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The Afghanistan Private Sector Rapid Survey 
Round 2 was conducted by the World Bank in 
May-June 2022. It captures the impacts of the 
August 2021 political crisis on the private sector in 
Afghanistan.

DISCLAIMER: The results presented in this survey report 
are based on a sample of 265 formally registered 
businesses with active phone numbers and/or email 
addresses. To improve the representativeness of the 
sample, results are weighted according to estimated 
number of firms in each economic sector, based on the 
ACBR-IP database of registered firms as of December 
2019. The findings are intended to assess the business 
environment faced by formal private sector firms 
immediately after the political crisis of August 15, 2021, 
and periodically through surveys. The survey does not 
assess the business environment faced by or impacts on 
the informal sector of the economy.
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EXECUTIVE SUMMARY

i. The events of August 2021 in Afghanistan triggered a political, economic, and humanitarian crisis. 
The abrupt collapse of the government disrupted the functioning of government institutions, and the 
sudden cessation of foreign aid prompted a severe fiscal contraction that interrupted the delivery of 
basic services. Economic activity contracted sharply, and the country’s real gross domestic product 
(GDP) per capita is projected to decline by around one-third between end-2020 and end-2022.1 
The Afghanistan Welfare Monitoring Survey, conducted by the World Bank between October and 
December 2021, indicated that around 70 percent of households could not meet their basic needs, 
including food.2 The financial sector remains in crisis, with core functions of the central bank—Da 
Afghanistan Bank (DAB)—and the banking sector unfulfilled.

ii. Within this continually evolving context, the World Bank sought to take the pulse of the country’s 
businesses through a Private Sector Rapid Survey (PSRS). The first round of the PSRS, conducted in 
October–November 2021, aimed to gather information on the status and concerns of Afghanistan’s 
formal private sector firms in the months following the crisis. The survey report published in March 
2022 concluded that the country’s firms were mired in challenges and uncertainties.3 A follow-up 
survey, implemented in June 2022, is reviewed here and will be followed by another round.

iii. Firms in Afghanistan are adjusting to the new reality in the country and are gradually starting to 
resume operations, albeit well below capacity. More than three-fourths of firms participating in the 
second round of the PSRS were operational, compared to two-thirds in the first round, although the 
majority are operating at far less than full capacity and are thus considered only partially open. This 
improvement in firms’ operating status is confirmed by an analysis of results pertaining to panel firms,4 
of which 43 percent reported improvement and only 16 percent reported a deterioration. The analysis of 
panel data indicates that there is no element of “survival bias” in the selection of firms for Round 2. For 
all other analyses in the report, there is no significant difference between the results of panel firms and 
those of all firms surveyed during Round 2.

iv. The sharp decline in consumer demand appears to have attenuated in recent months, but remains 
considerably diminished compared to the period before August 2021. Whereas 82 percent of Round 
1 participants reported a decline in demand since the onset of the crisis, half of Round 2 participants 

1 World Bank. 2022. “Afghanistan Development Update” (April). Washington, DC: World Bank

2 World Bank. 2022. “Afghanistan Welfare Monitoring Survey – Round 1” (March). Washington, DC: World Bank.

3 World Bank. 2022. “Afghanistan Private Sector Rapid Survey: A snapshot of the business environment – Round 1” (March). Available at: https://thedocs.worldbank.
org/en/doc/ced9ff1a094dd92886271f532f3c9754-0310062022/original/AFG-Private-Sector-Rapid-Survey-Report-Apr-2022-Final.pdf.

4 Panel firms are those that participated in both PSRS survey rounds. Of the 265 businesses surveyed in Round 2, about 30 percent were panel firms.



viii AFGHANISTAN PRIVATE SECTOR RAPID SURVEY - ROUND 2

experienced a drop in demand between November 2021 and June 2022. The share of firms experiencing 
an uptick in demand doubled between survey rounds, from 17 percent in Round 1 to 37 percent in 
Round 2. The rebound in consumer demand is slightly higher among small firms—all of which had 
reported lower demand in Round 1, but nearly 60 percent of which cited a boost in demand in Round 
2. The situation varies by sector, however, three-quarters of firms in construction and two-thirds in the 
services sector reported declining demand since November 2021.

