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Road to Ruin: Afghanistan’s Booming Opium Industry

EXECUTIVE SUMMARY

President George W. Bush declared recently that “the people of Afghanistan are
now free.”* While the president boasts, Afghanistan’s opium industry, which fosters
terrorism, violence, debt bondage, and organized crime, has expanded to the point that it
could undermine the entire U.S. and international effort. As President Bush’s own special
envoy and ambassador, Zalmay Khalilzad, recently admitted, "[r]ather than getting better,
it's gotten worse. There is a potential for drugs overwhelming the institutions — a sort of a
narco-state."?

The booming opium industry jeopardizes not only Afghanistan, but also the United
States, Europe, and the entire volatile region of Central Asia. Al Qaeda and the Taliban
use drug money to finance their operations. Afghan warlords and militias fattening off of
the drug sector create insecurity and block efforts by the national government to extend
its authority. As the chairman of the House International Relations Committee, Rep.
Henry Hyde (R-11l.), stated, "The drug lords are getting stronger faster than the Afghan
authorities are being built up."*

The opium economy enriches only a few. It provides livelihoods to many of
Afghanistan’s poor, but an economy based on the production of illicit drugs can never
foster real development. By enriching traffickers who cannot be taxed, an illicit economy
starves the public sector, which alone can provide the security, education, healthcare, and
rule of law that will make possible a growing legal private economy. Moreover, there are
disturbing signs that the opium industry is beginning to move toward greater vertical
integration, with increased involvement by international organized crime.

The growing drug problem in Afghanistan is far more difficult to address than U.S.
officials have acknowledged, as the opium economy is entrenched and pervasive in much
of the country. International efforts at drug control have been insufficient thus far. U.S.
cooperation with warlords and militia commanders tied to trafficking has sent the wrong
signal about the U.S. commitment to combating narcotics. The international community
has not provided adequate security and reconstruction assistance. And counter-narcotics
efforts have focused too much on crop eradication.

It is essential that the United States, the international community and the Afghan people
implement an effective strategy to decrease and eventually eliminate Afghanistan’s
dependence on illegal opium production and trafficking.

This paper examines the historical context of Afghanistan’s opium industry, its current
nature, and the past missteps of the United States and the rest of the international
community in addressing the narcotics threat. It also offers recommendations for a more
effective counter-narcotics strategy based on three principles: counter-narcotics policy
must be integrated with broader international efforts; increased security and
reconstruction assistance to Afghanistan remain essential; and countering the drug threat
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in Afghanistan will require a full and long-term commitment. To this end, the United
States and the international community should:

e Implement a policy of sanctions against warlords and militia commanders
involved in drug trafficking and incentives for those who renounce trafficking;

e Provide greater security and reconstruction assistance;

e Provide military backup and monitoring to Afghan authorities in certain counter-
narcotics operations;

e Help Afghans establish or strengthen institutions of the rule of law;
e Curtail the use of crop eradication;

e Focus counter-narcotics law enforcement efforts on trafficking, including both
processing and trading;

e Integrate a comprehensive program of alternative livelihoods for rural
communities into a state building and development strategy for Afghanistan. This
strategy should also include measures to end the trafficking of women and girls in
settlement of debts contracted by opium-producing farmers;

e Include transitional assistance for Afghanistan’s macroeconomic balance in
counter-narcotics efforts.

ORIGINS AND STRUCTURE OF THE DRUG ECONOMY IN AFGHANISTAN

An effective program to eliminate or reduce the opium economy in Afghanistan must be
based on an understanding of both the harm that it has done and the function it has played
in enabling people to survive and rebuild.* The production, refining, and trafficking of
opium has funded conflict and insecurity in Afghanistan and the surrounding region for
much of the past two decades and continues to do so today. Taxes on the opium trade
helped fund anti-Soviet resistance fighters in the 1980s; warlord rule during 1992-1996;
the Taliban regime; and some commanders who have regained power as partners in the
U.S.-led war against al Qaeda and the Taliban.> Moreover, drug profits now help fund al
Qaeda terrorism and the insurgency efforts of the Taliban.

Opium cultivation also enabled many poor people to survive in this chaotic and violent
environment. Before 1978, Afghanistan was self-sufficient in food production.
Agriculture produce also accounted for 30 percent of exports, earning the country
US$100 million annually in much needed foreign exchange.” The Soviet counter-
insurgency strategy and the war of resistance shattered this fragile capacity through the
mining of farmland and pastures, bombing of irrigation channels, killing of livestock,
destruction of roads and pastoral migration routes, and reduction of farm labor. As a
result, cereal production per capita fell 45 percent from 1978 to 2000.2 Only imports
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could make up the food shortage, but they required foreign exchange. Opium production
supplied this much needed currency and also served as collateral for loans necessary for
food and life cycle obligations.

