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Disclaimer

The Civil-Military Fusion Centre (CFC) is an information and knowledge management
organisation focused on improving civil-military interaction, facilitating information
sharing and enhancing situational awareness through the CimicWeb portal and our
weekly and monthly publications. CFC products are based upon and link to open-source
information from a wide variety of organisations, research centres and media outlets.
However, the CFC does not endorse and cannot necessarily guarantee the accuracy or

objectivity of these sources.

CFC publications are independently produced by Desk Officers and do not reflect

NATO or ISAF policies or positions of any other organisation.

If you are interested in learning more about the CFC or in signing up to receive our
publications and resources related to Afghanistan or the Mediterranean Basin, visit

WWW.cimicweb.org.
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Chapter 1

Ilicit Drugs & Afghanistan

Eray Basar!

Abstract

espite the continuous counterarcotics efforts of the international community and the Afghan
government throughout the past decagence Francéressewrote in April 2012that Afghanistan
continues to bea major contributor to the global drug supphpproximately @ of t he wor | d
opium most of which is processed into herainiginates in Afghan fields/Vhile potential opiunproduction
in Afghanistan peaked in 2007, poppy cultivation has recently risen. For instanthitie Nations Office
on Drugs and Crime (UNODGparked a61% increasén the potential opium production between 2010 and
2011.A separate UNODC report from 205fates that drugs and bribege equivalent t@pproximatelya
guarter of Afghanistands gross domestic product (GDI

Dynamics & Motivations.Price fluctuations influencenarket dynamigsaccording to the UNODC. df

instance, theise in poppycultivation between 2005 and 2009 translated iatoincrease in supplyvhich in

turn helped to bring about the gratidacrease in the pricef opium Similarly, a decline in the amount of

opium poppies produced in 20@910 contributed to rising poppy valuesdagreater cultivation in 2011.

Other factors are also reportedl yDrags angg DeagjopmerEmr i nst
Afghanista® s ays that apbippé es$ o as e mathefeasrworkingsapitalefinaacing e
available at all stages, as well as credit atlter inputs for producetsThe same report notes that many

poorer households are obligated to grow poppies by landowners and credit@bléotieem to pay off debts.
Thelnstitute for War and Peace Reportifigther indicates that many Afghan farmers are in fact compelled to

grow this crop by insurgent elements throtigieats and intimidatian

Who BenefitsNumerous people benefit fromine poppy cultivation businesand from related narcotics
processing and trafficking, accordingttee World Bank. However, the benefits are far from evenly distributed
among groups involved in the trade. The World Bank notes that farmers with limited amounts of land, most of
whom are involved in sharecropping, benefit the least whilmdrs with capitl resources and significant
landholdingsreceive greater incom&mallscale opium traders also benefit, though their income is eclipsed
by that accruing to holesalers and refinevgho arrange transport and processing of raw materials into opium
and herm. The Chr. Michelsen Instituteotes thathe proceeds of poppy cultivation and narcotics trafficking
particularlybenefit asmall group of warlords

The Taliban and other insurgent groups also reportedly receive income from poppy cultivation, hashish
cultivation and narcoti cs t rDafsfandcDesiopngent in RfghanisMdo r | d B a
says that insecurity in parts of Afghanistan during the course of the past 11 years has facilitated poppy

! Eray Basar is a Desk Officer at the CFC. He can be contacted at eray.basar@cimicweb.org.
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http://www.unodc.org/documents/data-and-analysis/Afghanistan/Afghanistan-corruption-survey2010-Eng.pdf
http://www.unodc.org/documents/data-and-analysis/Afghanistan/Afghanistan-corruption-survey2010-Eng.pdf
http://www.unodc.org/pdf/Afgh_drugindustry_Nov06.pdf
http://www.unodc.org/documents/crop-monitoring/Afghanistan/Executive_Summary_2011_web.pdf
http://www.unodc.org/documents/data-and-analysis/Studies/Global_Afghan_Opium_Trade_2011-web.pdf
http://www.gtz.de/de/dokumente/en-wb-drugs-development-afg.pdf
http://www.gtz.de/de/dokumente/en-wb-drugs-development-afg.pdf
http://iwpr.net/report-news/helmand-farmers-threaten-return-opium
http://www.gtz.de/de/dokumente/en-wb-drugs-development-afg.pdf
http://www.cmi.no/afghanistan/?id=309&The-Opium-Poppy-Economy-and-Counter-Narcotics
http://www.gtz.de/de/dokumente/en-wb-drugs-development-afg.pdf

cultivation and that opium has provided a fiready so
and other itemsiecessary to sustain the insurgency. Furthermbid ODC 6 s r éhe Glokal Afgman A

