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Paper 

State-building in Afghanistan Are Reforms Sustainable 
Umar Riaz 

Post-conflict Project1 of State-building in Afghanistan 

The post-conflict project in Afghanistan started with conflicting aims2 after the fall of the Taliban regime 

in 2001. The process of state-building can be divided into three phases. The first phase started with a 

quasi-hybrid peace-building operation,3 Bonn Agreement,4 which was endorsed by the United Nations.5 

Cost estimates for the initiative were incorporated in a document titled ‘Securing Afghanistan’s Future’ 

(2004) and a 10-year plan for legal reforms called ‘Justice for All’ (2005). The second phase began with 

signing of the Afghan Compact6 in London with commitments worth $10.5 billion for the next five years 

by 60 states.7 The reforms formulated three critical pillars, aiming for the political, economic and social 

overhaul of the country.8 However, de-facto power of warlords and resurgence of Taliban meant that 

liberal state-building clashed with security imperatives and liberal peace builders had to act ‘illiberally’.9  

The informal but significant third phase started in 2009 with renewed commitment to Afghanistan by 

the US and coincided with a rise in insurgency in Afghanistan.10 This stage was marked by a surge in 

troops and resources11 with increased short-term, development-oriented military engagement at the 

local level that has achieved mixed results.12 Many commentators had questioned the effectiveness of 

this surge in troops, referring to the earlier Soviet experience in Afghanistan13 but given the levels of 

insecurity and inadequate domestic security in Afghanistan, there were few other alternatives available. 

This paper tries to answer the question whether the reforms aimed at state-building in Afghanistan are 

sustainable. The answer lies in answers to some other questions, such as what were the factors or 

conditions which led to three decades of conflict in Afghanistan and which are sustaining the present 

insurgency? Another question is regarding the viability and coverage of the ongoing reforms and 

whether these reforms address the sources of instability.  

The paper is divided into five sections. The first section identifies the afore-mentioned fault lines in 

Afghanistan’s system. The second explains the security sector reforms and their impact as well as the 

effect of the reforms on ‘warlordism’ and insurgency. The third section details the effect of political 

reforms and how these have addressed political instability. Economic reforms are covered in the fourth 

section with an analysis of the role of foreign aid and domestic revenue generation. The last section 

contains conclusions of the analysis. 

1. State-building and Sources of Instability in Afghanistan 

There is general consensus in the extensive literature on state-building that the state has three core 

functions; providing security, and ensuring representation and welfare of the people through resource 

distribution.14 Capacity in these areas is deemed to cloth the state with legitimacy, and in the absence of 

that the state remains ‘fragile’ or ‘failed’.15 The sources of instability in Afghanistan loosely coincide with 

the core theoretical functions of the state and their continued presence would make a stable Afghan state 

highly improbable. 
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1.1 Factional Polarization and Political Instability  

Despite many ups and downs, Afghanistan has for most of its known history16 remained a 

heterogeneous and tribal state having multiple and conflicting legal, cultural and political systems.17 

The politics worked on the basis of two networks, tribal and religious, with the latter gaining 

prominence after the 1979 Soviet invasion.18 Afghanistan’s ‘sub-national administration’ emerged 

during the reign of Amir Abdul Rehman (1880-1901), who laid the foundation of divide-and-rule 

tactics,19 which were used again in 1967 by creating more non-Pashtun provinces and ultimately 

mobilized communities against each other.20 Armed militias or warlords have thus become an integral 

part of this sub-national administration and a perpetual source of instability and conflict. The Afghan 

civil war (1992-1996) was a result of the embedded factionalism when all the regional fiefdoms 

matched each other in strength and foreign support but none had nationwide presence,21 resulting in 

destruction of infrastructure and paving the way for a Taliban takeover. 

