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Introduction  

Afghanistan’s economic condition can be understood, foremost through 

understanding the ‘rentier state’ concept. Thus, the reason why more than 50% 

dependence from outside sources makes the state vulnerable can be 

explained through the idea of ‘rentier state’ in the subsequent sections. The 

word ‘outside’ is when there the actual control of finances of the country is not 

really in the hands of the executive powers of the concerned government, as 

is the case in Afghanistan.  Then, the positive and negative impacts on the 

economy are discussed during Ashraf Ghani’s period. And, concerning the 

current Taliban regime, there’s a detailed analysis on the recent foreign 

reserves stoppage and drawing in the background history of revenue 

generation through reports. Thus, deciphering the functioning of the way 

ahead by critically taking in the purview of food insecurity through all the 

dimensions responsible.  

What does one understand by the meaning of 'Rentier State'? 

The basic definition of the term 'rentier state' as espoused by the Iranian 

Economist Hossein Mahdavy in the 1970s is when a nation's precious resources 

are sold to other countries, i.e., other businesses or governments. Thus, one of 

the countries that fall within the confines of this definition is Saudi Arabia since 

it's selling oil to other countries. Hence one can understand this concept with 
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the help of Barnett Rubin's work on The Fragmentation of economics, which 

has been described as foreign aid for keeping its economy afloat.1 Since 70% 

of the Afghan government's money comes from outside sources.2 Thus, the 

immediate usage of cash requires a liquid basis, so it can be used to allocate 

it to different actors that help run the administration, such as the civil servants, 

etc. 

The Economic reforms introduced by Ashraf Ghani: 

Ashraf Ghani had acquired extensive expertise through fieldwork during his 

time at the World Bank. Thus, by being an anthropologist, he understood the 

situation of Afghanistan and critically analysed it to find out the solutions that 

could be accommodated within the 

structures of the Afghanistan society and 

ameliorate the economic condition. 

Although, that wasn't able to uphold the 

country's political unity, which eventually led 

to the collapse of the Afghan republic. 

However, during the World Bank 

Presidentship of James Wolfensohn in 1995, 

there was a project on how liberalization 

policies are not favourable for the countries 

falling under the purview of the developing 

stage, especially Africa and Latin America 

and thus made their economy weaker.3 

Therefore, stopping the money flow from external sources such as foreign 

investors is harmful. 

 

When Mr Ghani was a finance minister (2002-2014), he initiated a particular set 

of economic reforms to stabilise Afghanistan's economy. This was through the 

introduction of a new currency, digitalising the recording operations of 

treasury, changing the tax structure and budget making. This reform worked 

on a regional basis by transferring powers to the village council, and hence a 

similar model can be imitated by other countries. The programme's name is 

 
1Afghanistan as a Rentier State Model: Lessons from the Collapse, G.D. Bakshi,Officer,Indian Army 

http://www.idsa-india.org/an-aug8-8.html 

 
2 “What is a Rentier State”, The Hindu, Jun 6, 2017. 

3 Packer, George, “Letter From Kabul: Afghanistan’s theorist in Chief”,The New Yorker, Jun 27, 

2016. https://www.newyorker.com/magazine/2016/07/04/ashraf-ghani-afghanistans-theorist-in-chief 

 

When Mr Ghani was a 

finance minister (2002-2014), 

he initiated a particular set of 

economic reforms to 

stabilise Afghanistan's 

economy. This was through 

the introduction of a new 

currency, digitalising the 

recording operations of 

treasury, changing the tax 

structure and budget 

making. 

http://www.idsa-india.org/an-aug8-8.html
https://www.newyorker.com/magazine/2016/07/04/ashraf-ghani-afghanistans-theorist-in-chief
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the National Solidarity program (NSP). A considerable amount of money, i.e., 

more than $20,000, was allocated to the Afghan villages for the region's rural 

development. Then, venturing into the Telecom sector by making licensing 

transparent and generating around 200 million dollars revenue. Then, through 

the presentation and explanation of the 'Securing Afghanistan's Future Plan’, 

Ghani raised 8 billion dollars from the donors.4 He also paved the way for the 

National Export Strategy to increase trade employment creation, removing 

poverty and increasing stabilisation. 5 

Economic Relations with China 

In 2014, Ghani had a vision to economically engage with neighbouring 

countries and collaborated with China. Thus, at the same time, he advocated 

for secure, safe and long-term deals with China to enhance regional and 

economic connectivity. Therefore, China's engagement can be seen in 

Afghanistan through an investment of approximately 4 billion dollars in copper 

fields of the Logar region and oil fields of the Amu Darya region. In addition to 