v. Reported revenue losses in the past six months were not as bad for panel firms as they had predicted 
in the Round 1 survey. A weighted analysis of panel firms’ responses shows that, whereas a majority 
of firms (82 percent) had expected revenue losses in the months ahead of the Round 1 survey, half of 
them reported having experienced actual revenue losses in Round 2. This was particularly the case 
among small and medium firms.

vi. The high level of uncertainty that followed immediately after the events of August 2021 has subsided, 
but firms continue to face daunting operational challenges. Just over 10 percent of firms surveyed in 
Round 2 of the PSRS reported that uncertainty about the future was among their top three business 
constraints, as compared to over a quarter of firms that participated in the first round of the survey. By 
contrast, nearly half of firms surveyed in Round 2 cited the lack of consumer demand as a top business 
constraint since November 2021, up from one-fifth in the first few months after the crisis began. Large 
firms—which are more likely to engage with the formal banking sector—have been disproportionately 
affected by banking system issues, and women-owned firms are particularly affected by restrictions 
on women’s economic activities, resulting in revenue losses.

vii. Issues with banking sector functionality have undermined business confidence in formal banking. 
Owing to liquidity constraints, firms that made bank deposits before the crisis face greater challenges 
in withdrawing desired amounts than those making deposits since August 2021. These banking 
sector limitations have discouraged deposits and forced firms to move toward the use of cash and 
traditional Hawala money transfer systems to conduct transactions. Firms continue to face difficulties 
in completing business transactions, both locally and internationally, and trade activities have 
been disrupted, particularly with respect to accessing export markets. More than one-third of firms 
engaged in trade indicated that demand for exports and imports had declined since November 2021. 
The official cost and processing time for clearing goods through customs is reported to have remained 
largely unchanged compared to the pre-crisis period.

viii. Hit hard by the crisis, businesses continue to face a financial crunch and need loans to keep their 
businesses running. One-fifth of firms surveyed in Round 2 cited the need for a loan in the coming 
months, mainly to serve as working capital. Among these, over a quarter—and nearly half of small 
firms—expressed a preference for obtaining loans from family and friends, as access to more formal 
lending channels has been challenging since August 2021.

ix. Access to domestically produced and imported inputs5 remains difficult. Surveyed firms reported that 

5 Inputs include but are not limited to raw materials, semi-finished goods, fuel, electricity, machinery, and so on.
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domestically produced inputs have become more expensive and difficult to obtain, owing to price inflation 
and to the closure of businesses that supplied inputs. Access to imported inputs has been constrained by 
abrupt border closures, high prices, and difficulties in making payments to vendors abroad.

x. Reports of corruption remain low with respect to paying taxes and clearing goods through customs. 
The incidence of unofficial payments dropped significantly after August 2021, as reported by survey 
respondents, although a slight uptick was observed at the revenue department in recent months. 
Fewer than 10 percent of surveyed firms reported having made unofficial payments since August 2021, 
compared to 82 percent before that.

xi. The majority of firms reported that the security environment had improved since November 2021. 
Over two-thirds of firms owned by men cited improvements in the security situation since November 
2021, as compared to 11 percent who felt the situation had deteriorated. Among women-owned firms, a 
similar share reported that the security environment had improved for their business in recent months 
(45 percent) as those who cited a deterioration over the same time period (41 percent).

xii. Despite hiring some workers in recent months, many firms still rely on employee layoffs to mitigate 
the risk of revenue losses, and employment remains far below pre-crisis levels. On average, 
employment in surveyed firms had dropped 61 percent below pre-crisis levels by November 2021. By 
June 2022, employment in firms that participated in Round 2 of the survey had recovered somewhat, 
but still remained 50 percent below pre-crisis levels. Women workers continue to be disproportionately 
affected by job losses, with employment in surveyed firms remaining 62 percent lower than before 
August 2021. Firms in the construction sector have laid off more employees than firms in other sectors, 
at around 80 percent, on average.