Figure 1
Afghanistan Opium Production 1990-2003
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Source: Provided to Center on International Cooperation by Antonio Maria Costa, executive director of the
U.N. Office on Drugs and Crime, Vienna.

Following the Soviet withdrawal from Afghanistan in February 1989, the country’s
territorial administration was increasingly captured by or subcontracted to autonomous
commanders, some affiliated with the government, some with the mujahidin, and some
with both. The reduction in U.S. subsidies to the mujahidin, and the curtailing of U.S.
supplies to some leaders judged too extremist (Gulbuddin Hikmatyar and Abd al-Rabb al-
Rasul Sayyaf), impelled a search for other means to finance the ongoing power struggle.
Meanwhile, efforts by Turkey, Iran, and Pakistan to reduce illicit production raised the
price of opium and drove traffickers to seek new sources of raw material. Opium
elimination efforts in the neighboring countries helped shift production into Afghanistan.’

During the rule of the Taliban regime (1996-2001), the opium economy continued to
expand, but in a different political context.’® With their centrally controlled military and
police, the Taliban reasserted control over what remained of Afghanistan’s weak capacity
for administration and revenue collection, including the taxation of opium.** For unclear
reasons, possibly to bargain for international assistance and recognition, the Taliban
suppressed the production of opium in 2001. Figure 1 shows the dramatic effects of their
cultivation ban, which reduced opium production by an estimated 3,091 metric tons
between 2000 and 2001. Much of the opium left was produced in areas (especially
Badakhshan) under the control of the Northern Alliance.*?
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That the Taliban defeated warlord forces in the areas they controlled and used centrally
managed revenue to finance a single army and administration helps account for their
success in enforcing the ban. Even so, they had to negotiate with and provide hefty
subsidies to major tribes, and it is unlikely that they could have continued the ban without
significant international development assistance, which they would not have received.*®
Moreover, while the Taliban banned cultivation, they did not attempt the more difficult
task of banning processing or trafficking of existing stocks, taxation of which was a more
important source of revenue for them and the traders who supported them. As a result,
production in 2000-2001 decreased by 94 percent, but cross-border seizures of trafficked
opiates decreased by only 40 percent, indicating continued trafficking of accumulated
stocks (Figure 2).

The economic effect of the ban was a significant rise in the price of raw opium gum and
its derivatives. While this assured profits for the traffickers and revenue for the regime
that taxed them, it put peasants in deep debt. Most poor peasants who cultivate opium
agree to traditional credit salam contracts with wholesalers or money lenders before
planting. The farmer agrees to provide the lender with a set quantity of opium gum after
harvest, in return for which the lender pays the cultivator half the value of the future crop
in cash at the market price at the time of the loan. This cash enables many poor families
to buy food over the winter. The many landless tenants who cultivate crops under these
arrangements must also pay for or provide the intensive labor during harvest and pay up
to four-fifths of the crop to landlords in return for land, water, seeds, and energy
(livestock or tractors).

Due to the Taliban ban, peasants who had made salam contracts for the 2001 opium
harvest were unable to pay their debts, which the Taliban did not cancel. Since the
traffickers could not collect on their loans in opium, they monetized the debt at the new

high prices,
plunging “The heavy debt of the peasantry was one of the opium-
growing principal factors that led to the resurgence of families
into a deep . . debt trap.
A farmer ~ OPIUM cultivation after the start of the U.S.-led 5 hag
been war in Afghanistan, which coincided with the advanced
$300 in the 0 lanting season.”’ fall of
2000 to POPPY P g deliver 10

kilograms of opium in the spring of 2001 at the prevailing average price of $60/kg before
the ban, owed his creditor as much as $6,750 at the peak average price of $675/kg that
prevailed after the ban.!* At these interest rates, it is clear that poppy cultivation does not
provide a handsome profit. For many cultivators, poppy cultivation digs them ever deeper
into a debt trap from which they cannot escape.
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Figure 2
Evidence of Increased Opium Processing in Afghanistan
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Source: Provided to Center on International Cooperation by Antonio Maria Costa, executive director of the
U.N. Office on Drugs and Crime, Vienna.

The heavy debt of the peasantry was one of the principal factors that led to the resurgence
of opium cultivation after the start of the U.S.-led war in Afghanistan, which coincided
with the poppy planting season. The influx of U.S. dollars to finance the war increased
the value of the Afghan currency by 245 percent in four months, making the money
lenders flush with cash for new loans.’® They immediately extended new salam contracts
to the desperately indebted peasants, for whom opium cultivation provided the only hope
of discharging even a part of their debts other than “giving” their daughters as “wives” to
traffickers or otherwise trafficking their children.’® The empowerment and enrichment of
the warlords who allied with the United States in the anti-Taliban effort, and whose
weapons and authority now enabled them to tax and protect opium traffickers, provided
the trade with powerful new protectors. Opium production immediately resumed the
growth path it was on before the Taliban ban, as shown in Figure 1. It has been growing
steadily since.
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AFGHANISTAN’S OPIUM INDUSTRY TODAY

Few if any national economies have ever been as dependent on illegal drugs as
Afghanistan is today. The contemporary comparisons in Figure 3 and Table 1 show that
the order of magnitude of Afghanistan’s drug dependence is in a class by itself, more than
twice as great as Myanmar’s and far greater than Colombia’s. Since opiates are
Afghanistan’s single most valuable product and its only significant export other than
labor, they constitute the backbone of the country’s economy in its current condition.