Opium Trade says the Taliban receivegpproximately 10%of the value of opiates being transported by

traffickers Given that the total value of the heroin trafficked to Iran and Pakistanestasated to be
approximately USD 700 million in 200@JNODC saysapproximately USD 70 million may have been paid to

the Talibban astaxon transport al one. Poppies and narcotics
financing in other ways.

Beyond Poppies & Opium. | n addition to the opium @i ndubiggestyo, Af
producer of hashish a drug produced from t he TimeMagaznb Afghancr op 6 s
farmers earnedpproxinately USD 94 milliorfrom the sales of 1,568,500 tonnes of hashish.

Introduction

Poppycultivation and drugdrafficking persist in Afghanistan despite the continuous couraezotics efforts

of the international community and the Afghan governmemtuifhout the past decade. As pointed iaud

May 2012 article fromReuters the countrycontinues to be major contributor to the global drug supply
Approximately @ of t he wmoslolivwhish isopppcessead into heradniginates in Afghan poppy

fields. The production of opium and related drugs has been growing since thetlf@lTaliban in 2001. A

2010 report bythe United Nations Office on Drugs and Crime (UNODC) states tiatamount of money

involved indrugs and bribeare equivalent t@pproximatelya quar t er of Afghanistanos
product GDP). As specified in a report from the Chr. Michelsen Institute (CMI) in Norway, the proceeds of

poppy cultivation and narcotics trafficking primarily benefiraall group of warlordsCMI further finds that

the drug trade directly feeds into another major challenge for Afghaiistarruption. Gee the CFC volume

o n Coiruption and AntiCorruption Issues in Afghanistan f or a furt her .)&ince200xs si on ¢
there has been an increase in poppy cultivafiien the land area sown with poppies)d in the amount of

opium produceckach yearhrough2007 (see Figures 1 and)2The decrease in the opium cultivati@nd
productionafter 2007 is attributed to some successful coumdecotics effortsn parts of the countras well

as the severe drought and crop failure caused by unfavourable weather conditions. According to a UNODC
report Afgmhbidtan Opudch Sdrvey 2061, 95% of the total production t
southern provinces
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http://www.unodc.org/documents/data-and-analysis/Studies/Global_Afghan_Opium_Trade_2011-web.pdf
http://www.unodc.org/documents/data-and-analysis/Studies/Global_Afghan_Opium_Trade_2011-web.pdf
http://www.time.com/time/world/article/0,8599,1976867,00.html
http://www.time.com/time/world/article/0,8599,1976867,00.html
http://www.time.com/time/world/article/0,8599,1976867,00.html
http://worldpress.org/Mideast/3447.cfm#down
http://www.unodc.org/documents/data-and-analysis/Afghanistan/Afghanistan-corruption-survey2010-Eng.pdf
http://www.unodc.org/documents/data-and-analysis/Afghanistan/Afghanistan-corruption-survey2010-Eng.pdf
http://www.cmi.no/afghanistan/?id=309&The-Opium-Poppy-Economy-and-Counter-Narcotics
https://www.cimicweb.org/cmo/afg/Documents/Governance/Afghanistan_Corruption_Volume.pdf
http://www.unodc.org/documents/crop-monitoring/Afghanistan_Opium_Survey_2008.pdf
http://www.unodc.org/documents/crop-monitoring/Afghanistan/Executive_Summary_2011_web.pdf

Figure 1. Land Area Cultivated with Poppies in Afghanistan (Thousands of Hectares), 1994-2011
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Source:UNODC, Afghanistan Opium Survey 2011

