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SUMMARY REPORT
1.

OVERVIEW

In the areas of Afghanistan where minerals and crops—particularly illicit drug crops—are produced, they
are well-known sources of income for communities, local elites, and powerbrokers. However, there is also
a vibrant trade and transport sector for these and other commodities, particularly fuel and imported
consumer items, that goes largely unnoticed. It is a sector that provides significant employment and income
to those who work along the length of the value chains involved. With goods worth hundreds of millions
of dollars transported across the country, the sector is also potentially a major source of economic rents
for those who predate on the primary transport routes.
This research set out to better understand how control over the production, movement and sale of goods
through key locations—chokepoints—generates economic and political gains for powerbrokers and local
elites, and employment opportunities in the trade and transport sector for local communities. Recognising
that the geopolitical interests of Afghanistan's neighbours play a critical role in shaping the country's
economy and political future, the research focused on three cross-border value chains: fuel, transit goods
and talc stone. In doing so, the research sought to map and quantify the economic benefits derived by
powerholders and communities along the length of these value chains in Afghanistan and on its borders.
The research also assessed how armed conflict and policy shifts, such as the closure of the border or
changes to export licenses, affect the different groups involved.
The research reveals a substantial undeclared economy, in which imports and exports reported by the
Afghan authorities are less than half the amounts and values that cross the international borders, resulting
in hundreds of millions of dollars in lost revenues to the Afghan state and a steady stream of funding for
both the insurgent and state-affiliated actors in the provinces. The research shows how conflict over
territory is closely tied to locations where revenues can be derived, or denied, particularly on the main
highways. These chokepoints could become trading chips in any diplomatic efforts to negotiate an end to
the war and potential fracture lines – points of conflict where opposing parties fight over rents – in any
future settlement.

2.

METHODOLOGY

Our method combines high-resolution imagery and focused fieldwork to assess socio-economic, political,
and environmental change. Developed over two decades in the research of the changing role of illicit drug
crops as part of rural livelihoods in some of the most remote and insecure parts of Afghanistan, it has
been further developed to allow for the examination of other challenging issues in fragile and conflictaffected areas, including the scale and nature of the cross-border trade in fuel, minerals and transit goods.
This specific research project involved more than 100 interviews with traders, transporters, and key
informants involved in each of the three value chains. These interviews were conducted in and around
chokepoints in the production, transport, storage and border transit of the goods under investigation.
Locations were identified through satellite imagery and knowledge of the context. Results of the fieldwork
were combined with on-the-ground photography and high-resolution imagery on a GIS platform to map
and model each cross-border value chain, including the amount of production and transport, costs,
revenues and net returns. This allowed for calculations of the economic and political repercussions of
changes in patterns of trade. The work was also informed by prior intensive fieldwork in both the
southwest and east, including over 600 in-depth interviews with traders, transporters, key informants, and
custom officials in Nimroz and Nangarhar, as well as further research that has allowed the team to build
USAID.GOV
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a deep knowledge of the cultural, traditional, and legal norms that govern the ownership and trade of
commodities – “the rules of the game” - in Afghanistan.

3. THE REPORT
The report consists of three detailed case studies of each of the cross-border value chains examined, and
this summary paper. The case studies provide the substantive detail and calculations on which this
summary is based. Each of the three studies detail the emergence of a specific area as a strategic
chokepoint in a value chain and documents the rules that govern the trade and transport of that
commodity, including the costs incurred at each stage of production. These empirically rich case studies
provide assessments of the changes in patterns of trade that have occurred as a result of armed conflict
or policy changes, and document who has benefitted or borne the cost, calculating the financial
implications for the different groups involved.

4. FINDINGS
The real economy of Afghanistan is markedly different from the one that is officially reported. In 2019,
the Afghan government reported imported goods valued at $6.8 billion and exported goods worth $863
million, of which the exports were 45 percent fresh or dried fruit, 21 percent medicinal herbs, and 10
percent minerals. In reality, however, trade at the borders is more than twice the amount of freight
reported by volume and possibly an even greater multiple of the reported value. For example, our
estimates of talc exports at their peak in 2018—prior to the curtailment of production in 2020—are more
than twice the amount reported in trade statistics, and almost five times the reported value. Highresolution satellite imagery also reveals a coal industry with significant undeclared exports, as well as
substantial amounts of chromites crossing into Pakistan without any of the trade recorded in official
statistics.
The same vast discrepancies can be seen with reported imports. Our calculations, show fuel imports from
Iran of 2.5 million metric tons, compared to the 1 million metric tons reported in Afghanistan's official
trade statistics. It is more difficult to calculate aggregate amounts or values of particular goods, but our
analysis of the trade in transit goods—items that are transported duty-free through Afghanistan's
neighbours on the agreement that they are consumed within Afghanistan—suggests a quantity and value
of goods that far exceeds declared imports. This research also points to a vibrant trade in a variety of
commodities sourced from all over Asia and the Gulf, transported across Afghanistan by a network of
traders and transporters, before being smuggled into Pakistan or other neighbouring countries by
handcart, pack animal and truck. This trade employs tens of thousands of people and generates hundreds
of millions, possibly billions of dollars, but the income, profits and its contribution to the economy goes
unreported.
The implications of the level of underreporting at Afghanistan's borders are manifest. For one, it points to
an Afghan economy that is much less agricultural than official statistics suggest. For example, trade reports
claim that minerals constitute only 10 per cent of the total value of Afghanistan's exports. However, this
is based on a systematic underreporting of the amounts of coal and talc stone traded, which underplay
the sector’s importance to the overall economy, even more so when coal and talc stone make up 99
percent of Afghanistan's official mineral exports- almost all of it going to Pakistan. In fact, once the potential
level of underreporting of coal and talc stone is factored in, minerals make up perhaps 23 percent of the
value of Afghanistan's exports. This figure is likely to rise further were accurate assessments of other
minerals, precious stones and metals, such as gold, chromites and lapis, included lazuli.
Similarly, the amount of employment, income and rents generated by these non-agricultural activities,
most notably the extraction, production, and processing of minerals, and Afghanistan's position as a major
3
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conduit for trade, questions the assumption of Afghanistan's agricultural character. At its peak in 2018,
the talc stone industry in Shirzad created an estimated 681,000 labour days of employment, and up to
$3.3 million in local wages, much of it to a rural population, who are most likely recorded as "farmers" in
official statistics. In contrast to projected estimates in which minerals and transit trade are critical to longterm growth, this research shows that minerals and trade make up a significant share of the existing
economy, and are major sources of revenue for officials, insurgents and local powerbrokers.
The second implication of underreporting of goods at and within Afghanistan's borders is the loss of
substantial revenue to the Afghan government. Our assessment of fuel imports from Iran indicates a
shortfall of up to $100 million per annum in duties and taxes due from the amount of fuel that enters
Afghanistan undeclared. The annual losses to the government on talc stone production were in the order
of $6.6 million before new contractual arrangements were put in place and local traders ceased operation.
While, the multiplicity of goods entering Afghanistan from a wide range of countries, makes it impossible
to offer an accurate assessment of the government losses on undeclared transit goods, it would not be
unreasonable to estimate that it would be in the hundreds of millions of dollars given that these goods are
typically more valuable than fuel, and the number of container trucks entering the country vastly exceeds
the number of fuel tankers. Ultimately, the scale of the losses across all three value chains have significant
implications for the financial sustainability of the Afghan state. This does not even begin to include similar
losses in other value chains.
This research shows that where the administration in Kabul loses financially, corrupt officials and the
Taliban gain. The latter two have a deep knowledge of the amount of goods that enter and exit Afghanistan
due to their presence on the ground. Control over chokepoints provide a comparative advantage to the
Taliban and corrupt officials, whether at the points of production in the case of talc stone, at strategic
locations in transit such as checkpoints at critical junctures on the main highway for fuel and transit goods,
at official and unofficial border crossings, or at the point of sale. What Kabul doesn't see Kabul doesn't
receive.
The main highways serve as the primary artery on which the Taliban and corrupt officials predate (see
Figure 1). The amount of money involved is startling. For example, the Taliban can earn up to $83.4 million
per annum from their tax on the movement of fuel and transit goods entering from Iran alone, siphoning
off a further $26.7 million at Muqur in Ghazni on transit goods joining the main highway from Spin Boldak.
The strategic positioning of their checkpoints in the southwest mean that there are few vehicles that evade
payment and with the amount of traffic plying these roads, it is likely that the tax on fuel and transit goods
is one of the Taliban's primary source of finance, significantly larger than the $40 million at which opiates
are valued.

USAID.GOV
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Figure 1 Main routes, with size of check points shown by amount of tax taken
The revenues collected by corrupt officials along the main highways are equally significant. Our estimates
indicate as much as $133.6 million per year is collected at government checkpoints on fuel and transit
goods entering from Iran. With as many as 31 checkpoints staffed by government officials from the border
crossing at Islam Qala in Herat to Kabul, and similar numbers on the journeys from the crossings at Mile
78 and Ziranj, it should be of little surprise that as much as one quarter of trader's transport costs are
absorbed by these illegal payments. Clearly, the proliferation of illegal checkpoints imposes significant costs
on trade, raises prices to the consumer, fuels animosity to the Afghan state and its institutions, and
provides millions of dollars in revenues to government officials and local powerbrokers, some of whom
may have little interest in a political settlement that might curtails these significant revenue earning
opportunities.
These findings have profound implications for diplomatic efforts to end the war. At the highest level, the
international community has approached the peace talks in Doha with the assumption that donor
assistance is vital to the financial survival of Afghanistan. Foreign ministers of several countries addressed
the opening of talks on September 12, 2020 with lists of conditions the warring sides must satisfy to obtain
future humanitarian and development aid. The diplomatic leverage that could be obtained from such
conditionality might be less than the ministers anticipated, if the underground economy is bigger than
previously understood. For the Taliban in particular, the bounty of illegal taxation could be easily converted
into legal taxes in the event of a peace settlement, suggesting that donors may have less influence over
the Taliban than expected.
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Conflict and violence track closely with these
points of revenue extraction (see Figure 2). The
illegal monies earned at some of the most
lucrative government checkpoints can be as
much as $9.75 million per annum; even more is
earned at the Taliban checkpoints at Farahrud,
Ghorgary, and Muqur. Even in more remote
areas, the collection at government checkpoints
can be as much as $0.5 million per year due to
the amount of traffic moving along the primary
roads. These monies are not kept by those who
collect them from the passing traffic; rather,
most is given as tribute to the senior government
officials who secure the appointment of family
members or associates to that particular
checkpoint. In fact, locally, some of these
checkpoints are named after the individual who
controls them, some of whom are the relatives
of
provincial
council
members
and
parliamentarians, and who determine who is selected to serve there. The concentration of violence
around these checkpoints should be viewed not just as a traditional battle over the control of territory
and the presence of opposing forces, but also seen through the prism of a contestation over revenues:
the attempt to derive monies, or deprive the other side of a revenue stream, and even, in the case of
some examples pursued by the Taliban in Farah, to strive to be seen as champions of anti-corruption.

Figure 2 Main routes, with size of check points shown by amount of tax taken and violent events between 2016
and 2020

USAID.GOV
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The research has also shown that development policies and programmes that fail to understand the
dynamics of cross border value chains - who gains and who loses, and by how much - risk exacerbating
conflict. For example, trade policies and infrastructural programs that look to restrict or redirect
economic activity may increase the flows of illegal monies to corrupt officials and the insurgency. This is
particularly evident with the rerouting of trade through Iran and Afghanistan’s western borders, where
there has been a proliferation of government checkpoints, and where the Taliban is much better
positioned to tax the movement of goods on the highways than it is on goods coming in from Pakistan at
Torkham and Spin Boldak. It can also be seen with the construction of roads and bridges in remote
territories with large mineral deposits. This kind of infrastructural developments can encourage
unregulated mining and provide a boon for local power holders and the insurgency. In the case of talc
stone, the Afghan government’s desire to enhance the quality and consistency of the product exported and thereby increase the price received and improve the balance of trade – has in fact led to production
coming to a halt, devastated the economy in the mining areas of Shirzad, and further weakened the support
for the government in this fractious border area, perhaps even leading to increased levels of opium poppy
and marijuana cultivation. A more robust understanding of these economies and the potential outcomes
of proposed policies and programs would allow these harms to be avoided or better mitigated.
Finally, there are the interests of Afghanistan's neighbours, Pakistan and Iran. This research shows that
trade through Iran has favoured the Taliban financially, illustrated in detail by the case studies on fuel and
transit goods. The closure of the Sasobai border crossing in Nangarhar by the government of Pakistan in
response to the Covid pandemic has been to the detriment of the population on both sides of the border,
with many jobs and significant income lost in Goroko, and substantial losses in revenue to the population
and militias in the Tirah valley. It has also led to transit goods being rerouted via Iran to Spin Boldak
thereby passing through Taliban checkpoints. There is no such permanent Taliban collection point through
Torkham and Spin Boldak. The fuel trade to Afghanistan has also been a boon for Iran, especially for the
population straddling the borders and the government, generating hundreds of millions of dollars in the
wake of sanctions and the ensuing downturn in the economy. Each of the case studies also shows how
the walls, fences and other border infrastructure built by Iran and Pakistan have not eliminated crossborder smuggling but instead channeled it to particular locations, benefitting some groups while denying
others employment, income and rent. The financial and political interests that these cross-border
economies serve should not be underestimated and will undoubtedly inform the positions adopted by Iran
and Pakistan.

5. CONCLUSION
Using well-focused fieldwork and high-resolution satellite imagery this research has sought to quantify the
scale and value of critical components of Afghanistan's underground economy, identify those who benefit
and the implications for the conflict. It has not focused on the money from Afghanistan’s infamous drug
industry, about which there is a considerable literature. Instead, it has centred on the mundane: the
everyday items that cross the country's borders without being declared—fuel, transit goods and talc
stone—some of which are then smuggled through official borders, or over the mountains, to be sold at a
premium in Pakistan. This is an economy that far outweighs the value of illicit drugs production, even if it
may not employ quite as many people.
The research has shown that the profits earned are substantial and that these value chains, particularly
fuel and the transit trade, provide considerable amounts of money to the insurgency, corrupt officials and
local powerholders. By conducting this analysis and locating the strategic chokepoints at which revenues
are collected and political leverage is gained, this research has provided a much more accurate and vivid
picture of the war economy than can be elicited from official statistics and it has shown how border
closures and policy changes impact on the financial flows of the warring parties. It has also documented
the role that these cross-border economies and some of the accompanying efforts to control and regulate
7
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their trade, have redirected economic benefits to the insurgency and damaged local economies in areas
where the government’s writ is contested. In doing so this research has highlighted the need for more
conflict sensitive policy and programming, including in efforts designed to promote economic growth and
trade.

