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Introduction: Transition from the War Economy

There is no doubt that Afghanistan continues to 
face dramatic challenges, even as the US-led 
military coalition that overthrew the Taliban in 
2001 searches for ways to reduce its involvement 
in the country. The stories about Afghanistan that 
most often receive international media coverage 
are the terrorist attacks in Kabul, 1 the seat of the 
Afghan Government and headquarters of the 
dwindling foreign press corps. Less covered —
though more alarming for the long-term future 
of Afghanistan —are the gains the Taliban is 
making in controlling larger swathes of territory 
in rural provinces.2

While security issues may be the immediate 
priority for the Afghan Government and its 
international backers, a no less critical factor for 
Afghanistan to achieve peace and prosperity 
is the development of its economy. Revenue 
generated from taxes pays for bullets and the 
salaries of the soldiers in the field. Moreover, a 
young Afghan man who sees a bright future for 
himself in his own country is going to be less 

This study gathered information from six different 
sources: 

1. A survey of 100 startup companies
2. In-depth interviews with 10 prominent 

Afghan entrepreneurs
3. Data from the Afghanistan Central Business 

Registry
4. Field research investigating loan policies at 

banking institutions (including an interview 
with the First MicroFinance Bank CEO)

5. Desk research accessing sources online
6. A response from the Afghan President’s 

Office to a list of questions  

likely to fall prey to the messages of violent 
extremist groups that fill their ranks with the 
hopeless and disaffected. As a 2015 report from 
Mercy Corps illustrated, violent extremism is 
fueled more by the perception of injustice rather 
than religious ideology.3 If young men cannot find 
employment by honest means, while corrupt 
politicians, US-backed warlords, and business 
gangsters become millionaires, this supports 
the narrative of the armed opposition that the 
Afghan Government is the problem.

Consequently, the authors of this report 
believe that the Afghan Government should be 
considering matters of economic development 
with as much focus and sense of urgency as 
it considers the deployment of its security 
forces on the battlefield. We hope that this 
report will reach those who have the power 
to make a difference, including both senior 
Afghan Government officials and Afghanistan’s 
international partners. 

While this study was undertaken with a great deal 
of enthusiasm and focus, it should be noted very 
clearly what limitations existed for the research 
team and the consequences of these limitations. 
First and foremost, this was a not a donor-funded 
project, nor was it done with official cooperation 
from the Afghan Government. As a result, our 
participant pool for the startup survey cannot 
be considered statistically representative of 
startups in Afghanistan. As an independent study, 
we did not have access to Afghan Government 
license registration information. Even if we did, 
the available data set would not have covered 
unlicensed companies in the formation phase, 

Study Methodology

There are a lot of issues, 
there are a lot of challenges, 
and there are always good 
solutions for almost every 
challenge in Afghanistan.

- Mohammad Anil Qasemi, NOQ Ltd.
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nor would it have included those companies that 
consciously choose to remain unlicensed and 
operate in the informal economy. 

Without the budget to conduct a rigorous 
recruitment effort of startups for our sample pool, 
we conducted an online recruitment campaign 
through the Aghaez Consulting and Afghanistan 
Monitoring & Research (AMR) Facebook pages. 
Incentives included complimentary photo-
shoots and Startup Grind Afghanistan tickets. 
When this form of self-selecting recruitment fell 
short (only 34 participant registrations), Aghaez 
Consulting turned to DAI, a USAID project-
implementer, to discuss cooperation on the 
study. 

DAI provided a data set of startup companies 
assembled by its own research team, and AMR 
was able to use this list to reach the target of 100 
surveys. The surveys were conducted by phone, 

I think the Afghan Government, the donor community, 
and the private sector have to come together to 
collaborate,  coordinate, and cooperate in order to 
create the platform for our future generations to 
be absorbed by the employment market and have a 
decent means of living in Afghanistan

with all calls recorded and data entered into a 
tablet-based survey application. In a handful of 
cases, surveys were conducted face-to-face, 
and in these cases no audio recording was 
made of the question-and-answer process. The 
ideal sample size to achieve a +/- 3% margin 
of error for this survey would be somewhere 
around 1,100 survey participants. We hope 
that in the future the Afghan Government and 
its international partners will consider funding 
research that allows for extensive participant 
recruitment of startups in both the formal and 
informal economy.

Additionally, AMR conducted in-depth 
interviews with 10 of Kabul’s most informed and 
experienced entrepreneurs. These interviews 
were filmed in the studio space at AMR’s office, 
with follow-up emails exchanged after the fact 
to clarify information as needed.

- Suleman Fatimie, Afghanistan Center for Excellence
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The Afghan Government had a number of 
headline-grabbing success stories in 2016. In 
July 2016, Afghanistan was accepted as a full 
member of the World Trade Organization (WTO). 
In June 2016, Indian Prime Minister Norendra 
Modi came to Afghanistan to inaugurate the 
Salma Dam, a project with significant agricultural 
and power generation implications for Western 
Afghanistan.4 In May 2016, Afghanistan joined 
India and Iran to sign the Chabahar Port 
Agreement to develop a trade corridor from 
the eastern Iranian port of Chabahar through 
Afghanistan and on to the Central Asian states.5

In November 2016, President Ghani and his 
counterpart in Turkmenistan inaugurated a 
railway line crossing the Afghan-Turkmen border, 

although the line is not yet connected to any of 
Afghanistan’s major commercial centers.6 And 
in January 2016, the first consultative meeting 
took place of representatives of the five nations 
involved in the Lapis Lazuli trading corridor, an 
effort to expedite the trade of goods between 
the Central Asian states and Europe.7

On an administrative level, the Afghanistan 
Investment Support Agency (AISA), a formerly 
independent agency responsible for issuing 
business licenses, was merged into the 
Afghanistan Central Business Registry (ACBR) 
division of the Ministry of Commerce & 
Industries8, with business licensing functions 

moved to a new facility in Kabul built with 
funding from USAID.9 Besides the new facility 
and streamlined procedures therein, the 
shakeup of the business licensing regime came 
with another significant bonus for the business 
community; the introduction of three-year 
business licenses. AISA had previously issued 
only one-year licenses. 

While the Afghan Government has taken many 
laudable “big picture” measures to pave the way 
for future prosperity, the immediate conditions 
for business in Afghanistan are not encouraging. 
Afghanistan remains one of the most difficult 
countries in the world to do business. The World 
Bank, which issues an annual Ease of Doing 
Business index, ranks Afghanistan at a dismal 

position of 183 out of 190 countries 
worldwide.10 This is the lowest 
ranking Afghanistan has received in 
this index in the last 10 years.

The following sections of this report 
seek to identify and analyze some 
of the macro and microeconomic 
factors that are relevant to economic 
development in general and to 
startups in particular in Afghanistan. 
In discussions about the state of 

the Afghan economy, there is a tendency to 
lay blame for sluggish GDP growth on external 
factors, such as the decrease in spending of 
the international military coalition and donor 
institutions, as well as the precarious security 
conditions. We believe that pointing the finger at 
external forces is not a productive use of energy, 
nor does it encompass all the root problems 
afflicting the Afghan economy. There are many 
areas in which the Afghan Government and its 
international backers could make immediate 
and highly consequential changes that would 
positively impact the prospects for economic 
growth in Afghanistan. We hope this will become 
clear by the conclusion of this report.