xiii. Other strategies for coping with business challenges include increasing the use of cash and Hawala, 
shrinking investments, and lowering staff salaries. Medium and large firms employ a wider array 
of coping strategies, whereas small firms rely mainly on employee layoffs and shrinking investments. 
Nearly one-fifth of firms in Round 2 reported having reduced salaries to keep employees on board. 

xiv. Approaching the Interim Taliban Administration (ITA) to discuss the challenges they faced did not 
help firms resolve those challenges. Over half of surveyed firms reported having reached out to 
the ITA to discuss issues related to trade, taxation, and restrictions on women’s economic activities. 
Among those firms that reached out, 60 percent indicated that their issues had not been resolved. 
Surveyed businesses pointed to a lack of knowledge and expertise regarding administrative work and 
a lack of response to issues raised.

xv. Businesses feel relatively less uncertain about their investment outlook than they did in the first 
round of the survey, but they do not report plans to make major changes in investment decisions. Of 
those firms surveyed in Round 2 that had decided on an investment strategy for the next six months, 
majority (81 percent) plan to maintain their current level of investment and over two-fifths indicated 
that they would shrink investments.
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INTRODUCTION

1. The complex crisis unleashed by political events in Afghanistan in August 2021 has challenged the 
resilience of the country’s private sector.6 The central bank still does not have access to its overseas 
assets, amounting to around US$9.2 billion. Due to perceived risks related to anti-money laundering 
and combating the financing of terrorism (AML/CFT), international banks have ceased operations with 
banks in Afghanistan, and correspondent banking channels for international payments are severely 
hindered.7 These restrictions have had a direct impact on private sector activities, resulting in trade 
disruptions as firms struggle to pay for imports or receive payments for their exports. The breakdown 
in formal international payment channels has also halted the flow of remittances. Persistent local and 
foreign currency shortages, along with statutory limits on withdrawals and transfers, have caused a 
liquidity crunch in turn, and has reduced the incomes of firms and households. These challenges have 
pushed the economy, and in particular the private sector, to rely increasingly on cash or informal 
financial services.

2. The private sector is adjusting to this new reality, following the initial shock of the August 2021 
events. An immediate outcome of the crisis was a temporary cessation of private sector activity in 
Afghanistan. Businesses in the country faced heightened uncertainty about the future and a loss 
of human capital (“brain drain”), which undermined investment confidence and dampened firms’ 
business outlook. Now, a year into the political and economic crisis, firms are beginning to adjust to 
the new business environment. This has lowered the level of uncertainty, but firms’ activities are still 
constrained by revenue losses in the face of declining demand, high food and fuel prices, financial 
sector challenges, and a lack of clarity around policy making.

3. Given the continually evolving context, it is critical to monitor the pulse of Afghanistan’s private 
sector to better understand the operating constraints that businesses face and the support they 
need to move forward in a changing business landscape. The PSRS was designed to gather iterative 
information on the impact of the August 2021 events on the businesses. Building on the Round 1 survey 
report, published in March 2022 on the basis of data collected during October–November 2021,8 this 
follow-up report seeks to provide an updated review of the private sector context in Afghanistan 
based on a survey implemented in June 2022. The Round 2 survey was conducted with 265 businesses.9 

6 See Annex 1 for a brief overview of the private sector in Afghanistan.

7 World Bank. 2022. “Afghanistan Development Update.” (April). Washington, DC: World Bank

8 World Bank. 2022. “Afghanistan Private Sector Rapid Survey: A snapshot of the business environment – Round 1” (March). 

9 See Annex 2 for a review of the Round 2 survey methodology.
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Of these, 79 were panel firms10 that had participated in the Round 1 survey and 186 were new firms. 
Respondent firms were based in Kabul and four major cities with a relatively high concentration of 
businesses: Balkh, Herat, Kandahar, and Nangarhar (Figure 1). 

4. Though the PSRS survey was conducted using a statistically representative sample at the regional 
level, it may not be representative with regard to some sectors and gender of firm ownership. The 
number of respondents in some sectors of business operation is small in the sample frame, and 
results may not be representative of firms’ overall experiences in those sectors. Similarly, owing to 
difficulties in reaching out to female business owners, only a limited number of women-owned firms 
were surveyed.