1.2 Internal Security and Lack of Order 

The 1960s and 1970s were decades of relative security and peace in Afghanistan with the exception 

of a power struggle at the top. The Soviet invasion of Afghanistan heralded a civil war which at its 

peak forced more than 5 million Afghans to become refugees and caused countless deaths. The 

Taliban expanded their control over Afghanistan rapidly and succeeded in establishing law and 

order, mainly because of a popular yearning for order and security.22 They claimed to unify the 

country with 90 percent of Afghanistan under their control,23 but their rule brought further 

insecurity for vulnerable segments, such as women, religious minorities and those disagreeing with 

the Taliban’s interpretation of religion.24 

However, despite substantial presence of international forces and rapid increase in local forces, security 

problems in Afghanistan seem to be aggravating.25 Terrorists’ attacks have resulted in more than half of 

the conflict-related civilian casualties, which the UN confirms have risen sharply.26 Lack of security for 

Afghans and foreigners is reflected in tripling of armed attacks in the country from 1,558 to 4,542 in just 

two years from 2006.27 It did not help matters that two-third of the casualties caused by the government 

occurred in errant international air strikes.28 The latest annual survey by Asia Foundation has found that 

as in previous years security remained the main concern for the majority of the Afghan people and that 

18 percent of those interviewed reported to be victims of violence,29 and that an equal number of 

Afghans were victims of violence by Taliban and by the international forces.  

The international coalition responded to the security situation by increasing the number of foreign 

troops on the ground in 2009, but the year still proved to be the deadliest for foreign and Afghan forces, 

with about 1,000 Afghan security forces personnel and 500 foreign troops killed.30 The assassination of 

Osama bin Ladin is being touted as a major victory in the war on terror, but its impact on the insurgency 

in Afghanistan remains to be seen, with almost the entire Taliban leadership still intact. 
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1.3 Dependent Economy 

Prior to 1979, Afghanistan’s rulers made few efforts to make the economy viable and independent31 and 

relied on foreign assistance and, to a small extent, on gas revenues to sustain the economy. Afghanistan 

thus kept lagging economically and the country was little more than a subsidized buffer state depending 

on foreign sources to maintain peace or fight civil wars, with poppy as a sustained economic source, 

which even now makes up for two-fifth of the country’s real GDP.32 With the state seen as a buffer 

between Russia and British India, the rulers played both powers against each other to extract resources 

from them.33 During the comparatively stable period for Afghanistan from 1933 until 1978, the focus of 

modernization was on infrastructural development rather than on enhancing the productive capacity34 

and modernization seemed to be targeted towards the needs of the ruling elite.35 Domestic revenues 

remained between 6 or 7 percent of the GDP with security and communications consuming more than 

60 percent of the budget36 and the bulk of the government expenditure financed by foreign aid.37 

The resistance movement in the 1980s ran a parallel economy funded by the US, Saudi Arabia and 

Pakistan, while the Kabul government’s economy was funded by the Soviet Union, which sustained it 

even after the withdrawal of Soviet troops, until 1992. The disintegration of the Soviet Union also led to 

the collapse of the communist government in Kabul which by that time had become unable to even 

ensure provision of food supplies to the population. The economy of the 1990s was a typical example of 

a failed state with the collapse of monetary, fiscal and exchange rate regimes, destruction of 

infrastructure and shifting of trading activity to regional centers like Herat, Mazar-e-Sharif and 

Kandahar. The task before the international community after 2001 was not just to provide basic services 

and restore communication links, but also to revive the productive capacity of the state so that it is able 

to sustain itself without foreign support.  

2. Security Sector Reforms 

This section offers a brief overview of the coverage of different components of security sector reforms, 

such as army, police, and DDR (demobilization, disarmament and reintegration) in light of the two main 

challenges to security, i.e., insurgency and warlordism. The section also includes analysis of the 

effectiveness and sustainability of these reforms. 