I would like the Government 
to really pay attention to 
infrastructure in Afghanistan, 
because infrastructure is really 
a basic need for all the investors 
to do any kind of business, 
whether it is manufacturing or 
providing a service, or retail, or 
wholesale.

- Manizha Wafeq, Wonderland Women

Business index, ranks Afghanistan at a dismal 

The Afghan Economy: Recent Developments
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Founders Institute 12 

Launched globally in 2009, with its first class 
in Kabul graduating in 2015, the Founders 
Institute operates a 3.5-month program for 
selected applicants. Participants pay $200 
in fees and are expected to give 3.5% of 
their company’s equity to the organization 
should it become profitable. 

Startup Valley14 15 16

Launched in May 2016 with a successful 
pilot cohort of 5 startups, Startup Valley 
expanded in early 2017 to serve 30 startups 
at any given time. At present, Startup 
Valley is supported by a grant from the 
women-focused USAID Promote initiative. 
Women-owned and managed companies 
participating in the ‘Women in Economy’ 
component of the Promote initiative do not 
pay any fees or relinquish equity in order 
to be accepted into the program. Startup 
Valley offers two tracks for participating 
startups: a LeanStart incubation curriculum 
and a LeanScale acceleration curriculum.

The Collective 19

Launched in 2017 and operated by 
Afghanistan Holding Group (AHG), The 
Collective is a second USAID-Promote 
incubator program with costs shared 
by AHG. At present, only one class of 
40 startups is lined up for the first six-
month incubation period, with graduation 
scheduled for August 2017.

Ibtikaar 11

Launched in 2014, Ibtikaar is the Afghan 
Government’s ICT-focused incubator 
program. There are no fees for participating 
startups, and the program is funded by the 
World Bank. The program graduated its 
third group of startups in April 2017.  As many 
as 14 startups can be hosted at the Ibtikaar 
facility at any given time. 

American University 
of Afghanistan 13

Launched in 2014 with funding from the 
US Department of Defense Task Force 
for Business Stability Operations (TFBSO), 
this institution provides heavily subsidized 
incubation services with participants 
paying fees. The center hopes to achieve 
self-sustainability in the future. 

Afghanistan Women’s Chamber
of Commerce and Industries 17 18

Launched in 2014 as an advocacy 
organization named Leading Entrepreneurs 
for Afghanistan’s Development (LEAD),  
this collective of women business owners 
advocates for government policies that 
consider the specific needs of female 
entrepreneurs and business owners, along 
with holding regular trainings and workshops, 
for example on tax compliancy. The group 
takes aspiring female entrepreneurs on 
exposure trips to established companies 
and campaigns for consumers to buy from 
women-owned businesses. The organization 
hopes to become a national hub for data on 
women-owned and operated businesses. 
AWCCI is supported with membership 
fees as well as funds from the US State 
Department’s Secretary’s Office of Global 
Women’s Issues. 

There are countless different factors involved 
in creating a business climate that is conducive 
to the launch of new companies. Attempting to 
create a startup ecosystem can involve building 
new institutions (e.g. incubators/accelerators), 
as well as removing obstacles (e.g. simplifying 
the licensing and tax regimes). For the sake of 
this report, we will engage in an admittedly 
narrow analysis of seven elements of a startup 
ecosystem that are particularly relevant in 
Afghanistan: startup support institutions, tax 
policies, business licensing practices, access 
to finance, energy supply and costs, internet 
availability, labor pools, and access to raw 
materials.

Startup Support Institutions
There are many different types of institutions 
that can support the development of startups 
and small and medium-sized enterprises (SMEs). 
These can include different models of business 
incubators/accelerators, local government 
initiatives, private and development sector 
networking events and training programs, and 
foreign government initiatives.

For the sake of clarity we should note here that 
institutions assisting in financing startups are not 
listed in this section, but rather in the “Access to 
Finance” section latter in this report.

Overview
In Afghanistan today, there are a number of 
disparate organizations and initiatives that 
are working to support the entrepreneurial 
community. The most significant of these are 
described on the next two pages, although this 
list should not be considered exhaustive. A brief 
description is included, as well as a note about 
the management and source of funding

It is worth noting that the first business incubator 

ever launched in Afghanistan, based in Herat and 
funded with $46.8 million dollars from the US 
Defense Department’s Task Force for Business 
Stability Operations (TFBSO), has since been 
dissolved due to poor performance.29 A 2016 
Rand Corporation evaluation of the TFBSO’s 
activities in Afghanistan acknowledged that 
“There was general agreement that the original 
incubator program was unsuccessful, because 
of its focus on start-up technology ventures, 
use of multiple layers of subcontractors, and 
lack of training and advising mindset.”30 This 
same report concluded that a later transition 
of the program to an accelerator model was a 
significant improvement, but it was not enough 
to save it. 

Key Recommendations
The diverse array of active startup-focused 
institutions should be sufficient evidence of the 
growing interest in startups in Afghanistan. An 
additional indicator of interest in Afghan startups 
and SMEs is the arrival of foreign venture 
capitalists eyeing the Afghan market. In 2015 
the British venture capital company InFrontier 
paid several hundred thousand dollars to buy 
a 40% stake in a local Afghan pharmacy chain.31 
Other foreign VC companies are rumored to 
be investigating opportunities for similar equity 
investments.

While many of the institutions involved in startups 
in Afghanistan cooperate closely with each 
other, there is no flagship startup program in the 
country to bring all the relevant actors together 
(i.e. startups, mentors, trainers, and venture 
capitalists). Another weakness of Afghanistan’s 
startup-support scene is that many of these 
initiatives are wholly reliant on donor funding. 
For the donor-funded institutions, there is no 
way to predict whether or not they will be able 
to continue on a self-sustaining basis once the 

Afghanistan’s Startup Ecosystem
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Startup Weekend 22 23 24 25 26

Startup Weekend is a global collaboration 
between TechStar,  a for-profit business 
accelerator company, and Google for 
Entrepreneurs. The goal of the initiative 
is to “build a company in 54 hours” . The 
first event was held in Kabul in November 
2015,  with Roshan Telecommunications 
as a partner. Two subsequent events have 
followed since then, in March 2016 and 
May 2017. Shetab Center for Business 

and Social Innovation 28

Founded in early 2016, Shetab works 
primarily with idea-stage entrepreneurs 
to provide technical consulting, incubation 
services, acceleration services, and 
business development services. Shetab is 
funded by the US Government’s National 
Endowment for Democracy. 

Startup Grind 20 21

With its first event in Kabul in March 2016, 
Startup Grind is an international event 
series founded by Derek Anderson and 
supported by Google for Entrepreneurs. 
With one event every one or two months, 
Startup Grind Afghanistan features an in-
depth Q&A session with an established 
entrepreneur and also includes networking 
sessions and company pitches. 

do is provide capital, in the form of both cash 
and services/resources, in return for equity.34  
While the 20% of equity required by Oasis 500 
may be steep, what is provided in return (e.g. 
state-of-the-art facilities, mentorship, training, 
etc.) is exceptional. 