6. RECOMMENDATIONS
There remains more to be done in
developing a more comprehensive
assessment of the undeclared economy,
how its incomes are distributed, and the
implications for a political settlement.
Diplomats seeking a peace deal have been
navigating blind through a maze of political
economy issues. Better understanding of
the financial stakes on the peace table
would assist with reaching a solution.
The first requirement is to fill the data gap
on the mining sector, in particular coal,
given that this one commodity represents more than three quarters of the total value of Afghanistan's
mineral exports, and evidence points to significant amounts leaving the country unreported.
The second is to complete the work on the fuel sector. Officially, almost half of Afghanistan's fuel imports
are sourced from Iran while the rest comes from Turkmenistan and Uzbekistan, entering through the
borders at Hairatan, Torghundi and Aqina. Filling this gap in the data through analysis at these points of
entry would also help with mapping the movement of transit goods, the unofficial checkpoints on the
primary roads, and the revenues collected. This would be a valuable tool for better understanding
incidences of violence in the north and north east and help identify the potential fracture lines in any future
political settlement.
From a policy and programming perspective it is critical that this kind of political economy analysis is
integrated across all sectors and themes in order to mitigate the risk of exacerbating conflict. This is
particularly important in the area of economic growth and trade which is a central part of most donor
programmes, many of whom seek to support the Afghan government in better regulating and taxing
economic activity, including the production of primary goods and cross border trade. As this research has
shown, the Afghan economy functions, and in some cases thrives, despite the prevailing levels of insecurity
and inefficiencies. The rules that govern production and trade in Afghanistan are contextual, influenced by
both local and regional interests and are the subject of bargains and negotiations. Regardless of its
composition, any efforts by a government in Kabul to gain greater influence over the economy through
regulation and taxation, will have its detractors within Afghanistan, and potentially abroad. Integrating
conflict sensitivity into economic programming is critical to mitigating the risk of local and regional
conflicts.
When it comes to stemming the government's lost duties and taxes, there is a need to establish more
comprehensive monitoring of the flow of traffic at borders and at mines. Satellite imagery offers a potential
option for holding mining contractors and border officials more accountable and could be pursued under
the auspices Independent Joint Anti-Corruption Monitoring and Evaluation Committee (MEC).
Practical steps need to be taken against some of the most egregious examples of predation by government
officials along the main highway. The propaganda value of the proliferation of checkpoints and the
USAID.GOV
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multitude of payments demanded by government officials serves the Taliban well, and has already been
utilised to their advantage. Any action taken by Kabul should be followed up by aggressive public messaging.
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CASE STUDY 1: THE TALC TRADE
A POLICY LED DISRUPTION: THE TALC INDUSTRY OF SHIRZAD
VALUE CHAIN MAPPING AND VISUALIZATION OF FUEL IMPORTS
FROM IRAN INTO AFGHANISTAN
1. INTRODUCTION
By 2018 the only talc mines in operation in Nangarhar were in Shirzad. The mines in Achin had closed as
early as 2015, with the incursion of the Islamic State into the Mohmand valley and the departure of a
significant proportion of the local population who had been the primary source of labour. Violence and
conflict also led to the closure of the talc mines in Kot and Pachir wa Agam (see Figure 3). While the area
around the mines in Shirzad - by far the most productive in the province - had seen repeated fighting since
2010, any disruption to production and trade had been temporary, limited to a few weeks, while either
the government, and subsequently ISKP, sought to wrest control over the area from the Taliban. This
changed in early 2020, when the Afghan government implemented new contractual arrangements in an
attempt to give a single business the exclusive right to the export of processed talc stone in accordance
with a tender it awarded the previous year.
The
response
to
the
government's policy was dramatic
and led to significant losses in
income to the local communities
in the mountainous areas of
Shirzad that have made the talc
industry the mainstay of the local
economy, as well as those
involved in the transportation,
processing and trading of talc
stone, most of whom are from
the area. Others have also borne
a burden for the decision to
change long existing contractual
arrangements that favoured local
traders, not least the government
and the Taliban who have both
lost significant amounts of money
with the curtailment of talc
production and the loss of a substantial tax base.

USAID.GOV
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Figure 3 Map showing the location of Talc mines in Nangarhar

2. THE RISE AND FALL OF THE TALC INDUSTRY IN SHIRZAD
FROM HUMBLE BEGINNINGS
According to local residents and those involved in the talc stone industry, mining began in the area in 2005
and 2006. Locally it is claimed that it was only with the return of Afghan refugees from Pakistan that the
population recognised the potential economic value of the Shawkanay, or nightstone, in the mountains to
the south of the district centre. Most prominent is the talk of the help of those returning from Kohat in
Khyber Pakhtunkhwa Province with both direct experience of mining there and in the talc stone industry
in Pakistan.
For the first few years talc mining in Shirzad was basic. Raw talc stone would be extracted using hand
tools, then transported by mule down to the storage areas, known locally as tikah, at the base of the
mountains, where the stone was cleaned and sorted, before being loaded onto 10 to 15 metric ton trucks
for onward travel to Torkham and Peshawar. The mountainous terrain made further exploitation
challenging and production was limited.
From 2009, the talc stone industry grew dramatically (see Figure 4). The Afghan government's Ministry of
Mines issued formal contracts for the exploitation of talc in Shirzad. Achin, Pachir wa Agam and Kot, with
awards for the largest amounts in the area to the south of Markikhel. Most contracts went to local traders
and, at its peak, there were around 50 traders with contracts for mining talc in Nangarhar, most of them
organised under a talc traders union.

11
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Figure 4 Imagery showing the expansion of the talc mines in Shirzad, 2010 -2014
To support the expansion of the talc industry, a number of private traders built roads connecting the
mines to the storage areas, taking a charge for each truck that used them (see Figure 5).1 These road
improvements allowed smaller 10 to 13 metric ton trucks to ply the route between the mines and the
storage areas, significantly increasing productive capacity. Once road access was secured diggers and
excavators were purchased and put to work in the mines, further increasing output. Finally, road
improvements between Jalalabad and Markikhel by the government supported larger 40 metric ton trucks
reaching Markikhel and the movement of much greater amounts of talc stone to be transported to
Jalalabad and onto Torkham and Peshawar (see Figures 5, 6 and 7).

1

These payments were the equivalent of 80 cents per metric ton.

USAID.GOV
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Figure 5 Imagery showing the expansion of the mines and storage areas in Shirzad, 2009 - 2012

Figure 6 Imagery showing improvement on the road between Shirzad and Jalalabad, 2007 and 2014

13
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Figure 7 Map showing the route from the mines in Markikhel to Peshawar
INCREASING PRODUCTION AND THE VALUE ADDED
In 2014, the formation of the National Unity Government, with Ashraf Ghani as president, brought further
changes to the talc industry in Nangarhar. Keen to increase the value added accrued by Afghan traders
(and the government’s own revenues) the new administration prohibited the export of raw talc, allowing
only processed stone to be exported from Afghanistan. To encourage the shift into crushed stone, the
government provided land to the traders on the Jalalabad ring road where they could establish factories
for processing.
While the ban is said to have led to a significant curtailment in the amount of talc exported in 2014, more
than 20 traders established premises south of the ring road, with some of those interviewed investing a
total of $800,000 along with their business partners, in new plant and equipment (see Figure 8). By 2016,
official trade statistics show that more than 200,000 metric tons of talc were exported from Afghanistan.

USAID.GOV
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Figure 8 Imagery showing the emergence of talc processing in Jalalabad between 2010 and 2018
Those mining, trading, processing and transporting talc report that the period between 2017 and 2019
were "good years". During this period, exports ranged between 350,000 to 390,000 metric tons per
annum, according to official trade statistics, almost all of the produce going to Pakistan, bar a few showcase
exports to Iran and China.2 Other estimates suggest production and exports were substantially higher.
For example, at Torkham both officials, and fieldwork in 2018,3*3* reported between 40 to 60 trucks
laden with talc crossing the border into Pakistan each day, the equivalent of between 584,000 and 874,000
metric tons per annum.4 While those in Shirzad, driving between the mines and the tikah, report plying
the route 2 to 3 times a day in 2018 and 2019, carrying loads of 13 metric tons, the equivalent of 26 to
39 metric tons per day. With drivers reporting between 60 and 70 trucks operating in the area, and high
resolution imagery identifying 71 in 2018, this could amount to anything from 674,000 to just short of 1
million metric tons of raw talc mined in Shirzad each year (see Figures 9 and 10).
The economic benefits the talc industry brought to upper Shirzad were significant. Talc became the
mainstay of the economy there and eliminated the dependence on opium and hashish production.
Employed either as labourers in the mines or storage areas, or as drivers in the trucks plying the road
from the mines to the storage areas, from the storage areas to Jalalabad, or from Jalalabad to Peshawar,
there was plenty of paid employment in the talc industry. Respondents report of "thousands" of jobs, and

In 2019, 1,000 metric tons of talc were exported to China via Hairratan and 370 metric tons to India via Ziranj and the trade
corridor through Iran. http://www.afghanistantimes.af/afghanistan-exports-talc-to-china-for-the-first-time/
https://www.tehrantimes.com/news/433354/Afghanistan-officially-starts-exporting-goods-to-India-through
3 David Mansfield, "Mules, Pick-Ups and Container Traffic: Cross Border Production and Trade and the Shaping of the Political
economy of Nangarhar,” AREU, June 2020, page 13. https://areu.org.af/wp-content/uploads/2020/07/2008E-Mules-Pick-ups-andContainer-Traffic.pdf/
4 A recent report by UNDP estimated talc production in 2017 to be 1 million metric tons per year, based on field observations
and interviews with traders. See UNDP, " Pitfalls and Promise: Mineral Extraction in Afghanistan", UNDP, Kabul, 2020, page, 38,
111- 112.
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our own analysis indicates that the talc economy could have generated full time employment for up to
2,000 people. Those with capital bought trucks or entered into the trade themselves.
In 2020, respondents reported that during the peak years of production 90% of the people in the area
were working directly or indirectly in the production and trade of talc; as one trader in Shandi Toot put
it, "The value of talc is higher than gold for our people, as the majority of people run their lives from it.”

Figure 9 Change in the number of trucks operating at the mines; 2017, 2018 and 2020
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Figure 10 Satellite imagery showing trucks at the mines, 2014 and 2018
DISRUPTING THE INDUSTRY

Until 2020, any disruptions in the production and trade of talc were temporary and largely the result of
fighting between the government, the Taliban and more in 2019 and 2020 the Islamic State - Khorasan
17
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Province (ISKP).1 While the Taliban established a position around the mines in the upper parts of Shirzad
as early as 2010, there were numerous attempts by the government - with the backing of ISAF and the
US military - to regain control over the area.
On the whole, the local community and traders seem to have come to accept the Taliban's dominant
position in the upper areas of Shirzad and resented efforts by the government to regain control,
particularly when these military operations achieved little other than temporarily push the Taliban out of
the area, only for them to return a few weeks later.
Many perceived these attempts by the government to extend its writ into the area, and subsequently the
effort by the ISKP to wrest control from the Taliban in mid-2019 and early 2020, 5 as driven by financial
interests and a desire to gain control of the checkpoints the Taliban had established at each of the storage
areas. Viewed largely as destructive and unnecessary, these military operations were seen as achieving
little other than inflicting harm on the local population and economy. Typically, these efforts lasted no
more than a few weeks at most, after which the trade and mining of talc would resume.
This was all to change. By April 2018 the Ministry of Mines and Petroleum were looking to find a single
business with the capacity to mine, process and export 300,000 to 500,000 metric tons of talc a year.6
The original 22 businesses7 that expressed an interest in this opportunity were subsequently whittled
down to eight,8with the final contract being awarded to the Karimzai Group, and its CEO Amin Karimzai. 9
Through much of 2019, the talc trade continued as before, despite the fact that the tender had been won
by the Karimzai Group and many of the existing businesses were operating with contracts that had
expired.10
However, in February 2020, the cross-border trade in raw talc stone all but came to a stop. While only
two or three traders whose contracts had not yet expired continued to mine, process and export as late
as December 2020,11 production was a fraction of what it had been in previous years. In fact, at the time
of the fieldwork for this research, many traders had left the Markikhel area, no longer maintaining their
operations in the storage areas in Markikhel, Shandai Toot and Eromina. Those that remained claimed to
mine at only 10% of their capacity, storing and sorting the stone in Markikhel area but not transporting it
to Jalalabad for processing and sale to Pakistan. High resolution imagery analysis confirms the downturn
in talc production with only 15 trucks visible at the mines in July 2020, with drivers reporting only one
journey between the mines and tikah each day, the equivalent of 195 metric tons (see Figure 11). Custom
officials at Torkham reported exports of up eight trucks of talc per day, the equivalent of 320 metric tons
per day, significantly less than the 1,600 to 2,400 metric tons per day in 2018.

https://afghanistan.asia-news.com/en_GB/articles/cnmi_st/features/2019/07/11/feature-02
https://momp.gov.af/sites/default/files/eoi_talc_english.pdf
7 https://momp.gov.af/sites/default/files/list_of_companies_who_showed_their_interest_2.pdf
8 https://momp.gov.af/sites/default/files/list_of_shortlisted_companies_6.pdf
9 https://momp.gov.af/sites/default/files/information_about_beneficiary-_karimzai-talc.pdf
10 https://areu.org.af/wp-content/uploads/2020/07/2008E-Mules-Pick-ups-and-Container-Traffic.pdf/
11The only companies whose contracts had not expired at the time of fieldwork were the Spinghar Afghan Talc, Shamshir Zamir
and Khalid Ayaaz which were due to finish in 2020, and Raihan Yunes and Amin Karimzai whose contracts had two or more
years left to run.
5
6
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Figure 11 Satellite imagery showing limited activity at storage areas 2020
For many of those interviewed from Shirzad, the Afghan administration's decision to contract a single
business for the exploitation of talc stone was always going to increase the antagonism they felt towards
the government in Kabul. Traders simply refused to operate as what they viewed as "commissionkars"
and receive what they believed would only be a small margin on each metric ton produced for the Karimzai
Group. For traders the profit is in the extraction in the mines of Markikhel, the processing of the stone
and its ultimate sale in Peshawar, and they are unwilling to work as what they believe would be at best
subcontractors for an "outsider,” for a fraction of the economic benefit (see Table 1).
Table 1. Costs, Gross Returns, and Net Profits on a truck carrying 40 metric tons of talc
stone
40 METRIC TON TRUCK

COST CATEGORY

19

LOW

HIGH

PRODUCTION

$367

$411

TRANSPORT

$494

$907

TAX: GOVERNMENT OF THE ISLAMIC REPUBLIC OF AFGHANISTAN

$412

$526

TAX: TALIBAN

$250

$250

TAX: GOVERNMENT OF PAKISTAN

$53

$53
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TOTAL COSTS

$1,576

$2,147

GROSS REVENUE

$3,160

$4,000

NET PROFIT

$1,584

$1,853
USAID.GOV

Furthermore, while Afghan law dictates that Afghanistan's underground minerals belong to the state,12
tradition and practice in Markikhel say otherwise. Pashtoon tradition dictates that hillside slopes
surrounding a village are owned collectively by its residents, with any produce, such as timber of firewood,
distributed to each household based on the proportion of irrigated land they own in the valley. This is
also the case with the mines in Shirzad, with local traders directly exploiting those parts of the mountain
where they believe they have "a share", while paying other sub tribes and families for the right to mine in
areas beyond what is perceived as their traditional claim. To further increase the economic advantage to
those from the area and who are believed to have traditional rights over the mines, local traders give
preference to those from Markikhel when recruiting workers. As such, it is a commonly held belief in
Shirzad that the mines are locally owned and should be exploited to the economic benefit of the local
community, traders and transporters from the area. Therefore, any attempt to hand over the mines to a
single business - even a local one - would have led to conflict.
Finally, many of the local traders argue that it was they who first developed the mines, even building some
of supporting infrastructure to allow for further exploitation. These traders also claim to have made
significant investments in their businesses and the talc stone industry, as a whole, at the behest of the
government - particularly after 2014 when they had been pressed by the new Ghani administration to
export processed rather than raw stone to Pakistan - and viewed the government support for this move
and its provision of land in Jalalabad for their factories, as tacit consent for the continued exploitation of
the mines.13 Although the Karimzai Group has history in the talc industry in Shirzad given its prior mining
contracts with the Afghan government, and the CEO Amin Karimzai has both agricultural and education
investments in Jalalabad and the surrounding area, he is not from Shirzad and is therefore considered "an
outsider" by both local traders and the population. Many of those interviewed in Shirzad point to the fact
that Amin Karimzai is thought to be of the Ahmadzai tribe and from Logar, like President Ghani, and allude
to this being a deciding factor in the contract being awarded to him. The decision to award the contract
to a company from outside the area, and with tribal affinities to the president, has only furthered the local
population’s suspicions over the government’s motives for continued military operations in upper Shirzad.