The past several years witnessed a downward trend with regards potential opium production urdée2011 (
Figure 2. There was 1% increasin the potential opium production between 2010 and 2011 as a result of a
sharp increase in péectare (ha) opium yields. Yields reflect the amount of opivmdyxed per hectare of

land and are affected by factors such as climate, crop disease, precipitation and so on. For instance, 2009 was a
high-yield year, with 56.1 kg/ha, though opium production did not spike given that less land was planted with
poppies.However, 2010 saw a sharp decline in yields to only 29.2 kg/ha because of a crop disease. In 2011,
yields increased to 44.5 kg/ha, which led to an apparent spike in production despite the modest increase in land

area sown with opium poppies.

Figure 2. Potential Opium Production in Afghanistan (Metric Tonnes), 1994-2011
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Source:UNODC, Afghanistan Opium Survey 2011

www.cimicweb.org Page | 9


http://www.cimicweb.org/
http://www.unodc.org/documents/crop-monitoring/Afghanistan/Executive_Summary_2011_web.pdf
http://www.unodc.org/documents/crop-monitoring/Afghanistan/Executive_Summary_2011_web.pdf
http://www.unodc.org/documents/crop-monitoring/Afghanistan/Executive_Summary_2011_web.pdf

The year 2001 is an outlier in Figsr& and 2 given that the figures dropped significaitiys rapid reduction

was a consequence of a very effective ban on opium and eradicatiossgogdbe Taliban regime. According

to an article inThe New York Timesthe Taliban managed teffectively eliminatethe poppy crop in one
seasondepi te the fact that Afghanistan was then supply
most of the heroin entering Europe. However, the ban and the eradication had very costly consequences for
Afghan farmers. According to an article bythe Cata st i t ut eds Ted -S&eefarg of St&l@ar pent ¢
Colin Powell announced @dSD 43 milliongrant to Afghanistan in addition to the aid that the US was already
providing to agencies assisting Afghan refugees on 17 May 2001. The grant aimed to help the farmers and

reward Kabul for its counterar coti cs efforts. Neverthel ess, Car pel
crackdown on poppy cultivation was part oflayp authorities in the neighbouring Tajikistan indicated that the
amount of opium crossing the border was actwually i

poppy stance was part of an effortr&ise the valuef the opium stockpiled by the group. In addition, a 2011
report by UNQGD&qgbal &fghaniOpilimeTdadefiA Threat Assessiient st at es net hat th
shortage obpium on world markets in 2001, thus lending support to claims that opium had been stockpiled by

the Taliban and that the group had never moved to decimate the page.The ban was liftedand farmers

planted their fields with poppies again in 2001 once the Taliban regime was no longer in powerTteports
Guardian

Seventeenprovn ces i n Af ghani stan afrree edatley cihhb@EE@OBIEA bei ng
Survey 20116 . UNODC def i nes -freewhen tisshbnmed¢dess than 1(Ha qf poppies. The

number of poppyree provinces had previously reached a peak in 2010, when 20 provinces received this
designation. The central regfoof Afghanistan has become entirely pogpe with the exception dfabul

province Similarly, the nortkeastern region, which had been totally pofmeg in 2010, lost this status due to

increased cultivation iBaghlanand Faryal) both of which started to cultivate poppies on slightly more than

100 hain 2011.

Figure 3. Dry Opium Prices in Afghanistan, 2004-2010
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Source:UNODC, The Global Afghan Opium Trade: A Threat Assessment 2011