Figure 1: Sample distribution of R2 survey (% of respondents)

Large
10%

Male
86%

Agribusiness
25%

Kabul
50%

Medium
65%

Female
14%

Construction
10%

Non-Kabul

50%

Small
25%

Manufac-
turing
23%

Services
18%

Wholesale 
and retail 

trade
24%

Size Gender Sector Location

Source: World Bank, Afghanistan PSRS – R2 (2022). N=265.

5. The survey covered only formally registered businesses and thus does not capture the challenges 
faced by, and impacts on, firms operating in the informal sector of Afghanistan’s economy. 
Furthermore, the response rate was approximately 20 percent—one of five firms contacted responded 
favorably. Many phone numbers were switched off or unreachable, the “no-show” rate was high 
despite consistent follow-ups for confirmation, and some participants experienced connectivity 
issues that prevented them from completing the phone-based survey. Despite these limitations, the 
representativeness of the survey was enhanced using weights based on the number of firms in each 
economic sector.

10 See Annex 3 for a brief overview of the panel firms.
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SURVEY RESULTS

FIRM OPERATIONS

6. Businesses in Afghanistan are adjusting to the new realities of the business environment, and while 
a larger share of businesses has resumed operations since November 2021, they are operating 
well below capacity. Around a third of firms interviewed during Round 1 of the PSRS had temporarily 
closed their businesses, whereas Round 2 survey results show that the majority of firms are either fully 
or partially open (Figure 2).

Figure 2: Operating status of firms (% of respondents) – R2 and R1

Fully open
and operational

Partially open Temporarily 
closed

Permanently 
closed

R2 (June 2022)

R1 (Nov 2021)

25%
20%

59%

47%

14%

30%

2% 3%

Source: World Bank, Afghanistan PSRS – R1 (2021) and R2 (2022). N1=100, N2=265.

7. The gradual resumption of business operations is observed across different business sizes and 
sectors. A higher proportion of large firms participating in the survey reported being fully open, 
suggesting that small and medium firms face greater or more enduring vulnerability to shocks. Firms 
engaged in the construction sector are relatively worse off, as this sector had the highest proportion 
of firms reporting having closed either temporarily (26 percent) or permanently (4 percent). By 
comparison, the percentage of closed firms in all other sectors fell below 20 percent. Compared with 
Round 1, a higher proportion of firms in the manufacturing and services sectors are operational (Figure 
3). Surveyed firms cited the decrease in demand and banking sector constraints (such as withdrawal 
limits and lack of liquidity) as the main reasons for closure in recent months.
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Figure 3: Operating status, by sector of activity (% of respondents) - R2

Wholesale & 
retail trade

Agribusiness

Construction

Manufacturing

Services

Permanently 
closed

Temporarily 
closed

Partially 
open

Fully 
open

36%

7%

24%

36%

33%

45%

63%

64%

47%

48%

14%

26%

10%

17%

16%

5%

4%

2%

3%

Source: World Bank, Afghanistan PSRS – R2, 2022. N2 = 265 (agriculture=66, construction=27,  
manufacturing=62, services=47, trade=63).

8. The overall improvement in businesses’ operating status is confirmed by analyzing data for panel 
firms. Operating status improved or remained unchanged for the majority of panel firms (as shown 
in the green- and yellow-shaded boxes, respectively, in Table 1), suggesting that there is no “survival 
bias” in the selection of firms for the Round 2 survey.

Table 1: Operating status (% of businesses) – R2 and R1, panel firms

ROUND 1 STATUS

Fully open Partially 
open

Temporarily 
closed

Permanently 
closed Overall

RO
U

N
D

 2
 S

TA
TU

S

Fully open 20% 25% 10% 55%

Partially  
open 13% 12% 8% 33%

Temporarily 
closed 1% 1% 5% 7%

Permanently 
closed 1% 3% 4%

Unknown 1% 1%

Overall 34% 39% 24% 3%

Source: World Bank, Afghanistan PSRS – R1 (2021) R2 (2022). N1=100, N2=99.