3. ASSESSMENT: WHO BEARS THE COST OF THE POLICY CHANGE
The impact of the disruption to the mining, processing, and trading of talc is significant, with far reaching
effects beyond the immediate area of Markikhel, including in Pakistan where the government, some of its
institutions, and the Taliban all collect payments on the talc trade. This section provides an outline of the
scale and nature of the losses incurred by the different populations involved in the production and trade
of talc along the value chain from Markikhel to Peshawar. To achieve this, it is first necessary to identify
the amount of talc produced and traded in Shirzad at its peak.
As has been indicated above, there is some dispute over the total amount of talc traded. The amount of
talc stone exported to Pakistan according to the Afghan government's own trade statistics does not tally
with the imports reported by Pakistan (the destiny for 99% of Afghanistan's talc exports).14 For example,
in 2019 Afghanistan's trade statistics report that 370,926 metric tons of talc stone were exported to
Pakistan at a value of $18.6 million, the equivalent of $50 per metric ton. That same year Pakistan reported
that it imported 432,402 metric tons of talc stone, at a value of $44.2 million, the equivalent of $102 per
metric ton, of which 97% (419,429 MT) came from Afghanistan. This is a discrepancy of almost 50,000
https://www.usip.org/sites/default/files/2017-05/sr404-industrial-scale-looting-of-afghanistan-s-mineral-resources.pdf
https://pajhwok.com/2020/07/07/nangarhar-33-talc-mining-firms-cease-functioning/
14 pages 277 & 303. https://www.nsia.gov.af:8080/wp-content/uploads/2020/10/Afghanistan-Trade-Statistics-Yearbook-2019.pdf
12
13
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metric tons and $22.3 million. This is not an isolated case, with UNDP reporting similar shortfalls in both
the price and volume of the talc trade in the trade statistics for 2018, not only for talc stone.15 Similarly,
the discrepancy in the figures for coal imports and exports between the two countries shows a deficit of
than 377,000 metric tons, while the official statistics for Afghanistan do not document the export of
chromite, despite high resolution imagery showing both mining and significant cross border trade with
Pakistan.
Drawing on detailed fieldwork and high resolution satellite imagery, this report calculates that exports of
talc stone at their peak from 584,000 to 874,000 metric tons per annum, valued at between $46.1 million
to $87.6 million per annum, based on prices of $78 to $100 per metric ton. This is in line with reports
from interviews with customs official, truck counts on the border in 2018, and imagery analysis of
productivity at the mines.16 This compares to an estimate of current production of only 116,800 metric
tons per annum, with a potential value of between $9.2 million and $11.7 million (see Table 2).
Table 2: Talc Economy

COST
CATEGORY

8 TRUCKS/DAY (2020)
LOW

HIGH

40 TRUCKS/DAY

60 TRUCKS/DAY

(LOW PEAK)

(HIGH PEAK)

LOW

HIGH

LOW

HIGH

PRODUCTION

$1,071,640

$1,200,120

$5,358,200

$6,000,600

$8,037,300

$9,000,900

TRANSPORT

$1,442,480

$2,648,440

$7,212,400

$13,242,200

$10,818,600

$19,863,300

TAX: GOVERNMENT
OF THE ISLAMIC
REPUBLIC OF
AFGHANISTAN

$1,203,040

$1,535,920

$6,015,200

$7,679,600

$9,022,800

$11,519,400

TAX: TALIBAN

$730,000

$730,000

$3,650,000

$3,650,000

$5,475,000

$5,475,000

TAX: GOVERNMENT
OF PAKISTAN

$154,760

$154,760

$773,800

$773,800

$1,160,700

$1,160,700

TOTAL COSTS

$4,601,920

$6,269,240

$23,009,600

$31,346,200

$34,514,400

$47,019,300

GROSS REVENUE

$9,227,200

$11,680,000

$46,136,000

$58,400,000

$69,204,000

$87,600,000

$4,625,280

$5,410,760

$23,126,400

$27,053,800

$34,689,600

$40,580,700

NET PROFIT

MARKIKHEL
Those most immediately affected by the disruption to the talc trade is the population of Markikhel. As
noted earlier, those with traditional rights to the mines are located in the irrigated valleys by the foothills
of the mountains in upper Shirzad, an area of 14,885 hectares. High resolution satellite imagery shows

UNDP, " Pitfalls and Promise: Mineral Extraction in Afghanistan", UNDP, Kabul, 2020, page, 38, 111- 112.
Although analysis at the mines point to higher levels of production, these figures are for raw talc stone, before cleaning and
sorting at the storage areas. It is only after this stage when trucks leave the storage area that trucks are weighed. It is this
weight that informs the tax that the Taliban collects in Peshawar.
15
16
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there are 9,111 household compounds in this area (see Figure 12), a population of between 91,000 to
128,000 people.17

Figure 12 Map showing area number of household compounds with traditional rights over the talc mines in Shirzad
The most direct effect of the disruption to the talc trade is the loss of income to these families. It is
estimated that at its peak, the talc industry would have created between 334,340 to 597,870 labour days
for those working in the mines and at the storage areas. While the vast majority of these jobs would have
been for unskilled labourers, paid only $3.10 per day, such as those loading and unloading the trucks at
the mines and storage areas, as well as cooks and guards, a small number, including the drivers of the
trucks and excavators, would receive up to $5.00 per day. Although low paid, this would have provided
the equivalent of $1.6 million to $1.9 million in wages to these communities (See Table 3). However, in
2020, there would have been less than 80,000 labour days at the mines and storage areas and wages would
have been no more than $249,000, constituting a loss of between $1.4 and $ 1.6 million to the community.
Table 3: Estimated Employment and income at Mines and Storage Areas in Markikhel
ONE TRUCK

EIGHT TRUCKS/DAY

SIXTY TRUCKS/DAY

LABOUR
DAYS

WAGES

LABOUR
DAYS

WAGES

LABOUR
DAYS

WAGES

LOW

HIGH

LOW

HIGH

LOW

HIGH

LOW

HIGH

LOW

HIGH

LOW

HIGH

22.9

27.3

$71,448

$85,176

66,868

79,716

$208,628

$248,714

501,510

597,870

$1,564,711

$1,865,354

This estimate works on a household compound in upper Sherzad consisting of between 10 to 14 people, drawing on
fieldwork for this report and previous work in the area.
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Further payments are made to the communities due to their traditional rights over the mines. These are
paid by the traders, via the tribal elders based on the weight of talc stone extracted from the mines.
Payments are based on extraction at the mines at the equivalent of 96 cents per metric ton, constituting
an additional income for the community of up to $840,960 per annum during the peak years of production.
By 2020, these payments would have fallen to $112,028. In sum, the communities of Markikhel will have
seen a reduction in income of $2.4 million from their peak in the 2017 to 2019 period to 2020 and the
contractual dispute with the government in Kabul.
JALALABAD
The most successful talc traders are found in Jalalabad, although almost all are from the Markikhel area
and have representation in the storage areas there. With the premises and equipment to crush raw stone
into different grades of talc stone, these traders - the factory owners - report exporting between 1,500
and 5,000 metric ton per month in 2018.
High resolution imagery (see Figure 13) and ground photos (see Figure 14) show many of these factories
mostly lying idle in 2020 due to lack of activity at the mines in Markikhel. Traders report employing only
one or two people, alongside guards for their premises, whereas in the past these factories hired more
than 100 people per day engaged in a variety of tasks. Estimates indicate that the current disruption in the
talc industry would have led to a loss of between 37,960 and 72,124 days of employment in the factories,
with a value of between $189,800 and $360,620 in lost income (see Table 4).
Table 4: Estimated employment and income in talc processing factories in Jalalabad

23

ONE TRUCK

EIGHT TRUCKS/DAY (2020)

SIXTY TRUCKS/DAY (HIGH
PEAK)

LABOUR
DAYS

WAGES

LABOUR
DAYS

WAGES

LABOUR
DAYS

WAGES

LOW

HIGH

LOW

HIGH

LOW

HIGH

LOW

HIGH

LOW

HIGH

LOW

HIGH

2

3.8

$10

$19

5,840

11,096

$29,200

$55,480

43,800

83,220

$219,000

$416,100
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Figure 13 Satellite imagery showing the talc processing factories in Jalalabad in 2020

Figure 14 Ground photo showing talc factory in Jalalabad lying idle, December 2020
Estimates indicate that the most significant loss will have been incurred by the traders themselves who in
the past earned substantial profit purchasing raw talc at the mines and selling processed stone in Peshawar.
In the absence of government contracts that would allow them to export, traders complain that they are
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paying for plant, staff and premises from their "own pocket.” Indeed, the disruption in the talc trade would
seem to have hit this group particularly hard, with a loss of up to $35 million per annum in net profits
from the peak levels of production.
It should not be assumed, however, that all this profit is retained by the traders. Most reported making
payments to local powerbrokers: "It is not just the Taliban, but powerful people in government receive
money for nothing; it is our obligation to pay them.” While discreet about the identities of the recipients
of these monies, traders did discuss the mechanisms deployed by "powerful people" to learn of the extent
of their business - including the practice of sharing contracts amongst a wide range of provincial
departments and governor's office as a means of encouraging transparency - and their obligation to pay
for fear of violence. Some also cited the incidence of kidnapping that has befallen them and their families.
A large trader in Jalalabad claimed he had paid $18,000 for the safe return of his son, while his business
partner paid a ransom of $19,000 for his nephew to be released, commenting, "this is the benefit of our
money and our business.”
Given the sensitivities, it was not possible to calculate the losses incurred by local powerbrokers due to
the disruption in the talc trade. Given the number of powerful elites operating in the province with
influence over appointments in key ministries and departments who would demand payment, it is probably
safe to assume that losses are in the millions of dollars.
EN ROUTE
Traders make a number of payments on the journey from the mines in upper Shirzad to the talc stone’s
final destination in Peshawar. Some of these are for services like transport, while others are for a mix of
formal and informal taxes.
Transport costs constitute between 31% and 42% of the total cost of production for talc depending on
the vehicle rental rates charged on the route from Markikhel to Jalalabad and from Jalalabad to Peshawar
(See Tables 5 and 6). During busy periods, rental charges can almost double, particularly in the summer
and early fall, the height of the season for exporting fruit and vegetables to Pakistan.
When the talc industry was at its height, truck drivers reported making three to four journeys to Pakistan
per month; they complained that in 2020 this was down to one, and on rare occasions, two journeys.
While employment in the transport sector does not appear to be significant - with most trucks containing
only a driver and a "cleaner" - the potential loss of income that drivers have incurred due to the downturn
in the talc economy could be as much as $1.1 million, with a reduction of 218,270 days of employment.
For the transport sector as a whole, the reduction in income is between $9.4 million and $17.2 million
per annum from the industry's peak in 2019, much of which will have been borne by the owners of the
trucks themselves.
Combined, formal and informal taxes make up between 39% and 45% of the total costs of talc production
(see Table 5). Of this around 60% is paid to the Afghan government, one third to the Taliban and the
remaining 10% to the government of Pakistan (see Figures 15 and 16).
The taxes imposed by the Afghan government are formal and collected by Customs, the Ministries of
Mines, Transport and Roads, as well as the Municipality at Torkham. By far the greatest share of taxes
(between 69% and 76%) paid to the Afghan government are accrued by the Ministry of Mines, imposed at
a rate of $6.9 to $9.6 for each metric ton of talc exported. This tax is collected at the central Customs
office in Jalalabad, on the main highway to Torkham. In 2019, the Afghan government would have earned
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up to $11.5 million in taxes from the talc industry in Shirzad. In 2020, following the fall in exports,
government revenues on the talc trade would have been as low as $1.2 million to $1.5 million, a loss of
more than $10 million.
Table 5. Estimated gross returns, costs and net profits on talc stone industry based on
varying levels of production

ONE TRUCK

EIGHT
TRUCKS/DAY

FORTY
TRUCKS/DAY

SIXTY
TRUCKS/DAY

LOW

HIGH

LOW

LOW

LOW

PRODUCTION

$367

$411

$1,071,640

$1,200,120

$5,358,200

$6,000,600

$8,037,300

$9,000,900

TRANSPORT

$494

$907

$1,442,480

$2,648,440

$7,212,400

$13,242,200

$10,818,600

$19,863,30
0

TAX:
GOVERNMENT
OF THE ISLAMIC
REPUBLIC OF
AFGHANISTAN

$412

$526

$1,203,040

$1,535,920

$6,015,200

$7,679,600

$9,022,800

$11,519,40
0

TAX: TALIBAN

$250

$250

$730,000

$730,000

$3,650,000

$3,650,000

$5,475,000

$5,475,000

TAX:
GOVERNMENT
OF PAKISTAN

$53

$53

$154,760

$154,760

$773,800

$773,800

$1,160,700

$1,160,700

TOTAL COSTS

$1,576

$2,147

$4,601,920

$6,269,240

$23,009,600

$31,346,200

$34,514,400

$47,019,30
0

GROSS REVENUE

$3,160

$4,000

$9,227,200

$11,680,000

$46,136,000

$58,400,000

$69,204,000

$87,600,00
0

$1,584

$1,853

$4,625,280

$5,410,760

$23,126,400

$27,053,800

$34,689,600

$40,580,70
0

COST
CATEGORY

TOTALS

HIGH

HIGH

HIGH

Table 6: Estimated employment and income from transporting talc from Markikhel to
Jalalabad and onto Peshawar
ONE TRUCK

T
R
A
N
S
P
O
R
T

LABOUR
DAYS
LOW

7.5
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EIGHT TRUCKS/DAY

WAGES

HIGH

LOW

HIGH

11.5

$38

$58

LABOUR
DAYS
LOW

HIGH

22,012

33,580

WAGES
LOW

HIGH

$110,062 $167,900

SIXTY TRUCKS/DAY
LABOUR
DAYS
LOW

HIGH

165,092

251,850

WAGES
LOW

$825,462

HIGH

$1,259,250
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Figure 13 Graphic showing transport costs for each section of the Journey
There has been considerable media speculation about the amount of money the Taliban generates from
the talc industry in Nangarhar. While the Taliban records the amount of talc loaded at the storage area
in upper Shirzad before the truck departs to Jalalabad, payments are taken from the trader in Peshawar.
The tax is currently levied at a rate of $6.25 per metric ton, an increase from $5.00 per metric ton in
2018. This means that in 2019, the Taliban could have earned as much as $5.5 million from the talc
industry in Shirzad; in 2020 its revenue would have been as low as $730,000, a fall of around $4.8
million.
Finally, there are the taxes accrued by the Government of Pakistan. These are much less significant than
those of the Afghan government or the Taliban, constituting only 2.5% to 3% of the total cost of
production. These taxes are largely imposed at Torkham, taken as fixed fees by Customs, the National
Logistics Cell and then a series of road tolls on reaching Peshawar. These were worth up to $1.2 million
to the government of Pakistan in 2019, and an estimated $153,000 in 2020 – a decrease of almost 90%.
Any other payments made en route between Markikhel and Peshawar are not paid by the trader but by
the driver of the truck, and therefore constitute part of the transport costs. These payments are
numerous but relatively low. For example, between Markikhel and Jalalabad there are seven separate
checkpoints, mostly manned by the Afghan National Police, typically taking around $3.80 per truck. This
compares with only 2 checkpoints collecting illegal monies between Jalalabad and Torkham. Combined,
these 10 checkpoints would have extorted to $854,000 in 2019, falling to $114,000 in 2020 (See Figure
16).
Between Torkham and Peshwar there are a further 14 informal checkpoints where informal payments
are demanded. Most are manned by paramilitary forces, known locally as khasadar, located along the
main road between Torkham and Shagai, others are operated by the Pakistani Police. Typically,
payments are less than $4.00 per truck but because of the number of checkpoints, the cost can soon
add up, cutting further into the transporters’ profits.
In 2019, transporters would have paid up to $1.3 million in illegal monies to these checkpoints; in 2020,
no more than $169,360. The map at Figure 17 shows where the greatest proportion of fees are
collected en route between Markikhel and Peshawar.
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How these illegal monies are distributed is hard to determine. It is commonly understood in
Afghanistan that those manning the checkpoints are required to pay a proportion of the monies
collected to the powerbrokers who had them appointed. As with the coerced payments made by the
traders in Jalalabad, it is difficult to assess exactly who will bear the brunt of these losses.