The total income from production, processing, and trafficking of opium in 2003,
approximately $2.3 billion, is estimated to equal 52 percent of the country’s 2002 legal
gross domestic product, or more than one-third of the total economy (Figure 4).*" This
high proportion reflects not only the growth of the opium economy, but also the
pervasive poverty of Afghanistan, where basic indicators of human development such as
infant mortality and literacy are tied for last place in the world with the war-torn
countries of Sierra Leone and Burundi.'®

During 2002 and 2003, the income to Afghans from opium (estimated at $4.8 billion) was
more than 70 percent greater than the international aid disbursed for projects that had
started in Afghanistan ($2.8 billion) during those same two calendar years (see Figure

5).% Moreover,
much of the “The total income from production, foreign
3;5:)5;2222 - processing and trafficking of opium in 2003, gg;s to set
salaries for approximately $2.3 billion, is e,:stlmated to

international equal 52 percent of the country’s 2002 legal  agencies
and NGOs, gross domestic product.” while all
of the drug income

goes directly to individuals on the ground. Preliminary estimates show that production,
processing, and trafficking of narcotics have all grown in 2004, meaning that their
economic importance has only increased. The CIA estimates that the amount of land
planted in opium poppy has increased by 60 percent this year, that cultivation has spread
to new areas of the country, and that production will reach a record high.?°

At this massive size, the opium sector does not fund only warlordism and terrorism. It
also funds the real estate speculation behind the construction boom and rise of business
activity visible in cities and towns throughout the country, which Secretary of Defense
Donald Rumsfeld has boasted about as a sign of progress.?* In addition, the foreign
exchange earned by narcotics exports finances the import of vehicles, durable consumer
goods, and fuel, the customs duties on which constitute the main source of government
revenue. This foreign exchange is the main support for the stability of the popular new
currency that the government of Afghanistan introduced in 2002, and has enabled
Afghanistan to finance imports without debt, insuring price stability. The stable value of
the new currency has been an important factor in the popularity of the government and a
source of national pride.”” Because the opium sector reaches into so many aspects of
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financial life in Afghanistan, curbing the drug industry without destroying the country’s
economy will require a comprehensive development and state building strategy.

Figure 3
Drug Income as Percentage of Legal GDP
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Sources: Afghanistan traffickers’ income (2003): UNODC, “Afghanistan Opium Survey 2003.” Other
traffickers income (2001-02): United Nations International Narcotics Control Board, Seventy-fourth
session, “Form and Content of the Board's Report for 2002,” (Vienna, 6-17 May 2002). Afghanistan GDP:
UNODC, “2004 World Drug Report,” Vol. 2, http://www.unodc.org/pdf/WDR_2004/volume_2.pdf. All
other GDPs: “World in Figures,” 2004 Edition, Economist, www.economist.com/countries/.

Note: Drug income is from various years (Afghanistan 2003, and the rest 2001), while GDP is for 2002.
Hence, the percentages are indicative of orders of magnitude, rather than exact proportions in specific
years.

The opium industry has shown itself to be highly mobile and flexible. Though opium
accounts for a large share of Afghanistan’s economy, the U.N. Office on Drugs and
Crime (UNODC) estimates that in 2003, poppy farming directly involved only 7 percent
of the Afghan population, only 1 percent of arable land, and 3 percent of irrigated arable
land.?® With land and labor to spare, production can easily expand or move in response to
demand, eradication, or changes in conditions. While the figure of 7 percent may seem
small, it accounts only for families growing opium poppies, not for the relatively well-
paid labor employed in the harvest, the families living from trafficking, or those whose
incomes derive from trade, construction, or other activities financed by opium revenues.
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The number of people who benefit economically from the opium trade is thus much
larger than 7 percent of the population.

Areas under poppy cultivation have expanded and shifted already. In 2002, opium
farmers resumed cultivation not only in the previous three main opium producing regions
of the southwest, east, and northeast, but also in new areas.?* In 2003, as shown in Figure
6, cultivation shifted away from the southwest, toward the northeast, and into areas of
central and northern Afghanistan where opium had not previously been cultivated. This
movement resulted partly from the emigration of farmers from drought-stricken areas
looking for irrigated land, but also from efforts by traffickers from both Afghanistan and
Pakistan. The latter sent comprehensive extension teams from experienced opium
producing areas to new regions, offering financial incentives and technical assistance to
farmers if they would grow poppy.” The combination of credit, extension services, cash
income, and security guarantees from local warlords who share in the profit could not be
matched by the meager resources offered by the Hamid Karzai government and its
foreign backers.