this, it paved the way for transportation such as the Five Nations Railway 

program of linking China, Kyrgyzstan, Tajikistan, Iran and Afghanistan. Many 

projects were set up by incorporating China, such as formal association 

through Partnership agreements of custom free trade in 2017 and Chinas-

Afghanistan Air Corridor to integrate merchandise exports with the Chinese 

market.6 

Negative Impact of the crisis on Afghans 

The poverty ratio was within 36% in 2008 when GDP was performing well. As 

analysed through the World Bank Report, the real problem was the declining 

expenditure bracket of the poor section due to a decrease in income. And, 

simultaneously more than double increase in the expenditure of upper section 

due to appreciating income. Hence, statically the reasons deciphered are 

illiteracy, unemployment, informal sector jobs and lack of sanitation in the poor 

 
4 “World Leaders Forum: Dr. Muhammad Ashraf Ghani”, Columbia University. 

https://worldleaders.columbia.edu/directory/dr-mohammad-ashraf-ghani 

5 “Press Release-International Trade Centre”. Apr 5, 2018. https://www.intracen.org/news/Afghan-

government-endorses-development-of-export-strategy/ 

 
6 Pandey, Shubhangi, “Understanding China’s Afghanistan Policy : From calculated indifference to 

strategic engagement”, Observer Research Foundation (ORF), Aug 6, 2019’. 

https://www.orfonline.org/research/understanding-chinas-afghanistan-policy-from-calculated-

indifference-strategic-engagement-54126/ 

 

https://worldleaders.columbia.edu/directory/dr-mohammad-ashraf-ghani
https://www.intracen.org/news/Afghan-government-endorses-development-of-export-strategy/
https://www.intracen.org/news/Afghan-government-endorses-development-of-export-strategy/
https://www.orfonline.org/research/understanding-chinas-afghanistan-policy-from-calculated-indifference-strategic-engagement-54126/
https://www.orfonline.org/research/understanding-chinas-afghanistan-policy-from-calculated-indifference-strategic-engagement-54126/
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areas of the society. These economic shocks faced by the people are multiple 

and continuous.7 

 

         
Image Source: CTV News 

Corruption 

The analysis from the American Progress Report suggests that corruption is one 

factor that has remained constant and embedded in the system throughout. 

Thus, percentage statistics appropriated from United Nations Office on Drugs 

and Crime pinpoints that judges, municipal officers, custom officers and police 

officers are the most corrupt. Moreover, the rate of corruption has steadily 

been on the rise, as depicted from the survey done by the Asia Foundation on 

the Afghan people between 2006-2014 by making a jump from 40% to 60%. 

Thus, as a solution, there has been legal backing provided through ratifying the 

United Nations Convention against Corruption and establishing High Offices for 

maintaining anti-corruption in 2008.8 But, this has been done to no avail, as the 

numbers suggest that there seems to be no actual improvement in society. 

 
7 Poverty Reduction in Afghanistan: Despite Economic Growth, Widening Inequality”, World Bank.  

8 Mary Beth Goodman & Trevor Sutton , “Tackling Corruption in Afghanistan : It’s now or never”, 

American Progress, Mar 17, 2015. https://www.americanprogress.org/article/tackling-corruption-in-

afghanistan-its-now-or-never/ 

 

https://www.americanprogress.org/article/tackling-corruption-in-afghanistan-its-now-or-never/
https://www.americanprogress.org/article/tackling-corruption-in-afghanistan-its-now-or-never/
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Present Scenario under Taliban Regime  

In the current scenario, there is a complete 

stoppage of funds from the US and Germany 

amounting to 9 billion dollars and 200 million 

dollars in the foreign exchange reserves 

basket. And International Monetary Fund 

(IMF) also stopped the flow of money falling 

within the bracket of Special Drawing Rights. 