Figure 14 Map showing the route from Markikhel to Peshwar with locations where payments are collected en
route
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Figure 15 Map showing where the greatest proportion of fees are collected en route between Markikhel and
Peshawar

4. CONCLUSION
In 2019, Afghan government statistics reported that fresh and dried fruit made up 45% of the total value
of the Afghanistan's exports ($863.8 million), with minerals contributing only 10%. Of the $86 million
earned from exports, talc stone contributed 21% of value ($18.5 million) and coal 78% ($69.5 million).
The other 1% comprised of marble ($408,816), precious stones ($33,942), onyx ($24,524), lapis lazuli
($8,034) and "other minerals" ($398). Almost all of the talc stone and coal was exported Pakistan, 96%
and 99%, respectively.
This research estimates that, at its peak, the amount of talc stone exported from Afghanistan was
significantly larger than official trade statistics report, at 876,000 metric tons, with a potential value of
between $68 and $87.6 million. Were this to be factored into the official trade statistics of 2019, the
value of mineral exports would be between $138.4 million and $157.6 million and make up 15% to 16%
of the total value of exports. Evidence points to even larger discrepancies in the official reports for the
amount of coal exported from Afghanistan. A comparison between Pakistan and Afghan trade statistics
point to a reduction of around 377,000 metric tons in the recorded exports from Afghanistan in 2019.
Imagery analysis shows significant amounts of coal being traded through crossing points in Paktya, as well
as the mining and cross border trade of chromite in Paktya and Khost.
This all points to the fact that there is significant under reporting of the contribution that minerals make
to the Afghan economy in terms of the total value of trade, and in providing employment and income for
the Afghan population, and in generating revenues to the Afghan government. Estimates from this
research show that at its peak the Afghan government could have earned up to $11.5 million per annum
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from the production and export of talc stone in 2019 were there not significant underreporting of the
amount and value of the trade.
At the same time the Taliban's potential earnings were in the order of $5.5 million per annum, with
significantly less risk of traders evading payment due to their monitoring at the mines and collection at
the point of sale in Pakistan. The monies generated by local powerbrokers in Nangarhar are harder to
establish. While those manning the multiple informal checkpoints in Nangarhar between the mines and
the border will have earned around $850,000 per year extracting payments from those transporting
talc stone, it is the traders in Jalalabad who are likely to have been compelled to contribute much
greater amounts of money from what were the substantial profits from their businesses, to local and
possibly national powerbrokers. The monies accrued by the political families who dominate Nangarhari
politics and official appointments is likely to be in the millions of dollars.
This research also shows how the decision
to award the contract for the processing
and export of talc stone to a single
business has impacted on the industry, and
the different populations involved in the
talc industry between Shirzad and
Peshawar. While the losses in revenue to
traders, government and the Taliban are
far greater, the effect on the local
economy and population of Shirzad is
more significant. The talc stone industry
had become the mainstay of the local
economy, largely replacing opium and
hashish production after 2009.
The subsequent loss of around 500,000 labour days in the talc industry in 2020, with a reduction of up
to $1.6 million in wages, has hit the area hard and is likely to result in a resurgence in drug crop
cultivation and, in the absence of viable licit alternatives, a growing reliance on the production and trade
of illegal drugs.
Furthermore, the research shows that government's decision to award an exclusive contract for the
export of talc stone to an outside business and not renew the contacts of local traders who had been so
instrumental to the growth of the industry, will exacerbate local tensions with Kabul. The Taliban's
presence in upper Shirzad since 2010, with their "small government" approach to the economy,
extracting a relatively low level of tax, did not hamper growth in the talc industry over the last decade.
Instead, it is the government that the local population blame for any disruption to trade, be they
temporary, due to the military operations launched to gain territorial control, or more longer lasting,
owing to Kabul's desire to change the contractual arrangements that govern the industry. None of this
bodes well for the future.
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CASE STUDY 2: THE FUEL TRADE
A LIQUID ASSET BEING POURED AWAY: THE UNDERREPORTING
OF FUEL IMPORTS FROM IRAN
VALUE CHAIN MAPPING AND VISUALIZATION OF FUEL IMPORTS FROM
IRAN INTO AFGHANISTAN
1. INTRODUCTION
Officially, in 2019 Afghanistan imported almost half of its total fuel (petrol, diesel and liquid gas) from Iran,
at a combined value of $443 million.18 Unofficially, considerably more fuel is smuggled across the border
representing a significant loss in duties for the government of Afghanistan. There are three primary
crossing points for fuel crossing from Iran into Afghanistan: Islam Qala, Mile 78 and Ziranj. Islam Qala is
the longest standing formal crossing of the three and, until the explosion on February 13, 2021, saw the
greatest amount of cross border traffic. The smuggling of fuel at Mile 78 and Ziranj is much more extensive
with large amounts of undeclared fuel passing through the official crossing. This section charts the
development of each of these formal crossings, the scale of smuggling that has emerged alongside, and the
distribution of income earned along the length of the value chain in Afghanistan - including the revenue
lost by the Afghan government, and those earned by both the Taliban and what can only be described as
state actors functioning in a private capacity, such as members of security institutions like the Afghan
National Police.

2. THE EVOLUTION OF THE CROSS-BORDER TRADE IN FUEL FROM IRAN
ISLAM QALA
Islam Qala is Afghanistan’s longest standing formal crossing with
Iran, and until very recently saw the greatest amount of traffic.
According to key respondents, the fuel trade at Islam Qala dates
back to the Daud Khan regime (1973-78), when bushkas (20
litres) and barrels (80 litres or 200 litres) of fuel would
sometimes be smuggled across the border on public buses.
At the time, private vehicle ownership was limited and fuel for
both government and public vehicles was largely sourced from
the Soviet Union, via the northern port of Hairatan in the
province of Balkh, as it was during the communist regime that
followed.
It was during the mujahedin government (1992-96) when greater
amounts of fuel began to be transported across the border from
Iran via Islam Qala. Diplomatic and trading relationships with the Soviet Union broke down with the
withdrawal of their military forces from Afghanistan in 1989 and the breakup of the country in 1991, and
while most goods were imported via Pakistan, Iranian petrol and diesel began to make its mark on the
18

https://www.nsia.gov.af:8080/wp-content/uploads/2020/10/Afghanistan-Trade-Statistics-Yearbook-2019.pdf
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domestic market in Afghanistan, with reports of between 10 and 15 fuel tankers entering the country each
day at Islam Qala.
The number of private vehicles also increased significantly during the Mujahedin and the Taliban (19962001) regimes expanding the demand for petrol and diesel, as well as the number of people involved in its
trade. During the 1990s, fuel was transported during both the day and at night, with significant amounts
smuggled through the official crossing at Islam Qala, and via pickups and small trucks at various points
along the border.
The trade in fuel and other goods
through
Islam
Qala
increased
dramatically
during
the
Karzai
government (2002-2014). Significant
investments were made in border
infrastructure by both Tehran and Kabul
and the road between Islam Qala and
Herat was improved (see Figure 18).
Between 2004 and 2009, the border at
Islam Qala was transformed and a large
number of government institutions were
installed in a desire to facilitate and
regulate trade between Iran and
Afghanistan, including for the importation
of fuel. In 2006, reports suggested that
there were between 200 and 300 trucks
entering Afghanistan from Iran each day.19
By 2019 Islam Qala was one of Afghanistan’s busiest border crossings and generated $98 million in customs
duty, almost a quarter of all duties collected by the Afghan government that year, second only to Torkham
in the eastern province of Nangarhar.20

Asian Development Bank, Afghanistan: Cross Border Trade and Transport Facilitation, Technical Assistance Consultant's
Report, Project Number: TA 4536, July 2006. https://www.adb.org/sites/default/files/project-document/67082/36292-afg-tacr.pdf
20 https://www.nsia.gov.af:8080/wp-content/uploads/2020/05/Afghanistan-Statistical-Yearbook-2019-1st-Version.pdf
19
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Figure 16 Analysis of improvements to the border infrastructure at Islam Qala between 2006 and 2020
When it comes to fuel, most traders report that they typically purchase their fuel in Tayyebat, some 18
kilometres west of Islam Qala in the Iranian province of Khorasan (see Figure 19). Fuel from Iran is viewed
as lower quality than the diesel or petrol bought in Turkmenistan from where there is a vibrant trade via
Torghundi, but it is cheaper. As part of the Dogharoon Special Economic Zone, tanker drivers are allowed
to drive to Tayyebat without a visa, as well as the road and fuel permits that those travelling deeper into
Iranian territory, for example from Ziranj, are required to obtain. The fuel trade has expanded significantly
over the years and there are now as many as 50 traders operating, many of them located in a bazaar in
central Herat, with some reporting that they import anything from 200 to 700 metric tons of fuel per
month.
In November 2020, officials reported that there were approximately 250 trucks crossing this border from
Iran every day, with 10% of these trucks laden with fuel. Traders, transporters and local residents disagree,
arguing that more than twice the number of trucks crossed the border at Islam Qala, with up to 100
carrying fuel and with 10 to 15 crossing the border under the cover of night. Imagery appears to support
this claim, showing a total of 823 trucks entering Afghanistan either in the queue or parked waiting to be
processed at Customs at Islam Qala, of which 198 were fuel tankers (see Figure 20). With each truck
taking up to 2 days to process this would represent over 400 trucks per day.
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Figure 17 Route from Herat to Islam Qala and Tayyebat in Iran
While fuel trucks make up a sizeable share of the trucks crossing from Iran at Islam Qala, on any given
day there can also be 1,400 or more container trucks crossing or awaiting processing. Imagery in March
2020 shows 625 entering Afghanistan on a given day, either in the queue, or waiting to be processed by
customs. These trucks carry a wide range of imports, including construction material, food and high value
transit goods such as electrical items, cars (often labeled as “spare parts” to avoid duty), cigarettes, tyres
and other goods, from all over the Gulf, Asia and Australia. As such, Islam Qala is not only a major crossing
point for trade from Iran into Afghanistan but a key entrepôt of the transit trade on which many on
Afghanistan’s borders - and plenty in its interior - derive a livelihood.
By 2020, there were reports that trade through Islam Qala was facing a growing number of difficulties.
Foremost, was the growing insecurity on the road to Herat. Drivers and traders complained of the
intermittent presence of Taliban soldiers, mounting temporary checkpoints on the road and demanding
payments from drivers, while officials feared kidnap (see Figure 21). Ahmadabad, an area some 40
kilometres east of Islam Qala, was seen as particularly dangerous with drivers facing the risk of robbery
by thieves21 - alleged to have links with members of the provincial council - or predation by the Taliban.
The second growing difficulty of trading though Islam Qala was the increasing levels of corruption that
had emerged, with even officials complaining how prevalent it was. At the time of the fieldwork in
November 2020, both drivers and traders expressed contempt for the customs office at Islam Qala,
frustrated at the demands for illegal monies and how long it took to process entry into Afghanistan. There
were repeated reports that this frustration was spilling over into violence, with one incident resulting in
a customs official at the Office of Norms and Standards being injured after a fight with a driver who refused
to pay what was seen as an excessive bribe.