Table 1
Drug Income as Percentage of GDP, Major Producing Countries
Total Income
Drug- 2002 production from % of GDP |% of GDP
producing GDP GDP per Value $M trafficking from Farm | % of GDP
countries (M) capita US$ |(farmgate) 2002| $M (2001) | narcotics Income |[Trafficking
Afghanistan 4,400 196 1,000 1,300* 52.27 22.7 29.5
Myanmar 4,700 142 150 1,000** 24.47 3.2 21.3
Bolivia 8,000 941 153 110** 3.29 1.9 1.4
Laos 1,800 333 19 120** 7.72 1.1 6.7
Morocco 34,200 1,060 214 N/a 0.63 0.6 0.0
Colombia 80,900 1,850 375 2,100** 3.06 0.5 2.6
Peru 56,000 2,126 112 250** 0.65 0.2 0.4
Pakistan 61,000 415 16 N/a 0.03 0.0 0.0

Sources: Afghanistan GDP: UNODC, “2004 World Drug Report,” Vol. 2,

http://www.unodc.org/pdf/WDR_2004/volume_2.pdf. All other GDPs: "World in Figures,” 2004 Edition,
Economist, www.economist.com/countries/. GDP/Capita: Derived from GDP and Population figures using
“World in Figures,” Economist, www.economist.com/countries/. Myanmar’s GDP/capita is for 2001
(Source: Association Of Southeast Asian Nations — Japan Center Web site,
http://www.asean.or.jp/eng/general//guide/index.html) Drug income is from various years (Afghanistan
2003 and the rest 2001), while GDP is for 2002. Hence the percentages are indicative of orders of

magnitude, rather than exact proportions in specific years.

* 2003 income figure, Source: UNODC, “Afghanistan Opium Survey 2003.”
** Source: United Nations International Narcotics Control Board, Seventy-fourth session, , “Form and
Content of the Board's Report for 2002,” (Vienna, 6-17 May 2002).
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Figure 4
The Importance of Opium in the Economy of Afghanistan in 2003
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Source: Provided to Center on International Cooperation by Antonio Maria Costa, executive director of the
U.N. Office on Drugs and Crime, Vienna.

Afghanistan’s opium industry has thus far behaved largely as a competitive industry
rather than a cartelized oligopoly like the Colombia-based cocaine industry.”® Opium
production has risen with increased demand even at the cost of a fall in prices, as there is
no OPEC-like cartel to limit production to maintain a higher price. This may change,
however, as the industry is starting to show new signs of vertical integration with a rise in
the domestic processing of opium. One indicator of this rise is the composition of
reported seizures of opiates just outside the borders of Afghanistan.?’” Figure 2 shows that
seizures of opiates in Pakistan, Iran, and Central Asia have changed in composition.
Processed products as a percentage of overall seizures grew from 50 percent in 1995 to
80 percent in 2002. The change was even more striking in seizures along the northern
border. In 2003, fully 96 percent of the drugs seized in Central Asia consisted of
processed products, up from 59 percent only four years before. These changes appear to
be due to the rapid increase in opium production and the establishment of processing
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laboratories in northeast Afghanistan, the home base of the dominant group in the
Northern Alliance.?

As the World Bank observes, “[i]ncreasing refining of opium into heroin within
Afghanistan, to the extent that it is occurring, may be accompanied by drug industry
consolidation and possibly increased penetration of international organized crime.”*
Indeed, as Afghan traffickers and the armed leaders who profit from them- both warlords
within the government and anti-government forces — capture a higher proportion of the
value added of the opiate trade, the opium industry in Afghanistan may become
increasingly powerful and institutionalized. What is more, increased processing requires
the massive import of precursor chemicals, none of which is produced in Afghanistan.
Such imports indicate the growing reach of international organized crime into
Afghanistan itself, including the Russian (more precisely, former Soviet) mafia, Pakistani
traffickers, and others.*® These international criminal groups provide traffickers and their
protectors access to global markets as well as arms, should the need arise.*

The increasing vertical integration of the opiate industry could therefore translate into
traffickers’ being more capable of organized political and military action. Under such
conditions, the drug industry is in danger of becoming further militarized and integrated
with the political system.

