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OutlineOutline

•• Introduction & broader economic reform Introduction & broader economic reform 

programprogram

•• Importance of Trade policyImportance of Trade policy

•• Present trade and tariff structurePresent trade and tariff structure

•• Trade agreementsTrade agreements

•• Multilateral trade negotiationsMultilateral trade negotiations

•• Role of Role of MoCIMoCI and other institutionsand other institutions

•• Conclusions and recommendationsConclusions and recommendations
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Introduction and broader economic Introduction and broader economic 

reform programreform program

•• Economic issuesEconomic issues: informal; illicit; poor; LDC; high on : informal; illicit; poor; LDC; high on 
aid; landlocked; porous bordersaid; landlocked; porous borders

•• Industry challengesIndustry challenges: low output, little industry: low output, little industry

•• Investor challengesInvestor challenges: low investment; poor : low investment; poor 
infrastructure and low education; security; infrastructure and low education; security; 
corruption; property rightscorruption; property rights

•• GoalGoal: increase growth in incomes and employment, : increase growth in incomes and employment, 
reduce poverty, low inflation; sound exchange rate reduce poverty, low inflation; sound exchange rate 
policy; liberal trade regime; and other services such policy; liberal trade regime; and other services such 
as financial, telecom, transport, and infrastructure; as financial, telecom, transport, and infrastructure; 
greater regional (in the country) distribution of greater regional (in the country) distribution of 
economic activityeconomic activity
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Trade policy processTrade policy process

Goals:Goals:

•• lower prices on consumption goods (especially lower prices on consumption goods (especially 
benefits the poor), no need for price controlsbenefits the poor), no need for price controls

•• lower prices for inputs for production, greater lower prices for inputs for production, greater 
competition, opportunities for specializationcompetition, opportunities for specialization

Policy Requirements: Trade LiberalizationPolicy Requirements: Trade Liberalization

•• Increase growth of exportsIncrease growth of exports

•• Higher revenue & less corruptionHigher revenue & less corruption

•• regional & multilateral (WTO) integration processregional & multilateral (WTO) integration process
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Trade policy process Trade policy process -- ExampleExample
Say government increases import duty on milk at the Say government increases import duty on milk at the 

request of a new industry and reduces duty on bottles request of a new industry and reduces duty on bottles 

for the milk industryfor the milk industry

••Price of milk increase, affects mainly poor Price of milk increase, affects mainly poor 

••People requests price control; price control will hurt People requests price control; price control will hurt 

the new industry as they cannot make profitsthe new industry as they cannot make profits

••Employment created (few) by the milk industry at the Employment created (few) by the milk industry at the 

cost of the rest of the economycost of the rest of the economy

••Government looses revenue as duty on bottles is Government looses revenue as duty on bottles is 

reduced, and others import bottles through this reduced, and others import bottles through this 

mechanism; leads to corruptionmechanism; leads to corruption

••Workers in other industries move in to the milk Workers in other industries move in to the milk 

industry as they can get higher pay due to protection industry as they can get higher pay due to protection 

by government; Overall benefit/loss???by government; Overall benefit/loss???
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Analysis of the tariff structure Analysis of the tariff structure -- 20052005

Afghanistan Tariff Schedule Afghanistan Tariff Schedule -- 20052005

Tariff rateTariff rate # of lines# of lines % of lines% of lines

ProhibitedProhibited 3737 0.700.70

2.5%2.5% 25992599 49.4549.45

4%4% 324324 6.166.16

5%5% 19241924 36.1636.16

8%8% 44 0.080.08

10%10% 219219 4.174.17

16%16% 149149 2.832.83

Total linesTotal lines 5,2565,256 100.00100.00

Source: SAFTA, Chapter on Afghanistan by Source: SAFTA, Chapter on Afghanistan by 

Kathleen Kathleen TraskTrask
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Analysis of the present tariff structure, 2007Analysis of the present tariff structure, 2007
Afghanistan Tariff Schedule Afghanistan Tariff Schedule -- 20072007

Tariff rateTariff rate # of lines# of lines % of lines% of lines

ProhibitedProhibited 4343 0.830.83

0%0% 2525 0.480.48

2.5%2.5% 1,6711,671 32.1432.14

3.5%3.5% 4646 0.880.88

5%5% 2,1042,104 40.4740.47

8%8% 2727 0.520.52

10%10% 1,0871,087 20.9120.91

12%12% 55 0.100.10

16%16% 170170 3.273.27

20%20% 66 0.120.12

25%25% 1010 0.190.19

40%40% 55 0.100.10

Total linesTotal lines 5,1995,199 100.00100.00

Source: Afghanistan Customs & authorSource: Afghanistan Customs & author’’s calc.s calc.