21

https://kabulnow.af/2020/07/customs-staffs-strike-over-insecurity-across-islam-qala-herat-highway/
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Figure 18 Imagery analysis showing fuel and TIR trucks at Islam Qala, 2020

Figure 19 Route from Islam Qala to Herat, including checkpoints
On February 13, 2021, trade at Islam Qala came to an abrupt halt with an explosion centered on the
Customs office for those trucks entering Afghanistan. High resolution imagery analysis reveals a blast that
covered 26 hectares, concentrated in the immediate vicinity of the Customs office, where there are often
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a large number of fuel trucks parked, as well as container traffic (see Figure 22). In total, 986 trucks were
destroyed in the parking areas around the customs office, as well as along the exit route out of the main
customs area toward Herat. Over half of these (513) were fuel trucks, explaining the ferocity of the
explosions and subsequent fire. The remains of a two further trucks can be seen strewn to the south of
the Islam Qala to Herat highway, thrown 500 metres by the force of the explosion. Another truck can
be seen to the east of the blast area. As a consequence of this event, the electricity supply to the city of
Herat from Iran, which runs through Islam Qala, was shut down, leaving the residents of Herat city without
power.
While the exact cause of the explosion remained unknown at the time of writing, local reports suggest
that the concentration of fuel trucks around the customs office, and the general backlog of vehicles in the
area, was a direct result of the refusal by drivers to give in to custom officials demands for even larger
payments.22 The total losses incurred by traders and transporters on the day could be up to $102 million.23
It is also reasonable to assess that for every day that Islam Qala is closed the Afghan government is losing
approximately $270,000 in revenues based on official trade statistics, but more likely that the losses will
exceed more $0.5 million per day, with the loss in fuel duties potentially constituting around $250,000.24
MILE 78
Mile 78 emerged from the deserts of Farah in 2013 only when the Iranian authorities recognised it as an
official border crossing (see Figure 23). Located 120 kilometres from Farah city, this border crossing had
been largely impassable, other than by foot, motorbike or pickup, until the Iranian authorities began to
invest. In 2014, the governments of Iran and Afghanistan began to put in place the infrastructure to
facilitate formal trade, including buildings for customs and border security. Iran also began to build an
asphalt road 50 kilometres into Afghan territory to the desert area of Baboos, to support the movement
of heavy vehicles (see Figure 24). By 2015, there was a further expansion in the amount of goods moving
though Mile 78, a consequence of the Iranian decision to close the border at Shaghali and Pashmaki in
Juwayn, in Farah and at Kroki in Kang, in the province of Nimroz, locations that had been busy smuggling
routes for fuel, people, transit goods and drugs. In 2019, the Afghan government reported collecting
$235.6 million in duties from Baghe pul, Farah, only 3.5% of the value of total exports for that year.
With the infrastructure in place, Mile 78 has become a major conduit for the transport of goods via heavy
vehicle, including fuel tankers carrying up to 90 metric tons. Drivers from the Afghan side cross the border
for the day, obtaining a permit from the passport office before driving into "bazaarchar" where goods are
then loaded onto their vehicles (see Figure 25). Bazaarchar itself sees little through traffic. It is a restricted
area where Iranian vehicles typically deposit goods for subsequent cross decking onto Afghan trucks. In
the case of fuel, Iranian tankers are emptied directly into their Afghan counterparts.

https://abcnews.go.com/International/wireStory/satellite-images-show-fire-devastation-afghan-iran-border-75921622
https://www.alcis.org/post/islam-qala-blast
24 With imagery showing 198 fuel trucks either queued or parked awaiting processing, and processing taking 2 days the daily
flow of fuel is approximately 99 tankers. With each weighing 25 tons and duty at $100 per metric ton, the total revenue to the
government would be $247,500.
22
23

USAID.GOV

MANAGING LOCAL RESOURCES AND CONFLICT |

36

Figure 20 Imagery analysis showing the impact of the blast at Islam Qala

Figure 21 Satellite imagery showing the expansion of Mile 78 between 2008 and 2018
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Figure 22 Imagery showing the improvement to the road from Mile 78 between 2008 and 2018

Figure 23 Different parts of the border crossing at Mile 78

USAID.GOV
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Fuel is by far the most commonly traded commodity at Mile 78. The size of the fuel storage area to the
south of the main road and the customs office is testament to this. Imagery shows how this area has grown
rapidly over the years with 197 storage tanks in 2014, and 369 in 2020 (see Figure 26). Key informants,
drivers and traders estimate between 120 and 200 fuel traders operating in the area, with some reporting
trading up to 600 metric tons of fuel per month. Cement, construction materials and food are also
transported across the border in large amounts, with customs officials claiming a total of 70 trucks crossing
at Mile 78 from Iran into Afghanistan each day, of which 20 were containing fuel. High resolution imagery
points to 178 trucks entering Afghanistan, either in a queue or parked in customs, of which 83 were fuel
tankers (see Figure 27).

Figure 24 Expansion of the fuel storage area at Mile 78 between 2014 and 2020
In fact, both field work and imagery suggest there is extensive smuggling across the border at Mile 78.
Tanker drivers and fuel traders report typically declaring less than half of their loads to customs at Mile
78, paying a fixed payment to a maximum of $4,000 on a full tanker of 90 metric tons of fuel, and only
$1,000 on 25 metric tons, savings of $5,000 and $2,500 respectively, in return for a bribe of up to $100.
There are also reports of wheat flour, cement and food items crossing the border illegally on smaller
trucks - up to 30 Mazda and Datsun per day - then transported to a meeting point at Sangshikan in a
remote part of Qala ye Kah, some 30 kilometres east of Mile 78. Here the goods are cross decked onto
larger trucks, typically 40 metric tons, and transported to other parts of Afghanistan via Pushtrud. As the
high resolution imagery shows, and drivers confirm, trucks are prevented from entering Farah city via the
west at the Bagh e Pul bridge, and are diverted into Pushtrud, where they either enter the city to the
north, or more commonly drive north east through the district of Balabulok where they then join the
main Highway just to the south of the town of Farahrud.
The journey between Mile 78 and Farahrud is challenging. The asphalt road built by the Iranians
deteriorates significantly after the district centre of Qala ye Kah, forcing many drivers to take the desert
road to the north, the "Anardara road.” This has the added advantage of avoiding some of the ANP
39
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checkpoints scattered on the road through the Bo Momhammadyan area and their demands for payments
of up to $45 per truck (see Figure 28). Flood damage to the asphalt road is extensive, particularly during
the season in February and March, increasing the risk of damage to trucks, and thereby the rental costs
to traders. There is also a high risk of violence with both drivers and traders reporting the recent death
of two drivers, killed at an ANP checkpoint in Qala ye Kah after an altercation when they had refused to
pay the bribes that were demanded. The Taliban also present a threat to trade, with reports that they
closed the main road in 2020 for a number of weeks, claiming it was in a bid to reduce government
corruption, until local traders and elders intervened.

Figure 25 Imagery analysis showing the number of trucks at Mile 78
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Figure 26 The route from Mile 78 to Farahrud and Highway with checkpoints

ZIRANJ
It was not until 2005 that the border at Ziranj was formalised. Prior to that this there was no official
crossing between Afghanistan and Iran in the province of Nimroz. Instead, a wide range of goods, including
fuel, carpets, drugs and people were transported via an array of illegal crossing points, known locally as
guder, which were typically located in villages that straddled the Helmand river in the districts of Ziranj,
Charburjak and Kang. The border itself was marked by a series of berms and ditches that the Iranian
government had built in the 1990s and early part of the twenty first century in an attempt to restrict the
flow of drugs from Afghanistan. While both the river and Iranian border structures and guards did limit
the volume of goods that could cross the border, there was nevertheless a thriving illegal economy in
Nimroz.
In 2005, the Iranian government sought to increase trade with Afghanistan and formally opened the border
at Ziranj, marking its decision with the construction of the Pol e Abrisham bridge. This bridge crossed the
Helmand river at Milak, on the outskirts of the city of Ziranj, the provincial centre of Nimroz, and
supported the movement of larger vehicles and trucks between the two countries (see Figure 29 ).
This move was followed by the construction of border facilities, as well as the greater border protection
with the erection of a wall, seventy miles in length and five meters in height, that served to severely
hamper trade across many of the informal crossing points in the districts of around Ziranj and Kang, and
channel trade through the formal border crossing at Milak.
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Figure 27 Development of border crossing at Milak between 2008 and 2021
Further building took place between 2005 and 2009, most notably the construction of the road between
Ziranj and Delarem on the Highway one, thereby connecting the Afghan/Iranian border with consumers
and producers in the cities of Herat, Kandahar and Kabul (see Figure 30).25 Funded by India, this $100
million asphalt road was part of a wider regional effort that included investments in the deep water port
of Chabahar in Iran, aimed at strengthening Afghanistan's political and economic ties with India and Iran
and reducing its dependence on Pakistan for international trade.26

Afghanistan Institute for Strategic Studies, 'Strategic Analysis of the Chabahar Port: Afghanistan-Iran-India Relations', AISS-P013-2018, Kabul 2018. https://www.slideshare.net/RobSentseBc/afghanistan-iran-india-relations-march-2018
26 Thomas Barfield, "Afghanistan: A Cultural and Political History, Princeton University Press, New Jersey, 2010, page 344-345.
25
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Figure 28 Route from Chabahar to Ziaranj and Delarem, with insert showing road improvement
Traffic through Ziranj has steadily increased with the completion of the road and the improvement of
border management. In 2006, there were estimates of around 70 vehicles - only some of them container
trucks crossing the border at Ziranj. By 2019 officials reported processing around 125 trucks per day,
largely consisting of fuel, cement, construction material and food items. A truck count at the border,
confirmed by key informants, suggest that as many as 300 to 350 trucks crossed the border each day, of
which 100 to 120 contained fuel. High resolution imagery shows 355 trucks entering Afghanistan via Ziranj,
of which 106 were fuel trucks and 249 were container traffic (see Figure 31).
In 2020, traders reported that with lower transport costs through Iran, and none of the extended border
closures and changes in procedures that were implemented in Pakistan - particularly in the wake of the
COVID pandemic - Ziranj had become an increasingly popular route for the import of transit goods to
Afghanistan, including electrical items, cars, and spare parts. Many of these goods are destined for Spin
Boldak in Kandahar, for onward shipment to other parts of Afghanistan, or for smuggling into Pakistan.
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Figure 29 Imagery analysis showing the number of trucks at Ziranj
Much greater amounts of fuel are smuggled via the official border crossing itself. This is not of the scale
of Mile 78 where tankers may bring in up to 50 metric tons of undeclared fuel into the country but it is
nevertheless significant. While each truck will contain numerous bottles (1 to 3 litres) of smuggled fuel in
the cab, the bulk of illegal fuel crossing
the border at Ziranj is concealed in
tanks in the body of the tanker itself.
Typically containing up to three false
tanks with a capacity of 5 metric tons
of fuel, these tanks are filled in
Afghanistan prior to entry to Iran
where the tanker is then weighed.
When filled with water 27 the false
tanks are immediately emptied and
subsequently refilled with Iranian
domestic diesel, while the main tanker
is laden with up to 25 metric tons of
export quality fuel, purchased further
into the interior of Iran, in places like
Bushera, Isfahan or Zabul. On return
to the border at Milak the tanker is then weighed again and the difference noted between its "empty"
weight on entry to Iran and its weight when full upon exit to Afghanistan.

There are growing reports - and seizures in Iran to suggest that some of these false tanks contain liquid crystal
methamphetamine.
27
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Registering as only 25 metric tons heavier than when "empty," the tax is paid and the truck allowed to
proceed on its way. Once in Ziranj the fuel from both the concealed tanks and the primary tank are
unloaded into large storage tanks in the city before being transported in larger 40 or 70 metric ton tankers
to Kandahar, Kabul, or other cities.
While transporting fuel via Milak/Ziranj offers the financial advantage of much more lax controls than Islam
Qala, there are further costs incurred (see Figure 32). Travel into the interior of Iran requires a visa,
alongside road and fuel permits. With visas costing $430, road permits 253 Euros and fuel permits $120,
the cross-border trade in fuel has provided the Iranian government with valuable hard currency. It has
also priced out of the market many of the smaller traders who used to thrive in the fuel trade on the
Afghan/Iranian border.

Figure 30 Route from Iran through Ziranj to Delarem, showing checkpoints

3. ASSESSMENT: HOW MUCH IS BEING LOST BY THE GOVERNMENT, HOW
MUCH IS BEING EARNED BY ARMED ACTORS.
Our assessment is that the scale of underreporting in the amount of fuel imported from Iran is significant
and that it has far reaching implications for the financial sustainability of the Afghan government, and a
direct impact on the revenues of armed actors, both the Taliban and those inside the government with
their own political and financial interests.
As has already been discussed, there are a variety of mechanisms in operation for the smuggling of fuel.
Some are relatively small scale but frequent, such as the fuel smuggled across the border in bottles and
bushka in the districts of Ziranj and Kang in the province of Nimroz. Assessing the total amount of fuel
crossing the border this way is difficult but it would be possible to assess the potential scale by counting
the number of fuel trucks using the Ziranj to Delarem road and comparing it to those entering Afghanistan
officially at Milak. However, this is beyond the scope of this work.
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Indepth discussions with those directly involved in the fuel trade, as well as key informants at key border
locations, suggests a far greater proportion of fuel enters Afghanistan unreported through the official
crossings at Islam Qala, Mile 78 and Ziranj. As noted above, this undeclared fuel typically crosses into
Afghanistan in tankers that are either not reported at all (all borders), concealed in false tanks (mostly
Ziranj), and within tankers where the fuel is declared but more than half goes unreported (Mile 78).
High resolution imagery analysis and fieldwork at each of the border crossings points to as many as 100
fuel tankers entering Afghanistan via Islam Qala each day, along with 40 through Mile 78 and 100 via Ziranj.
When we consider the differences in the size of these fuel tankers, this would amount to daily imports of
as much as 240 fuel trucks per day, the equivalent of 2.5 million metric tons of fuel per year (see Table 7).
This stands in contrast to the one million metric tons of fuel officially imported into Afghanistan from Iran
in 2019 (see Table 8).
Table 7. Truck count and estimated fuel imports from Iran
CROSSING
POINTS

NUMBER DAILY

WEIGHT
(METRIC TONS)

AMOUNT
DAILY (METRIC
TONS)

AMOUNT
YEARLY
(METRIC TONS)

ISLAM QALA

100

25

2,500

780,000

MILE 78

30

90

2,700

842,400

10

25

250

78,000

100

25

2,500

780,000

ZIRANJ
TOTALS

240

7,950

2,480,400

Table 8. Fuel Imports from Iran, 2019
FUEL IMPORTS FROM
IRAN

FUEL IMPORTS TO
AFGHANISTAN

AMOUNT
(METRIC
TONS)

VALUE
($USD)

AMOUNT
(METRIC
TONS)

VALUE ($USD)

A80 PETROL

120,076

$54,097,965

286,041

$129,056,866

42%

DIESEL

266,272

$119,556,068

342,618

$154,170,674

78%

L05 65 DIESEL

406,486

$182,873,603

417861

$187,996,212

97%

LIQUID GAS

231,833

$81,002,636

675,076

$235,963,368

34%

PETROLEUM

23,834

$5,504,582

508,851

$228,814,366

5%

FUEL TYPE

TOTALS

USAID.GOV

1,048,501

$443,034,854

2,230,447

FUEL IMPORTS
FROM IRAN AS
% OF TOTAL

$936,001,486
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For the purpose of calculating the financial implications of the underreporting that is taking place, we will
assume that all of the fuel crossing the borders at Islam Qala, Mile 78 and Ziranj is diesel. After all,
according to official trade statistics, the vast bulk of total imports of what is recorded as "diesel,” and
"L05-62 diesel,” come from Iran, and these two products made up almost two thirds of total fuel imports
from the Islamic Republic of Iran in 2019.
In-depth interviews with fuel traders and transporters has allowed us to calculate the costs, and both
gross and net returns on transporting a tanker of diesel from each of points of origin through the border
crossings of Islam Qala, Mile 79 and Ziranj and its subsequent sale in Kabul. Recognising the different
tanker sizes used in these journeys, on both sides of the border this has been converted into the equivalent
costs, gross returns and net profits per metric ton (see Figure 33).