THE FAILURE OF INTERNATIONAL COUNTER-NARCOTICS EFFORTS

The inability of the international community to counter the opium sector effectively in
Afghanistan has stemmed from three main problems: the United States’ continued
alliance with warlords and militia commanders involved in trafficking; the inadequate
overall level of international security and reconstruction aid; and flaws in analysis,
strategy, and counter-narcotics policies.*

Ties to Traffickers

The Center on International Cooperation (CIC) has received consistent reports that major
U.S. allies in the war on terror are involved in trafficking. None of the reports below is
conclusive, but these are samples of reports widely believed by Afghans:

e A senior Afghan military commander from eastern Afghanistan told the author
that U.S. forces had arrested one of the Afghan Ministry of Defense’s top generals
in eastern Afghanistan with a truckload of heroin. According to this commander,
the general, who was one of the leaders of the battle at Tora Bora, was released to
resume his duties after being held in Bagram Air Base for a few days.*

e CIC’s research on local government authorities in Qandahar shows that it is
commonly believed there that major leaders of the province who provide militias
to help the United States fight the Taliban split the proceeds from taxing the
opium trade.

10
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e Northeastern Afghanistan, under the control of commanders allied with Minister
of Defense Muhammad Qasim Fahim, remains a free zone for the unmolested
cultivation, refining, and export of opiates. It is the area of the country where both
production and processing of opium are increasing most rapidly. Cultivation has
registered a 58 percent increase since 2002 in Badakhshan.**

e On July 12, after a “large drug seizure” by the local police, the Kabul-appointed
police chief of Balkh province in northern Afghanistan publicly accused the
northern garrison commander, a Fahim ally named General Atta Muhammad, of
being involved in drug trafficking. General Atta surrounded the police chief’s
home with troops and demanded his removal.* Subsequently, General Atta was
removed from his military position — and named the governor of Balkh
province.®

e A CIC researcher who visited northwestern Afghanistan last May reported that
the fighting between the troops of General Abdul Rashid Dostum, one of the most
powerful commanders in northern Afghanistan and a candidate for president, and
a security commander in Faryab resulted in part from a dispute over the division
of proceeds from the narcotics trade.

Most of the commanders involved in the above events have worked closely with the
United States; several of them have appeared on television with Secretary Rumsfeld.
When members of the U.S. cabinet meet publicly with commanders tied to traffickers
while the United States orders the destruction of the poppy crops of poor farmers,
Afghans can only conclude that the U.S. commitment to counter narcotics is not genuine.

Inadequate Security and Reconstruction Aid
Little if anything can be achieved in counter-narcotics policy while the United States
signals high-level support for militia and political leaders with ties to trafficking. But
even without this policy of appeasement, no counter-narcotics policy could eliminate half
of the economy of one of the world’s poorest but best armed countries without the
advancement of security and reconstruction.

The Afghan government’s published counter-narcotics strategy emphasizes that
significant improvements in overall security, governance, and the provision of alternative
livelihoods are prerequisites for success. To this end, the United States has supported the
establishment of a special Counter

Narcotics Police of  «Afghans can only conclude that ~ Afghanistan  and

?fgégited ;fgg:ﬁzé’; the U.S. commitment to counter fgfjewto“ Spei?j
“judicial task narcotics Is not genuine.” forces” for counter-
narcotics. While these efforts are

important, it is not enough to create a segregated “drugs-only” justice system. Overall
security reform and institution building are necessary as well, but action in this area has
not been adequate. Aspects of both internal security reform and external security
assistance were characterized as “insufficient” to “mostly missing” in a June 2004 paper

11
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entitled “Minimal Investments, Minimal Results: The Failure of Security Policy in
Afghanistan.”®’ The authors, including a U.S. Army Reserve officer who served with the
coalition in Kabul and a retired British special services commander, conclude that
security in Afghanistan is “fragile and deteriorating.”

Figure 5
Income from Opium Compared to International Aid to Afghanistan (2002-2003)

USS$ Millions

Drug Income International Assistance

Sources: Drug Income: United Nations Office on Drugs and Crime, “Afghanistan Poppy Survey 2003,”
http://www.unodc.org/pdf/afg/afghanistan_opium_survey 2003 _exec_summary.pdf; “Afghanistan Opium
Survey 2002,” http://www.unodc.org/pdf/afg/afg_opium_survey 2002.pdf; “Farmers’ Intention Survey
2003,” http://lwww.unodc.org/pdf/afg/afg_fis_report_2003-2004.pdf. International Assistance: Donor
Assistance Database (DAD), Government of Afghanistan, http://www.af./dad/index.html; Center on
International Cooperation Database, “Strategic Recovery Facility,”
http://www.cic.nyu.edu/conflict/conflict_project3.html. *

Per capita reconstruction assistance in Afghanistan, meanwhile, has lagged far behind not
only Iraq, but even Haiti in the mid-1990s, leading James Dobbins, President George W.
Bush’s first special envoy on
Afghanistan,  to  ““Afghanistan is receiving far fewer  characterize  the

country as the  yrgans and less aid per capita than ~ Most  under-
resourced UR) . .. nation  building
effort  ever.”® Irag, East Timor, Haliti or any Figure 7 and
Table 2 compare operation in Europe.” both troop
commitments and reconstruction

assistance to Afghanistan with other “nation-building” operations. As the diagram shows,
Afghanistan is receiving far fewer troops and less aid per capita than Iraq, East Timor,
Haiti or any operation in Europe. It is unrealistic to believe that international actors can

12
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eliminate half of Afghanistan’s economy — the half that supports armed groups — while
making such a small effort.