The security sector received a superficial and vague mention in the Bonn Agreement when reference 

was made to extension of authority over militias and formation of a ‘judicial reform commission’.38 It 

took additional emphasis by President Hamid Karzai39 and a spike in the insurgency to evoke 

renewed international interest in the security sector reforms. However, the short-term counter-

insurgency focus of these reforms has deprived the process of realizing the long-term goal of a 

sustainable, stable and accountable security apparatus.40 The Afghanistan Compact brought the earlier 

lead donor system41 of the security sector reform to a close and reforms have been taken over by a 

joint board of the Afghan government and the UN,42 but the US remains the main contributor, 

financing the majority of security reforms.43 

2.1 Military Reforms 

Military reform was the most well-resourced pillar of the security sector reform agenda, consuming $3.5 

billion until 2005, compared to $900 million for the police.44 Initially, there was some disagreement over 
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the strength of the army. Qasim Faheem, the Afghan defense minister at the time, wanted to merge his 

militia into the army and advocated for a force of 200,000 while NATO favored a 50,000-strong Afghan 

army. Eventually, it was decided that the Afghan National Army (ANA) would have 70,000 troops.45 

The current strength of the ANA is 138,000, with a target of 171, 000 by October 2011. Contrary to earlier 

claims,46 the army is considered poorly trained,47 and its sustainability in terms of the economic 

conditions and its coverage of the area after the announced handover to Afghan forces in 2014 remains 

highly doubtful.48  

The ANA has also been a victim of chronic ethnic factionalism right from its inception, when 90 of the 

first 100 generals were ethnic Tajiks,49 an imbalance which was addressed by a quota system in 2003 but 

Pashtuns and Hazaras still complain about under-representation. An expansion in the insurgency has 

also caused extensive desertions in the army with around 40 percent troops of a typical battalion always 

absent without leave and it is estimated that 20 percent of the troops would not enlist again after their 

three-year contract expires.50 

2.2 Police Reforms 

The process of police reform was formally launched in Afghanistan with Germany as the lead nation 

opening the German Police Project Office (GPPO) in April 2002 but development of the initiative has 

remained lackluster.51 The US joined the process in 2004 with the award of a contract to set up a Central 

Training Center (CTC) and seven Regional Training Centers (RTCs).52 The US interest resulted in 

provision of more resources53 and the number of police personnel was projected to reach 130,000 by the 

end of the year 2010.54 

Despite the recent emphasis, police remain a corrupt, incompetent, fictionally divided55 and illiterate56 

force unable to provide basic security to citizens, much less have an effective counter-insurgency role.57 

Most of the 31 police generals chosen by the Combined Security Transition Command-Afghanistan 

(CSTC-A) in 2005, have been fired, jailed or forced to flee the country amid charges of corruption.58 

Many experts are of the view that inefficiency and indiscipline of the police played an important role in 

turning large sections of the population away from the government and towards the insurgents.59 

Furthermore, there is still confusion about the future role of police, mainly whether the force would 

focus on community policing or act as ‘light infantry’.  

The police reforms, which is the focal point of the exit strategy of international forces, are short term and 

fragile, in addition to being badly coordinated and beset by delays. In March 2010, less than 12 percent 

of police units were considered capable of operating on their own despite an investment of over $6 

billion since 2001.60 Ad-hoc and quantitative programs, such as Focused District Development and 

Police Mentor and Liaison Teams, have failed to incorporate the need for community policing or long-

term sustainability of police as an institution.61 

2.3 Judicial Reform 

Judicial reforms are the most neglected part of the reform process since the international intervention in 

Afghanistan and received scant mention at the initial Bonn and Tokyo conferences as well as at the 2006 

London Conference. This lack of attention to the justice sector is not surprising given the short-term 

security goals as compared to a long-term investment in the criminal justice system.62 The judiciary is 
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still dominated by the clergy, which plays a central role in determining and undermining the legitimacy 

of governments.63 Little effort has been made to reconcile the formal and informal justice systems,64 

leaving the system in the shambles.65 

Following the Rome Conference, the Afghan government has also adopted a transitional justice plan 

for peace, justice and reconciliation.66 However, there are apprehensions that the program may 

become a device to victimize those who were part of the resistance against the Taliban as all the other 

groups have either become part of the government or are insurgents who are being encouraged to lay 

down their weapons and hold negotiations with the government.67 The Taliban continue to practice 

their brand of justice in the south, taking advantage of the weak and corrupt official justice system.68 