Figure 31 Revenues, costs and net profits on fuel by route
Taking these calculations and estimated at each border crossing it is then possible to estimate the potential
revenues to the different groups along the value chain (see Table 9).
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Table 9. Revenues, costs and net profits on total estimated fuel imports per year
COSTS AND
REVENUE

ISLAM QALA TO
KABUL

MILE 78

(IN
MILLIONS
OF USD)

LOW

HIGH

LOW

HIGH

LOW

HIGH

LOW

HIGH

FUEL

$323.7

$323.7

$386.56

$395.77

$256.1

$256.1

$966.36

$975.57

FEES

$1.95

$4.29

$0

$0

$0

$0

$1.95

$4.29

AFGHAN
GOV

$78.07

$85.87

$36.95

$40.94

$71.56

$88.53

$186.59

$215.35

TALIBAN

$8.53

$10.96

$4.47

$5.75

$8.53

$10.96

$21.53

$27.69

IRAN GOV

$.74

$.74

$0

$0

$14.43

$14.74

$15.17

$15.48

TRANSPORT

$54.6

$58.5

$59.82

$62.58

$78

$78

$192.42

$199.08

TOTAL

$467.5

$484.07

$487.82

$505.05

$428.62

$448.34

$1,384

$1,437

TOTAL
REVENUE

$503.1

$503.1

$593.65

$601.94

$503.1

$503.1

$1,599

$1,608

NET
PROFIT

$35.5

$19.023

$105.8

$96.88

$74.47

$54.75

$215.8

$170.6

TOTAL

ZIRANJ

What we see is a marked contrast to the official statistics reported by the Afghan government, which
reports fuel imports from Iran at a value of $434 million. Instead, with an estimate of 240 fuel trucks
crossing the border each day, and a possible 2.5 million metric tons, we have fuel imports from Iran of a
value of almost $1 billion, generating up to $215.4 million to the Afghan government each year, largely
consisting of customs duties - and potentially twice the value of what Kabul currently collects.
It is also possible to assess the amount of money the Taliban generate from their imposition of taxes on
this trade. With Taliban checkpoints at Farahrud, in Farah, and both Ghorghory and Delaram in Nimroz,
there are few trucks entering Afghanistan from Iran that can evade paying tribute to the insurgents (see
Figure 34). The trucks that do use the highways in the southwest that are not caught at these three
checkpoints, are subsequently swept up at Muqur in Ghazni, along with those travelling from Spin Boldak
to Kabul. With taxes charged at a rate of between $438 and $562 per truck, the Taliban earnings on the
fuel trade from Iran could be in the order of $27.7 million, an important contribution to their military
campaign.
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Figure 32 Taliban checkpoints on major highways in south and Southwest Afghanistan
It is important to note that there are others taking a share of the revenues from the fuel sector. While
traders are responsible for paying formal taxes, be they Afghan or Iranian government- and the informal
taxes charged by the Taliban - there are a number of payments, largely the multitude of checkpoints along
the roads, that fall to the transporter. On the route through Ziranj there are formal fees charged by the
Iranian government, but which are the responsibility of the transporter, these being the cost of the both
fuel and road permits. Ultimately, these costs are absorbed in the price, or "rent,” the transporter charges
to the trader for each metric ton of fuel carried.
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Through detailed interviews with traders and transporters, along with ground photos and high
resolution imagery, it was possible to identify and map the most prominent checkpoints on each of the
primary routes that each fuel truck takes from each of the border crossings with Iran onto, and then
along, the main highway to Kabul (see Figure 35).
The number of checkpoints reported within Afghanistan is significant, with the route from Islam Qala to
Kabul having 31 checkpoints, Mile 78 to Kabul, 32, and from Ziranj to Kabul, a total of 24 checkpoints.
Almost all of these were manned by Afghan institutions, most prominently the Afghan National Police, but
all so Traffic Police, ANCOP, Customs.
When combined with the fees paid it is then possible to calculate the amounts earned at each checkpoint
along each route. Within Afghanistan, most checkpoint payments are relatively small at around $4 to $6.50
per truck on the main Highway but rise to between $25 and $40 per truck on more insecure routes, such
as between Mile 78 and Farahrud. However, these individual payments soon mount up given the large
number of checkpoints reported.
What this disaggregated data points to is the cost advantages of some routes over others, the implications
of the proliferation of illegal payments, and the large amounts earned at key locations. Perhaps the most
striking element is that the costs transporters incur between $33.1 and $46.1 million dollars because of
these extra charges, up to one quarter of the rental costs charged for freight.
A comparison of the costs of checkpoints per route reflect the advantages of transporting fuel via Mile
78, reinforcing the relative profitability of this route shown above. It is important to note, however, that
while checkpoint payments are relatively high for the journey from Iran through Ziranj to Kabul, this is in
large part due to the cost of road and fuel permits in Iran, which contribute an estimated $13.2 million to
the government in Tehran. Were these removed, the total cost of checkpoints on the fuel imported from
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Iran through Ziranj would fall to between $4.1 million and $5.9 million, the equivalent of $5.3 to $7.6 per
metric ton (see Table 10).
Drilling down further into the data, it is possible to calculate the amounts earned at strategic checkpoints.
For example, illegal payments on fuel transported from Islam Qala, Mile 78 and Ziranj to Kabul could earn
officials at the customs office in Kandahar up to $4.9 million per annum. But even more circumspect
locations, such as the Afghan National Police checkpoint at the district centre of Kishke Nakod, could
earn up to $310,000 on fuel trucks alone due to the amount of traffic along that stretch of the main
highway. Other checkpoints with much lower levels of traffic, such as those on the road between Mile 78
and Farah can generate even greater amounts of revenue - from $380,000 to $450,000 on fuel alone - due
to the much high payments they extract from each truck.
Drivers, traders and key informants allege that much of this money does not stay with those that collect
the payment but is passed onto the powerbrokers that got these individuals appointed. For instance, the
Afghan National Police checkpoint some 2.5 kilometres from the exit of the customs office at Mile 78 and
checkpoint at the Baghe Pul bridge to the west of Farah city, are said to be the fiefdoms of prominent
parliamentarians and relatives of members of the provincial council. If true, these calculations show just
how much money some of these state officials can earn solely from predating on the transport of fuel.

Figure 33 Border crossings from Iran into Afghanistan and checkpoints en route to Kabul with estimates of check
point payments collected over a year
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Table 10. A comparison of the costs of checkpoints per route

FUEL VALUES

PAYMENTS PER
METRIC TON

AMOUNT OF FUEL
PER YEAR (METRIC
TON)

TOTAL VALUE ($USD)
LOW

HIGH

LOW

HIGH

ISLAM QALA

$11.81

$25.80

780,000

$9,208,089

$20,123,214

MILE 78

$7.15

$7.44

920,400

$6,580,860

$6,851,867

ZIRANJ

$22.21

$24.50

780,000

$17,325,750

$19,110,000

$33,114,699

$46,085,080

TOTALS

2,480,400

4. CONCLUSION
Annual imports of fuel from Iran are likely to be 2.48 million tons, more than twice the 1 million tons
recorded in official trade statistics. This would be consistent with a value of up to $1 billion on entry,
and $1.6 billion once sold in Kabul. The economic impact of the scale of underreporting is a loss of
revenue to the Afghan government of up to $100 million per year.
The underreporting of fuel imports is systemic and particularly pronounced at Mile 78. The emergence
of Mile 78 as a prominent border crossing has been advantageous to those on both sides of the border.
The rapid growth in the amount of goods, including fuel, transported through Mile 78 since 2014, is not
unrelated to the imposition of sanctions on Iran and the subsequent collapse of the Iranian rial. Fuel
imports at Ziranj have also increased, to the point that cross border traffic there rivaled that of Islam
Qala prior to the fire that curtailed cross border trade there in February 2021. Ziranj is another border
where underreporting of fuel imports, and the smuggling of illegal fuel, is rife.
While corruption is endemic at Islam Qala, the growth in the fuel trade through Mile 78 and Ziranj is
telling. By bypassing official payments and procedures, traders can earn significantly more profits
transporting fuel through via Mile 78 and Ziranj, than Islam Qala where procedures are more by the
book. For example, deep in the desert, surrounded by countryside where the Taliban dominate, much
can go on at Mile 78 away from the glare of Kabul. Afghan traders have managed to circumvent duties,
typically paying less than half of what they should, a significant loss to the Afghan government. The lack
of oversight in such insecure terrain has also been a bonanza for those officials posted there. Illegal
payments to the customs office could be in the order of $2 million on fuel imports alone. Other
checkpoints manned by Afghan security personnel between Mile 78 and Farah city have the potential to
earn almost $500,000 in illegal monies on the fuel trade. This is a potential windfall for the local and
provincial powerbrokers to whom tribute is allegedly due for supporting appointments to the most
lucrative checkpoints. The scale of corruption along these routes only serves to fuel antagonism towards
the government amongst traders and drivers.
The Taliban's earning from the trade in fuel from Iran is significant, generating between $21.5 million and
$27.7 million per year. With checkpoints strategically located at key chokepoints in the south west, the
Taliban has gained considerably from the realignment of trade relations between Kabul and Islamabad,
and the growing importance of trade with Iran.
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CASE STUDY 3: THE TRANSIT TRADE
CONNECTIVITY: NOT JUST A THING OF THE FUTURE, IT’S
ALREADY HERE
VALUE CHAIN MAPPING AND VISUALIZATION OF THE TRANSIT TRADE IN
AFGHANISTAN
1. INTRODUCTION
The transit trade is a complex and dynamic, ever-shifting system that involves a wide range of goods,
producer countries, routes and destinations, both within Afghanistan and neighbouring countries. It may
involve purchasing a container of car engines in Taiwan and having them transported by boat to Bandar
Abbas in Iran. From there they might be trucked to Islam Qala, where they will formally pass through
customs, before then being transported via the main highway to Nangarhar via Kabul, and onto the village
of Goroko in Durbaba. Once there, the engines would have been unloaded, stored, and subsequently
transported by pack animal over the mountains into Tirah before taking their final journey by truck to
Peshawar. This is just one example. Car engines from Taiwan could just as easily be substituted with
cigarettes from Dubai, Korea or Japan, or perhaps car tyres from Indonesia or China. They could be
routed via the deep-sea port at Chabahar in Iran for onward transport to Spin Boldak, or to Karachi and
onto Torkham or Spin Boldak, only to be smuggled back into Pakistan through Kase and the mountain
passes.
The logic in the goods and routings lies only in the cost of the goods, of transport and the potential mark
up to be earned by selling these items in Afghanistan, in Pakistan or in another neighbouring country. It is
a trade that has motor cars imported into Afghanistan, driven to the base of the mountains in Nangarhar,
disassembled, put onto camels and transported over the mountains into Pakistan where they are put back
together again for sale in Peshawar. It functions because despite the circuitous routes and sheer number
of actors and payments, profits can be made due to the different tax regimes operating between
neighbouring countries and the potential for both fraud and smuggling.
This case study examines what have historically been two of the primary nodal points for the transit
economy, Goroko in Durbaba in Nangarhar, and Spin Boldak in Kandahar. It explains the emergence of
these particular locations as important transport hubs and the multimillion-dollar economies that have
emerged. These border towns are early examples of the "connectivity" that the Afghan government and
international donors talk of when referring to the future engines of growth of the Afghan economy:
developed with the assistance of public investment in infrastructure but largely built on their strategic
location, endemic corruption and the ability to exploit and evade regulatory systems on both sides of the
borders that they straddle.

2. UNDER THE GUIDE OF THE PANDEMIC: SHUTTING DOWN THE TRANSIT
TRADE BETWEEN GOROKO AND TIRAH
The village of Goroko in Durbaba, Nangarhar, would be of little note were it not for the multimilliondollar trade in transit goods centered there until early 2020. A barren piece of land through much of the
early 20th century, it was during the reign of King Zahir Shah that people from the Alisherkhel tribe from
Achin began to encroach upon the lower area of Goroko. The interest in the land did not lie with any
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agricultural potential but rather in its strategic position as a chokepoint on the route through the mountain
pass at Sasobai on the border to the Tirah valley in Pakistan (see Figure 36). This well trodden route had
been a major conduit for people and goods crossing the border when the official border at Torkham is
closed, particularly when those making the journey wanted to pass between Afghanistan and Pakistan
relatively unnoticed.

Figure 34 Route from Goroko to Peshawar through Sasobai and Tirah
Goroko itself stands just to the south of the Jalalabad to Torkham road, and 8.2 kilometres to the north
of the border crossing at Sasobai. As such, it serves as a useful entrepot for embarking on the tortuous
route over the mountains to Pakistan. Sasobai has traditionally been dominated by the Mulagori tribe,
primarily located around the village of Zangora at the foot of the mountain pass.
The terrain, altitude and width of much of the Sasobai pass make it impassible by vehicles, even four-wheel
drive cars. The only way through is by foot, or by pack animals such as donkeys, mules or camels. The
absence of a suitable open space where goods can be stored, then cross-decked, extends the journey time
and the difficulty of the crossing, and consequently the types of goods that can be transported. As such,
goods are transported and stored at Goroko before being being reloaded onto pack animals.
From Goroko these animals traverse a narrow wash before reaching Zangora and then climb to 1,600
metres and the Sasobai pass on the Pakistan border. From the pass, they journey a further 1.4 kilometre
down a steep slope to Tirah bazaar at 1,300 metres, where the goods are subsequently unloaded and
stored before being transported on to Peshawar by truck (see Figure 37). In total, it takes four hours to
travel the 9.6 kilometre from Goroko to Tirah. The route is so narrow in some places that the pack
animals are required to walk in single file. Some loads must be carried by camels if they are to be able to
pass through the boulders and obstacles along the way.
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Between 1984 and 1991, Goroko was largely abandoned, with many of the people from the area relocating
to Khkarghaly in Pakistan to escape the fighting between the communist regime and the mujahedin. While
there was some trade across the border at Sasobai during the 1992-96 mujahedin government, it was not
until the Taliban regime that local stores, known as batay, began to be built and the amount of goods being
transported via this route began to increase.

Figure 35 Imagery showing the different stages in the journey from Goroko to Sasobai and onto Tirah
Between 1984 and 1991, Goroko was largely abandoned, with many of the people from the area relocating
to Khkarghaly in Pakistan to escape the fighting between the communist regime and the mujahedin. While
there was some trade across the border at Sasobai during the 1992-96 mujahedin government, it was not
until the Taliban regime that local stores, known as batay, began to be built and the amount of goods being
transported via this route began to increase.
The amount of trade through the area expanded significantly with the establishment of the Karzai
government and the reconstruction effort funded by the international community. Improvements to
infrastructure, particularly the construction of roads and bridges, played a critical role in increasing the
amount of smuggling through Goroko, not least the construction of the southern ring road. This road,
completed in 2010, supported the movement of container traffic and connected Jalalabad to Bandar Wali
on the main Highway via the districts of Chapahar, Rodat, Bati Kot, and Shinwar. Officially, it serves to
reduce congestion on the main Highway (see Figure 38). However, it also meant that inbound transit
goods that had passed through Torkham and cleared in Saracha near Jalalabad, could be rediverted and
subsequently unloaded in stores in Goroko within 1 hour of departing Customs.
It was during this period that the Alisherkhel comsolidated their control over Goroko and the transit
trade through the Sasobai pass. A powerful tribe with influence in the Karzai government, they imposed
restrictions on the movement of traffic. This was achieved by demanded that all trucks from Jalalabad ot
Torkhamn unload in Goroko, preventing further travel up the wash to Sasobai. This ruling established
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Goroko as the critical chokepoint in the cross-border trade to Pakistan, and a vibrant trading center of
stores, traders, and employment opportunities for labourers and transporters emerged. Had the
Alisherkhel allowed trucks and vehicles onward travel along the wash to Sasobai, all this economic activity
would have occured in the upper area under the auspices of the rival Mulagori tribe. As such, the Mulagoris
business interests were limited to goods smuggled from Pakistan, at that time largely consisting of wheat
flour, cooking oil, sugar and other foods, as well as livestock.