Perhaps most significantly, Oasis 500 provides 
multiple opportunities to participants to pitch 
their startups to potential investors. These 
investors can rest assured that they would be 
investing in companies that have been heavily 
vetted and have received all necessary training 
in the foundations of business, including the 
important areas of  business ethics, financial 
accounting, and preparing balance sheets for 
investors.

The Afghan Government and its international 
partners should consider the viability of building 
a national startup hub, looking to Jordan’s Oasis 
500 business incubator as a model. The hub 
would be a partnership between the Afghan 
Government and both private and development 
sector institutions as partners. The three-way 
partnership that built Kabul’s French Medical 
Institute for Children — a joint effort by the Afghan 
Government, the Agha Khan Development 
Network, and the French NGO Chain of Hope — 
is a successful model for a public-development 
sector partnership that could be replicated for a 
large-scale national startup hub.

Tax Policies

Macroeconomic Overview
Discussion of the Afghan Government’s tax 
regime requires a bit of context, which will be 
summarized as succinctly as possible. Links to 
more in-depth resources are provided in the 
endnotes.

After over a decade in which Afghanistan 
benefited economically from a booming war 
economy, 2014 marked the point where the 
party had finally come to an end. The Afghan 
Government faced an economic crisis in meeting 
its most basic fiscal obligations. The government 
was only able to get through the year with $100 
million dollars in emergency assistance from the 
United States, while also making drastic cuts 
in discretionary spending.35  The next year, as a 
means to reassure Afghanistan’s international 
partners, the Afghan Government came to an 
agreement with the International Monetary Fund 
in which IMF officials would assist the Afghan 
Government on developing its macroeconomic 
policies.36  

While the press release for this IMF Staff-
Monitored Program stated that the objective was 
“laying the basis for high growth”, no immediate 
growth-inducing measures were listed among 
the three primary objectives of the agreement.37

The new measures overseen by the IMF included 
a regressive 10% tax for all persons (rich or poor) 
on telecom services, a doubling of the tax on 
revenue (rather than profit) for most companies, 
and a more energetic effort to collect customs, 
among many other efforts38. These aggressive 

program end date has arrived. 

We believe that these two primary issues in the 
startup community — disunity and reliance on 
short-term donor funding — can be addressed 
with the creation of a national startup hub 
modeled on the Oasis 500 project in Amman, 
Jordan. 

While officially a non-governmental initiative, the 
Oasis 500 business incubator is owned in part by 
the King Abdullah Fund for Development, with 
other partners including for-profit companies.32 
In a country run by an absolute monarchy, the 
ownership of the project by the king’s personal 
charity makes this a de facto public-private 
partnership.

Reading a description of the series of events 
that led to the founding of Oasis 500, the 
parallels with Afghanistan’s current situation 
are striking. In 2009, Jordan had high levels of 
youth unemployment, including large numbers 
of young graduates of higher education 

programs. The king of Jordan, Abdullah II, 
wanted to consider potential solutions to this 
issue, and the following conclusions were drawn 
after a meeting of players in the Jordanian 
ICT community. They identified the following 
obstacles to startup development [quoted in full 
from The Next Web33]:

1. Investors do not want to take the risk of 
investing in early stage start-ups.

2. Jordanians lack business and technical 
knowledge specific to start-ups.

3. As there are no entrepreneur networks, new 
entrepreneurs lack connections to get their 
business started.

4. There is no network of investors. 

What Oasis 500 does that existing startup 
incubators/accelerators in Afghanistan do not 
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While the press release for this IMF Staff-Monitored 
Program stated that the objective was “laying the 
basis for high growth”, no immediate growth-inducing 
measures were listed among the three primary 
objectives of the agreement.

measures were wildly successful in boosting 
Government revenue. The Afghan Ministry of 
Finance gained plaudits for exceeding IMF 
revenue targets for both 201539 and 201640, 
earning the Afghan Government further IMF 
loans to supplement its budget.

The massive revenue collection effort was not 
without controversy. Many titans of the Afghan 
market suddenly found themselves under 
scrutiny from the tax authorities. The Ministry of 
Finance, whose new tax hikes were cutting deep 
into the margins of small and medium-sized 
companies at a time of sluggish GDP growth, had 
to explain why large companies that had made 
countless millions during the war economy years 
weren’t contributing their share.41 

Although the Afghan Government claimed to 
be taking steps to create repayment schemes 
for large companies to settle their outstanding 
tax bills,42 the Ministry of Finance succeeded 
in shutting down the operations of the largest 
private airline in the country in September 2016 
over a dispute over back taxes.43

While the airline in question, Safi Airways, was 
allowed to resume operations after less than 
a week,44 the Afghan Government’s decision 
to halt its operations and threaten to seize its 

property could not have been encouraging for 
investors eyeing the Afghan market. 

Other observers of the Afghan economy were 
more concerned with long-term damage to 
the general business climate and private sector 
investment. In a January 2017 op-ed published 
in the New York Times, entrepreneur and activist 
Masuda Sultan wrote:

Companies with falling revenues are 
squeezed to pay more taxes to meet targets set 
by international donors and the International 
Monetary Fund, a situation that is prompting 
major businesses to consider pulling out of 
Afghanistan. Instead of absolute revenue 
collection, international aid programs need to 
be contingent on reforms that increase G.D.P. 
and get the economic engines going.45

William Byrd, an analyst on the Afghan economy 
for the US Government-backed United States 
Institute of Peace, and M. Khalid Payenda, an 
advisor to the Ministry of Finance, co-authored 
an article for the Afghanistan Analyst Network 
on the Afghan Government’s revenue collection 
program. While generally supportive of the 
effort, the authors do include this caveat:

[T]here may be a risk that continuing 

My focus when it comes to 
access to financial capital is 
more on individual investors. 
Millions and billions of 
Afghanistan’s dollars are with 
them. It’s easier to work with 
them, rather than a financial 
institution in Afghanistan, but 
only a hub can connect these 
two communities, the investors 
and entrepreneurs.

- Hosna Jalil, Aria Medica 
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aggressive revenue mobilisation vis-à-vis the 
relatively small formal sector of the Afghan 
economy, combined with a tight expenditure 
policy, could become a drag on economic 
revival and further weaken incentives for 
private sector investment.

This section summarized the events that led to 
the aggressive revenue generation measures 
of the Ministry of Finance, beginning in 2015. 
The next section will address the real-world 
implications of these government policies.