Figure 6
Afghanistan Opium Poppy Cultivation in 2003
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Source: Provided to Center on International Cooperation by Antonio Maria Costa, executive director of the
U.N. Office on Drugs and Crime, Vienna.

Moreover, security and reconstruction have not been coordinated adequately with
counter-narcotics efforts, and the same is true of other elements of the international
strategy in Afghanistan. A meeting of the G8 at the January 2002 Tokyo pledging
conference for the reconstruction of Afghanistan designated “lead donors” for different
security sectors, including creating a national army (United States and France); building
up a national police force (Germany); disarming militia fighters (Japan); reforming the
judiciary (Italy); and countering narcotics (the United Kingdom). Each effort, however,
proceeded on a separate path without inter-coordination or integration with the Bonn
process. Such an approach fails to consider, for example, that disarming militias is
integrally related to fighting the drug trafficking that funds them; that building a police
force must be tied to efforts to prevent drug-driven corruption; and that “free and fair”
elections cannot be held in a country still dominated by militias and drug traffickers.
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Flawed Approach

Even with a greater overall security and assistance effort and more coordination between
initiatives, however, anti-drug efforts will not improve without a change in the current
paradigm for counter-narcotics policy. The predominant analysis of the opium economy
has been wrong and has led policy makers in the wrong direction. According to this
erroneous analysis, the opium economy spreads because opium provides farmers with a
profit that no other product can rival. The conclusion drawn is that farmers will therefore
stop growing opium only if the government eradicates their crops while providing them
with some alternative.

Figure 7
Security and Economic Assistance in Peace Building Operations
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“The UN’s Role in Nation-Building: From the Belgian Congo to Irag,” RAND, (forthcoming). “°
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In fact, this is a gross oversimplification. First, opium provides little more than
subsistence for many of the landless and land-poor tenant farmers who cultivate it. Many
are pressured to cultivate opium by landlords, money lenders, and others involved in the
opium business, whose ties to militias enable them to intimidate farmers. Second, other
horticultural crops could compete with opium in profitability to the farmer if farm
families had access to markets, credit, and security. Drug super-profits are realized
mainly by those higher up in the opium market, and it is they, not the farmers, who
should be the principal targets of law enforcement.** Unfortunately, international law
enforcement efforts within Afghanistan have been focused on crop eradication rather than
combating trafficking.

Caught unprepared by the rapid rebound of opium production, in the spring of 2002 the
UK and Afghan governments responded with a hasty offer to compensate farmers with
the equivalent of US$250 to $350 for each acre of poppy eradicated.** The government
soon found itself offering up to US$500 per acre, yet was unable to satisfy the demands
of farmers and tribesmen angry at the destruction of their livelihood, who at one point
closed the highway in Jalalabad, blocking the return of 14,000 refugees and attacking a
government anti-narcotics team in eastern Afghanistan. The assassination of Vice
President Abdul Qadir Arsala and attempted murder of Defense Minister Fahim during a
visit to Jalalabad were also blamed on opponents of the government’s eradication drive.*?
The hastily prepared program was dogged by stories about the destruction of already
harvested fields; compensation kept by officials rather than delivered to farmers; and the
bribing of those hired to eradicate poppy crops. The program also created perverse
incentives: the following year, some landowners who had not previously planted opium
concluded that doing so was the only way to get money from the government.**

Since that time, drug policy has largely been in disarray, as the magnitude of the problem,
which has far surpassed anything foreseen in January 2002, has rendered piecemeal
solutions meaningless. The United States, which began belatedly to develop a counter-
narcotics policy for Afghanistan given the UK designation as “lead donor” for that area,
has also focused disproportionately on crop eradication.”> The U.S. government has
allocated $100 million for crop eradication by private U.S. contractors in the coming
year.*® As a recent World Bank report argues, however, crop eradication, if it is at all
effective, will temporarily depress supply and raise the price paid to the farmer for raw
opium, thus actually increasing incentives to grow opium the following year. Hence, the
predictable result of crop eradication is an increase in production as well as a shift of
production to less accessible areas.*’

Moreover, crop eradication attacks the livelihood of the poor without touching the profits
of the warlords and traffickers who keep peasants in debt bondage. Research among
poppy growers in Afghanistan shows that “the eradication campaign in the 2002/3
growing season [was] generally targeted against the more vulnerable and that the crops of
the wealthy and influential were not destroyed.”*® Such a policy, in the absence of any
prosecutions or even stigmatization of warlords and militia commanders allied with the
U.S.-led Coalition but known to be involved in narcotics, only reinforces the image of the
United States as a bully. Most problematically, by preventing poor farmers from paying
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off their salam contracts, crop eradication mires them further in debt. Farmers can repay
this debt only by cultivating more opium in coming years or by “giving” their daughters
to traffickers as “wives.” Substituting the trafficking of women and girls for opium
production in this way only compounds Afghanistan’s problems.