Figure 36 Imagery showing improvements to infrastructure around Goroko between 2008 and 2021
Goroko's role in the transit trade expanded further during the latter years of the Karzai government and
the first term of President Ghani. Traders, transporters and key informants talked of the trading
opportunities at the time, referring to it jokingly as "more important than Dubai.” The use of pack animals
to ferry goods - including disassembled cars - over the mountains created thousands of job opportunities.
Locals estimate that at its peak there were up to 10,000 pack animals and as many as 5,000 labourers
found either resting in Goroko or plying the route through Sasobai to Tirah each day. High resolution
imagery confirms that in 2018 there were around 2,700 animals active along this route each day - except
on Fridays (see Figure 39). Reports were of labourers earning anything from $6.25 to $12.50 per day, and
some of the stores having inventory of $2 million in goods.28
The Alisherkhel tribe gained economically from the concentration of trade in Goroko. For example, each
truck that unloaded at Goroko was required to pay a “facilitation fee” of $18.75. By 2018 it was estimated
that as many as 15 container trucks were unloaded in Goroko each day, providing significant revenue for
the Alisherkhel tribe, as well as for the traders and transporters that dominate this unofficial route to
Pakistan. The amount of goods each animal could carry, the price for each journey, and the number of
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journeys the animals and their handlers could do each day, were also all governed by the Alisherkhel. A
fee of 62 cents was also charged by the tribe for each journey these animals made.
On the other side of border there was another informal regulatory authority taking its dues. In Tirah, it
was the "peace committee" that was responsible for the onward movement of goods to Peshawar.
Established by the Afridi tribe under a political settlement with the Pakistani military following a military
offensive in the valley in 2015, this committee determined how many trucks of loaded goods could leave
the area each day, charging a tax of between $6,250 and $8,750 for a shipment of up to 16 metric tons
(See Figure 40).

Figure 37 Imagery showing expansion in the business activity at Goroko between 2014 and 2019
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Figure 38 Imagery showing showing trucks parked in Tirah valley waiting to pick up loads at storage area.
In 2018, confident of expanding business opportunities, there were efforts by the Alisherkhel elders to
widen the pass between Goroko and Sasobai and open it up to two-way traffic. Funded by a “Tribal Fund”
and paid for by taxes imposed on those who ply this route, it was anticipated that this new track would
reduce congestion, increase the number of pack animals that could use this route, and in turn, increase
the rents that could be extracted.
Ultimately this increase in traffic did not come to pass. Shifting political interests in Pakistan, and then the
Covid-19 pandemic in the spring of 2020, led the Pakistani government to close the gates that it had
erected at Sasobai in 2019; in doing so it sealed off a cross border route that had been used for centuries.
The closure of this border had been some time in coming only working its way around to the southern
districts of Nangarhar in 2019, and many did not fully expect it to impact on Sasobai.
The government of Pakistan first began to build a border fence in 2007, some years after the idea was
first raised by General Musharraf in 2001.29 The Pakistani govermen argued the fence would prevent the
movement of illegal goods and terrorists across the border, the Afghan authorities saw it as an attenpt to
demarcate a border they disputed. Facing opposition from the Afghan government, violent confrontaion
in several border areas by the local population, then clashes between Afghan and Pakistani military forces,
Islamabad abandoned their efforts for a few years. However, in 2014, they returned to their border
protection project, intially digging a 2 by 3 metre trench along the southwestern border of Afghanistan in
the Pakistani province of Baluchistan, before returning to fence construction in 2017.
Priority for the fence lay with the agencies of Bajaur, Mohmand and Khyber, much of which borders
Nangarhar, and by 2018, Pakistan had sucessfully completed two rows of 3 metre fence, with razor wire
along much of Pakistan’s mountainous western border north of Torkham, ultimately closing off some of
29
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the long established smuggling routes that had operated through the districts of Lalpura and Goshta on to
Gandau in Pakistan. The closure of these routes to the north of Nangarhar through Mohmand territory
led to a significant uptick in the cross-border traffic south through Goroko and on to Sasobai in Durbaba
district (see Figure 41).
Between 2015 and 2019 traders in Goroko had almost exclusive rights over the smuggling of transit goods
into Pakistan, a position the Peace committee on the other side of the border in Tirah took full advantage
of by further increasing the payments it imposed on departing trucks. By 2019, the fencing had been
completed along Pakistan's mountainous border with the southern districts of Nangarhar, leaving only a
few strategic gaps through which people and trade could continue to pass - Sasobai was one of them. In
March 2020 the gates at Sasobai were closed and remain closed at the time of writing. In closing the gates,
the Pakistan government sealed the fate of both Goroko and Tirah, depriving the populations of
employment and income and their political leaders of significant funds. Now the area largely lies idle, as
traders look to run down the inventories they had built in the stores at Goroko, smuggling lighter goods
such as tyres and cigarettes through Torkham where they can, while rerouting heavier goods such as car
parts and cars through Spin Boldak in the south, where opportunities for cross border smuggling remain
easier (see Figure 42)

Figure 39 Imagery showing phased introduction of border fence around Nangarhar between 2018 and 2020
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Figure 40 Imagery showing the contrast in activity on the route from Goroko to Tirah through Sasobai between
2019 and 2020

3. THE CONTINUED GROWTH OF SPIN BOLDAK
Spin Boldak is located some 120 kilometres south of the city of Kandahar on the Pakistan border. A dry,
desert area with little cultivable land, there are few viable economic opportunities other than the crossborder trade (see Figure 43). The border itself sees a significant number of people crossing each day as a
large number of those working in Spin Boldak actually live in Chaman in neighbouring Pakistan. As a
consequence, at the end of each day, at around 4 pm, there is a rush for the border, as those working in
Spin Boldak look to cross before the Pakistani authorities close the gate.
The border bazaar known as Wesh became a focal point for trade with Pakistan in the 1990s. In the days
of Zahir Shah and Daoud Khan (1973-78) opportunities were more limited and largely restricted to
transferring goods over the border by hand, or using pack animals, similar to the practice in Torkham
during the same period. During the communist regime (1978-92) and mujahedin governments (1992-96),
Spin Boldak became a casualty in the conflicts, the little infrastructure it had was damaged and much of
the population fled across the border to Pakistan.
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Figure 41 Route between Kandahar city and Chaman via Spin Boldak, showing agricultural areas
It was during the Taliban regime in the mid to late 1990s that the Spin Boldak border began to prosper,
largely due to private businessmen. At the time, Wesh was awash with car lots - "car bargains" – and other
vehicles, primarily from Dubai, Japan and the Gulf, as well as electrical items such as air conditioners and
televisions, and car parts, largely tyres - much of which was transported into Afghanistan from Pakistan
and Dubai only to be smuggled back into Pakistan in order to avoid the punitive tax imposed on imports.
However, it was during the Karzai government that the cross-border trade really took off in Spin Boldak.
In fact, some traders talk of the Karzai government as the "period of development", the years in which
the transit trade expanded most (see Figure 44). Buoyed by large amounts of international assistance and
the presence of NATO forces, there were significant investments in both physical and institutional
infrastructure at the border and along the road to Kandahar city. The relationship with Pakistan was also
viewed as more favorable, further supporting cross border trade.
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Figure 42 Expansion of the border area at Spin Boldak between 2005 and 2014
Development continued in Spin Boldak after the drawdown in international forces in 2014, albeit at a
slower pace. New bazaars continued to be built along the road to Kandahar city and the road was widened
under the Ghani administration so as to aid the movement of people and goods. Locals reported that in
2020 there were more than 1,500 traders in the bazaars and as many as 3,000 persons working in the
transport sector "from all 34 provinces" and trading in a wide array of goods sourced from all over the
Gulf, Asia and Australia. Imports are predominantly transit goods: food items, clothes, construction
materials, medicine and car parts, including tyres. Officials currently report around 110 to 130 trucks
entering the country from Pakistan each day. High resolution imagery analysis indicates the figure could
be nearer 200 trucks (see Figure 45).
Official exports are typically agricultural produce, mostly of different types of fruit and vegetables,
depending on the season. Traders argue that the trade in vehicles and spare parts forms the backbone of
the economy in Spin Boldak. Certainly, one of the most visible markets is that of Kakaran, where every
kind of car part can be found. This market covers an area of almost one square kilometre and lies just
south of the numerous car bargains that lie on both sides of the arterial road (see Figure 46).
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Figure 43 Imagery analysis showing the number of trucks at Spin Boldak

Figure 44 Imagery showing Kakaran bazaar
Unofficially, there is a significant amount of goods crossing the border into Pakistan through Spin Boldak.
Smaller items such as cigarettes, and cooking oil are smuggled by handcart, typically by children as young
as 10 years of age. Known as "laghary,” these transporters are paid to cross the border multiple times
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each day taking goods to traders on the other side for onward travel to Chaman. However, a significant
amount of traffic in Wesh is rerouted over the mountains into Pakistan, similar to the redirection of
imports from Torkham via Goroko in the eastern province of Nangarhar. In Kandahar the route is not so
precarious and can be travelled by vehicle; no pack animals are required. The route is through Kase, some
20 kilometres from the district center at Spin Boldak, crossing the front line between Afghan government
and Taliban forces (see Figure 47). Without a presence at Spin Boldak or on the road to Kandahar city,
the route through Kase is the Taliban's only source of revenue from imports and exports within the
province of Kandahar. At Kase, a fee of $50 to $62.50 is collected on each truck en route to Pakistan
over the mountains. As many as fifty cars are reported to take this journey each day and 4 to 6 trucks of
spare car parts along with tyres.

Figure 45 Imagery showing the route the from Spin Boldak through Kase to Chaman
While transit goods from Pakistan are an important part of the trade in Spin Boldak, a growing number of
Afghan traders and transporters indicate a preference for importing goods via Iran, particularly in the
wake of the Covid-19 pandemic, when Pakistan closed its borders from March to August 2020. Most
report significant challenges with transporting goods via Pakistan and the port of Karachi and complain of
the Pakistani authorities constantly changing procedures and rules to the detriment of Afghan traders. As
one trader exclaimed: "Karachi needs more time [than transporting goods through Iran].” In particular,
the closure of the border by Pakistan from March to August 2020 imposed a significant financial toll on
traders in both Spin Boldak in Kandahar and Jalalabad in eastern Afghanistan.30 The costs incurred in the
form of "demurrage" - a penalty to traders for not taking delivery of their freight from Karachi port within
a 10 day period - is seen as entirely of the Pakistani authorities’ making due to their decision to close their
borders and prevent onward shipment to Afghanistan. The border with Iran was not closed as long, and
These costs were in the form of "demurrage" a penalty for the prolonged stay of a container at a port. Due to the border
closures many traders found themselves unable to take delivery of their freight within the 10-day period required by the
authorities at Karachi, thereby incurring large penalties for every day that a container remained at the port.
30
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the costs not so severe. The result has been a growing confidence in the ports of Bandar Abbas and
Chabahar in Iran as way points for goods bought in Asia and the Gulf for import into Afghanistan.
The route from Iran is not without its own difficulties but these are almost entirely within Afghanistan.
Insecurity features heavily in the concerns of the transporters using Highway one, alongside the related
issue of corruption. A common complaint is the proliferation of checkpoints along the main roads within
Afghanistan and the conflict and violence associated with them. Journey times have become prolongedtripling in some cases - due to the fighting, damage to the roads and the number of official checkpoints
that have emerged, each requesting payment. Fighting between the Taliban and the government seems to
be concentrated around these checkpoints, and there are even reports of the Taliban closing sections of
the road - for example around Farahrud, and on the road from Mile 78 - claiming that they have done so
to reduce the corruption by the Afghan authorities.
The delays and the rise in costs experienced by those plying these routes have led to a growing discontent
amongst transporters and traders in Spin Boldak and a major source of dispute. Transporters will often
arrive in Spin Boldak asking for further money from traders due to the unforeseen costs incurred along
the way, largely a function of an increase in the number of checkpoints and the amounts charged. For their
part, traders complain that transporters agree a rent for the journey, then ask for more money. It is a
common complaint by truckers that the proliferation of checkpoints has halved the income of truck
owners and that illegal monies are now obtained through the threat of violence by both government and
the Taliban. Both traders and transporters complain that corruption has reached an unprecedented level
and point to the demonstrations that have been mounted at the customs office in Kandahar city, and in
Spin Boldak, calling for the removal of government officials - with no effect. They also reflect positively on
a Taliban that charges "only once" and issues receipts at their checkpoints along the arterial roads, in
contrast to a government that charges multiple times with "more than 20 checkpoints on the road from
Islam Qala" (see Figure 48).

Figure 46 Routes from Islam Qala, Mile 78 and Ziranj to Spin Boldak, showing all checkpoints
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4. ASSESSMENT: WHERE PAKISTAN CLOSES, IRAN AND TALIBAN GAIN
Afghanistan has long been a major conduit for goods smuggled into Pakistan. As early as 1997 a World
Bank study estimated that this trade was worth $2.5 billion, at that time almost half of Afghanistan's
estimated GDP.31 Since then the transit trade has grown dramatically along with Afghanistan’s economy,
and has come to involve most of Afghanistan's neighbours. Made up of a multiplicity of different
commodities with widely ranging values at both origin and sale - with many goods purposefully imported
into Afghanistan only to be smuggled out again - it is almost impossible to offer an accurate assessment of
the transit trade's overall contribution to the Afghan economy. Trade statistics point to imports with a
value at official points of entry of $5.2 billion in 2019, excluding wheat and wheat flour, petroleum and
electricity.32
As the case study on fuel has shown, the level of underreporting is significant, more than 50 percent at
some border crossings. The same could be true of the import of transit goods, particularly given the
opportunities - and profits to be earned - for smuggling these goods across the borders for sale in Pakistan.
Indeed, interviews with custom officials in Nangarhar in 2018 suggested that an estimated 50 percent of
the goods imported through Torkham were subsequently rerouted back into Pakistan through Sasobai
and other unofficial border crossings.33
An analysis of the net profits earned in the cross-border smuggling of transit goods shows just how
lucrative this business can be. Based on interviews with transporters and traders at both Goroko and Spin
Boldak, it was possible to assess the gross revenue and net profits on the sale of a number of transit goods
sold in Afghanistan and when rerouted into Pakistan. These show that by transporting goods illegally across
the border profits can be increased substantially. For example, the net profits on car tyres can be increased
from $12,300 per container when sold in Jalalabad, to $30,000 when smuggled through Torkham hidden
in a truck of vegetables or fruit, to as much as $46,000 when trafficked over the border via pack animals
into Tirah (see Tables 11 and 12). The same can be seen with cigarette smuggling, with net profits rising
from $37,000 per container if sold in Jalalabad, to $102,000 when sold in Peshawar when smuggled by
handcar via Torkham, to as much as $124,000 when taken over the border to Tirah by mule for onward
transport to Peshawar (see Tables 13 and 14).
Table 11: Revenues, costs and net profits - Chinese tyres smuggled to Peshawar via Torkham
CHINESE TYRES SMUGGLED
TO PESHAWAR VIA SASOBAI

