


Executive Summary

Number of insurgent attacks in Afghanistan, January 2003 - July 2009
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Source: United Nations Department of Safety and Security.

Prices for acetic anhydride have nearly tripled in Afghani-
stan in recent years. As a result, trafficking acetic anhydride
is now more profitable than trafficking opium. It also car-
ries less risk of interception since law enforcement officials
are focused on opiates.

98 per cent of Afghan opium production is concentrated
in the unstable South and West

In recent years, opium poppy cultivation in Afghanistan has
been concentrated in the south-west of the country where
government control is weakest. Regions of highest instabil-
ity are also the regions of highest cultivation. Just five prov-
inces account for 98 per cent of the country’s entire opium
output. In 2009, the southern province of Hilmand alone
accounted for 60 per cent of all opium poppy grown in
Afghanistan. Much of the rest of the country (20 provinces
out of 34) has become poppy free.

2. To what extent is regional insurgen-
cy/instability fuelled by the Afghan
opiate industry?

Instability in Afghanistan and the region has an impact on
the narco-industry, and vice versa.

In the past, during the Soviet occupation of Afghanistan,
opium was used as a source of funding for the Mujahideen.
Later it helped fuel internecine warfare between the
Mujahideen competing for political power. Between 1995
and 2000, the Taliban regime tolerated the drug trade and
earned some US$ 75-100 million annually from taxing it.
In the post-Taliban period, it was a source of revenue for
watlords.

As the Taliban regrouped in the south of the country and
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in the border region between Afghanistan and Pakistan,
they resumed the levying of taxes on agriculture, including,
crucially, opium cultivation. More recently, there is evi-
dence that they are moving up the value added chain of the
drug trade, linking up with criminal groups and reaping
profits from drug production, trafficking, and the smug-
gling of precursor chemicals. There is growing evidence of
the emergence of Afghan narco-cartels.

Since 2005, there has been a conspicuous increase in the
number of security incidents in Afghanistan in parallel with
the sharp rise in opium production. The nexus of drugs,
crime, and insurgency has become stronger, also spilling
over into neighbouring countries, particularly Pakistan. As
a result, the transnational threat posed by Afghanistan’s
opium has become more acute.

The value of the world opiate market is estimated at

USS$ 65 billion per year

An estimated 11.3 million heroin users pay around US$ 56
billion to drug dealers every year. The value of the global
opium market is estimated at around US$ 7 billion. Con-
sequently, the combined opium/heroin market is worth
some US$ 65 billion per year. This number is higher than
the GDP of more than 120 countries in the world.

Europe represents the largest share of the global opiate
market, with some US$ 20 billion, followed by the Russian
Federation (US$ 13 billion) and the USA plus Canada
(US$ 8 billion).

Much of the money generated by the global opiate trade is
injected into the world’s formal economies every year
through the spread of money-laundering and the criminali-
zation of legal assets. It also fills the coffers of international
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organized crime groups and finances insurgent and extrem-
ist groups active in conflict zones throughout the world.
Nowhere is this synergy more evident than in Afghanistan
where insurgents and drug traffickers have joined forces and
presently control parts of the southern drug corridors into
the Islamic Republic of Iran and Pakistan.

Global opiate market value (US$ 65 billion/year)
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In Afghanistan, Taliban insurgents draw some US$ 125
million annually from the opium farmers and traders

Taliban insurgents in Afghanistan benefit from the drug
trade at various points in the value chain and through sev-
eral mechanisms. This research has focused on the tradi-
tional taxes levied in Taliban-held areas, as well as the transit
and trade levies that derive from drug trafficking which have
been applied fairly systematically across southern and west-
ern Afghanistan since 2005. Estimates of Taliban insurgents
cumulated revenue from these over a four-year period
(2005-2008) range from US$ 350-650 million in
Afghanistan. This translates into an average annual income
of US$ 125 million (range: 90-160) and excludes potential
wages and taxes related to precursor importation and
processing facilities, among others.

The funds generated from the drugs trade can pay for
soldiers, weapons and protection, and are an important
source of patronage.

Beyond the opiate economy, Taliban insurgents levy taxes
on all forms of trade and agriculture. Although opiates are
the highest-value drugs on the market, cannabis may also
contribute to funding the insurgency.

The value of the opiate trade in Pakistan is estimated at
US$ 1 billion annually, some of which likely goes to
Pakistan-based insurgents

In Pakistan, the value of the Afghan opiate trade (including
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local consumption and transit trafficking to other coun-
tries) is estimated at around US$ 1 billion per year, with
undetermined amounts going to insurgents active in the
country. Despite the fact that it is a confirmed transit region
for opiate flows out of Afghanistan, there were almost no
seizures in Pakistan’s Federally Administered Tribal Areas
(FATA) bordering Afghanistan between 2002 and 2008.
The twin insurgencies in Pakistan and Afghanistan are
based all along the border between the two countries and
FATA is a sanctuary for extremist/insurgent groups like the
Pakistani Taliban, Al-Qaeda, and the Haqqgani network.
Much like in Afghanistan, Pakistan-based insurgents report-
edly levy taxes on licit business and trade in this region
(including supplies destined for the coalition) and there is
growing evidence that this extends to the opiate trade.