Microeconomic Implications
Chantel Grut, a legal consultant based in 
Kabul, succinctly summarizes the disbelief of 
entrepreneurs and investors in Afghanistan 
faced with the aggressive revenue collection 
measures of the Ministry of Finance:

It is inexplicable that so much uncertainty 
and opaqueness could have been introduced 
to this sector, at exactly the time that the 
government is trying to expand the tax base 
in a shrinking economy, attract investment, 
and tackle corruption, and hoping to develop 
and maintain a strong revenue stream.46

Any small or medium-sized business owner 
in Kabul can regale listeners for hours on the 
frustrations of tax compliancy. For a medium-
sized business, efforts to file monthly payroll and 
rent taxes, quarterly income taxes, and annual 
tax statements involve a dizzying array of trips to 
the Medium Taxpayers Office (MTO), Ministry of 
Finance, and Da Afghanistan Bank. 

Throughout 2016, officials at the MTO 
repeatedly turned taxpayers away due to a 
faulty computerized tax-filing system. In-person 
visits were necessary to check on the status of 
submitted paperwork. As a part of this study, AMR 
prepared a spreadsheet of all its tax-related taxi 

expenses for 2016; AMR’s two-person finance 
team required 107 total taxi trips to maintain tax 
compliancy.

Omar Mansoor Ansari, founder of TechNation, 
described his experience with tax compliancy as 
follows: 

As per our experience, I have three people in 
our �nance department who are reporting 
throughout the year to the Ministry of 
Finance. We are busy with reporting to 
the government more than we actually do 
business. If we had more time to do business, 
we might have grown much larger and would 
have been able to do more business and 
create more employment for young people in 
Afghanistan.

When the tax clearance process becomes a 
drawn-out debacle, and compounding penalties 
for late filings can exponentially increase a 
company’s tax burden,47 less principled tax 
officials and businesspersons will find each other 
and make their own arrangements.  

Khalid Wardak, the founder of the boutique 
fashion house Laman, describes the tax 
compliancy process as “very corrupt.” Wardak’s 
disbelief over the Afghan Government’s lack of My request from the Afghan Government is to take 

the hand of all these entrepreneurs and help them 
grow their businesses. I firmly believe that for all 
the startups, the Government should give them tax 
breaks, for example, no taxes for the first 2-3 years.

- Farshid Ghyasi, NETLINKS
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Companies with falling revenue are squeezed 
to pay more taxes to meet targets set by 
international donors and the International 
Monetary Fund, a situation that is prompting 
major businesses to consider pulling out of 
Afghanistan.

concern for the time of its taxpayers echoed 
the sentiments of many of the entrepreneurs 
interviewed for this study. According to Wardak, 
“Paying taxes is something that should be easy, 
especially for entrepreneurs like us. Furthermore, 
the process should be done within a day or two, 
not months.” 

Another unintended consequence of the 
aggressive new tax regime is the possibility of 
companies misrepresenting their income, or 
worse, leaving the formal economy altogether. 
As Afghanistan Holding Group (AHG) Chairman 
Sanzar Kakar pointed out in his interview:

When you keep increasing taxes, it doesn’t 
mean that you’ll keep being able to collect 
more revenue; there comes a breaking point. 

�e breaking point is the tax rate at which 
people won’t be able to a�ord it. When people 
can’t a�ord it, they’re not going to be entirely 
honest with their tax returns, and actually 
revenue collection goes down.

To add to Kakar’s statement, companies also 
have the option to shut down their operations in 
Afghanistan and invest outside the country. For 
a company with slim profit margins, for example, 
an Afghan trader selling a basic commodity like 
sugar or flour, a doubling of the Basic Receipts 
Tax (BRT) can mean losing all profitability 
overnight. As Kakar emphasized in his interview, 
“People say ‘Oh, a 2% or 4% tax, it doesn’t sound 
like a lot,’ but because it’s off the top, because it’s 
off gross revenue rather than gross profit, it has a 
huge affect on business.” 

When the President’s Office was asked directly 
if it had a policy to balance revenue generation 
with economic growth, the reply was as follows: 
“Currently, we are working to implement the 
economic growth and business reform indexes 
set by the IMF.” The dilemma that we would like 
to highlight in this report is that our research has 
not identified any economic growth reforms or 
programs stipulated by the IMF in Afghanistan. 

Startup Study 2017

- Masuda Sultan, New York Times 

Key Recommendations
The current tax regime in Afghanistan urgently 
requires reforms with a focus on economic 
growth and expanding the tax base. One 
means to accomplish this is to simplify the tax 
compliancy process, ideally through the one-
stop Asan Khadamat48 tax compliancy centers 
currently under development within the Ministry 
of Finance.

There are also certain tax policies that should 
be considered specifically for startups, such 
as a three-year tax exemption in the spirit (if 
not the actual implementation49) of the Indian 
Government’s 2016 finance law.50 

NETLINKS President Farshid Ghyasi, an interview 
subject for this study and one of the first IT 
entrepreneurs in Afghanistan, explained the 
reasoning behind a startup tax exemption as 
follows:

My request from the Afghan Government is 
to take the hand of all these entrepreneurs 
and help them grow their businesses. I 
�rmly believe that for all the startups, the 
Government should give them tax breaks, 
for example, no taxes for the �rst 2-3 years. 
�at will actually help all these entrepreneurs 
not to have to worry about paying the taxes at 
the end of the year, and using their income to 
reinvest into their business.

Another highly damaging component of 
the current tax regime is the connection of 
business licensing with the Ministry of Finance 
tax clearance process. The connection must 
be severed completely. Failure on the part of 
MoF departments to provide tax clearances in a 
timely, transparent manner should not halt the 
legal operation of businesses or visa applications 
for foreign investors and staff.51 Furthermore, 
the failure of businesses to properly meet tax 
obligations should not result in MoF threats to 

shut down companies and seize assets, as was 
the case in the Safi Airways debacle.

Tax penalties represent another grave threat to 
the Afghan business community, with the danger 
especially relevant to startups with minimal 
resources to dedicate to monthly and quarterly 
tax submissions. Effective annual penalty rates 
for any tax obligation, whether it is for failing 
to pay the basic receipts tax (BRT) or failing to 
submit payroll or rent taxes, should not exceed 
25% annually. Penalties for not submitting 
quarterly income statements when there is no 
income to report should be removed altogether. 

The presence of a large informal economy 
in Afghanistan must also be addressed. The 
Afghan Government cannot track economic 
development or expand the tax base when so 
many businesses are operating in the cash-only 
informal economy. There must be a concerted 
effort to create incentives for businesses 
and freelance service providers to register 
companies and submit tax reports every year. 

For this effort to be successful, however, a 
fundamental shift in attitude at the highest levels 
of the Afghan Government must take place. The 
Afghan Government must begin thinking of 
itself as a service provider, one that businesses 
believe adds value to their operations.

shut down companies and seize assets, as was 

18 19



Afghanistan’s Startup Ecosystem  2017

 
Access to Finance
Afghanistan is currently in a position where 
business financing is available, but not of the 
type necessary to support modern industry in 
general and entrepreneurship in particular. This 
section looks at a number of different sources of 
capital for businesses, with an attempt to keep 
the focus on the issue of startup financing.

Lending Institutions
In simplified terms, there are two types of credit 
available for Afghan entrepreneurs; microfinance 
loans, many of which are supported by the World 
Bank52, and commercial lending from local 
banking institutions. The microfinance loans are 
too small to support a serious entrepreneur,53 
while the terms for commercial lending are 
not favorable for businesses in a competitive 
economy where profit margins are low and may 
not materialize for several years. 