Note:  In addition to the above 11 
bands, there is another discretionary 
band created at 1%.
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Tariffs, NonTariffs, Non--tariffs Measures and Paratariffs Measures and Para--TariffsTariffs

•• ExemptionsExemptions-- producers can apply for a 1% tariff rate producers can apply for a 1% tariff rate 

on imports of selected raw materials and on imports of selected raw materials and 

intermediate goods through AISA: adintermediate goods through AISA: ad--hoc, less hoc, less 

transparent, loss of revenue, different treatment for transparent, loss of revenue, different treatment for 

different industries, leads to corruptiondifferent industries, leads to corruption

•• NTMsNTMs –– most of it for religious purposes; there are a most of it for religious purposes; there are a 

few such as salt, carpets, marble banned for few such as salt, carpets, marble banned for 

protection purposes; cumbersome license procedureprotection purposes; cumbersome license procedure

•• Para tariffs Para tariffs -- Red Crescent Fee; Commercial Benefit Red Crescent Fee; Commercial Benefit 

Tax; other miscellaneous chargesTax; other miscellaneous charges
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Data IssuesData Issues

••Major differences in import and export values reported Major differences in import and export values reported 

by CSO (official source of data) and Customsby CSO (official source of data) and Customs

••Key export data such as goods sent under preferential Key export data such as goods sent under preferential 

agreements not availableagreements not available

•• In order to make policy recommendations one has to In order to make policy recommendations one has to 

look at the entire situationlook at the entire situation

••To look at the entire situation, availability of correct To look at the entire situation, availability of correct 

and timely data is vitaland timely data is vital

•• Incorrect and incomplete data leads to incorrect policy Incorrect and incomplete data leads to incorrect policy 

decisions resulting in huge costs to the economydecisions resulting in huge costs to the economy
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Trade Structure Trade Structure –– Imports by ValueImports by Value
(Example: Required Analysis)(Example: Required Analysis)

 Major Imports by Value, 2006-2007 and 2005-2006 

   2006/2007  2005/2006 

  Percentage 

Value (AFS 

Million) Percentage 

Value (AFS 

Million) 

Total  100.0 2744.2  100.0 2470.7 

Spare parts, Mach. & 

Vehicles 19.4 532.1  21.7 537.2 

Metal production 10.0 274.3  10.8 267.2 

Petroleum oil etc. 9.3 254.2  9.9 244.6 

Fabrics  5.7 155.6  3.9 96.1 

Tires & Tubes 4.3 118.3  3.3 80.4 

Clothes  1.6 45.1  1.1 26.1 

Cement  1.5 40.0  2.3 55.6 

Flour and wheat flour 1.5 41.3  3.6 89.1 

Veg. oil  1.5 40.3  4.1 100.9 

Sugar  1.3 35.6  1.9 46.5 

Tea  1.0 28.2  2.5 62.2 

Other   4.5 128  8 27.39 

Unsepcified 38.3 1051.2  27.0 666.7 
 

Source: CSO
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Trade Structure Trade Structure –– Imports by CountryImports by Country
(Example: Required Analysis)(Example: Required Analysis)

T otal Imports  by C ountry (includes re-exports ) 1997-2006, US  $ Million (C S O )

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

P eople's  R ep. of C hina 36 27 18 22 35 20 382 355 317 473

P akis tan 21 42 90 135 157 207 181 326 394 419

J apan 97 67 292 491 594 999 299 353 414 418

R uss ia 7 7 6 5 103 137 182 134 227 310

Iran 2 2 3 5 37 116 108 123 194 189

India 25 16 31 31 25 37 122 83 68 125

Uzbekis tan 0 0 0 0 2 88 25 95 204 114

R ep. of K orea 46 44 33 93 105 113 22 79 64 113

U.A.E . 0 0 0 0 44 18 17 46 61 98

K azakhstan 9 8 13 64 20 22 7 13 49 85

G ermany 17 16 14 16 16 49 84 152 61 48

U.S .A. 16 8 3 4 1 1 10 24 58 47

T urkemenis tan 23 22 45 42 46 50 14 26 30 30

F rance 11 25 2 1 18 21 7 7 41 22

K enya 38 39 41 47 52 57 55 22 34 4

S ingapore 101 14 14 7 3 1 1 1 2 4

Unclass ified 155 126 408 214 439 517 565 276 253 245

T otal 604 462 1012 1176 1696 2452 2101 2177 2471 2744

Source: CSO
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Trade Structure Trade Structure –– Exports by ValueExports by Value
(Example: Required Analysis)(Example: Required Analysis)