Targeting opium traffickers and processing laboratories, though more difficult, lowers the
demand for and hence the price of opium gum and weakens the grip of creditors on the
farmers. But sound analysis may not be determining counter-narcotics policy. A senior
Afghan government official responsible for a portion of the counter-narcotics policy
argued to the author in February 2004 that targeting traffickers was far more effective
than crop eradication. Commenting on the structure of the industry described above, he
argued that “traffickers create cultivators” rather than the reverse. Nonetheless, he said,
he was under pressure from the United States to engage in crop eradication, while major
traffickers, who were high officials of the government and allies of the U.S-led Coalition,
remained untouchable.

In addition to focusing on trafficking, counter-narcotics strategy must take into account
the economic reach of opium. Amazingly, when U.S. Drug Enforcement Agency
administrator Karen Tandy testified about “United States Policy Towards Narco-
Terrorism in Afghanistan” before the House International Relations Committee in
February 2004, her written testimony did not mention a single political, economic, social,
or developmental issue, as if this effort would have no impact on the United States’ other
goals in the country.** On the positive side, the U.S. Agency for International
Development is attempting to develop some programs for alternative livelihoods.

“Alternative livelihood” is a concept that goes beyond the idea of “crop substitution,”
which is based on the erroneous notion that opium production is primarily driven by farm
profits.®® The opium economy provides credit, cash, insurance against drought,
employment, finance for Afghanistan’s international trade, and foreign exchange for the
Central Bank. The benefits are spread far beyond the 7 percent of the population that
actually grows opium. Finding another crop for peasants to grow, therefore, addresses
only a portion of the challenge.

To this end, the “alternative livelihood” concept provides for the development of all
aspects of the rural economy, including access to credit and both farm and non-farm
employment. It does not, however, address the macroeconomic impact of the drug
economy on the balance of payments, the exchange rate, and the price level in
Afghanistan. Moreover, alternative livelihood efforts have thus far fallen short, according
to the technical annex to the Afghan government’s narcotics strategy, which states that
the current funding for alternative livelihoods is insufficient “to actually have an impact
on the level of opium poppy cultivation” and that there is “no coherent management or
monitoring of . . . programs.”

The U.S. military, for its part, has long resisted any involvement in counter-narcotics
policy, in Afghanistan and elsewhere. Though the U.S. military in Afghanistan can play a
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limited role in counter narcotics, the armed services are right to resist the militarization of
drug policy, which is primarily a development, governance, and law enforcement issue.
But that does not mean that combating the opium economy is only a side issue to the
United States’ main strategic interest in Afghanistan. On the contrary, the extent of the
opium economy is one of the main obstacles to even the minimum U.S. goal of helping
Afghans build a state capable of supporting effective security forces and a reasonably
accountable administration. This necessitates a realistic — and sobering — look at what
reducing the impact of narcotics on Afghanistan will require.

Table 2
Security and Economic Assistance in Peace Building
Country Annual Per Capita Assistance in Peak Military Pr_esence Per
constant (2000) US$ Thousand Inhabitants
Afghanistan 57.0 0.70
Bosnia 678.5 18.62
Cambodia 27.5 151
D.R. Congo 23.5 1.18
East Timor 232.5 9.55
Eastern Slovenia 290.0 34.22
El Salvador 84.5 0.07
Haiti 72.5 3.54
Iraq 225.0 7.09
Kosovo 526.0 20.45
Mozambique 89.5 0.38
Namibia 132.0 3.36
Sierra Leone 24.5 3.10

Source: James Dobbins, Keith Crane, Seth G. Jones, Andrew Rathmell, Brett Steele, and Richard Teltschik,
“The UN’s Role in Nation-Building: From the Belgian Congo to Irag,” RAND, Santa Monica, Calif.,
forthcoming.
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A BETTER STRATEGY AGAINST NARCOTICS

The recommendations that follow are based on three principles. First, there can be no
separate “counter-narcotics” policy in Afghanistan; significantly reducing the illegal
narcotics sector requires a comprehensive, long-term transformation of the economy and
political institutions. Second, the transformation necessary to reduce the country’s
dependence on narcotics requires increased international provision of security until
Afghanistan’s government can provide for its own security. Third, while effective
counter-narcotics efforts must begin immediately, results may take many years to
achieve, and the international community must be prepared to remain committed over the
long run.

The United States should enunciate a policy of sanctions against and
incentives for warlords and militia commanders. The United States should
impose sanctions against Afghan warlords and militia commanders who continue
to profit from narcotics, and provide incentives for those who avoid or renounce
such activities; it should devote the intelligence resources needed to determine
who belongs in which group.