AMR collected information on the lending 
practices of 13 banking institutions operating in 
Kabul. Of these 13, only eight offered commercial 
lending services, and half of these, four out of 
eight, required the loan to be repaid in full after 
one year, with interest or other fees for Islamic 
lending. The longest repayment period of any 
bank was Ghazanfar Bank, at three years. 

While these commercial lending options may 
have proved useful during the height of the war 
economy, when a $100,000 dollar loan in the 
right hands could be turned into a $1,000,000 
dollars in the space of a year, they are less 
relevant to the economic situation today. Hosna 
Jalil, founder of Aria Medica, explained the 
dilemma this way:

If we approach a bank asking for a $100,000 
loan, we have to provide them with a property 
worth $150,000 as collateral. Whatever the 
�nancial institutions are doing, including 
the banks, the requirements they’re putting 
to an entrepreneur are not applicable to our 
needs. �ese are not realistic requirements to 
support the entrepreneurship community in 
Afghanistan.

As a result, according to Wonderland Women 
founder Manizha Wafeq, small and medium-
sized businesses can get “stuck” at an 
intermediate stage of development, with no 
financing available for growth.

The financing challenges for entrepreneurs was 
confirmed in an interview with First MicroFinance 
Bank CEO Frank van der Poll. According to van 
der Poll:

Similar to any other country, a startup [in 
Afghanistan] will always struggle to get 
�nance, because there’s no history. So going 
to a bank and saying, ‘Hello, I want to start a 
business, give me some money,’ is not going 
to work. Not here, and not in other parts of 
the world either. We do work with a system 
whereby we use [loan] guarantors, so that 
so�ens the pain, somewhat, but we would still 
be very reluctant to say, ‘Yeah cool, we like 
your business plan, here’s a $100,000 dollars, 
o� you go.’ �at risk is too big.

Van der Poll hinted in his interview that FMFB was 
currently in discussion with private equity funds 
to help link equity investors with established 
small and medium-sized enterprises (SMEs). It 
remains to be seen how this initiative will take 
shape.

Venture Capital
Another source of startup capital for a business is 
venture capital, i.e. “angel investors”. In developed 
markets, venture capital is an established source 
of financing new businesses. In the US, the 
National Venture Capital Association estimated 
that startups received $58.8 billion dollars from 
venture capitalists in 2015 alone.54 

The most cynical view of why there are so few 

angel investments in startups in Afghanistan is 
that the Afghan moneyed class prefers to park 
their dollars in safe investments outside the 
country, in properties in Dubai55 and elsewhere. 
Another explanation offered by Aria Medica 
founder Hosna Jalil is that Afghan oligarchs, 
many of whom made their fortunes in ‘traditional’ 
business activities like logistics, construction, 
and trading, are wary of cutting-edge industries 
that stray far from the activities that created their 
fortunes. According to Ms. Jalil:

One of the problems we face as entrepreneurs 
is that Afghan investors, if they are going 
directly into a business as an angel investor, 
prefer to go into a business that they have 
experience in. �ey can understand how that 
business is handled. 

Especially considering the 
current market, it is really 
hard for the local businesses 
to pay the commercial rate 
for electricity.

- Ahmad Amiri, Slice Bakery 
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Ms. Jalil recommended the creation of a 
national startup hub to connect entrepreneurs 
and investors, one which provides a degree of 
vetting of entrepreneurs to reduce some of the 
risk to venture capitalists. This suggestion was 
duly noted and included as a recommendation 
in the Startup Support Institutions section earlier 
in this report. 

The real cause of the skittishness of Afghan 
tycoons to invest in startups in Afghanistan 
is likely far more nuanced and could include 
reservations about the ability of entrepreneurs 
in their early 20s to maintain professional 
accounting practices, as well as the weakness 
of the Afghan legal system in protecting minority 
investors.56 

In any event, focusing on the lack of availability of 
venture capital may give the false impression that 
this is one of the primary deficiencies inhibiting 
startup growth. A 2013 study on entrepreneurial 
ecosystems prepared for the Organisation for 
Economic Co-operation and Development 
(OECD), an association of mostly rich countries, 
pointed out that venture capital did not lead to 
startup growth, but rather followed it. Looking 
at a study of fast-growing companies in Kansas 
City, United States, the authors noted:

authors of the OECD report on entrepreneurial 
ecosystems caution, “grants and subsidies 
should be avoided as they may distort 
entrepreneurial behaviour.”60 

While donor institutions are entitled to allocate 
their budgets according to their own agendas, 
the Hippocratic Oath of the medical profession 
should be considered; “First, do no harm.” An 
organic, post-war economy is taking its first 
labored breaths in Afghanistan, and this difficult 
transition process should not be impeded.

Loan Guarantees
A loan guarantee provided by a public or 
development sector entity is one financing 
instrument that reduces the risk to lending 
institutions. In Afghanistan, where there is no 
effective credit-tracking system, loan guarantees 
reduce, but do not altogether remove, the risk to 
the banks when lending to commercial interests. 
In contrast to a grant, the loan guarantee also 
ensures that the recipient business does not 
obtain an overwhelming competitive advantage 
through a windfall of ‘free money’.

In Afghanistan today the major player involved in 
loan guarantees is the Afghan Credit Guarantee 
Foundation (ACGF), a German Government-
backed non-profit that has been operating in 
different forms since 2005.61 The ACGF issues 
credit-backed loans to small and medium-sized 
enterprises (SMEs) through two commercial 
banks, the First MicroFinance Bank (FMFB) and 
the Afghanistan International Bank (AIB).

The key benefit of the ACGF loan guarantee is that 
it allows lending institutions to forego onerous 
collateral requirements and increases the period 
of repayment, typically only one year, to three 
years. What these loan guarantees do not do 
at present is provide financing for startups. The 
ACGF loan guarantees are available exclusively 

Most �rms were initially funded through a 
combination of self-�nancing, loans from 
family and friends and bootstrapping. So, 
whereas venture capital may accelerate the 
growth of successful �rms, it does not create 
such �rms. Nevertheless, policy makers 
continue to put greater provision of venture 
capital at the heart of entrepreneurship 
policies.57 

As we noted at the start of this report, the 
British venture capital firm InFrontier is already 
investing in Afghan businesses, and others are 
sure to follow. While these VC firms are not likely 
to impact the number or quality of startups that 
are being produced in Afghanistan, they do have 
the potential to rapidly scale-up operations of 
startups and SMEs that already have a proven 
business model.

