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ABSTRACT

Agricultural sector is the foundational basis of Afghanistan's economic growth and
development, and the strategic sector in providing food and livelihood to its growing population.
Paying attention to the regional comparative and competitive advantages of the products of this
sector is one of the important aspects of efficient allocation of limited resources. It is also necessary
for the planning and policy-making of production and trade. Therefore, the present study examines
the comparative and competitive advantages and effects of national and international Supportive
policies of selected products in each economic-agricultural zone, including irrigated and rainfed
wheat, corn, rice, cotton, potato, saffron, and Poppy in the 2018-2019 crop year. To achieve this
goal, two types of indicators Cost base (under Policy Analysis Matrix) and physical base
(efficiency, scale, and collective advantages) were used to determine the advantage, as well as
supportive and competitiveness indicators, and based on them, products were prioritized. The
results show that despite the support of farmers in the tradable inputs sector, the production system
is unsupported and is accompanied by taxation. Lack of attention to comparative and competitive
indicators and their low level needs the implementation of appropriate supportive policies to
promote the production and export of products with comparative and competitive advantages and
necessary actions to increase the yield and reduce production costs for strategic products without
comparative advantage.

Keywords: Policy Analysis Matrix, Comparative and Competitive Advantage, Supportive Policies,
Economic-Agricultural Zones, Afghanistan.

Extended Abstract
Objectives

Afghanistan’s economic development and stability heavily rely on the growth of agriculture in
this country. Moving Afghanistan from an economy that was built on the consumption of foreign
aid to one that is built around rising productivity through agriculture is vital for a sustainable, stable
and developed Afghanistan. Agriculture is critical to Afghanistan’s food security and a key driver
of economic growth. Most Afghans live in rural areas relying on agriculture and husbandry for
their livelihood and their family sustenance. Agriculture also creates employments and investment
opportunities for people living in urban areas. Undoubtedly, achieving the goal of agricultural
sector growth will not be possible without identifying the drivers of regional growth in the
agricultural sector, which requires recognizing the production capacity and, consequently, the
comparative and competitive advantages in each region of the country. In this regard, the present
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study examines the comparative and competitive advantages and effects of national and
international Supportive policies of selected products in each economic-agricultural zone in the
2018-2019 crop year. The results of this study can be used to modify and improve regional
production planning and policies. The studied products include irrigated and rainfed wheat, corn,
rice, cotton, potato, saffron, and poppy. These crops cover more than 70% of the area under
cultivation of crops, Therefore, strategic and regional planning is very important for them in
Afghanistan.

Methods

In the first part of the research, the Policy Analysis Matrix (PAM) is used. This method is one of
the most comprehensive and practical methods of policy analysis and calculation of comparative
advantages and competitiveness of agricultural products, which enables the researcher to analyze
the policy in addition to calculating the values of indicators and Provide solutions for policy
reform. This method is based on market and shadow prices of inputs and products and uses the
accounting unit of income minus expenses equal to profit. Some of the indicators studied in this
section are: Nominal Protection Coefficient of Inputs (NPCI), Nominal Protection Coefficient of
Output (NPCO), Effectives Protection Coefficient (EPC), Domestic Resource Cost (DRC), Social
Cost Benefit (SCB), Net Social Profit (NSP), Profitability Coefficient (PC), Private Cost Ratio
(PCR), Subsidy Ratio to Producers (SRP), Unit Cost (UCs), Unit Cost-Domestic (UCq), Unit Cost-
Export (UC). In the second part of the research, physical indicators of comparative advantage
include: Scale Advantage Index (SAI), Efficiency Advantage Index (EAI), Aggregative Advantage
Index (AAI) was used and based on the results of each section, we prioritized products based on
zones and also for the whole country.

Results

The results of the study of support indicators for selected products in agricultural economic
zones show that in general, the effects of government intervention in the production process have
led to losses of producers in the domestic market. Also, saffron and poppy have the most
comparative advantage in each zone. The low level of comparative advantage of wheat as one of
the most strategic crops for food security in Afghanistan and the comparative advantage of rice in
the northern areas and corn, Potato and cotton in the southern areas are other results of this section.
The results related to other indicators of comparative advantage and social profitability confirm the
results obtained from the previous step, based on them the prioritization of products was done at
the level of each zone. The values of internal competitiveness indices show that irrigated and rain-
fed wheat products have the lowest domestic competitiveness, potato products in the seventh region
and corn in the fifth region are not in good condition due to insufficient performance and lack of
access to marketing infrastructure. The highest level of domestic cost competition is related to
saffron and poppy. Export cost competition index shows higher export power due to higher global
prices than domestic prices for products with domestic cost competitiveness. Physical advantage
indices were also measured and products prioritized for each area and whole country based on
Aggregative advantage values. According to the results, irrigated wheat products in the sixth
region, rainfed wheat in the first region, rice and corn in the fourth region, cotton in the second
region and poppy in the tenth region have the highest Aggregative advantage over other regions.

Discussion

Evaluation of the results show the lack of effective support for agricultural products. Analysis of
the comparative advantages and competitiveness of products shows that not paying attention to the
indicators in the cultivation and production of agricultural products in Afghanistan has led to a
waste of physical and financial resources resulting from national and international support. Also,
the existence of a comparative advantage of poppy production in the zones, emphasizes needs to
pay attention to policies to reduce demand and price levels along with policies to combat supply
and production. Paying attention to comparative and competitive advantages in different areas of
the country can be one of the important steps to reform supportive policies, increase production
capacity, competitiveness and correct orientation of supportive and marketing policies at any level



of Areas and country. It is also suggested that policies such as reforming the production structure,
increasing the productivity of factors of production, improving the quality of products, expanding
the provision of marketing services including maintenance, packaging, conversion and
complementary industries according to international standards and developing export markets for
agricultural products be considered by policy makers. Due to the dynamics of competitive and
comparative advantage indicators, it is necessary to continuously study the trend of comparative
advantage over time and in different production areas and to invest in technical and fundamental
research.
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