GROSS REVENUE ($USD)
PRICE

PRICES

TRANSPORT
COSTS

PER CARTON

PER CONTAINER

KOREA

$50

JALALABAD

$100

$50

$32,500

PESHAWAR

$165

$110

$71,500

RENT

China to Karachi

$4.15

$2,700

UNLOAD

Karachi

$0.10

$62.50

Cited in Rubin, 2000, https://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.461.517&rep=rep1&type=pdf
https://www.nsia.gov.af:8080/wp-content/uploads/2020/10/Afghanistan-Trade-Statistics-Yearbook-2019.pdf
33 https://areu.org.af/wp-content/uploads/2020/07/2008E-Mules-Pick-ups-and-Container-Traffic.pdf/
31
32
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RENT

Karachi to Jalalabad

$3.85

$2,500

RENT

Jalalabad to Goroko

$0.38

$250

STORAGE

Batay

$0.10

$62.50

RENT

Goroko to Dhaka

$0.20

$130

RENT

Dhaka to Peshawar

$31.25

$20,312.50

SUB TOTAL
TAXES/
PAYMENTS

$40.12

$26,080.00

FEE

Alisherkhel

$0.05

$31.25

DUTY

Customs

$23

$14,950

SUB TOTAL

$23.00

$14,950.00

TOTAL COST

$39.27

$148,637.50

NET PROFIT PESHAWAR

$70.73

$45,975

NET PROFIT JALALABAD

$18.90

$12,287.50

Table 12: Revenues, costs and net profits - Chinese tyres smuggled to Peshawar via Sasobai
CHINESE TYRES SMUGGLED
TO PESHAWAR VIA SASOBAI

GROSS REVENUE ($USD)
PRICE

PRICES

TRANSPORT
COSTS

PER CARTON

PER CONTAINER

KOREA

$50

JALALABAD

$100

$50

$32,500

PESHAWAR

$165

$110

$71,500

RENT

China to Karachi

$4.15

$2,700

UNLOAD

Karachi

$0.10

$62.50

RENT

Karachi to Jalalabad

$3.85

$2,500

RENT

Jalalabad to Goroko

$0.38

$250

STORAGE

Batay

$0.10

$62.50

RENT

Goroko to Tirah

$5

$3,250

RENT

Tirah to Peshawar

$0.77

$500

SUB TOTAL
TAXES/
PAYMENTS
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$14.35

$9,325

FEE

Alsiherkhel

$0.03

$18.75

DUTY

Customs

$23

$14,950
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TAX

Amman Committee

$1.92

$1,250

SUB TOTAL

$24.92

$16,200

TOTAL COST

$39.27

$148,637.50

NET PROFIT PESHAWAR

$70.73

$45,975

NET PROFIT JALALABAD

$18.90

$12,287.50

Table 13: Revenues, costs and net profits - Cigarettes smuggled to Peshawar via Torkham
CIGARETTES SMUGGLED TO
PESHAWAR VIA TORKHAM

GROSS REVENUE ($USD)
PRICE

PRICES

TRANSPORT
COSTS

PER CARTON

PER CONTAINER

KOREA

$90

JALALABAD

$350

$230

$138,000

PESHAWAR

$400

$310

$186,000

RENT

Korea to Karachi

$5

$3,000

LOADING

Karachi

$0.10

$62.50

CONTAINER

Karachi to Jalalabad

$4.38

$2,625

RENT

Jalalabad to Goroko

$0.42

$250

STORAGE

Batay in Goroko

$0.21

$125

RENT

Goroko to Torkham

$0.13

$2,250

RENT

Torkham Cross border

$31.25

$18,750

RENT

Torkham to Peshawar

$125

$75,000

SUB TOTAL
TAXES/
PAYMENTS

$99,887.50

DUTY

Customs

$50

$30,000

TAX

Alisherkhel

$31.25

$18,750

SUB TOTAL

USAID.GOV

$166.48

$81.25

$48,750

TOTAL COST

$148,637.50

NET PROFIT PESHAWAR

$37,362.50

NET PROFIT JALALABAD

$102,312.50
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Table 14. Revenues, costs and net profits - Cigarettes smuggled to Peshawar via Sasobai
CIGARETTES SMUGGLED TO
PESHAWAR VIA SASOBAI

GROSS REVENUE ($USD)
PRICE

PRICES

TRANSPORT
COSTS

TAXES/
PAYMENTS

PER CARTON

PER CONTAINER

KOREA

$90

JALALABAD

$350

$230

$138,000

PESHAWAR

$400

$310

$186,000

RENT

Korea to Karachi

$5

$3,000

LOADING

Karachi

$0.10

$62.50

CONTAINER

Karachi to Jalalabad

$4.38

$2,625

RENT

Jalalabad to Goroko

$0.42

$250

STORAGE

Batay in Goroko

$0.21

$125

RENT

Mule Goroko to Tirah

$3.75

$2,250

RENT

Truck Tirah to Peshawar

$3.13

$1,875

SUB TOTAL

$16.98

$10,187.50

DUTY

Customs

$50

$30,000

TAX

Alisherkhel

$0.03

$18.75

TAX

Amman Committee

$36.46

$21,875

SUB TOTAL

$86.49

$51,893.75

TOTAL COST

$103.47

$62,081.25

NET PROFIT
PESHAWAR

$206.53

$123,918.75

This analysis points to a lucrative trade that is not accounted for in national trade statistics or in most
assessments of the size and nature of the Afghan economy. With the multitude of goods that pass through
Goroko and onto Sasobai and Tirah - for example, tea, sugar, electrical goods, car tyres, car parts as well
as cars themselves - it is almost impossible to estimate the true value of trade through this route. It is
possible, however, to offer an indicative calculation based on a product that is reported to make up a
significant share of the overall trade through this route. Tyres for example are a product that is often seen
loaded on donkeys and mules en route to Sasobai. In 2015 Pakistan estimated that almost 40% of the
countries tyres were smuggled in from Afghanistan.34 It is also a product of middling value compared to
the more expensive goods such as air conditioners and fridges, yet more valuable than food items such as
tea and sugar.

34

https://tribune.com.pk/story/910917/literally-a-black-market-tyre-smuggling-leaving-a-hole-in-the-economy
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When we consider that at its peak there were up to 15 containers being unloaded each day in Goroko
(the equivalent of 4,680 container per year), and as many as 2,700 pack animals making the journey over
the border every day six days per week, were we to calculate the value of trade based on a product as
mundane as car tyres, the total value of trade would be as much as $334.6 million, with $215.1 million in
net profits accrued by traders.
Estimating the value of the economy for smuggled cigarettes is aided by some of the work done in Pakistan
analysing the market penetration of Afghan products there. In 2018, Oxford Economics (2018) estimated
that there were 434 million cigarettes in Pakistan sourced from Afghanistan, and that "Afghanistan is a
significant transit market for contraband cigarettes entering Pakistan", a market that they estimated to
consist of 9,840 million cigarettes.35 Interpreting "significant" as two thirds of the overall market for
contraband cigarettes, this would represent a combined total of the equivalent of 1,712 containers of
cigarettes smuggled into Pakistan each year from Afghanistan.36 Based on the figures above - and the
estimates from Spin Boldak show similar if not slightly higher profit margins - the economy for smuggled
cigarettes would have been worth up to $212.2 million were goods transported through Goroko, falling
to $175.2 million when smuggled through Torkham.
It is easier to assess the income generated by the different groups involved in this cross-border smuggling
trade through this route, as payments are typically based on a fixed weight or unit regardless of the value
of the item. As such, we can estimate the fees taken by the Alisherkhel tribe per container unloaded, the
rents for storage to the store owners, the amounts earned per pack animal to their owners and the
subsequent fees to the Amman committee and the truck owners in Tirah for each truck departing to
Peshawar. What we see is a cross border smuggling economy that generated millions of dollars per year
for those involved (see Figure 49). While the amount of monies earned by the mule owners in Goroko is
significant at $8.5 million per year, and the truckers operating out of Tirah at $5.9 million, it is rather
paltry in comparison to the Amman committee's earnings of up to $71 million on the trucks departing the
bazaar each day en route to Peshawar and other parts of Pakistan. Given such large amounts of money
and the scale of the trade through the Tirah valley, the closure of the border at Sasobai should be seen as
a decision that has significant political and economic ramifications on both sides of the border.

Oxford economics, Asia Illicit Tobacco Indicator 2017: Pakistan, September 2018: page 9.
https://illicittobacco.oxfordeconomics.com/media/OXFO5877_Pakistan_2018_Report.pdf
36 his calculation is based on each 20 foot container holding 600 cartons, and each carton containing 10,000 cigarettes.
35
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Figure 47 Maps showing the revenues from the transit trade earned by different actors along the route between
Goroko to Tirah
Stepping back from the particular case of cross border smuggling at Goroko and looking at the transit
trade more generally, it is possible to develop a much better understanding of the revenues earned along
the main highways at each of the checkpoints, and in doing so the important role that control of key
locations plays in the war economy in Afghanistan.
The high-resolution imagery analysis used in the assessment of the fuel trade in the previous case study
also provides an estimate of the number of container trucks entering Afghanistan from Iran. Alongside
indepth fieldwork at each of the border locations, our estimate is of 300 container trucks crossing at Islam
Qala each day, 50 trucks per day through Mile 78, and 250 trucks per day at Ziranj. Further imagery
analysis and fieldwork at Spin Boldak indicates approximately 200 incoming trucks per day passing through
the border there. When these truck movements are then combined with an understanding of the monies
collected at each checkpoint - the amounts and the basis of the calculation, including the values of the
goods in some cases - we can calculate the aggregate amounts collected each year.
To do this we have made some simplifying assumptions. First, we have assumed that all container trucks
entering Afghanistan from Iran are destined for Kabul or Spin Boldak. In factoring in Spin Boldak, and its
role as a major conduit for transit goods to Pakistan and other parts of Afghanistan, we have routed 30
of the 600 trucks entering Afghanistan from Iran to the border bazaar at Wesh. This assumption is aligned
with detailed imagery analysis and the estimated 100 truck "convoys" that accumulate twice a week at the
"Silo" bakery to the west of Kandahar city; a "service" provided by the ANCOP checkpoint who escort
the convoy to Spin Boldak, bypassing all other checkpoints en route, for a fee of $940 per truck. We have
also assumed that of the 200 container trucks entering Afghanistan via Spin Boldak each 130 are destined
for Kabul and other parts of Afghanistan, largely the central, northern and eastern regions.

71

|

MANAGING LOCAL RESOURCES AND CONFLICT

USAID.GOV

Drawing on reporting from officials and traders, we have also factored in the import of food and lower
value items amongst transit goods when calculating the taxes collected by the Taliban. The rate of tax on
these items is only $125 per truck compared to $562.50 for other more valuable items, such as
construction material, electrical goods and car parts. Based on our fieldwork we have assumed 25 percent
of the trucks entering Afghanistan are charged at this lower tax rate, whereas the rest are subject to the
higher rate of tax. None of the other checkpoints differentiate by the value of the good when calculating
payments, instead imposing a standard charge per truck.
What we see from our analysis is the scale of the monies collect by the Taliban on the trade in transit
goods entering Afghanistan from both Iran and from Spin Boldak, once the goods are on the main highway.
As with fuel imports from Iran, the placement of checkpoints on the road from Ziranj to Delaram, and
particularly on the main Highway at Farahrud and Delaram, makes it difficult for drivers to evade payment.
The amounts collected are estimated at $55.7 million, more than twice that earned on the fuel trade. The
Taliban checkpoint at Muqur, largely irrelevant to the trade in fuel from Iran, becomes relevant with the
transit trade entering from Spin Boldak, collecting as much as $33 million per annum. As such, Taliban
revenues on the transit trade alone could be almost $88.7 million per year.
The annual revenues collected at other checkpoints are around twice that for the fuel trade, given the
much larger number of container trucks plying the roads than tankers. In many cases, checkpoints points
earn over $0.5 million on the transit trade alone. An exception is that of "Silo" as mentioned above. Here
the coerced escort service ANCOP offers earns those that control this checkpoint up to $9.75 million
per year.

5. CONCLUSION
While the total value of the transit trade is difficult to calculate due to the scale of underreporting that
occurs on Afghanistan's borders, as well as the amount of imported goods subsequently smuggled into
neighbouring countries, it is a multibillion dollar industry that links Afghanistan's major cities and border
crossings with countries and ports across Asia and the Gulf. It is also an industry that reaches into some
of the most remote and inhospitable parts of Afghanistan, providing employment and income where few
other viable alternatives exist. The examples of Goroko show just how valuable this cross border trade
is to those that live along a major smuggling corridor and the amount of monies that can be earned by
powerful actors that straddle these routes and exact a fee. It is evidence that the connectivity that the
Afghan government and international donors aspire for, and see as part of securing Afghanistan's future,
is already here.
The monies generated by the transit trade are significant to local, national, and regional interests. Areas
like Spin Boldak, Goroko and Mile 78 would be all but emptied of population and working infrastructure
in the absence of a trade in imported goods and their subsequent rerouting to Pakistan. The purchase,
sale and movement of such large numbers of these goods employs tens of thousands of traders and
truckers across the country and provides jobs to those who live on both sides of the Afghan border. The
profit margins on the smuggling of some transit goods, for example cigarettes, is such that the transit trade
brings significant amounts of money into Afghanistan some of which has been invested in local
infrastructure, businesses, and communities.
The monies earned by the Taliban and private state actors are substantial and undermine the Afghan
government. The Taliban are estimated to earn up to $83.4 million taxing the movement of transit goods
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on the main highways. This is higher than the $68.4 million in illegal monies collecting by checkpoints
manned by Afghan state institutions on the same roadways. However, for Kabul, this tax on the transit
trade by its own institutions is a double whammy, the Taliban checkpoints provides significant resources
for the insurgents to fund their military effort against the government, while the government checkpoints
provide both substantial monies for local actors who have little interest in a strong central government
and undercuts cuts the support of the population who see these checkpoints as one of the most vivid
examples of corruption
As with fuel, the redirection of the trade in transit goods via Iran has been to the financial benefit of the
Taliban. The challenges and costs of routing imports through Karachi have favored the ports of Chabahar
and Bandar Abbas in Iran. Pakistan's reaction to the Covid-19 pandemic and the closure of its international
borders for an extended period of time in 2020 exacerbated this trend. The subsequent closure of the
Sasobai pass to Tirah, an important smuggling route for goods to Pakistan, has furthered the shift towards
Iran as the primary entrepot for transit goods entering Afghanistan. With the Taliban's positioning on the
main highway and arterial roads in the southwest of the country, and its absence of permanent checkpoints
on the routes through Spin Boldak and Torkham, any rerouting of traffic via Iran will generate further
revenue for them.
The economic and political significance of the transit trade should not be underestimated. It is such that
the government of Pakistan has had to tread carefully in its attempts to curtail the amount of smuggled
goods entering the country, despite the significant losses in revenues it has entailed. Smuggling between
Spin Boldak and Pakistan remains rife regardless of the protests by Islamabad, and there are powerful
cross border interests that continue to constrain efforts to restrict cross border movement - not least a
population that resides in Pakistan at night and works in Afghanistan during the day. The closure of the
Sasobai pass is the latest iteration by the Pakistani authorities in its attempts to prevent what might be
seen as one of the most flagrant examples of cross border smuggling in eastern Afghanistan, involving
thousands of pack animals each day. But even here the Pakistani authorities have had to be cautious enforcing the closure some months after completing the border fence and under the cover of Covid-19.
The political implications of this move have not yet fully played out.
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