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Editorial
Salvaging Afghanistan

In the wake of seizure of power by the Taliban in a rapid manner in the aftermath of withdrawal of

America-led Allied forces from the soil of Afghanistan, there ensued immediate repercussions across
economy that was already confronted with daunting development challenges. Rapid pace of diminution in
international grant support, loss of access to offshore assets and disruption to financial linkages have been
factors, as pointed out by World Bank recently that have led to a major contraction of Afghan economy,
increasing poverty and macroeconomic instability. Even prior to the Taliban takeover, Afghan economy was
moving at a slow pace, letting weak confidence amid a rapidly deteriorating security situation, and severe
drought conditions negatively affecting agriculture production. Furthermore, the prevalence of CVID-19
along with less than five per cent of the population, also proved instrumental in adversely impacting multiple
economic sectors. The Post-Taliban Afghanistan has seemingly witnessed a sharp contraction in output as a
sequel to cumulative impacts of a sudden stop in donor and government expenditure, disruption to trade and
dysfunction of the banking sector.

Moreover, other factors like gradual acceleration of inflation, spike in energy prices along with hike in prices
of domestic goods, disruption in supply chains, hoarding and disruptions to international trade etc., also
contributed to the decline of Afghan economy. Afghan financial sector is also confronted with significant
constraints, such as banking sector facing liquidity crunch, restrictions on capital outflow, non-accessibility of
the public to bank deposits, lower donor inflow and ongoing depreciation of Afghan currency against US
dollar etc. According to some economists, outlook for Afghan economy deems grim in near future. In the
wake of sharp reductions in international aid, there has been a collapse in basic health and education services
and the sudden loss of public sector activity is likely to impact all sectors of economy, and in view of these
and other associated developments, World Bank is of the opinion that Afghanistan is likely to face depreciation
of its currency, inflation, and shortages of critical household goods, including food and fuel. And the resultant
impact, according to World Bank, could be in terms of a substantial share of the population moving below the
poverty line, deterioration in food security situation, with potential long-term negative impacts given
Afghanistan’s young population.

Most of the economists are of the opinion that in view of the prevalent grim situation of Afghan economy,
there is a need for liquidity and stabilization of the banking system — not only to save the lives of the Afghan
people but also to enable humanitarian organizations to respond. The World Bank is reportedly transferring $
280 million by this December-end to the UNICEF and World Food Programme. (WFP) to help the Afghan
people this winter. The UN is likely to seek in 2022 its largest-ever funding appeal of $ 4.5 billion “to help the
most vulnerable” in Afghanistan. According to UN News, the proposed UN plan would be a stopgap measure
for over 21 million Afghan people who need lifesaving assistance. It further adds: “The crisis is huge. Our
humanitarian response is effective and continues to scale up, thanks to generous donor support.”

Asserting that Afghanistan will not get through the ongoing winter on emergency aid alone, UN officials
entrusted with the task of humanitarian aid for Afghanistan, emphasize on the need for ‘flexible donor
funding’ that can be used to ensure salaries for public sector workers and support to basic services, such as
health, education, electricity and livelihood. According to UN officials, going forward requires continued
constructive engagement with the de facto authorities in Kabul because that would be imperative to “clarify
what we expect of each other.” Cautioning about the consequences of inaction, they warn: “The consequences
of inaction on these three fronts are clear. Afghanistan will collapse, people will run out of hope, and the
region — and indeed the world — will see destabilization increase.” A senior UN official in his address to the
recently-held meeting of the OIC warned: “... a moment of exceptional gravity for the people of Afghanistan...
we have the advantage of being forewarned of the fate that awaits them if we do not act... we cannot fail to
do what we know is right, and what we know is possible.” BK
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Recent political developments in Afghanistan have pushed Afghan economy in an unprecedented turmoil.



