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ABSTRACT

This study, entitled “Investigating the Reasons for the Failure of the Afghan Government’s Economic Policies to Combat Poverty
and Inequality during the Republic Period (2001-2021),” was conducted with the aim of analyzing the factors contributing to
the failure of Afghanistan’s economic policies in reducing poverty and inequality. Following 2001, the Afghan government, with
extensive support from the international community, implemented numerous programs in the areas of economic reconstruction,
infrastructure development, fiscal and monetary reforms, employment generation, and poverty reduction. However, despite the
large-scale utilization of foreign assistance, poverty, unemployment, and social inequality remained widespread throughout the
country. The central research question is why the Afghan government’s economic policies during the Republic period failed to
achieve meaningful success in reducing poverty and inequality. The main hypothesis of the study is that weak governmental
institutions, administrative corruption, security challenges, and dependence on foreign aid were among the most significant
factors behind the failure of these policies. The research employed a mixed-methods approach, combining library-based and
field-based methods. In the theoretical section, data were collected from scholarly sources, books, academic articles, and reliable
documents. In the field section, information was gathered through questionnaires and interviews with master’s degree students
and faculty members of the Police Academy. The field data were analyzed using SPSS software. The findings indicate that limited
institutional capacity, the expansion of administrative corruption, insecurity, and the structural dependence of the economy on
foreign aid significantly reduced the effectiveness of economic policies and contributed to the persistence of poverty and
inequality in Afghanistan. Furthermore, the lack of coordination among implementing institutions and weaknesses in economic
governance hindered the achievement of sustainable development and the equitable distribution of economic opportunities.
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EXTENDED SUMMARY
This study investigates the reasons for the failure of the Afghan government’s economic policies in
combating poverty and inequality during the Republic period from 2001 to 2021. The central premise
of the study is that the economic transformation of Afghanistan after 2001 cannot be understood
merely through the volume of international aid, the creation of formal institutions, or the adoption
of macroeconomic programs; rather, it must be analyzed in relation to the institutional, political,
administrative, and security structures within which those policies were designed and implemented.
After the establishment of the post-2001 political order, Afghanistan received extensive international
financial and technical assistance, and successive governments initiated programs in reconstruction,
public budgeting, fiscal and monetary reform, infrastructure development, employment generation,
private-sector promotion, and poverty reduction. However, despite these interventions, poverty,
unemployment, regional deprivation, and social inequality remained widespread. From the
perspective of development theory, economic growth becomes meaningful only when it is
accompanied by the expansion of human capabilities, social justice, access to basic services, and
equitable opportunities (Sen, 1999). Similarly, economic development is a multidimensional process
that requires not only growth in national income but also structural transformation, employment
creation, poverty reduction, and improvement in the quality of life (Todaro & Smith, 2015). In the
Afghan case, the persistence of poverty and inequality indicates that economic policies were unable
to transform external resources into sustainable development outcomes. Therefore, the main

research problem is why the economic policies adopted by the Afghan government during the
Republic period failed to reduce poverty and inequality in a meaningful and durable manner.
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The theoretical framework of this study is based on a systemic and interdisciplinary approach that
links economic policy failure to weak state capacity, institutional fragility, administrative corruption,
insecurity, and dependence on foreign aid. Public economic policy is understood as a component of
state policy through which governments regulate resources, guide production, manage public
finance, promote employment, and pursue social welfare (Nikjou, 2017). However, the effectiveness
of such policies depends on coordination between goals, instruments, and implementation capacity.
Developmental-state theory emphasizes that the state can play a decisive role in economic
transformation only when it possesses administrative capacity, policy coherence, regulatory
authority, and the ability to direct investment toward productive sectors (Rostow, 1960). Fukuyama’s
concept of governance further highlights that the quality of the state lies not merely in its formal
existence but in its capacity to formulate and implement policies effectively (Fukuyama, 2013). In
Afghanistan, many state institutions were externally supported, rapidly constructed, and formally
modern, yet they often lacked internal coherence, technical capacity, accountability, and local
embeddedness. Institutionalism also explains that political and economic institutions are shaped by
historical trajectories and that fragile institutional legacies can constrain future development
pathways (Thelen, 1999). Since Afghanistan entered the post-2001 period after decades of war, weak
central authority, fragmented power structures, and an informal economy, its new economic
institutions were built on fragile foundations. As a result, the gap between policy design and policy
implementation became one of the most important causes of economic policy failure.

