for road construction
and O&M and currently spends about $5 million annually for O&M efforts, the World
Bank said 85% of Afghan roads are in poor shape and a majority cannot be used by
motor vehicles. Afghanistan does not currently have sufficient funding and technical
capacity to maintain its roads and highways, according to the U.S. Department of
Transportation (DOT). Moreover, the lack of a functioning roads authority has
significantly affected road infrastructure across Afghanistan. Although the Cabinet
and the President gave approval in August 2013 for the Ministry of Public Works
(MOPW) to create a roads authority and road fund, the authority has not yet been
established
SIGAR, Quarterly Report to Congress, July 30, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-07-30qr.pdf, p. 179-180
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Critical Importance of Uncertain LoC Security and $7-9
Billion in Added Investment Funds

Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan - Pathways to
inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full Report, March 2014, SASEP,
SOUTH ASIA p. 83
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The Challenge of Economic
Stability and Development
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Nine Major Challenges that are not War Related
• Past reporting on GDP growth has been dishonest in that it took figures
shaped by the agriculture sector, and gains determined by peak rainfall,
and implied these were the result of development and aid.
• Transition and cuts in military and aid spending may have a critical
impact on both the service and industries sector during transition. The
lack of a comparable estimate of the impact of the narcotics sector is
analytically absurd.

• In spite of these problems, there seems to have been real progress in
human development in spite of gross exaggeration of improvement in
medical services, and in students actually in school versus expected
years of schooling.
• This still, however, has left Afghanistan far behind other poor Asian state
like Bangladesh and Nepal.
• Transition will make the major barriers to doing business in Afghanistan
– which ranks only 164th out of 189 countries – far more serious.
• There are no credible estimates of just how dependent Afghanistan has
been on outside military spending and aid, but the World Bank and CIA
warn that Afghan imports were 17 time exports in 2012.
137

Economic Challenges
•

Massive current dependence on outside war spending and aid

•

“New Silk Road” is dead, and “Ring Road” is uncertain; mineral wealth is no miracle
solution to economic challenges. Very little real growth other than aid and military
spending driven – cyclical impact of rainfall.

•

Still at war and highly aid dependent.

•

Unclear who will plan and manage aid and revenues in government. No clear
structure for managing aid, revenue flows, outside plans and focus.

•

The goal of 50% Afghan control ignores the roll back of aid/NGO presence;
government ability to use and manage is insufficient.

•

Failure of UNAMA, uncertain role of World Bank and outside help in development
planning, post-Transition economic stability.

•

Key problems in transport, agriculture, power sector. Rising poverty, acute
population pressure, uncertain employment level

•

Service sector was dependent on flow of outside money. may leave, export capital,
collapse.