According to estimates by the United Nations, the formal courts in Afghanistan cover only 20 percent 

of all judicial functions and are discredited by rampant corruption and widespread impunity.69 It is a 

major stigma for the judicial system that victims of ‘collateral damage’ in air strikes have no legal 

recourse. Rule of law and due process have been further undermined by allowing NATO forces to kill 

narcotics traffickers without any legal process. 

2.4 Demobilization, Disarmament and Reintegration 

The process of demobilization, disarmament and reintegration (DDR) has been widely seen to be flawed 

and has contributed to fragmentation and insecurity in Afghanistan.70 The warlords in the Northern 

Alliance were important players in the Bonn process and managed to exclude provisions regarding 

disarmament.71 The agreement only stated that “upon the official transfer of power, Afghan armed 

forces and armed groups in the country shall come under the command and control of the Interim 

Authority, [and] be re-organized according to the requirement of the new Afghan security and armed 

forces.”72 These vague provisions about reorganization, without any enforcement mechanism, doomed 

the DDR process. 

Militia commanders also managed to subvert the process73 by getting their men absorbed wholesale into 

the government or transformed into ubiquitous security companies.74 A regular DDR program, called 

Afghans New Beginning Program, was launched in 2003 to disarm and reintegrate 100,000 members of 

Afghan militias. The figure was later reduced to 40,000 but the number of those disarmed under the 

program remained around 10,000.75 The DDR program gave way to Disarmament of Illegal Groups 

Programs, these included the National Independent Reconciliation Commission, launched in 2005 with 

Sibghatullah Mujaddedi as its chairman in order to reintegrate former fighters.  

Other programs including the Afghan Social Outreach Program and Allegiance Program were largely 

regarded as failures76 with the emergence of ‘revolving-door reintegrees’.77 The strength of militias in 

Afghanistan is still around 120,000, according to the ANBP database, with larger groups regarded as a 

threat to the government.78 With the $1.3 billion Community Defense Initiative by the US in 2009, which 

succeded the Afghan Public Protection Program, the disarmament drive took a different turn, as local 

militiamen were rearmed to fight against the Taliban.79 

2.5 Sustainability of Security Sector Reforms 

Afghanistan has received unprecedented international attention (from the UN, 60 donor states, 18 

international agencies and 150 NGOs),80 military commitment (140,000 security personnel from 40 
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countries)81 and $15 billion in aid since 2001,82 but even NATO estimates suggest that 200 of the 399 

Afghan districts are sympathetic to, or controlled by, anti-government forces and 32 out of 34 Afghan 

provinces have shadow Taliban governors.83  

The sustainability of security reforms in Afghanistan is continuously questioned on three grounds. First 

is the issue of financial sustainability, as now the cost of maintaining the 200,000-strong Afghan security 

forces is around $3.5 billion, with $2.5 billion for the army and $1 billion for the police.84 The number of 

security personnel is slated to be around 300,000, including 170,000 army and 120,000 police personnel 

by the end of 2011. That means that the country would have to bear a cost many times more than its 

domestic revenue of $910 million and the cost would remain unsustainable even if the GDP and revenue 

collection are doubled.85 An Afghan army fully trained and equipped by the US can only be a 

transitional measure and would pose political problems in the long run.86 The state of the police is 

equally fragile with less than 12 percent police units capable of operating on their own, despite an 

investment of $6 billion since 2001.87 Ad-hoc programs such as Focused District Development and Police 

Mentor and Liaison Teams have failed to incorporate community policing or even ensure long-term 

sustainably of police.88  

The second issue in security sector sustainability is the lack of control by the Afghan government, which 

has been frustrated by proxy warlords.89 Despite the presence of international troops and a large number 

of Afghan security forces personnel, Kabul’s control remains minimal, which is fast eroding the 

confidence of the people in the government’s ability to ensure long-term peace and stability and 

negotiations with the Taliban are seen as the inevitable outcome. 