The value of the European opiate market is at least 20
times bigger than that of Pakistan

With a figure of US$ 20 billion per year, the value of the
Afghan opiate trade in Europe (Russia excluded) is no less
than 20 times the value of the opiate trade in Pakistan (US$
1 billion). The economic power accruing to criminal organ-
izations running trafficking operations to Europe via the
Balkan or the Northern routes dwarfs insurgents’ benefits
in Afghanistan and/or Pakistan. As a whole, Europe’s stabil-
ity is not threatened by the opiate trade, but the very large
revenues they extract from the drug trade have given these
groups the means to achieve considerable influence in some
countries along trafficking routes.

Trans-border ties

Transnational organized crime groups, with kin on both
sides of the same border, as well as a diaspora farther up the
trafficking route, are also major players and beneficiaries of
the illicit opiate trade.

The relation between the narcotics industry and the insur-
gency in southern Afghanistan is amplified by the role
played by tribalism in both drug trafficking and insurgent
networks. The strongest overlap between the insurgency,
tribal networks and the drug trade is found in the southern
and eastern parts of the country, and extends into Pakistan’s
tribal areas across the Afghan border. Since 2005, there has
been a notable increase in insurgent activity and an exten-
sion of the area under insurgent control, particularly along
the restive Pashtun tribal belt on the Afghanistan-Pakistan
border.

Cross-border tribal links, for example among Baluchi and
Pashtun groups, facilitate the drug trade. Most Afghani-
stan-based criminal groups appear to operate locally, but
the existence of diasporas in transit or destination countries
such as Pakistan, the Islamic Republic of Iran and Central
Asia and further afield, for example the Gulf area, has
allowed some trafficking organizations to expand their net-
works beyond the immediate region.
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Pashtun tribes on the Afghanistan/Pakistan border
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Family and tribal connections also form the basis of the
parallel or underground banking system known as Hawala,
a system used by both traffickers and insurgent movements
to move money world-wide without detection.

Corruption oils the links in the supply chain

Corruption oils the links in the opiate supply chain from
Afghanistan to Europe and Asia.

At the source, in Afghanistan, corruption buys protection
against eradication, facilitates illicit shipments, and guaran-
tees impunity for drug traffickers. According to the World
Bank, Afghanistan has been in the top 2 per cent of the most
corrupt countries every year between 2002 and 2006. Cor-
ruption helps explain why, in 2008-2009, only 10,000
hectares of opium were eradicated in Afghanistan (around 4
per cent of the crop), less than 2 per cent of drugs were
seized, and almost no major traffickers were brought to
justice.

Corruption also undermines trust in public institutions and
officials, and steals badly needed development assistance.

Average Afghans face corruption on a daily basis. In some
areas in the south of the country, there is growing support
for the Taliban, which is viewed as a solution to the prevail-
ing corruption and crime.

The Afghan drug trade thrives against a background of
economic hardship in Afghanistan and the broader region,
but with conditions varying substantially between coun-
tries. In Afghanistan, despite six years of reconstruction and
development assistance totalling billions of dollars, unem-
ployment rates remain very high, a large proportion of the
population still does not have access to basic services and
80 per cent of people have no electricity.

Poverty and economic stagnation are not only a catalyst for
corruption; combined with weak governance and rule of
law, they also drive ordinary citizens to take the risks associ-
ated with the production, processing and transportation of
drugs. In Afghanistan, this combination of factors is also
aiding insurgent recruitment.

Concluding remarks

Between 2002 and 2008, Afghan farmers earned a total of
about US$ 6.4 billion from opium poppy cultivation, and
Afghan traffickers approximately US$ 18 billion from local
opiate processing and trading. During the same period, the
transnational trade in Afghan opiates produced a total turn-
over of US$ 400-500 billion. Arrests figures suggest that
around 1 million traffickers may be involved in bringing
opiates to over 15 million opiate users across the world
every year. The source of the trade is in Afghanistan, but its
bulk takes place outside that country.

The last seven years have shown that extricating Afghani-
stan from the stranglehold of the opium economy is a long

and gradual process, rife with setbacks and disappoint-
ments. The country may thus remain the world’s primary
illicit opium producer for the foreseeable future. At the
same time, there has been tangible progress, for example in
the increasing number of poppy-free provinces, decreasing
opium poppy cultivation during the last two years, and
greater regional counter-narcotics cooperation.

The difficulties in eliminating opium production in
Afghanistan and the transnational threat posed by the
Afghan opiate trade suggest that solutions cannot be found
in Afghanistan alone. This is a shared responsibility that
requires a multilateral response. That is why UNODC has
launched a number of regional and international initiatives,
such as the Paris Pact and the Rainbow Strategy. These
efforts must be actively supported and expanded to con-
tinue strengthening a strategic response that is based on (a)
a growing understanding of the patterns and dynamics of
the transnational Afghan opiate trade, and (b) a targeted,
sequenced and cost-effective mix of interventions.

This report is designed to contribute to that process. It also
highlights the need for further research on:

* opiate demand, purity and prices;

* links between drugs, crime and insurgency

in Afghanistan and Pakistan;

* international money flows connected to the

Afghan opiate trade;

° transnational organized crime along the Balkan and
Northern routes;

* growing penetration of Afghan opiates into East and
South-East Asia;

e precursor chemical trafficking routes and procurement
methods.

This research will enhance our understanding of the deadly
flows of Afghan opiates and inform policies to protect
public health and security among affected countries.



