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AFGHANISTAN

BACKGROUND: President Ashraf Ghani Ahmadzai was reelected in 2019 after defeating Chief Executive 
Abdullah in an election marred by low turnout because of Taliban violence and controversial results that 
led to both candidates declaring victory. After much political wrangling, Ghani and Abdullah agreed on a 
power-sharing deal in which Ghani remains president, Abdullah leads future peace talks with the Taliban, 
and members of Abdullah’s team are included in Ghani’s cabinet. International military and economic 
assistance accounted for an estimated 19.37 percent of gross national income in 2017, and the country’s 
living standards are among the lowest in the world. Legal exports include table grapes and raisins, but the 
economy remains heavily dependent on the illicit cultivation of opium.

A fghanistan’s economic freedom score is 53.0, making its economy 
the 146th freest in the 2021 Index. Its overall score has decreased 

by 1.7 points, primarily because of problems related to the rule of law. 
Afghanistan is ranked 33rd among 40 countries in the Asia–Pacific 
region, and its overall score is below the regional and world averages.

After a modest increase in 2020, economic freedom in Afghanistan has 
slumped, and the economy is more firmly entrenched in the ranks of the 
mostly unfree. Economic growth remains impeded by the dangerous 
security environment and unstable political situation. Insecurity has 
also suppressed business freedom and investment freedom. To reverse 
course, Afghanistan needs stability, security, and stronger rule-of-
law institutions.

IMPACT OF COVID-19: As of December 1, 2020, 1,797 deaths had been 
attributed to the pandemic in Afghanistan, and the economy was fore-
cast to contract by 5.0 percent for the year.

POPULATION: 
38.0 million

GDP (PPP): 
$76.6 billion
3.0% growth in 2019
5-year compound 
annual growth 2.3%
$2,294 per capita

UNEMPLOYMENT: 
11.1%

INFLATION (CPI): 
2.3%

FDI INFLOW: 
$38.5 million

PUBLIC DEBT: 7.3% 
of GDP
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The majority of real property owners have only customary 
title. Surveys are rare. Overall, the weakness of property rights 
protection is due in part to the lack of comprehensive land 
titling and to slow-moving commercial courts. The judicial 
system operates haphazardly through a mix of legal codes 
overseen by inadequately trained judges and local elders. 
Corruption permeates society and hampers economic devel-
opment. Reforms to reduce corruption remain stalled.

The top individual income tax rate is 20 percent, and the top 
corporate tax rate is 20 percent. The overall tax burden equals 
9.3 percent of total domestic income. Government spending 
has amounted to 28.2 percent of total output (GDP) over the 
past three years, and budget deficits have averaged 0.04 
percent of GDP. Public debt is equivalent to 7.3 percent of 
GDP. Lingering security challenges continue to be a source of 
fiscal vulnerability.

The costs involved in starting a business, dealing with 
construction permits, and obtaining electricity have all 
increased, diminishing business freedom. Labor freedom 
has decreased relative to the rest of the world. Job creation 
has been anemic. There is an acute shortage of skilled labor. 
The government has limited influence on monetary policy 
because of the severely underdeveloped financial system.

Afghanistan has two preferential trade agreements in force. 
The trade-weighted average tariff rate is 5.7 percent, and 22 
nontariff measures are in effect. Foreign investment in some 
sectors is restricted, and security obstacles limit investment 
inflows. Enforcement of regulations governing the financial 
system is ineffective. The central bank is focused on achieving 
price stability, and there have been no liquidity pressures in 
the banking sector.
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