Grants
Grants from donor institutions have been a major 
factor influencing the Afghan economy, for good 
and bad, over the past 15 years. The result has 
been this common question asked by aspiring 
Afghan entrepreneurs in the post-Taliban 
economy: “How can I get donor funding for my 
business?”58

Up until April 2017, shortly before the publication 
of this report, savvy Afghan businessmen and 
women could apply for a grant through the 
USAID-run Assistance in Building Afghanistan 
for Developing Enterprises (ABADE) program.59 
With the ABADE program having completed its 
four-year cycle in April 2017, it is unknown to the 
authors of this study if USAID or other major donor 
organizations are planning or implementing 
grant-based economic development programs.
Grants are popular with development 
organizations for their easily quantifiable and 
promotable results, for example, grant X created 
Y new jobs and increased production by Z%. 
They are not so popular with economists. As the 

for SMEs that are already achieving revenue of 
over $100,000 dollars a year.62

Key Recommendations
One of the underlying issues in the Afghan 
lending market is the lack of an accessible 
and widely used institution to keep track of the 
credit-worthiness of individuals and businesses. 
In fact, the foundation for tracking credit-
worthiness is already established, in the form of 
the Public Credit Registry (PCR)63 at the state-run 
Da Afghanistan Bank. 

While further research into the PCR and 
its activities is necessary, discussions with 
entrepreneurs and business persons in Kabul 
reveal a lack of awareness of what information 
is going into the PCR to establish some type 
of credit score and what information could be 
coming out of the PCR to potentially reduce 
interest rates and/or collateral requirements in 
applications for loans.

There needs to be well known and accessible 
means for Afghans to improve and access 
their credit score and thus access financing 
instruments. Such credit-enhancing activities 
could include possessing a national ID card 
(a stalled effort), opening a bank account, 
obtaining a TIN number with corresponding 
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If you ask most businessmen about their issues in 
Afghanistan, they’ll mention things they think you 
want to hear, like electricity, security, access to 
finance, access to land, and those things. But when 
you really dig down deeper, the biggest challenge that 
they say they have is the Government.

- Sanzar Kakar, Afghanistan Holding Group

tax statements from employers, and paying 
residential electricity bills on time.

Allowing Afghans to obtain an official tax history 
linked to their TIN would allow them to prove their 
professional experience to banks and investors, 
as well as incentivize employees to demand that 
their employers are properly paying the monthly 
payroll taxes.

Business Licensing 

Overview
Of all the government-administered steps 
involved in launching and maintaining a business 
in the formal economy, the initial license 
registration process is probably the Afghan 
Government’s greatest success story. The 
process takes one to two weeks and costs 
somewhere between $300-$500 dollars, 
depending on the type of license. This is now 
performed by the Afghan Central Business 
Registry (ACBR), under the management of the 
Ministry of Commerce & Industries.

The license registration process is not without 
its flaws, though. One issue is that individual 
officials from the licensing department have the 
discretion to reject company names based on 
a conflict with “laws, culture, religion or other 
values in the country.”64 65 Wahab Qatae, one of 
this study’s in-depth interview subjects and the 
founder of a TOEFL iBT training center in Kabul, 
described his issues registering a company 
name:

You want to choose a name for your company 
that you like, that matches your vision, but 
then the licensing o�cers are like, ‘No, we 
don’t accept this name, we give you these four 
or �ve other options, choose one of them.’ 
And you’re thinking to yourself, ‘I want to 
work for my dream, and of course this name 

that I’ve already selected, it is my right to 
select it!’

Another issue in the business registration process 
is with the categories of businesses available. 
Of course, traditional business activities like 
importing and exporting are readily available, 
but advanced niche fields that entrepreneurs 
are drawn to are often not to be found. Hosna 
Jalil, founder of the healthcare manufacturing 
company Aria Medica, made this comment 
related to the registration process:

If someone would like to enter into a business 
with online sales, we don’t even have the 
license option. �ere’s no category in the 
licensing department. So that’s something like 
a ‘mission impossible’ for an entrepreneur to 
enter this industry. Our rules and regulations 
are very old. �e licensing department 
doesn’t understand businesses that involve 
new technology.

While the issues described by Mr. Qatae and 
Ms. Jalil are undoubtedly frustrating for forward-
thinking entrepreneurs looking to break new 
ground, they are not likely to prevent a company 
from launching. 

In general, aspiring business founders are likely 
to be more impressed than aggravated in their 
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interactions with the expanded and modernized 
ACBR office. The only problem is, the Afghan 
Central Business Registry is not the only entity 
that is issuing business licenses. Despite the 
attempt by the Afghan Government to bring all 
the components of the business registration 
process under one roof, there continues to exist 
parallel licensing structures for some sectors 
of the economy. The process of licensing a 
company outside the primary ACBR registration 
track was experienced first-hand by the author 
of this report, shortly before its publication.66

 
Key Recommendations 
There must be a concerted effort to remove 
gratuitous restrictions in obtaining a business 
license. The licensing entities must not restrict 
innovative startups to pre-approved categories, 
nor should they unnecessarily limit the ability 
of entrepreneurs to name their own company. 
Most importantly, all business licensing activity 
must be brought under the supervision of the 
ACBR. When obscure government agencies are 
permitted to design their own antiquated and 
overly burdensome licensing requirements, it 
creates the space for corruption.

Energy

Overview
The energy situation in Afghanistan is 
extraordinarily complex, and going into the 
details is beyond the scope of this report. 
Excellent analysis of Afghanistan’s energy 
dilemma has been done by Mohin Amin in his 
Afghanistan Analysts Network article Power to 
the People: How to Extend Afghans’ Access to 
Electricity.67 The May 2013 Power Sector Master 
Plan,68 funded by the Asian Development Bank, 
provides a comprehensive look at the different 
options available to Afghanistan for meeting its 
energy needs. 

Despite having notable natural gas and coal 
reserves, Afghanistan typically imports over 80% 
of its energy from its Central Asian neighbors: 
Iran, Turkmenistan, Uzbekistan, and Tajikistan.69 
Because much of this energy is generated from 
hydropower, with output dropping sharply during 
the cold months, residents of Kabul experience 
daily blackouts during the winter. The availability 
of energy varies from region to region and 
province to province, since there is no national 
power grid. Nine unconnected power grids with 
varying sources of power supply Afghans with 
electricity across the country.70 Many rural areas 
of Afghanistan are not covered by any of the 
existing grids.

The dismal state of Afghanistan’s energy 
infrastructure is not the result of a lack of 
interest in this issue, both from successive 
Afghan presidential administrations and from 
the international donor community. The cause 
of the collapse of ambitious plans to link the 
energy resources of the Central Asian states is 
analyzed by Thomas Ruttig in his Afghanistan 
Analyst Network piece, Power to the People (2): 
The TUTAP Protests.71

The economic consequences resulting from 
Afghanistan’s failing power infrastructure cannot 
be understated. The damage to entrepreneurs, 
both in terms of startups costs and operational 
expenses, is especially concerning for long-
term economic development. For a startup 
involved in any kind of technology-related 
enterprise, additional startup costs will include, 
at a minimum, a uniform power system (UPS) to 
protect computers and servers from damage, 
as well as a backup generator (and the fuel to 
run it) to allow work on computers to continue 
during power cuts.  Output from gasoline-fueled 
generators is costly compared to government-
supplied power, so this increases operational 
expenses and cuts further into profit margins.