Coherence and unity of command in Afghan Army is the third question mark as Afghan security forces 

have traditionally switched loyalties whenever the patronage system to maintain the loyalties has 

broken down.90 This pattern could re-emerge when external budgetary support contracts, leaving the 

state vulnerable in the hands of forces with questionable discipline.91 Ethnic divisions in the army are 

another risk as the main areas of operation and troop deployment are mainly confined to the Pashtun 

belt, while the force is largely deemed to consist of Northern Alliance sympathizers. 

3. Political Reforms 

Even before the decades of conflict, Afghanistan had struggled with political stability and democratic 

overtures.92 Barfield describes the situation as a stalemate where no one could achieve power or 

legitimacy to restore political order without resorting to continued armed conflict.93 In the post-Taliban 

settings, order has been enforced by international forces and citizens are mere recipients rather than the 

driving force. Whether that has altered the political structure and would the arrangement survive after 

the departure of the coalition forces are questions that demand a thorough examination of political 

reforms. 

The present political reforms commenced with ‘warlord democratization’,94 by involving those militia 

commanders who fell on the right side of the war on terror. Dependence of the state on donors for 

support and policy making has made Afghanistan a classic case of imposed ‘shared sovereignty’.95 

Lack of accurate information about the demography of Afghanistan has also undermined the political 

process. Most of the Afghan governments, including the present one, have avoided holding a census, 
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content with persistence with the historical claim of Pashtun majority in Afghanistan even though 

there are considerable difference among various estimates of the population. 

3.1 Elections and Role of Parliament 

Elections in Afghanistan have often been touted as a success story with three elections held in the last 

five years, but even optimistic observers acknowledge a limited role of the legislature. The answer to the 

gap between performance and expectation lies in the electoral system. The rare and controversial 

electoral system of single non-transferable voting (SNTV)96 is considered a disservice to Afghans who 

deserve a clean and transparent legislature.97 Political parties are allowed in Afghanistan but the election 

system prevents them from fielding candidates formally.98  

In the last elections, in spite of the government’s estimates that 1,100 candidates had links with armed 

groups, only 34 were disqualified, largely because of poor vetting.99 Out of 249 deputies, 40 were 

militant commanders, 24 were linked to criminal gangs, 17 were drug traffickers and 19 faced allegations 

of involvement in war crimes.100 The parliament, however, promulgated legislation that gave amnesty to 

anyone involved in armed conflict in the last 25 years.101 The voters’ turnout in the elections has also 

been on the decline and after an extraordinary 70 percent in the 2004 presidential election, it was just 30 

percent in the last elections. The 2009 presidential elections were a real low point for Afghan politics as 

one-third of the ballots were alleged to be tainted by fraud.102 

3.2 Horizontal Power Sharing and Role of Ethnic Factions 

Ethnic ties, as the theory goes, are stronger, more durable and more rigid than ordinary political 

groupings and likelihood of violence is very strong in countries such as Afghanistan, which have one 

ethnic majority and several small minorities.103 Ethnic diversity in Afghanistan has historically created 

competing power centers and in the post-Taliban reforms, all factions competed in a zero-sum game for 

gaining a foothold at the cost of others.104 Johnson argues that the fragmentation of society would 

continue until the control of government by one dominant group or ethnic politics makes way for 

increased internal conflict.105 

In Afghanistan, erstwhile militia commanders and modern-day warlords have maintained their 

legitimacy, resources and support by taking advantage of the security situation and the state’s 

weakness and have been accepted as politico-military actors in the otherwise liberal state-building 