Thus, this cumulatively amounts to 50 % of the 

GDP.9 Now, it is critical to understand Foreign 

Reserves and Special Drawing Rights. In 

simple terms, the meaning of foreign reserves 

showcases a country’s financial soundness, 

i.e., to say that efficient monetary policy is 

held as assets by the central bank in foreign 

currencies. Thus, they can balance out the liabilities that negatively affect the 

economy.10 This backup mechanism held in different currencies can work to 

stabilise the economy. But the economic shock absorber in the case of 

Afghanistan is not in a healthy position. 

To understand the terminology of Special Drawing Rights for the borrower 

country, it is essential to know that it acts like a loan that must be returned with 

due interest rate. And there are certain conditionalities that are imposed upon 

the borrower state, which needs to be duly respected. To elaborative, the 

concept of SDR comprises of currencies, so the dominant position is given to 

US dollar and Euro, which comprises 40% of each and other currencies such as 

Chinese Yuan and Japanese Yen comprising the lower percentages.11 But, to 

understand this, it is essential to grasp that the more Afghanistan’s national 

 
9  Inbar Pe’er, “Afghanistan’s economy under the Taliban: the challenges ahead”, Atlantic 

Council.Sep 9,2021. https://www.atlanticcouncil.org/blogs/afghanistans-economy-under-the-taliban-

the-challenges-ahead/  

10 Marshall Hargrave , “Why Countries Hold Foreign Exchange Reserves”, Investopedia ,Sep 29, 

2020. https://www.investopedia.com/terms/f/foreign-exchange-reserves.asp 

11 Kenton, Will, “Special Drawing Rights”, Investopedia, Jun 24, 2021. 

https://www.investopedia.com/terms/s/sdr.asp 

 

The percentage statistics 

appropriated from United 

Nations Office on Drugs and 

Crime pinpoints that judges, 

municipal officers, custom 

officers and police officers 

are the most corrupt. 

Moreover, the rate of 

corruption has steadily been 

on the rise, as depicted from 

the survey done by the Asia 

Foundation on the Afghan 

people between 2006-2014 

by making a jump from 40% 

to 60%. 

https://www.atlanticcouncil.org/blogs/afghanistans-economy-under-the-taliban-the-challenges-ahead/
https://www.atlanticcouncil.org/blogs/afghanistans-economy-under-the-taliban-the-challenges-ahead/
https://www.investopedia.com/terms/f/foreign-exchange-reserves.asp
https://www.investopedia.com/terms/s/sdr.asp
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currency loses its value or depreciates, the stronger the US dollar will be, thus 

making return an expensive measure. 

Taliban’s Income (in million dollars): 

Income Generation (in million dollars) From: Sectors 

416 Opium and Drugs Trade 

400 Mining 

240 Donations 

240 Exports 

160 Extortion 

Source: The Times of India, Aug 18, 2021. 

The above tabular description of the income generation of Taliban depicts 

that more than 50% of the revenue generation comes from opium trading and 

selling narcotic drugs. In consonance with this is the taxation extraction that 

the Taliban does at every stage, such as 10% tax put upon the farmer 

cultivating opium, real estate businesses in Pakistan and private donors from 

countries like Saudi Arabia, Qatar, etc.12 

Taliban’s Budget 2021 (insights predictability): 

▪ Focus on Domestic Revenue  

▪ Collection – 26 billion Afghanis =1, 850 crores INR (conversion on the 

present rate) 

 

These are the points on which the focus will be by the current Taliban regime, 

but there has been dwindling currency value from 80 Afghanis to 130 Afghanis 

against dollars. This showcases an unstable domestic economy. Hence even 

by reduction of taxes and not having external sources will affect the economy 

to a great level.13 

Inflation 

A closer look at inflation in October 2021 portrays a very critical picture, the 

fuel prices have hiked within the range of 20-40%. And, not just fuel, there is a 

 
12 “Who are the Taliban , and how they earn their money”, The Times Of India, Aug 18, 

2021.https://timesofindia.indiatimes.com/world/south-asia/who-are-the-taliban-and-what-keep-filling-

their-coffers/articleshow/85375490.cms 

 
13 Taliban government prepares the new Afghan Budget without Foreign Aid”, The Economic Times, Dec 17, 

2021. https://economictimes.indiatimes.com/news/international/world-news/taliban-govt-prepares-new-afghan-

budget-without-foreign-aid/articleshow/88340540.cms  
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considerable amount of increase approximately by 50 % in essential food items 

such as flour, vegetables, etc.14 

        

Source: Hindustan Times 
 

What is Food Insecurity? 