 Major Exports by Value, 2006-2007 and 2005-

2006 

 

   2006/2007   2005/2006 

  Percentage Value (AFS 

Million) 

Percentage Value (AFS 

Million) 

Total  100.0 416.5  100.0 363.7 

Carpets  44.6 186.5  53.9 206.9 

Dry fruits  30.3 126.1  22.6 86.6 

Fresh fruits 9.4 39.0  4.5 17.2 

Skin fur exc. 

Karakul 

3.4 14.1  6.4 24.5 

Medical seeds 2.5 10.3  1.2 4.7 

Karakul skins 2.2 9.3  1.5 6.2 

Oil seeds  1.9 8.1  1.3 4.9 

Wool & Animal 

Hair 

1.1 4.5  1.3 5.0 

Cotton  0.6 2.6  0.2 0.6 

Cassage 

sausage 

0.1 0.4  0.0 0.2 

Unspecified 3.7 15.4  6.9 26.6 

 

Source: CSO
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Trade Structure Trade Structure –– Exports by CountryExports by Country
(Example: Required Analysis)(Example: Required Analysis)

T otal E xports  by C ountry 1997-2006, US  $ Million (C S O )

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

P akis tan 30 25 71 52 26 26 99 258 298 265

India 3 22 13 8 10 27 11 20 23 79

R uss ia 7 7 6 5 3 3 8 4 13 28

F inland 4 5 24 1 6 9 1 5 8

Iran 0 0 0 0 0 1 2 4 3 5

G ermany 9 7 6 5 7 6 2 1 7 4

U.A.E . 3 4 4 4 8 13 9 1 13 4

U.S .A. 10 16 8 3 1 4 0 1 2 2

F rance 11 25 1 0 0 0 0 0 0 0

U.K . 4 4 3 12 1 0 5 1 0 0

B elgium 13 8 8 17 4 3 0 0 0 0

Uzbekis tan 2 1 5 5 4 1 0 0 0 0

Unclass ified 50 27 24 30 1 4 4 10 19 19

T otal 144 159 166 137 68 100 144 305 384 416
Source: CSO
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AfghanistanAfghanistan’’s Revenue Collection s Revenue Collection 

2003/04 to 2006/072003/04 to 2006/07

Type of Revenue 2003/04 2004/05 2005/06 2006/07  

Total Revenue 10168 12800 20652 28711 100.0 

Domestic Taxes 686 2299 2847 9912 34.5 

Customs Duties 5576 7247 11092 11980 41.7 

Administrative Fees 1993 1002 4082 3683 12.8 
Sales of Goods & 
Services 1811 1925 1759 2075 7.2 
Other Non-tax 
Revenues 29 13 672 785 2.7 

Social Contributions 72 314 200 276 1.0 

 
Source: Ministry of Finance



1616

Trade Facilitation & Transit IssuesTrade Facilitation & Transit Issues

Growth of the economy also depends on the level of Growth of the economy also depends on the level of 

trade facilitation (for both consumers and producers trade facilitation (for both consumers and producers 

as costs become high)as costs become high)

Critical NeedsCritical Needs::

•• Computerized systems Computerized systems –– wider applications of wider applications of 

ASYCUDA++ASYCUDA++

•• Simplification/Harmonization of customs proceduresSimplification/Harmonization of customs procedures

•• Customs modernization and data exchangeCustoms modernization and data exchange

•• RiskRisk--management, postmanagement, post--entry audit, customs entry audit, customs 

intelligenceintelligence

•• Transparency of laws, regulations and proceduresTransparency of laws, regulations and procedures

•• Transit development with neighboring countriesTransit development with neighboring countries
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Trade & Economic CoTrade & Economic Co--operation Agreements operation Agreements 

(selected)(selected)
Regional CooperationRegional Cooperation

••SAARC SAARC ––South Asia Free Trade Area (SAFTA)South Asia Free Trade Area (SAFTA)