2 Regions as designated by UNOD@r fanalytical purposes. Central region includes the following provir€aisul, Khost
Logar, Pakitya Panjshir Parwan Wardak Ghaznj Paktika
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http://www.nytimes.com/2001/05/20/world/taliban-s-ban-on-poppy-a-success-us-aides-say.html
http://www.nytimes.com/2001/05/20/world/taliban-s-ban-on-poppy-a-success-us-aides-say.html
http://www.cato.org/publications/commentary/how-washington-funded-taliban
http://www.cato.org/publications/commentary/how-washington-funded-taliban
http://www.unodc.org/documents/data-and-analysis/Studies/Global_Afghan_Opium_Trade_2011-web.pdf
http://www.guardian.co.uk/world/2001/nov/25/afghanistan.drugstrade
http://www.unodc.org/documents/crop-monitoring/Afghanistan/Executive_Summary_2011_web.pdf
http://www.unodc.org/documents/crop-monitoring/Afghanistan/Executive_Summary_2011_web.pdf
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Kabul.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Kabul.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Baghlan.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Faryab.aspx
http://www.unodc.org/documents/data-and-analysis/Studies/Global_Afghan_Opium_Trade_2011-web.pdf
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Kabul.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Khost.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Logar.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Paktya.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Panjshir.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Parwan.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Wardak.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Ghazni.aspx
https://www.cimicweb.org/AfghanistanProvincialMap/Pages/Paktika.aspx

Price levels are also an importantraknt to understand thearket dynamicsas the trends in the production

and the amounts produced correlate with the price of poppies and opium. For instamise, itheoppy
cultivation between 2005 and 2009 translated iatoircrease in suppjywhich in turn helped to bring about

the graduatiecrease in the prices of opiwhserved in the Figure preceding page That is, the high prices

in the initial years motivated Afghan farmers to plant more poppies, thus increasing the supply of opium in the
market and driving down pricés.

Incentives & Motivations for Cultivation

A Worl d Bank Dregpand Devemmrternt tnlAfglthniséan i denti fi es various f
poppy cultivation in Afghanistan, including the exit of other suppliers from the market and the growing
demand for th@roduct. The exit of suppliers such as Iran, Pakistan and Turkey from poppy production created

a gap which Afghanistan could and did fill. In addition, demand for heroin has been increasing not only in
Afghanistan and within neighbouring countries but dlsdeurope and elsewhere. Furthermore, increased
insecurity in parts of Afghanistan during the course of the past 11 years has exacerbated the situation,
according to the World Bank. The report al qioh st ates
has financed the purchase of weapons and other items necessary to sustain the insurgency. Relatedly, violence

in Afghanistan prior to and since 200kombined with regular and frequently severe drouglitas reduced

the supply of irrigation water dnimpelled many farmers to seek out poppies rather than moreiniatesive,

l'icit crops. F i n aaflkét prganidation is excelemt, gvalleadapte theacharadtdristids of

the product and to the nature and intensity of risks. Mark&tend fron the farm gate to the frontiend

beyond, and there is working capital financing available at all stages, as well as cremtheanidputs for

producersd

At the farmer level, according to the World Bank, poppies are perceivechas@erishable and durable
commoditywhich commands a high price and which has a guaranteed market. In addition, drug traffickers
provide credits and other inputs which render poppywailtn appealing to many Afghan farmers. The most
significant and obvious reason for the Afghgmmers to produce poppy crdg its higher profitability
according to the ThQDO&amno2\WiroASghanistgnorfhe Areport st ates
are responsive to the price signals; that is, any decline in the opium prices caused the reduction of area under
cultivation, and thus, lowered the opium production. Conversely, the increases in the opium price caused the
farmers to plant more.

T h eAfghanistan OpiumRisk Assessmeat published by UNOD C i n April 2012 refl
explanations for why they choose to plant opium poppies over alternativegcrbpis. According tahe

UNODC report, 71% of the farmers produamium due to its high sale price. About 13% of them indicated

that poverty was the main reason. To a lesser extent, the high level of income per hectare (5%) and the high
demand for opium (2%awere cited" Conversely, 45% of respondents who have opted not to grow poppies

cited the government prohibition as the primary factor influencing their decision. Similarly, 18% -of non
poppygrowers indicated Islamic opposition to drugs as their maironefw steering clear of poppies. A

further 17% mentioned that elders asfudiras(councils) had discouraged or banned farmers from cultivating

poppies. Another 17% presented the insufficient irrigation water sources as the reason for not cultivating.