For manufacturing, an erratic power supply can 
be the difference between success and failure. 
When Manizha Wafeq, founder of Wonderland 
Women, set up an industrial tailoring facility in 

Paying taxes is something that 
should be easy, especially 
for entrepreneurs like us. 
Furthermore, the process 
should be done within a day or 
two, not months

- Khalid Wardak, Laman

Kabul, she learned this the hard way. According 
to Wafeq:

A very basic challenge we faced with our 
production was energy. �ere were times 
when we had a cut-o� of electricity, and with 
the generator we weren’t able to produce 
much. Sometimes this led to delays in our 
orders.

Ahmad Amiri, co-founder of the popular Slice 
Bakery in downtown Kabul, was similarly 
caught off guard by the degree to which energy 
shortages threatened to derail his business. In 
his in-depth interview, he remarked:

During the blackouts there were a lot of 
complaints from customers: ‘Why we don’t 
have co�ee? Why I cannot get this product 
that I got before?’
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Amiri, running a café dependent on electrical 
appliances and cold storage for foodstuffs, 
was soon forced to invest additional capital to 
purchase a generator. 

Overall, Afghans pay more per kilowatt-hour 
for less reliable energy than their Central Asian 
neighbors, a crippling competitive disadvantage 
that helps explain, in part, Afghanistan’s woeful 
trade deficit.72 All things being equal, Afghanistan 
will never compete with Pakistan in turning cotton 
into fabric, never compete with Iran in turning 
potatoes into snacks, and never compete with 
Uzbekistan in turning wheat into flour, as long as 
Afghan manufacturers pay exponentially more 
for power than their competitors in neighboring 
countries.

Key Recommendations
Looking at the complexity of Afghanistan’s 
energy dilemma, it is easy to blame geography 
and ethnic tensions on all shortcomings related 
to the energy sector. The authors of this report 
believe such an attitude is unproductive. While 
energy infrastructure takes years to put in place, 
evaluating how existing energy resources are 
allocated and how rates are structured can take 
place immediately. While ethnic tensions cannot 
be defused overnight, President Ghani should 
not lose focus on initiating planned energy 
infrastructure projects simply because reaching 
a consensus seems so out of reach.  

More specifically, the Afghan Government should 
remove all subsidized rates for residential power 
consumers. Residential consumers should not 
be prioritized before private sector development. 
Furthermore, the difference in fee scale favoring 
residential consumers gives informal businesses 
owners the incentive to stay unregistered and 
work from home, thereby avoiding the onerous 
commercial electricity rates.

Internet

Overview
It is difficult to underestimate the importance of 
internet access for any entrepreneur interested 
in launching a business in Afghanistan. While 
“surfing the web” was once a skill notable enough 
to be included on CVs of Afghan youth hunting 
for jobs, nowadays the ability to conduct online 
searches, communicate effectively using email, 
and pick up new skills from YouTube tutorials 
are the norm for Afghan business professionals, 
rather than the exception. 

While the arrival of the internet revolution in 
Afghanistan is one of the great success stories 
of the post-Taliban era, the affordability and 
reliability of internet services is becoming an 
increasingly pressing issue. 

This report will not attempt an in-depth analysis 
of issues related to internet in Afghanistan, 
but we will highlight one important point: the 
Afghan Government’s policies towards the 
telecommunications companies and internet 
service providers (ISPs) suggest that the 
government views these companies as cash 
cows that have limitless taxation potential. 

Events of the last year suggest that this view 
is highly misguided. The flat 10% tax on all 
telecom purchases has hit the industry hard, 
with several telecom companies rumored to 
have laid off significant numbers of employees.73 
An executive for Roshan Telecommunications, 
one of the leading telecom companies in 
Afghanistan, hinted in an interview with the 
New York Times that Roshan’s current low profit 
margins were unsustainable.74

Key Recommendations
The Afghan Government’s policies towards 
the telecom companies and ISPs has a highly 

damaging impact on societal development 
in general and the business community in 
particular. With razor-thin profit margins, the 
telecom companies have a lower incentive 
to expand and upgrade services. At the same 
time, consumers and businesses pay much 
higher amounts for internet than in other 
countries in the world. As Omar Mansoor Ansari 
of TechNation quipped, “One MB [megabyte] of 
dedicated internet costs over $100 per month in 
Afghanistan, while in Japan it’s less than a dollar.”

While the tax regime certainly contributes to the 
high cost of internet services, the grueling and 
opaque licensing process adds further costs 
for ISPs. In an on-the-record email exchange, 
Afghanistan Holding Group Chairman Sanzar 
Kakar summarized the 18-month  process for 
AHG to receive its ISP license: 

�e challenge was that it took us 1.5 years, with 
nearly every week visiting and being promised 
that they [the Ministry of Communications 
& Information Technology] would issue it 
that week. So that meant 1.5 years of salaries, 
sitting equipment, wasted time and energy. It 
was extremely demoralizing but �nally last 
week we received the license.

As a critical utility for the Afghan startup 
community and the country as a whole, the 
authors of this report can only recommend that 
increasing access to the internet be treated as a 
national priority.

The Government thinks 
that all of these education 
centers are the same. For 
example, mine is a TOEFL 
center, where I give TOEFL 
and iBT training . . . and 
they expect me to teach 
mathematics! 

- Wahab Qatae, Afghanistan 
TOEFL Center
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Other countries would give 
you tax breaks so your startup 
can grow, especially in the 
technology sector. But in 
Afghanistan ICT companies are 
the highest taxpayers, like the 
telecoms sector. If you look at the 
figures, the telecoms operators 
are downsizing because of the 
10% tax [on mobile credit].

- Omar Mansoor Ansari, TechNation

Labor

Overview
One issue that came up repeatedly in our 
in-depth interviews with entrepreneurs was 
the lack of skilled labor. Aria Medica founder 
Hosna raised this issue when she described 
her challenges launching a surgical cotton 
factory in Helmand province, while Wonderland 
Women founder Manizha Wafeq bemoaned 
the difficulties finding female employees with 
experience in industrial tailoring. 

Proposing programs for vocational training 
or reforms in the higher education system in 
Afghanistan is beyond the scope of this study. 
We can, however, identify obstacles to finding 
skilled labor and propose measures for removing 
them. 

One such obstacle is the Afghan Government’s 
own obstructionism when it comes to foreigners 
coming to Afghanistan to fill key positions. 

When Mohammad Anil Qasemi, former Vice 
President of the now-defunct Afghan Twisty 
Chips, hired a foreign national to oversee the 
manufacturing process of the company’s potato 
snacks, obtaining the necessary visa turned out 
to be a challenge. According to Qasemi:

�ey [o�cials at the Ministry of Labor, Social 
A�airs, Martyrs, & the Disabled] were asking, 
‘Why does this person not have a degree?’ 
For working on machinery we cannot bring 
in a man with a degree because that’s costing 
more, and someone working on machinery 
is not going to have a degree. We had to 

convince the Government that we need this 
guy because we don’t have anyone else here to 
run these machines.

This echoes one of the issues covered in the 
Business Licensing section of this report: 
unqualified government bureaucrats attempting 
to limit the ability of entrepreneurs to make 
critical decisions for their company.