process.106 The state on the other hand is trapped in a real catch-22, torn between the goal of liberal 

democracy and co-option of warlords for survival. President Karzai has thus kept the political 

arrangement fluid by rotating rather than removing the leaders involved with military groups and/or 

the drug economy.107 

3.3 Vertical Power Sharing and Center-Periphery Relations 

The unitary state created by the 2004 Constitution is a ‘patrimonial’ presidential system with the powers 

of appointments of ministers, 34 governors, 399 sub-governors and other positions resting with the 

president. All the administrative and financial decisions are made in Kabul with no governance capacity 

at the provincial level.108 The arrangement has further disempowered tribal authorities which has 

rendered the system unsuitable for a traditional Muslim country afflicted by ethnic, tribal and sectarian 
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divisions.109 There have been some efforts to extend the reform process out of Kabul but attempts to 

encourage development at the grassroots have amounted to little110 even after several initiatives.111 

The growing insurgency and alienation of local communities has led to the creation of ‘second best’ and 

hybrid civil-military solutions such as Provincial Reconstruction Teams (PRTs), in order to expand the 

authority of the central government to the regions.112 Despite acquisition by NATO as a “template for 

expansion”, the PRTs remain ridden with confused mandates, cosmetic civilian role, logistic 

shortcomings and questionable effectiveness.113 This has just provided local power holders a chance to 

bargain aid for peace or power for security. 

3.4 Corruption and Governance 

Governance as defined by the World Bank is a ‘set of institutions by which authority in a country is 

exercised,’114 and whatever authority left to the Afghan government is devoured by corruption with 

Afghanistan ranked second in terms of corruption internationally. A World Bank report has found that 

the real beneficiaries of foreign assistance have been the urban elite, much to the frustration and anger of 

the rural population.115 The vicious cycle of cronyism in Afghanistan in which appointments are used for 

political survival is reminiscent of the early 1990s, when the state of affairs had led directly to the rise of 

the Taliban.116 One of the starkest findings of an intelligence survey conducted by Afghan National 

Security Directorate was that the failure of governance was one of the leading causes of the 

insurgency.117 

After initial western efforts to install ailing King Zahir Shah in Kabul, Hamid Karzai was chosen because 

he was a Pashtun, western oriented and neutral. The last fact made him more dependent on his 

international benefactors, especially the US. This also led him to adopt survivalist and accommodative 

tactics, trying to make everybody, including US diplomats and Afghan warlords, happy at the same 

time and finding presentable figures from Pashtun Diaspora in order to assuage Pashtun fears, at the 

cost of sustainable, representative and accountable institutions. Rubin has aptly remarked about Karzai 

and his ministers: “They are Pashtuns and they are leaders but they are not leaders of Pashtuns. They do 

not have those networks that make political base in Afghanistan.”118 

There is mounting frustration in the West over the corruption and failure of governance in 

Afghanistan but the policy of co-option of potential spoilers by the US required President Karzai119 to 

adopt a governance strategy based on delicately balancing the interests of clergy, tribal elders and 

warlords.120 The ‘fraudulent’ 2009 elections eroded whatever trust was left between Karzai and his 

international backers.121 Leadership, besides Karzai and his team of technocrats, is still insecure in the 

face of the traditional power bases and being a minister in the cabinet does not confer any inherent 

power upon the incumbent.122 Other than ‘technocrats’ and ‘Diaspora’ the leadership consists of the 

same actors who were instrumental in the 1992-96 civil war with the exception of Gulbuddin 