% Refer tothis link for a general explanation of supply and demand dynamics.
“'n this instance, respondents were only permitted the cite t
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http://www.unodc.org/pdf/Afgh_drugindustry_Nov06.pdf
http://www.unodc.org/documents/crop-monitoring/Afghanistan/Executive_Summary_2011_web.pdf
http://www.unodc.org/documents/crop-monitoring/Afghanistan/Executive_Summary_2011_web.pdf
http://www.unodc.org/documents/crop-monitoring/Afghanistan/Executive_Summary_2011_web.pdf
http://www.unodc.org/documents/data-and-analysis/Studies/Global_Afghan_Opium_Trade_2011-web.pdf
http://www.gtz.de/de/dokumente/en-wb-drugs-development-afg.pdf
http://www.gtz.de/de/dokumente/en-wb-drugs-development-afg.pdf
http://www.gtz.de/de/dokumente/en-wb-drugs-development-afg.pdf
http://reliefweb.int/sites/reliefweb.int/files/resources/214E1694BBF78591C1256CC60049F953-unodc-afg-31jan.pdf
http://reliefweb.int/sites/reliefweb.int/files/resources/214E1694BBF78591C1256CC60049F953-unodc-afg-31jan.pdf
http://www.unodc.org/documents/crop-monitoring/Afghanistan/ORAS_report_2012.pdf
http://www.investopedia.com/university/economics/economics3.asp#axzz1uTERe66r

Lastly, concerns regarding eradication and insufficient yields were among the reasons given, with 11% and 6%
of the respondents, respectivély

The Wor |l d B a nbku@ssandrEgopment incAfgharfistan ci t es ot her factors
Af ghan farmersdé decision to grow poppies. A selectic

A Poppy cultivation is part of ask managemerdpproach adopted by sorfamers While some farmers
particularly those with high debts and small pieces of lamaly cultivate poppy due to an absence of
viable alternatives, many others cultivate poppies as part of a diversified strategy which allows them cash
from poppies as well as food security franitlcrops

A Poppy cultivation provides cash, which is neededhigymajority ofhouseholdavhich purchase most of
their basic need, includirfgod, from markets.

A The high risk associated with poppy cultivatiorgiven that it is illicit and vulnerable toiskase or
climatic conditions’ pushedandowners to sharecrop their land for poppy cultivatibns spreading the
risk among many farmers

A Poorer farmers often become obliged to cultivate poppy crop, due to high debts or sharecropping
requirements.

As these examples demonstrate, several factorsileadmpeli Afghan farmers to grow opium poppies. In
addition, numerous sources such as Itiitute for War and Peace Reportiimgdicate that many Afghan
farmers are in fact compelled to grow this croprisurgent elements througiireats and intimidatian

Beneficiaries of the Poppy Trade

Numerous people benefit fromine poppy cultivation businesand from related narcotics processing and
trafficking, according to the World Bank. However, the benefits are far from evenly distributed among groups
and categories of individuals involved in the tradsmall number of which are noted below.

A Farmers with capital resources and significant landholdingaracamgthe major beneficiaries of the drug
market. They cultivate poppy on their own land, usually as a part a&fdromop strategy, and often let
some oftheir land to be used for sharecrogpithey then receive a portion of the poppies cultivated by
the sharecroppers working the land

A In contrast, porer farmers cultivate small amounts of poppy. If they are sharecropping, they are often
required by thdandlord to cultivate poppy crop. These farmers cannot benefit from the drug industry
income very much even with the high opium prices because of thenéghst debts and unfavourable
sharecropping arrangements.

A Rural wage labourers work to harvest guppy crop which is a venjfabourintensiveprocess As many
as half a millionpeoplemove seasonallfor wage labourfollowing the poppy harvest in different areas.

A Small opium traders buy and sell small amounts of raw opium at farm gate and opians.baza

® Respondents were permitted to provide more than one explanation when explainifngytigl not cultivate poppies. Hence,
the total of these responses exceeds 100%.