••Preferential Trade Agreement between Afghanistan Preferential Trade Agreement between Afghanistan 

and Indiaand India

••Economic Cooperation Organization (ECOTA)Economic Cooperation Organization (ECOTA)

Wider CoWider Co--operationoperation

••The U.S. Generalized System of Preferences (GSP) The U.S. Generalized System of Preferences (GSP) 

ProgramProgram

••Preferential Access to the European Union (EU) Preferential Access to the European Union (EU) 

through the Everythingthrough the Everything--but Arms (EBA) initiativebut Arms (EBA) initiative

••Trade and Investment Framework Agreement (TIFA) Trade and Investment Framework Agreement (TIFA) 

between Afghanistan and USAbetween Afghanistan and USA
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Multilateral trade negotiations Multilateral trade negotiations -- WTOWTO

••Afghanistan is in WTO as an observerAfghanistan is in WTO as an observer

••Memorandum of Foreign Trade Regime (Memorandum of Foreign Trade Regime (MoFTRMoFTR) ) 

has been drafted, submitted and approved by the has been drafted, submitted and approved by the 

Economic Committee of Ministers CouncilEconomic Committee of Ministers Council

••MoCIMoCI ““should take necessary action for preparing should take necessary action for preparing 

Afghanistan for the WTO accession processAfghanistan for the WTO accession process””

•• WTO Section operating in the Foreign Trade WTO Section operating in the Foreign Trade 

DirectorateDirectorate

•• InterInter--Ministerial Trade/WTO task force initiated by Ministerial Trade/WTO task force initiated by 

the Hon Minister of Commerce and Industry is in the Hon Minister of Commerce and Industry is in 

operation operation 
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Trade and Tariff Policy Trade and Tariff Policy -- Moving ForwardMoving Forward

Private Sector SupportPrivate Sector Support

••Expose requests for changes in duties from individual Expose requests for changes in duties from individual 

firms to rigorous, transparent and comprehensive firms to rigorous, transparent and comprehensive 

tests, that consider consumers and all producerstests, that consider consumers and all producers

••Establish capacity for awareness of the effects of Establish capacity for awareness of the effects of 

different policies the different policies the MoCIMoCI could consider establishing could consider establishing 

a unit in the Foreign Trade Directoratea unit in the Foreign Trade Directorate

••Develop public (including within public service) Develop public (including within public service) 

appreciation of the value of open trade and the appreciation of the value of open trade and the 

dependence of tariffdependence of tariff
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Trade and Tariff Policy Trade and Tariff Policy -- Moving Forward Moving Forward 

Trade Agreements PlatformTrade Agreements Platform

••Make use of concessions from importing countries Make use of concessions from importing countries 

through outreach programs about the agreements, through outreach programs about the agreements, 

how to benefit from them (quality, standards, onhow to benefit from them (quality, standards, on--

time delivery)time delivery)

••Make regional and biMake regional and bi--lateral agreements building lateral agreements building 

blocks for trade reform with smaller sensitive lists, blocks for trade reform with smaller sensitive lists, 

simple rulessimple rules--ofof--origin, lower MFN tariffsorigin, lower MFN tariffs

••Move ahead with the WTO Accession processMove ahead with the WTO Accession process

••MoCIMoCI handling trade policy issues including trade handling trade policy issues including trade 

agreements and WTO; Customs responsible for agreements and WTO; Customs responsible for 

border issues; Transit issues to be addressed at border issues; Transit issues to be addressed at 

policy level by policy level by MoCIMoCI and implemented by Customsand implemented by Customs
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Trade and Tariff Policy Trade and Tariff Policy -- Moving Forward Moving Forward 

Investor FacilitationInvestor Facilitation

••Address infrastructure issues for industries (Example: Address infrastructure issues for industries (Example: 

Industrial parks)Industrial parks)

••Address trade facilitation and transit issuesAddress trade facilitation and transit issues

••Create a conducive environment for investors with a Create a conducive environment for investors with a 

low tax regime, skilled labor, and infrastructure low tax regime, skilled labor, and infrastructure 

••Liberalization of the Services SectorLiberalization of the Services Sector
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Contact Address:

• Ahmad Khalid yousofi

-Market and Product Development Manager

-Export Promotion Agency of Afghanistan 

-Ministry of Commerce and Industry 

Emial: yousofi@epaa.org.af

khalid_yousofi@hotmail.com

Phone: +93(0)700 253 888 
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Thank YouThank You