•

Major barriers to private development

•

At least some risk of major recession and collapse of the market-driven sector.
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World Bank: Afghanistan’s Growth and Development
Progress Remains Fragile – March 2014
While initial progress in producing development outcomes was very encouraging in the immediate postTaliban era, recent trends point to rising insecurity, deteriorating governance, a stagnant poverty rate, and
mounting challenges to employment:
• The security situation deteriorated after 2009 and the level of violence remains high. Annually, between
2,000 and 3,000 civilians are harmed or killed in violent incidences related to the ongoing insurgency.
• Economic growth has not been pro-poor. Poverty levels are high, with 36 percent of the population living
below the national poverty line in 2011/12 and more than 50 percent vulnerable to becoming poor. Recent
data suggests that overall poverty levels have not declined between 2007 and 2011, despite rapid growth in
this period. At the same time, inequality measured by the Gini coefficient appears to have increased
somewhat.
• Unemployment is relatively low, at 8.2 percent in 2011/12 but underemployment is a serious issue, with
16.8 percent of the employed population working less than 40 hours per week. At the same time, labor
participation is low, at 60 percent, due mainly to a very low participation of women in the labor market.
• The governance deficit relative to other low-income countries is still very large. Reforms in areas that
could have improved rule of law and control of corruption have been very slow. Corruption is pervasive and
widespread. In 2012 Transparency International ranked Afghanistan 174th out of 176 countries, joint last
with North Korea and Somalia. But most concerning is that the governance situation appears to have
regressed, especially in areas such as control of corruption, rule of law and political stability.
• In addition, the country is facing huge demographic challenges. The Afghan labor market is
characterized by a young and fast-growing workforce. Decades of conflict, international migration and
staggeringly high fertility rates make Afghanistan – together with Pakistan and Nepal – one of the youngest
countries in South Asia. Between 2010/11 and 2015/16 alone, the labor force is expected to increase by 1.7
million people, and by an additional 4 million by 2025/26. These trends pose significant risks to social
cohesion in a situation that is already characterized by strong political, regional, and ethnic tensions.
Nassif, Claudia; Joya, Omar; Lofgren, Hans; Gable, Susanna; Redaelli, Silvia; Jordan, Luke; Jaffrin, Guillemette Sidonie. 2014. Full report. Vol. 2 of Afghanistan Pathways to inclusive growth. Washington, DC : World Bank Group, Report No: ACS8228, Islamic State of Afghanistan, Pathways to Inclusive Growth, Full Report,
March 2014, SASEP, SOUTH ASIA http://documents.worldbank.org/curated/en/2014/03/19694131/afghanistan-pathways-inclusive-growth-vol-2-2, p. 5..
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World Bank Estimate of Afghan GDP Growth
2004-2013
(Annual % Growth in Constant $US 2010 Dollars)

12/17/2014 World Bank http://databank.worldbank.org/data/views/reports/chart.aspx
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World Bank Estimate of Afghan GDP Growth Tied to
Agricultural Growth and Rainfall
• Real GDP growth
(excluding opium
production) was 14.4% in
2012, which represented a
sharp uptick from 6.1% in
2011.
• This strong performance
was in large part due to
an exceptional
agricultural harvest
supported by favorable
weather conditions.
• Agriculture accounts for
about a quarter of GDP
(excluding opium). As a
result, economic growth
is influenced heavily by
the volatile agricultural
sector.

World Bank Afghan Recent Economic Developments, April 2014, http://wwwwds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2014/04/23/000456286_20140423092911/Rendered/PDF/87574
0WP0Afgha00Box382171B00PUBLIC0.pdf
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World Bank Estimate of Afghan GDP Growth
2010-2016
(In Constant $US 2010 Dollars)

Status in 2013
• $GDP = $20.5 billion
• Population = 29.82 million
• GDI per capita = $680
• Poverty % of Population
=36%
• Life expectancy = 61 years
• Improved water = 61%

12/17/2014 World Bank http://databank.worldbank.org/data/views/reports/chart.aspx
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World Bank Estimate of GDP Growth in
Comparison with Rest of South Asia

2012

2010

2014

2015

2016

2013
2011

Source: World Bank, http://data.worldbank.org/country/afghanistan, April 7, 2014.
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IMF Estimate of Imports vs. Exports

Source: ISLAMIC REPUBLIC OF AFGHANISTAN. 2014 ARTICLE IV CONSULTATION—STAFF REPORT; PRESS
RELEASE; AND STATEMENT BY THE EXECUTIVE DIRECTORFOR THE ISLAMIC REPUBLIC OF AFGHANISTAN,
http://www.imf.org/external/pubs/ft/scr/2014/cr14128.pdf, p. 33.
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Challenge of Post Transition Trade Balance

World Bank Trend Graph
CIA reports $6.39 billion in
imports in 2012 versus $376
million in exports (17:1)
Pakistan 32.2%, India 27%, Tajikistan
8.5%, US 6.2% (2012)

Source: https://www.cia.gov/library/publications/the-world-factbook/geos/af.html, http://data.worldbank.org/country/afghanistan, April 7, 2014.