Page | 12 www.cimicweb.org
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A Wholesalers and refinerarrange forprocessingof the raw materials, often moving poppies from
Afghanistan to neighbouring countries in the process

AlthoughtheTal i bands role is not very <c¢lear i manmajpre drug

i nvol vement , accor di nTge Global AJgNaD Eids Tradee p Athtat om epor t

Taliban is being paid approximately0 % of t he val ue of opiates being tra

10% tax is either paid in cash or in forms of items such as food, weapons, vehicles and so on. Given that the
total value of the heroin trafficked to Iran and Pakistan was appatelynUSD 700 million in 2009,
approximately USD 70 million may have been paid to the Taliban as tax or for protection. In addition, in 2009,
the Taliban reportedly received approximately USD-63D0 per montifrom heroin laboratory owners,

which accumutes to approximately USD-2 million per year given that there are an estimated 300 to 500
laboratories across Afghanistan.

UNODC further reports thatimost 95%of the opium produced in Afghanistan is produced in those provinces

in which the Taliban has been highly active. In 2009, the-fzate income of opium trade was around USD

438 million, of which USD 2214 million was allegedly paid tohé Taliban and other armgbvernment
elements in the form of taxes and protection fees. In total, the Taliban was estimated to receive USD 155
million from the opiate production and trafficking market. However, the UNODC report also indicates that the
Taliban may have receivddr more than this estimated amount, given that the total value of the opiates trade
was USD 2.2 billion in 2009.

Figure 4. Overview of the Beneficiaries of Afghan Opiate Trafficking, 2009

Farmers »'\1’_"-.:(\ Tratfickers Consumer paid

UsSD 440 million UsD 2.2 billion USD 68 billior

With minimum
profit margin

10% assumption
Afghan Talibar Py
Officials

USD 140-170 million » Net profit

USD 7 billion

Source:UNODC, The Global Afghan Opium TradA Threat Assessme?d11
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Cannabis Cultivation and the Hashish Production

In addition to the opium fi ndhigdstrpyducer i haghisla draigst an h
produced fromthe cannalisr o p6s r esi n. Ac c dimeMagazine Afghandanmers eatnedc | e i n
approximately USD 94 milliorfrom the sales of 1,568,500 tonnes of hashish. The area undenahis

cultivation in Afghanistan in 2010 was estimated to be betv#e@®0 ha to 29,000 h®ue to uncertainties

about these estimates, a nApidint estimatonwss not possi bl e, acCamabd Buivgy t o t h

2010 This survey was held in 22 provinces defad ned as

been reported or observed in the previous surveys.

Figure 5. Main Source® Countries of Cannabis Resin Reported to UNODC, Percentage of Total

0% 5% 10% 15% 20% 25%

Morocco —
Afghanistan —
Lebanon
Spain
India
Pakistan
Netherlands
C.1.S. excl. Central Asia
Central Asia
Nepal
Turkey
Jamaica
Albania
Iran (Islamic Republic of)
Myanmar
Paraguay

M 2007-2009
2004-2006

Source:UNODC, World Drug Report 2011

Note: Source countries in this chart are calculated as a percentage of countries reporting seizures of cannabis oniginating i
each country. Accordingly, approximately 10% of countries reporting cannabis seizures in thenoeni@@07 to 2009
specified that some of that cannabis originated in Afghanis
global cannabis supply.

Unlike those growing opium poppies, cannabis farmers haveeen continuously plantithe crop; only 6%

of the farmers reported as cannabis producers surveyed by the UNODC have been producing it every year
between 2005 and 2010. The southernaregif Afghanistan was reportedly producing the greatest amounts of
cannabis. The data show that frequent produicemo produced three or four years in addition to 2010
accounted for 45% in this region compared to the 24% in the other regions.

® Source countries might not always mean the country where it was produced and might also indicate the latest known transit
country.
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Figure 6. Cannabis Cultivation Frequency, 2005-2010"

Em year _Only in 2010
6% 3%

Frequent (in :
2010 and 3or 4 Infrequent (in
more years) 2010andupto 2
41% more years)
50%

Source:UNODC, Cannabis Survey 2010

" These figures only include farmers wivere growing cannabis in 2010.
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Chapter 2
Opium Poppies & the Afghan Economy

Steven A. Zyck®

Abstract

Office on Drugs and Crim¢UNODC) and the World Bank shows that th@ue of Afghan opium
equalled nearl y ghhssldimestc produfiGdP) inad200A.tSubgedjieent economic
growth diluted the significance of poppies, though opium compriseddl5% Af ghani st anés GDP
remains economically important. Thitbapteraddresses both the economic costs of poppies and the links
bet ween poppies and Afghanistands |licit economy.