Hekmatyar, who is siding with the insurgents.123 

4. Economic Reforms 

The London Conference in 2006 was the first concrete step towards initiating broader economic reforms 

compared to Bonn’s one-dimensional emphasis.124 The Afghanistan Compact signed in London 

promised a ‘shared vision’ in the presence of representatives of 60 states and international agencies. An 
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effort was also made to link the Afghanistan Compact with Afghan National Development Strategy and 

a Joint Coordination and Monitoring Board was also created. The process was meant to ensure Afghan 

ownership of reforms but external actors continue to control the process from behind the scenes.125 The 

main feature of economic reforms is still achievement of security through development, a belief shared 

by the security forces and NGOs alike. The emphasis is therefore on the ‘iconic projects’ that 

dramatically change the quality of life of local communities.126 

4.1 Role of Foreign Aid 

Historically, foreign assistance has influenced state builders to mobilize coercion and legitimacy and this 

“unearned income” in the form of aid has provided the rulers with capital and ultimately undermined 

legitimacy.127 The present aid-induced state-building in Afghanistan is also considered inadequate128 as 

well as costly, short term and security driven. The US, which is the largest donor and has contributed 

one-third of all aid to Afghanistan since 2001, spends around $36 billion a year on its military in 

Afghanistan,129 compared to $3.9 billion earmarked in FY2011 with 90 percent of the funds meant for the 

security sector.130 

According to estimates, 40 percent of the aid—a total of $6 billion—has made its way back to the donors 

because of proliferation of contractors, $2,000-a-day consultants and conditionalities.131 More than 75 

percent of all aid to Afghanistan funds projects that are directly implemented or contracted, making the 

whole exercise self-defeating and unsustainable.132 As most of the aid is channeled off-budget, there are 

two bureaucracies operational in Kabul, one belonging to the Afghan government’s public sector and 

the other managed by the donors. 

Foreign aid has also had a crowding out effect by shifting manpower and resources to external actors 

from the domestic economy.133 Aid in Afghanistan is a reflection of a supply driven approach with 

emphasis on what can be funded rather than what is desirable.134 This has thus blurred the difference 

between disbursement, expenditures and outputs. Afghan Donor Assistance Database, which has been 

touted as the most sophisticated system of donor accountability, only keeps accounts of disbursements 

and not of the actual detail of expenditures.135 

4.2 Budget and Fiscal Capacity 

Fiscal dimension of state building—the ability to mobilize and spend domestic resources—is crucial to 

the success of peace-building efforts.136 The Afghan government’s control over its annual budget is 

tenuous and parliament’s oversight non-existent. In 2007, only 40 percent of the total $4.3 billion in 

expenditures were channeled through core budget,137 while for FY2011 out of $3.94 billion approved by 

the US, only $800 million would be channeled via sources other than the US government—$600 million 

through Afghan Reconstruction Trust Fund (managed by the World Bank for the government of 

Afghanistan) and $200 million as direct support.138 Waldman has estimated that the Afghan government 

has no information on how more than one-third of the aid for the country has been spent since 2001, 

leaving the Ministry of Finance handicapped to pursue key reforms.139 Limited budgetary control of the 

government over its own expenditures has hindered the development of fiscal policy and policy 

management and has left no room for the state’s accountability to its citizens. 
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Taxes constitute a uniquely small proportion of the Afghan budget as shown by various authors140 and 

although domestic revenues are rising, the fiscal contribution has been stagnant at 8 percent of the GDP 

for the last few years, accounting for 66 percent of the government’s budget and just 28 percent of the 

spending.141 In addition, the improvements have largely come about because of temporary capacity 

injections. The tax base has remained limited to custom revenues on regional crossing points of Herat, 

Kandahar, Balakh and Nangarhar, which also happen to be territorial bases of regional warlords.142 

Progressive taxes like income tax or value-added tax are still a far cry in Afghanistan. 