145

World Bank Estimate of Major Barriers to Doing Business
and Private Development (164th Out of 189 Countries)

World Bank, Doing Business in afghanistan,
http://www.doingbusiness.org/data/exploreeconomies/afghanistan/
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Afghan Dependence on Donors vs. Revenues

In 2013, the Afghan government’s domestic revenue was only about $2 billion, while its overall
budget expenditures were $5.4 billion. Donor grants made up the difference, funding 63% of the
budget. Afghanistan’s current budget, approved in January 2014, is about $7.6 billion, with donor
grants expected to fund about $4.8 billion, or still more than 60% of the total. U.S. FY 2014
appropriations for Afghan reconstruction are $7.5 billion—by coincidence, almost the same as
Afghanistan’s current national budget of $7.6 billion. But most of that U.S. aid, as well as most of
other international donors’ assistance, goes through programs and funds that are not part of the
Afghan budget.
SIGAR, Quarterly Report to Congress, July 30, 2014, http://www.sigar.mil/pdf/quarterlyreports/2014-0730qr.pdf, pp. 2-3.
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World Bank Economy Rankings:
Ease of Doing Business: 2014

Economies are ranked on their ease of doing business, from 1–189. A high ease of doing
business
ranking means the regulatory environment is more conducive to the starting and operation
of a
local firm. The rankings are determined by sorting the aggregate distance to frontier
scores on 10
topics, each consisting of several indicators, giving equal weight to each topic. The
Source:
World
rankings
forBank:
all http://www.doingbusiness.org/rankings
economies are benchmarked to June 2014.
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The Threat of Pakistani
Instability
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Ten countries with the most
terrorist attacks, 2013

Source: Annex of Statistical Information Country Reports on Terrorism 2013, US State Department, April 2014, p. 4.
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•

Pakistani Terrorism: State Department Country
Profile
The total number of terrorist attacks reported
in Pakistan increased 36.8 percent
between 2012 and 2013. Fatalities increased 25.3 percent and injuries increased 36.9
percent.

•

No specific perpetrator organization was identified for 86.2 percent of all attacks in
Pakistan. Of the remaining attacks, nearly half (49%) were carried out by the Tehrik-iTaliban Pakistan (TTP). Attacks attributed to the TTP killed more than 550 and
wounded more than 1,200 in 2013.

•

Twenty other groups, including a number of Baloch nationalist groups such as the
Baloch Republican Army, the Baloch Liberation Army, the Baloch Liberation Front, and
the Baloch Liberation Tigers, carried out attacks in Pakistan, particularly in
Balochistan.

•

More than 37 percent of all attacks in Pakistan took place in Khyber Pakhtunkhwa
province, 28.4 percent took place in Balochistan, and 21.2 percent took place in Sindh
province. The proportion of attacks in the Federally Administered Tribal Areas (FATA)
decreased from 19.6 percent in 2012 to 9.4 percent in 2013.

•

The most frequently attacked types of targets in Pakistan were consistent with global
patterns. More than 22 percent of all attacks primarily targeted private citizens and
property, more than 17 percent primarily targeted the police, and more than 11 percent
primarily targeted general (non-diplomatic) government entities.

•

However, these three types of targets accounted for a smaller proportion of attacks in
Pakistan (51.1%) than they did globally (61.7%). Instead, terrorist attacks in Pakistan
were almost twice as likely to target educational institutions (6.4%) and more than
three times as likely to target violent political parties (4.4%), organizations that have at
timesofengaged
in both electoral
politics
terrorist
Source: Annex
Statistical Information
Country Reports
onand
Terrorism
2013, violence.
US State Department, April 2014, p. 6.
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Ten Perpetrator Groups with the Most Attacks
Worldwide, 2013

•

Of the attacks for which perpetrator information was reported, more than 20 percent were
attributed to the Taliban, operating primarily in Afghanistan. In addition to carrying out the
most attacks, the Taliban in Afghanistan was responsible for the greatest number of
fatalities in 2013.