Key Recommendations
As advocates of free markets, including free 
labor markets, the authors of this study believe 
that Afghan companies should be able to access 
talent pools from around the world without 
obstruction from the Afghan Government. The 
Afghan Government should be facilitating 
the entry of skilled labor in Afghanistan in 
order to boost production capacity and create 
opportunities for on-the-job training for Afghan 
nationals. 

The ability of government bureaucrats to 
override the HR decisions of Afghan companies 
is deeply troubling and undoubtedly detrimental 
to the startup ecosystem and the economy as a 
whole.

Access to Raw Materials

Overview
With minimal manufacturing capacity, most 
if not all equipment required to set up a small 
business in Afghanistan must be imported from 
outside the country. In some cases even the raw 
materials necessary for manufacturing, such as  
potatoes for snack chips or cloth for industrial 
tailoring, must be imported. 

We believe there are two major obstacles for 
startups when it comes to access to equipment 
and raw materials: reliance on trade with and 
through Pakistan, and endemic corruption 
plaguing the Afghan Government’s Customs 
Department. 

Both of these issues are being addressed, 
slowly but surely, by the current administration 
occupying the Presidential Palace. 

Opening Alternate Trade Routes
At present, 26% of imports into Afghanistan are 
produced in Pakistan,75 with a significant though 
unidentified percentage of imports transiting 
through Pakistan from India and the Karachi Port. 
This heavy dependence on Pakistan for imports 
has made Afghanistan especially vulnerable to 
economic warfare in the form of border closures 
ordered by the Pakistani Government.76

While the Afghan Government and international 
mediating bodies can attempt to persuade  
Pakistan not to use trade as a weapon in foreign 
policy, realistically this issue will only be resolved 
when border closures negatively impact the 
Pakistani economy more than they negatively 
impact Afghanistan’s economy. 

The Afghan Government is currently overseeing 
three trade-related infrastructure projects that 
are attempting to undermine the Torkhum and 
Chaman border crossings as the principal points 
for goods entering and exiting Afghanistan: The 
Aqina Railway Project,77 the Lapis Lazuli Trade 
Corridor,78 and the Chabahar Port project.79 Of 
these projects, the Chabahar Port project is the 
most promising, both in terms of its expected 
completion date of 2017 and its goal of providing 
access to a secondary port for Afghan traders.

Corruption in the Customs Department
In a country with crippling levels of corruption 
across all areas of the public, private, and 
development sectors, the Customs Department 
of the Afghan Government has one of the worst 
reputations for corruption of any institution in 
Afghanistan. 

The sitting President Ashraf Ghani campaigned 
on rooting out corruption in government, and it 
came as no surprise to anyone that one of his 
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first targets when he took office was the Customs 
Department. In 2016, Ghani made the following 
written statement related to corruption at the 
Customs Department that is worth quoting in full:

Afghanistan has always relied on customs 
fees. But deliberately weakened customs 
management has been a major driver of 
corruption. Afghanistan’s Central Statistics 
O�ce records approximately USD 1.1 billion 
in imports from Pakistan—but statistics from 
Pakistan report USD 2.32 billion in exports to 
Afghanistan. Nor does the bribery stop at the 
border. Studies of transport routes reveal that 
over a 100-mile stretch there can be as many 
as 12 posts, each demanding bribes.80 

Ghani’s diatribes against corruption at the 
Customs Department have not been mere 
political grandstanding. A 2016 report on 
corruption published by UNAMA documents 

a number of tangible reforms at the Customs 
Department, the most significant of which was 
putting the institution under the control of the 
Ministry of Finance (where it is now monitored 
by a special MoF customs police force), rather 
than Ministry of Interior.81 There are also rumors 
of cell blocks at Kabul’s Pul-e-Charki prison full 
of former Customs Department officials jailed for 
corruption, but that rumor remained unverified at 
the time this report was published.

Key Recommendations
The heavy reliance on Pakistan as a trading 
partner is a critical vulnerability for Afghanistan’s 
economy. The Afghan Government must work 
with a sense of urgency to increase the levels of 
imports coming in through the Chabahar Port in 
Iran, thereby reducing Pakistan’s incentive to use 
border closures as an economic weapon against 
Afghanistan to satisfy public opinion at home.

An entrepreneur answers audience 
questions about a newly-launched 
product, at the November 2016 
Startup Grind Event
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It is disconcerting that the Afghan Government 
has seemingly overlooked the importance of 
startups for Afghanistan’s future. When the 
authors of this report asked the Office of the 
President what plans they had for nurturing a 
startup ecosystem in Afghanistan, they were 
quite forthcoming in admitting they had none 
whatsoever.82

This is a grave oversight, considering that 
Afghanistan is now at an incredibly consequential 
crossroad in its history. The Afghan Government, 
its international partners, the business 
community, and the general public can all come 
together to support the growing momentum for 
startup and SME growth, or these players can 
continue acting alone, with disparate and often 
conflicting interests and agendas.

How business conditions can be improved for 
startups in Afghanistan is certainly a topic that 
can and should be debated intensely. We hope 
to see reports in the future by other institutions 
that engage in this topic in a way that is far 
broader, more detailed, and more nuanced than 
what we have prepared here. 

What is not up for debate is the dire consequence 
of inaction. Suleman Fatimie, managing partner 
at the Afghanistan Center for Excellence, framed 
the situation in stark terms:

I believe we’re dealing with a ticking time 
bomb here. �e ticking time bomb is the 
fact that we have 65% of the population 
between 18 and 30 years old, and most of 
them are unemployed and they are looking 
for employment. We have another four 
of �ve million people coming up through 
the education system, the universities and 
high schools, in the coming years. �ere’s 
no way the Afghan Government can give 
employment to all of them.

Such a volatile, disillusioned mass of young 
men and women is a dangerous ingredient 
in a country fighting a violent insurgency and 
organized criminal gangs. 

What Afghan youth and the general population 
need more than anything else is hope. Hope 
for a day when the fighting finally stops; and 
hope that until that day finally comes, they can 
find honest work and make an honest living to 
support themselves and their families. 

The role of the private sector, and especially 
startups and the entrepreneurs behind them, 
must be recognized and supported by all means 
necessary to achieve societal and economic 
stability.

Conclusion

The Afghan Government, its international partners, 
the business community, and the general public can 
all come together to support the growing momentum 
for startup and SME growth, or these players can 
continue acting alone, with disparate and often 
conflicting interests and agendas
- Ahmad Fahim Didar, Aghaez Professional Services
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Aghaez Professional Services is a business 
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and business development, with a strong agenda 
and activities focused on nurturing  the startup 
ecosystem in Afghanistan. �e major endeavors 
of Aghaez include the Google Powered Startup 
Grind event series, Startup Valley Business 
Incubator and Accelerator, Google Powered 
Startup Weekend pre-incubation lab for startups, 
and impACT power-based talks.   

AMR Group is a market research, media 
monitoring, and media production cluster based 
in Kabul, Afghanistan. AMR’s mission is to 
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that is credible, transparent, and a�ordable for 
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