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Executive Summary
Faced with the challenges brought about by globalization and a rising demand for a postconflict reform in particular by the poorer, relatively disadvantaged and vulnerable Afghans,
the government of Afghanistan as a least-income country is endeavoring to improve its
economic performance. Doing so, one key focus is placed on global trade expansion. The
government has made policies and enacted regulations in the area of trade, in addition to its
membership in numerous regional trade integration agreements. To boost job-creating tradedriven growth, private sector development, as in the rest of the developing world, is given a
major role in Afghanistan. To develop and strengthen the private sector, among other things,
effective policies directed at Small and Medium Sized Enterprises (SMEs) need to be
formulated and implemented. This research which is part of the capacity building in trade
institutions of central Asian countries of COMCEC project which is funded by COMCEC- OIC.
The research is investigates the status of SMEs in Afghanistan in terms of access to finance,
export promotion and formalization and it is status with the member countries of COMCEC
particularly those part of the project which are : Pakistan, Iran, Tajikistan, Uzbekistan and
Turkmenistan. The method used in this research is both quantitative and qualitative. The
experts has done a desk research and also gathered data relevant to the mentioned areas and
has founded their findings based on the data analyzed.
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1-Introduction
Faced with the challenges brought about by globalization and a rising demand for a post-conflict
Government of Afghanistan as a least-income country is endeavoring to improve its economic
performance.
Doing so, one key focus is placed on global trade. The government has made policies and enacted
regulations in the area of trade, in addition to its membership in numerous regional trade integration
agreements.
International trade openness can be of less value unless it results in tangible outcomes in terms of
jobs, growth rate of GDP and a higher standard of living for all Afghans. Due to limited data it is
not known how many jobs depend on imports and exports. Notwithstanding this shortcoming, from
retail to wholesale, trade does play a major role in creating jobs across Afghanistan. But the
contribution of trade to growth is weak considering the health of the Afghan economy, reflected in
its rate of annual gross domestic product.
To boost trade-driven economic growth, private sector development, as in the rest of the developing
world, is given a major role in Afghanistan. To develop and strengthen the private sector, among
other things, effective policies directed at Small and Medium Sized Enterprises (SMEs) need to be
formulated and implemented.
By socioeconomic level of development, Afghanistan was one of the poorest countries in the region
in 2001. Afghanistan’s annual growth rate was less than 1% in 2000. With the change in political
regime and a foreign aid supported new Afghan administration, the growth rate started a sudden
upward trend. Although, the rate of growth of gross domestic product started to register positive
improvements, the economic activity (led by agricultural production) had a highly fluctuation
nature with ups and downs associated with the prevailing security and the resulting slump in
investor and consumer confidence.
Growing at a peak rate of 21% in 2009, GDP declined to 8.4%, 6.1% in 2010 and 2011
respectively. In 2012 GDP started to improve registering 14.4 % increase while in 2013 it reached
to 4.6 % (World Bank).
In Afghanistan’s economic development, SMEs have played a vital role from the very beginning,
even before the US invasion and collapse of Taliban. SMEs make up the backbone of the Afghan
economy in terms of its employment generation potential, poverty alleviation and contribution to
national economic performance.
With the coming into being of the new Afghan administration, turned to free-market economy
(Capitalism) in 2001, private sector approximately, 80-85 % of which was SMEs. Small and
Medium Enterprises were announced engine of economic growth. Afghan government’s focus on
development of SMEs was distracted due to flow of huge amount of foreign aid. This made the
government to an extent failed to focus on sectorial SME competitiveness, access to finance &
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market, export promotion potential and formalization which would have guaranteed sustainable
economic growth in the long run.
International community and donor agencies gave small and medium enterprise development prior
attention due to its capability of employment generation opportunities, income level growth and
investment. Many financial institutions were established to support small and medium enterprise
access to finance, market creation, competitiveness and new investments.
Throughout the years, Ministry of Commerce & Industries, government of Islamic republic of
Afghanistan, has been working tirelessly to build national level SME strategy and was finalized in
2009. According to the mentioned strategy, the SME’s of Afghanistan were classified into 6 sectors
and from them only Agribusiness and Cashmere were approved by the Economic Committee of
Cabinet (ECC). Working groups on Agri-business, Leather, Cashmere, Carpet, Marble, precious
and semi-precious stones and construction sectors have been initiated. Afghan government
recognizes the importance of trade development and trade diversification on overall economicrelated activities.
In recent years Afghanistan has highly recommended for inter-regional and international trade
between south, east, west and central Asian countries and from there to Europe. Access to finance
of SMEs is considered important to their growth and in investment in exports. Transit agreement
between Afghanistan-Pakistan (APTA) was signed in recent years.
This study is based on the existing literature and face to face interviews with sectorial officials; the
report hopes to bring to the light the current situation of SMEs in Afghanistan, their access to
finance, export promotion potential and formalization, the state of Afghanistan’s trade with OIC
member countries. The research also looks at the trade relation Exports to regional as well as
COMCEC member countries, the challenges and recommends policy measures to overcome such
bottlenecks.
Small and medium enterprises not like large enterprises are the largest employment generators in
Afghanistan. SME provide almost 80% of employment to Afghanistan’s labor force.
SME development is a very strong factor to accelerate economic activity and enhance internal as
well external trade. SME growth can help poverty alleviation and also promotes democracy through
investor’s participation in overall economic, political and social dimensions of the country.
Afghan Economy recorded fast and brilliant growth in terms of real gross domestic product (GDP)
since the fall of Taliban government (Real GDP growth is now projected at 8 % in 2004/05,
compared with 16 % in 2003/04, and 29 % in 2002/03). This growth rate started to slow down due
to unexpected political reasons. International community recognizes the sustainability of private
sector as important as business conduct itself. Thus SME sector development support is considered
a key factor in any private sector development-growth strategy.
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