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  How Do We Measure Economic Freedom? 
See page 475 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2013 data unless otherwise noted.
Data compiled as of September 2014.

Quick Facts
Population: 30.6 million
GDP (PPP): $35.1 billion
3.6% growth in 2013
5-year compound annual growth 10.5%
$1,150 per capita
Unemployment: 8.5%
Inflation (CPI): 7.4%
FDI Inflow: $69.3 million
Public Debt: 6.1% of GDP
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This economy is not graded

AFGHANISTAN

World Rank: Not Ranked Regional Rank: Not Ranked

A  fghanistan’s economic freedom could not be fully assessed 
 in the 2015 Index of Economic Freedom because of a lack 

of sufficient comparable data. This assessment is based on 
the limited information available from government and 
international sources. Afghanistan will receive an economic 
freedom score and ranking in future editions as more data 
become available.

While undergoing substantial political, economic, and 
social transformation over the past decade, Afghanistan has 
achieved rapid yet volatile economic growth. The construc-
tion and agricultural sectors have been the key contributors to 
economic expansion, which has averaged around 10 percent 
over the past five years. There have been noticeable improve-
ments in such areas as health, education, and microfinance, 
but dependence on high levels of foreign aid continues.

The economy still lacks the overall institutional capacity to 
enhance productivity and promote self-sustaining growth. 
Although some progress has been made in developing the pri-
vate sector, it remains small and informal, and there is little 
impetus for more vibrant entrepreneurial activity. Political 
uncertainty and security challenges undermine the rule of law 
and continue to be formidable.

BACKGROUND: Ashraf Ghani Ahmadzai is Afghanistan’s new 
president following a hotly contested election marred by alle-
gations of vote-rigging. After three months of political wran-
gling between run-off candidates Ghani and former Afghan 
Foreign Minister Abdullah Abdullah, the two agreed to form a 
unity government. The terms of the agreement call for Presi-
dent Ghani, who won the election according to Afghanistan’s 
Independent Election Commission, to share power with 
Abdullah, who was named Chief Executive Officer. Ghani’s 
signing of the Bilateral Security Agreement with the U.S. short-
ly after his assumption of power opens the way for the U.S. to 
leave a non-combat presence of 9,800 troops in the country. 
Taliban insurgents continue to attack Afghan security forces 
and civilians. Afghanistan’s economy remains hobbled by poor 
infrastructure, insurgency, and corruption. The agricultural 
sector depends heavily on cultivation of the opium poppy.

Not graded this year
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THE TEN ECONOMIC FREEDOMS

Despite efforts to improve the system, governance and security issues impede tax collection. 
The revenue that is collected comes from corporate and individual income taxes of 20 percent. 
Sales taxes also contribute to fiscal receipts. Expenditures have been rising and currently equal 
about 25 percent of the domestic economy. Future fiscal health may depend on the extent of 
donor contributions.

The entrepreneurial environment still holds back private production and investment. Pro-
cesses for establishing businesses and obtaining licenses have been relatively streamlined, 
but other structural barriers persist. The presence of a large informal economy continues to 
dampen development of a functioning labor market. The government has very limited influ-
ence on monetary policy.

Afghanistan has a 6.8 percent average tariff rate. Complex customs procedures deter imports. 
The constitution prohibits discrimination against foreign investors, but foreign ownership of 
land is not allowed. The underdeveloped financial sector remains dominated by banking. There 
are 17 commercial banks and three state banks, but scarce access to financing hinders private-
sector growth.

In 2015, as foreign troops prepare to withdraw, the government is still challenged by serious 
corruption, heavy and persistent drug trafficking, and weak institutional capacity. Afghani-
stan’s judicial system is severely underdeveloped. Protection of property rights is weak. The 
lack of property registries or a land-titling database leads to title disputes, and an estimated 80 
percent of land is held and transferred informally.

AFGHANISTAN (continued)