•

Along with the Taliban in Afghanistan, five other groups carried out attacks that were more
lethal than the global average (1.84 people killed per attack) in 2013: Boko Haram, al-Qa’ida
in Iraq (AQI)/ Islamic State of Iraq and the Levant, Tehrik-i-Taliban Pakistan (TTP) and alQa’ida in the Arabian Peninsula

Source: Annex of Statistical Information Country Reports on Terrorism 2013, US State Department, April 2014, p. 6.
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Pakistan: Low World Bank Rankings of
Governance, Violence, and Stability

The inner, thicker blue line shows the selected country's percentile rank on each of the six aggregate governance indicators.
The outer, thinner red lines show the indicate margins of error.
Source: Kaufmann D., A. Kraay, and M. Mastruzzi (2010), The Worldwide Governance Indicators: Methodology and Analytical Issues
The Worldwide Governance Indicators are available at: www.govindicators.org
Note: The Worldwide Governance Indicators (WGI) are a research dataset summarizing the views on the quality of governance provided by a large number of
enterprise, citizen and expert survey respondents in industrial and developing countries. These data are gathered from a number of survey institutes, think tanks,
non-governmental organizations, international organizations, and private sector firms.
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UN Pakistan Human Development Indicator
Ranking
(Minimal growth, Only 146th in the World in 2014)

http://hdr.undp.org/en/countries/profiles/PAK
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Key Pakistan UN Human Development Indicators

http://hdr.undp.org/en/countries/profiles/AFG
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Looking Towards the
Future
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Formidable Development Challenges

World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014, p. 4.
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Possible Options; Key Issues for Attention
Options; Key Issues for Attention

World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014,
p. 9.
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Restoring fiscal stability: Revenues need to ris
significantly, but will require bold reforms

World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014,
p. 10.
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Tokyo Conference and Development Challenges:
The Financing Gap

World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014, p. 5.
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The World Bank Projects Rising
Dependence on Foreign Aid and Grants
Through 2018

World Bank, Afghanistan: Economic Update. The World Bank, 91691, October, 2014, pp. 13.
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Going forward: Restore Confidence
and Support Development


World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014,
p. 15.
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Going Forward: Restore Confidence
and
Creating Private Sector Jobs



World Bank, Afghanistan: Transition Economics Update. The World Bank November 27, 2014,
p. 15.
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SIGAR on Rising Violence Levels: 2013-2014

According to the UN Secretary-General, the conflict in Afghanistan continues to intensify. In his
September 9 report to the UN Security Council, the Secretary-General said insurgent groups,
international terrorists, and associated networks took advantage of the protracted electoral crisis and
political uncertainty to mount major assaults around the country… the number of security incidents
continued to increase, with this period reflecting the second-highest level of violence, after 2011,
since the fall of the Taliban.
The majority of the security incidents once again occurred in the south, south-east, and east. 1 The
UN recorded 211 assassinations and 30 failed assassination attempts, an increase of 7.1% for both
over the same period in 2013. Armed clashes (47.3%) and improvised explosive device (IED) events
(29.1%) accounted for 76.4% of all security incidents.

The UN reported that some insurgents attempted not only to capture but also to hold territory
through the use of “swarm attacks” consisting of several hundred attackers attempting to overwhelm
district administrative centers and security checkpoints.
Afghan and American commanders say the ANSF is holding well near main cities, but are being
tested as more remote districts come under heavy attacks. Afghan interior minister Mohammad
Omar Daudzai testified to the Afghan parliament that the past six months had been the deadliest of
the 13-year-long conflict, with 1,368 ANP personnel killed and 2,370 wounded since the beginning of
the current Afghan year. Police casualties have generally run at twice the level of Afghan Army
casualties
through
much
of the
SIGAR, Quarterly
Report
to Congress,
October
30,war
2014, pp. 90-91.
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