The study also draws on political economy and inequality theories to explain how poverty and
inequality were reproduced during the Republic period. Economic policymaking is not a purely
technical process; it is shaped by power relations, political bargaining, elite interests, and external
pressures (Grindle & Thomas, 1991). In Afghanistan, many economic decisions were influenced by
political coalitions, ethnic calculations, patronage networks, and donor priorities rather than by a
coherent national development strategy. Bourdieu’s theory of capital explains that inequality is
reproduced through unequal access to economic, cultural, and social resources (Bourdieu, 1986). This
perspective is highly relevant to Afghanistan, where access to education, employment, state services,
development projects, administrative positions, and public resources was unevenly distributed
across social groups and regions. Spatial inequality theory further indicates that unequal access to
infrastructure and economic opportunities across regions contributes to the persistence of poverty
and underdevelopment (Kanbur & Venables, 2005). In Afghanistan, relatively secure and politically
prioritized areas benefited more from development resources, while insecure and peripheral regions
often remained excluded. In addition, poverty in Afghanistan was not only a matter of low income;
it was also connected to limited access to health, education, security, employment, social
participation, and human dignity (Sen, 1999). Thus, the failure of economic policies must be
interpreted as a failure to convert financial inflows, public programs, and institutional reforms into
inclusive human development.

Methodologically, the study applies a mixed approach combining library-based analysis and field-
based data. The library component relies on scholarly books, academic articles, official documents,
and theoretical sources related to economic policy, governance, corruption, development, poverty,
inequality, institutional capacity, public finance, and Afghanistan’s political economy. The field
component is based on structured questionnaires and interviews with master’s degree students and
faculty members of the Police Academy. A sample of 149 respondents was selected, and the collected
data were analyzed using IBM SPSS Statistics. Reliability was tested through Cronbach’s alpha for
four main variables: institutional weakness, administrative corruption, security challenges, and
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dependence on foreign aid. The results showed very high reliability for all variables, including
institutional weakness (0.966), administrative corruption (0.964), security challenges (0.973), and
dependence on foreign aid (0.966). Descriptive statistics indicated that respondents strongly
confirmed the presence and significance of all four variables. The mean scores for institutional
weakness, administrative corruption, security challenges, and foreign-aid dependence were
generally above the midpoint, indicating that respondents perceived these factors as major obstacles
to effective economic policymaking. Pearson correlation results showed strong, positive, and
statistically significant relationships among the key variables, suggesting that these factors did not
operate separately but reinforced one another. Regression analysis also demonstrated that the model
had high explanatory power, confirming that institutional weakness, corruption, insecurity, and aid
dependence together explained a substantial portion of the failure of economic policies in reducing
poverty and inequality.

The findings reveal that institutional weakness was one of the most fundamental causes of policy
failure. Although several formal institutions were created after 2001, many lacked the
administrative, technical, and supervisory capacity necessary for effective policy implementation.
Weak coordination among ministries, fragmented decision-making, shortage of qualified personnel,
politicized appointments, weak monitoring mechanisms, and limited accountability reduced the
effectiveness of economic programs (Nikjou, 2017; Rahimi, 2016). Administrative corruption further
deepened this institutional weakness. Corruption in Afghanistan was not merely an individual
violation but a structural phenomenon embedded in public administration, procurement,
recruitment, resource distribution, and project implementation (Alam Stanekzai, 2013; Khatibi, 2011).
It diverted public resources from their intended purposes, undermined public trust, weakened
investment, and restricted equitable access to economic opportunities. The literature on corruption
and government similarly shows that corruption reduces the capacity of states to deliver public goods
and implement policies fairly (Kaufmann, 2009; Rose-Ackerman, 1999). Security challenges also had
a decisive effect on economic policy failure. Persistent insecurity discouraged domestic and foreign
investment, increased public expenditures on security, disrupted development projects, weakened
markets, limited employment opportunities, and intensified regional inequality (Collier, 2007; Paris,
2004). Finally, dependence on foreign aid became a structural feature of Afghanistan’s economy.
While aid helped finance reconstruction and public expenditure in the short term, it also weakened
incentives for domestic revenue generation, productive-sector development, and long-term
economic self-reliance (Strand, 2020; Tookhi, 2020). Aid dependence also limited policy autonomy,
as many programs were shaped by donor priorities rather than local needs.

In conclusion, the study demonstrates that the failure of Afghanistan’s economic policies during the
Republic period from 2001 to 2021 was not the result of a single factor but the outcome of an
interconnected set of institutional, political, administrative, security, and structural problems.
Economic policies failed because they were implemented within a fragile state structure marked by
weak institutions, limited administrative capacity, widespread corruption, persistent insecurity,
fragmented governance, and deep dependence on external assistance. The findings show that
financial resources and formal policy documents alone cannot reduce poverty and inequality unless
they are supported by capable institutions, transparent administration, effective coordination, rule
of law, security, and a development strategy grounded in domestic productive capacity. The study
concludes that meaningful poverty reduction and equitable development in Afghanistan require a
comprehensive approach that goes beyond short-term aid management and fragmented reform.
Such an approach must prioritize institutional reform, anti-corruption mechanisms, accountable
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governance, regional balance, domestic revenue generation, productive investment, employment
creation, and gradual reduction of aid dependence. Only through these structural changes can
economic policy move from formal planning to practical improvement in people’s lives.
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