4.3 Structural Indicators: Investment, Industry, Agriculture 

All efforts to stabilize Afghanistan would falter if the sectors of economy that drive structural growth, 

such as export-based industry, agriculture and essential services, are not expanded. The situation is 

far from satisfactory. According to the estimates of Afghan Investment Support Agency (AISA), 

bribery and insecurity resulted in 50 percent reduction in foreign businesses in 2007-08.143 An 

exchange rate inflated due to aid and drug money subsidizes cheap imports and creates an imbalance 

in foreign trade, suppressing any hope of reviving the export sector.144 Capital formation through 

mobilization of savings and creation of local industry to replace imports does not seem to be the 

policy makers’ priority. The US goal of eradication of poppy but lack of support for agriculture—

which employs two-third of the Afghan population—has further aggravated the situation.145 The US 

reserved only $240 million for 2010-11 in the new strategy for agriculture as compared to $437 million 

for counter narcotics and $600 million for PRTs.146 

4.4 Sustainability of Economic Reforms 

Afghanistan continues to defy the conventional post-conflict literature on economic recovery which 

predicts signs of recovery after five or six years. World Bank studies show that a post-conflict country’s 

ability to absorb aid increases from the third year onwards,147 while another study puts the number of 

years for recovery at five.148 This lack of recovery is mainly due to the hollow foundations of economic 

measures which do not result in establishing fiscal capacity of the government.149 The situation would 

only worsen after the end of the post-war economic boom as the International Monitory Fund has also 

warned that the sources of the rebound would be insufficient over the long term to sustain growth and 

alleviate poverty.150 Suhrke has noted from earlier reform processes in Afghanistan that without strong 

leadership, supportive constituency and a strong element of endogeneity, reforms are unlikely to be 

effective.151 

The recent GDP growth has mainly been fueled by foreign aid which accounts for 90 percent of 

expenditures and 60 percent of the GDP152 while the narcotics economy accounts for one-third of the 

Afghan GDP. The aggressive counter-narcotics policies pursued by the international community can 

further lead to contraction of the real GDP by 6 percent.153 A fall of more than six points in 2007 due to 

drought sheds serious doubts about the ability of the Afghan government to sustain this growth rate.154 

The unpredictable aid flows have made the Afghan economy akin to a ‘casino economy’ with many 

players and no regulation.155  

The geographical focus of economic reforms has also been uneven, benefiting the power players using 

the perverse incentive156 of violence and insurgency. The formal regional economy of the state, however, 

has been conspicuously neglected, giving rise to serious economic insecurity for the landlocked country 
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which is dependent on Pakistan and Iran for all of its trade and economic survival. In terms of social 

development, Afghanistan remains the second poorest country in the world with abysmal social 

indicators and basic human development indicators falling even after the reforms.157 After aid dries up, 

the Afghan economy is unlikely to support its population, which is among the youngest in the world (an 

estimated 57 percent are younger than 18), amid few employment opportunities.158 

5. Conclusion 

This paper aimed at analyzing the sustainability of the security, political and economic reforms by 

identifying three key conditions embedded in the Afghan State which are referred to as ‘conflict 

drivers’, i.e., security, factionalism and economy. The post-conflict project envisaged a liberal peace 

model for Afghanistan but faltered in achieving stability.159 This paper finds that the government in 

Kabul has failed to implement a meaningful DDR program, leaving room for parallel security 

apparatus. The Afghan government has failed to address the insurgency even with the help of 

140,000 foreign troops and would find itself in a very precarious situation if it has to cope with the 

Taliban on its own.160 The paper also finds that the current number of Afghan security forces 

personnel is economically and politically unsustainable for a fragile economy like Afghanistan. 

Political reforms have aggravated existing political instability and democracy has been little more 

than an illusion for the ordinary Afghan.161 A controversial electoral system has excluded political 

parties and hindered functioning of a representative parliament. Economic reforms introduced after 

2001 have failed to transform Afghanistan from a dependent ‘subsidized’ state into a fiscally 

independent economy. Foreign aid which was supposed to revive institutions did exactly the 

opposite by reverse transferring of funds. It is therefore concluded that the political, security sector 

and economic reforms in Afghanistan are unlikely to be sustainable without addressing the core 

challenges and sources of instability, which necessitate a continuous inflow of funds and military 

power. 
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