Poppy cultivation in Afghanistan has a significant economic impact. Data fronuUiited Nations

Economic Costs of Poppy Cultivati®esearch from the UNODC, the WarBank and other organisations
indicates that poppies have significant costs for the licit economy. A selection of these are briefly summarised
below.

A UNODC suggests that poppy cultivation and the drug trade have undermined economic growth in
Afghanistan iy contributing toinsecurity and corruptiorA US Senateeportstates hat fAt he fl ow o
drug profits éJ]is] bankrolling the Taliban and f
Government . 0O

A The International Monetary Fund (IMF) finds that the high wages paidote tending the poppy crop
drive up thecost of wage laboband finegati vely af f eAdgham manbfacturiogp mpet i t
and other industries.

A Poppies al so | e atake cAifloqrs torudtivafaege ameunts of bpam Poppy, creating a
vicious cycle of debt that cannot be broken by shifting back to licit orops s 2097sUS government
study. One NGO found some farnseare never able to pay off the loans and in essence beéwdenéured
labourers

Links between Afghani st an 0 sWhieipappids ar& comanlg vieywedasiath Op i u m
economic obstacle, researchers have also noted that they are significant to the Afghan economy for the reasons
summarised below.

A One expert, David Mansfieldinds that opium poppies are a major cash cropsandce of capitavhich
some farmers use to finance | icit e nt evheatifriits es or 1
and vegetables.

A Poppi etbe main eashfcrédp i n  Af ghani srelated inconaencdntrifutespprimaniy to
hi gher consumpti ono, according t estha, ineNh@m®cap ubl i ca
business owners indicate thitrmand at local marksis particularly driven by poppy farmers.

8 Steven A. Zyck is the CFC Afghanistan Team Lead. He can be contacted at steve.zyck@cimicweb.org.
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A Thewage labouassociated witlpoppy cultivationwould not be generated by other widgipwn crops,
particularly wheat, according to a padiODC report. That report found th&5% of all persottaysof
labour hired infNangarhaprovince in 2006, to provide one example, were dedicated to poppy cultivation.
A Lastl vy, Mansfieldés research finds indicates that
investment in the landncluding weeding, crop rotation and the installation of iritgatubewells, and
thus prevent soil degradation.

This chapterfurther discusses the economic effects, as identified by experts, of various -cauotgics
approachesit citesresearchwhich suggests thatradicationmay lead to expanded poppy cultivation while
entrenching poverty among poor households. In addition, other approaches, such as interdiatiematide
livelihoods, are outlined, and their economic implications are summarised.

With the World Bank and others indicating that Afghanistan will face@momic slowdowis international

security and developmeassistance declines in the years leading up to and after 2014, experts cite a need to
address Afghanistanés poppy challenge in a way that
growth.

Introduction

Poppy cultivation in Afghanistan and the transnational drug trade it enables are often viewed primarily with
regard to security, insurgency and corruption. A report from the United States Institute of Peace (USIP)
indicates that, sice 2001, it he p o prigical ddstabdizng rolkketh in pdrraping the a

Af ghan government and police and in bankionsbré i ng t h
common, according to a UBublic BroadcastingServicearticle, and have given rise to a series of strategies,
particularly eradication, focused upddding Afghanistan of poppietiowever, as noted later in trihapter

every approach to countaarcotics has a significant economic impact givenithagardless of its illegality

poppies and drugs ameajor components of the Afghan economy. Each of these economic impacts has further
implicationsfor security, governance and politji@cording to a report from New York Wner si t y6s Cent ¢
International Cooperation. That is, ridding an area of poppies quickly may deny insurgents a portion of their
funding but may also result in spiralling poverty rates, increased unemployment and underemployment and a
more attractive reaitment environment for insurgent elementdnderstanding poppy cultivation and

narcotics trafficking as an economic issue also helps to broaden their relationship to stabilisation efforts.

This chaptereviews the role that poppy cultivation and narcdiiafficking play within the Afghan economy.