The United States and its international partners must provide greater
security and reconstruction assistance in Afghanistan. As numerous analyses
have argued, little can be accomplished in Afghanistan without more robust
international security provision, including the more rapid expansion of the
NATO-led International Security Assistance Force and a shift in the mandate of
the U.S.-led coalition toward providing greater security for state building. In
addition, international donors should commit themselves to multi-year
contributions to fully fund the long-term reconstruction plan of the Afghan
goverggnent, which has been costed out at $27.6 billion over the next seven
years.

While U.S.-led Coalition forces and the NATO-led International Security
Assistance Force (ISAF) cannot substitute for Afghan law enforcement, they
should provide backup and monitoring to Afghan authorities in certain
counter-narcotics operations. In several recent operations, coalition forces,
including U.S. aircraft and British Special Forces, have appropriately supported
the Afghan National Army and the Counter Narcotics Police in the destruction of
heroin laboratories. In specific cases, at the request of the Afghan authorities, U.S.
forces should undertake aerial destruction of heroin laboratories evacuated of
civilian personnel. They should also be authorized to take appropriate action in
coordination with Afghan authorities against trafficking targets of opportunity
such as labs, convoys, or commanders seized with contraband. Moreover, the
United States, other Coalition forces, and ISAF should devote more resources to
intelligence that can help Afghan authorities locate labs and identify powerful
officials and leaders involved in trafficking.
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The United States and the international community should help Afghans
establish or strengthen institutions of the rule of law. Arresting and punishing
narcotics offenders requires effective legislation, attorneys general, police, courts,
jails, and a penal system. The newly established Counter Narcotics Police of
Afghanistan and the counter-narcotics “judicial task forces” being assembled by
the United States might help with some limited actions in the short run, but
success in counter narcotics also requires improvements in general domestic
security and justice capacity. Donor and troop-contributing countries, working
with the United Nations, should train and equip the highway police to protect
Afghans bringing commaodities to market from militia forces. Similarly, they
should train the border police to combat trafficking. Moreover, they must bring in
dedicated police monitors to mentor and monitor these police forces, which will
be vulnerable to the bribery and reprisals associated with narcotics. While nearly
all international reconstruction programs include police monitors, Afghanistan has
none.

The United States and the international community should curtail the use of
crop eradication. Crop eradication before implementation of a comprehensive
program of alternative livelihood, development, security, justice sector reform,
and debt relief will only entrench the debt trap that leads to poppy cultivation and
needlessly turn the United States into the enemy of the Afghan peasantry. The
Bush administration is currently planning to expand eradication carried out by
Afghans who are employed by private U.S. companies under contract to the State
Department’s Bureau of International Narcotics and Law Enforcement. This
counter-productive and harmful program should be ended. Private contractors’
lawlessness and abusive practices are creating increased resentment of the U.S.
presenc;g among Afghans, who compare these contractors unfavorably to Soviet
troops.

The United States and the international community should focus counter-
narcotics law enforcement efforts on trafficking, including both processing
and trading. As part of this effort, major political figures who profit from and
provide protection to drug trafficking should be dismissed and prosecuted. While
the pervasiveness of the opium industry would make it impossible and counter-
productive to prosecute all of those involved, the next government of
Afghanistan, along with the U.S. government and military, should communicate
firmly and consistently that association with trafficking will no longer be
tolerated. Another part of this effort should include the destruction of processing
laboratories, which constitute fixed targets where value is added and which
increase the demand for raw opium.

The United States and the international community should integrate a
comprehensive program of alternative livelihoods for rural communities into
a state building and development strategy for Afghanistan. Simple crop
substitution efforts misinterpret the economic role of narcotics. Instead, a program
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of alternative livelihoods for rural communities, implemented as part of a
comprehensive state building and development strategy, is needed. Alternative
livelihoods require access to credit that is affordable, reliable, and consistent with
Islamic regulations; a banking system to make reliable and economical payments
with an accounting record; a trustworthy system of forgiveness for opium-
denominated debts and mortgages; a security system to protect former debtors
from reprisals; and agricultural extension services.”® The revival of traditional
Afghan cash crops and the development of new cash crops will require all of these
inputs. In addition, a state building and development strategy should include
measures to end the trafficking of women and girls in settlement of debts.

e International counter-narcotics efforts must include transitional assistance
for Afghanistan’s macroeconomic balance. The enormous size of the opium
economy affects Afghanistan’s macroeconomic balance. Opiates both finance the
imports that constitute the government’s main tax base and sustain the value of
the currency and price stability. Any plan to curb opium exports will therefore
have to include transitional support to the balance of payments and a plan for
public finance to make up shortfalls if import capacity, and hence taxable
revenue, suffers.
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interest, because the creditor and debtor share the risk, which depends above all on the yield and price of
the product, which neither can foresee when making the contract in advance of the harvest.
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