Food insecurity stands for 

the unavailability of food 

by not having adequate 

resources in procuring 

food and the forced 

reduction in the quality 

and quantity of food. But, 

there are variants to this definition of food insecurity, i.e., not eating the right 

nutritious and healthy food that leads to undernourishment.15 

 

Hence, particularly in Afghanistan, food insecurity is due to natural climatic 

conditions such as La Nina. Thus, La Nina cools down the water than average 

in the Eastern Pacific Ocean has a reverse impact on Central Asia and East 

Africa by causing less rainfall. Hence, this creates cyclic implications by 

reducing the production of natural crops such as wheat and indirectly harming 

the productivity of the livestock. Thus, La Nina activity is equivalent to causing 

 
14 Glinski, Stefanie, “Afghanistan’s economic free fall”, Foreign Policy, Oct 5, 2021. 

https://foreignpolicy.com/2021/10/05/afghanistan-economy-poverty-crisis-taliban 

 
15“Hunger and Food Insecurity : Food and Agriculture Organization”, https://www.fao.org/hunger/en/ 

The other grave concern is the 

undernourishment of the children, wherein 

stunting is more prevalent in Afghanistan. And 

the comparison of average stunting rate in Asian 

countries is close to 21% compared to 

Afghanistan's stunting rate of around 35%. 

https://foreignpolicy.com/2021/10/05/afghanistan-economy-poverty-crisis-taliban
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droughts and exacerbating the problems in the standard cultivation. So, this 

phenomenon is just one of the factors driving food insecurity.16 

 

The other grave concern is the undernourishment of the children, wherein 

stunting is more prevalent in Afghanistan. And the comparison of average 

stunting rate in Asian countries is close to 21% compared to Afghanistan's 

stunting rate of around 35%. There have been specific initiatives taken to rectify 

the health system by implementing a project called Sehatmandi, which was 

run with the help of the World Food Programme and UNICEF by providing 

requisite nutrition counsellors, which helped create awareness on nutrition 

quotient that needs to be followed.17 

 

Conclusion 

The way ahead should be organizing, structuring and allocation. Thus, the 

National Solidarity Program providing fund allocations to the village 

community is an effective method of rural development. But, at the same time, 

there are certain ifs and buts of corruption that needs to be checked and 

controlled as money generation through extortion cannot lead to a positive 

way forward or build daily domestic revenues. Thus, legitimate support from 

outside sources like the Afghan Non-Profit Safety and Risk mitigation 

Organization (SRMO)18 will help develop the nation's economy. Therefore, a 

deep analysis of the suitability and accommodativeness of the structure 

adopted in Afghanistan is necessary. Anything having a colonization effect is 

a poor path to move forward since it makes the economy dependent and 

vulnerable.  

 

 

 
16What the Taliban Take over means for food security in Afghanistan”, Centre for Strategic & 

International Studies (CSIS), Sep 27, 2021. https://www.csis.org/analysis/what-taliban-takeover-

means-food-security-afghanistan 

 
17 “Explained: What is causing acute food insecurity in Afghanistan?”, The Indian Express, Oct 26, 

2021. https://indianexpress.com/article/explained/explained-what-is-causing-acute-food-insecurity-in-

afghanistan-7590402/ 

 
18 “Freedom House, Afghan and International NGOs Launch the Afghanistan Human Rights Coordination 

Mechanism” , Freedom House, Jan 27,2022.https://freedomhouse.org/article/freedom-house-afghan-and-

international-ngos-launch-afghanistan-human-rights-coordination 

https://www.csis.org/analysis/what-taliban-takeover-means-food-security-afghanistan
https://www.csis.org/analysis/what-taliban-takeover-means-food-security-afghanistan
https://indianexpress.com/article/explained/explained-what-is-causing-acute-food-insecurity-in-afghanistan-7590402/
https://indianexpress.com/article/explained/explained-what-is-causing-acute-food-insecurity-in-afghanistan-7590402/
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