It addresses the total value of the drug trade and the general division of related income among farmers,
landowners, dealers, traffickers and others. It then turns to the manner in which poppies both unddrmine a
contribute to licit forms of economic growth. Lastly, tbeapterconcludes with a brief discussion of the
economic implications of various countegircotics strategies which have been proposed and purBied.
chapterrelies entirely on opesource iformation and attempts to reflect the findings of organisations
specialising in poppy cultivation, narcotics trafficking, criminality and economic growth in Afghanistan.

Key Figures & Information

As demonstrated in Figure 1, opiyroduction is a signifiaat econorit force in Afghanistan. Data from the
United Nations Office on Drugs and CrifldNODC) and the World Bank shows that the value of Afghan
opium equalled nearl hal f of gto$selomesticupnotu¢GD®)sin 2004. Subsequent economic
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growth diluted the significance of poppi es, wi t h
Figure 1 reflects, poppies become proportionally less important to the Afghan economy in recent years.
However, this trend primarily reflects fluctuations in the value of poppies and, more significantly, the increase
in Afghanistands | iamotdest GEDP246 hillon it 2001 dor USRY 5.7 billionnin 2004
and UD 17.90 billion in 2011. Despite the fact tB&% more opiunwas produced in Afghanistan in 2011
than in 2004, accordinghapter 1the proportional economic significance of the poppy crop was far smaller.

Figure 1. Opium Production as a Percentage of Licit GDP in Afghanistan, 2004-2011

4,500 60%
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—m=Potential Export Value as % of GDP

Source: Value of opiunrpduction is extracted from the UNODEfghanistan Opium Surveyfer 2005, 2007, 2009and2011;
data regarding GDP is from the World Barwprld Development Indicatoy2012.

As discussed i€hapter 1the increase in poppy cultivation in 2011 was driven by increased yields of opium
per hectare of land cultivated with poppies. Per hectare yields, which are heavily affected by climate, water
supply and crop disease or infestation, are among severaisfattioencing the economic value of opium
production in Afghanistan. In addition, the recent, current and projected supply of opium also plays a role.
According to UNDOC, the price of opium quadrupled from 2009 to 2011 because of the effect of cr@p diseas

Price signals and other economic dynamics are important in impelling Afghan farmers to begin or continue

0L

growing poppi es, ac c or dAfghapistdan pilNSOr2eZ.6 sWhreors t a 9 keecck ntt 0 i

the main reason which led them to cultivate poppies over alternative, licit crops, 93% cited economic factors.
In total, 59% credited the high price of opium at the time (as noted above)sdi@%hey grew poppies to
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improve their living conditions, and another 13% indicated that poverty drove them to cultivate the crop.
Lastly, 8% indicate that poppies enabled them to gain significant income from relatively little land.

Understanding Households’ Poppy Income

Af ghanistanés Minister of Agriculture, Il rrigation ai
to only one hectare of landwhich is significant tothe economics of poppy cultivation. Christopher M.

Blanchard with the US Congressional Research Service (CRS) remarks that those farmers with greater access

to land oftenreceivefar greater profits from poppy cultivatiathan small lanéholders The difference in

incomes was only partly related to the amount of land available to each. David Mansfiedd tlimdéeading
experts on poppies in Afghanistan, pr o\Vesp@dng tpr eat er
the Chalénge of Diversity in Opium Poppy Cultivation in Afghanisian He descri bes the ca
poor sharecropper. This individual sharecrops a hypotheticaghadehectare of land in 2005, when UNODC

indicates that a hectare of poppies was worthapmately USD 5,400. The farmer would thus hypothetically

received USD 1,800 from his crop. However, the sharecropper is obliged to provitlerdsoof his crop to

the landowner as rent. Given that the sharecropper is from a very poor household, hbgedsmsell his

remaining third of a hectare of poppies in advance at a reducddatageit 50% of the market valiiégn order

to get sorely needed cash for food and other basic needs. Hence, his household receives approximately USD
300 in income. Thismount of money does not go far in pogpgwing areas, which tend to have among the

largest households in Afghanistan. Hence, the farmer and his family would li