Note: Green-shaded cells indicate improvement, as firms opened after a temporary closure in Round 1 or 
moved from partially open in Round 1 to fully open in Round 2. Yellow-shaded cells capture the share of firms 
whose status neither improved nor deteriorated between survey rounds. Red-shaded cells show deterioration, 
as firms moved from temporarily closed to permanently closed, from partially open to temporarily closed, or 
from fully open to partially open or temporarily closed between Round 1 and Round 2.
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BUSINESS CONSTRAINTS

9. Nearly half of the firms participating in Round 2 of 
the survey cited dampened demand as a top business 
constraint. Given the overall economic challenges the 
country is facing, demand has been affected by low 
purchasing power. Banking system challenges and 
uncertainty about the future were also cited as top 
constraints, although by a lower share of firms than 
in Round 1 (Figure 4).11 Insecurity and restrictions on 
women’s economic activities remained among the main 
constraints for women-owned firms.

Figure 4: Top constraints faced by businesses (% of respondents listing top 3 constraints) – R2 and R1

R2 (June 2022)

R1 (Nov 2021)

47%

27%

11%

10%

2%

1%

2%

20%

33%

27%

7%

6%

6%

Lack of/low demand

Banking system issues *

Uncertainty about future

Insecurity & restrictions on women

Taxation & public services **

Brain drain

Other ***

Source: World Bank, Afghanistan PSRS – R1 (2021), R2 (2022). N1=100, N2=257. Multiple responses allowed; results normalized 
to 100%.

10. Sluggish demand is generally the top challenge for medium and small firms, while large firms are 
disproportionately affected by banking system issues. Although the number of firms interviewed is 
relatively small for presenting detailed disaggregated tables, an exploratory analysis of the main 
constraints faced by surveyed firms shows some common patterns. Large businesses are more likely 
to engage with formal banking to conduct business transactions and are thus heavily affected by 
the ongoing banking sector challenges (Figure 5). At the same time, smaller firms are less likely 

11 Note 1:* “Banking system issues” includes: (i) limited functionality of the banking system; (ii) lack of liquidity/cash; (iii) constraints in access to bank loans or additional 
funding; (iv) limited functionality of the hawala system; and (v) issues with formal payments for imports and exports.

 Note 2:** “Taxation & public services” includes: (i) higher tax rates; (ii) higher unofficial payments; and (iii) low capacity of authorities.
 Note 3:*** “Other” includes: (i) lack of policies to support and promote investments, (ii) limited internet access, (iii) Lack of information technology (IT) capacity, 

skills, or technology within the business; (vi) high prices charged by online platforms, marketplaces, or sellers; (v) high prices for online advertising; and (vi) lack of 
enforcement of existing regulations.

“In a meeting with ministry officials, we were  
not allowed to talk or raise our business issues.” 

– Agribusiness firm (woman-owned), Herat

“There is zero demand for our products. We are 
just waiting to see how the situation changes so 
that we can resume our business.”

– Services firm, Herat
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to be able to cope with fluctuations in demand and thus more likely to cite uncertainty about the 
future as a top constraint. Small firms were also more likely to be affected by restrictions on women’s 
economic activities.

Figure 5: Top constraints, by firm size (% of respondents, listing top 3 constraints)  – R2 and R1

33%

25%

47%

11%

51%

37%

49%

43%

27%

35%

19%

20%

12%

21%

10%

29%

15%

28%

9%

8%

13%

13%

5%

1%

2%

9%

1%

2%

11%

1%

7%

1%

3%

R2

R1

R2

R1

R2

R1

La
rg

e
M

ed
iu

m
Sm

al
l

Lack of/low demand
Banking system issues

Uncertainty about future
Insecurity & restrictions on women

Taxation & public services
Brain drain
Other

1%

Source: World Bank, Afghanistan PSRS – R1 (2021), R2 (2022). N1=100, N2=257. Multiple responses allowed; results normalized 
to 100%.

DEMAND AND REVENUE
Consumer Demand

11. On average, the steep decline in consumer demand experienced by firms after August 2021 appears 
to have tapered off slightly since November 2021, although demand is still far below pre-crisis levels. 
Half of the firms participating in Round 2 of the PSRS reported either a slight uptick or no change in 
demand for their goods and services between November 2021 and June 2022. Compared to the two-
thirds of firms that reported a decline in demand in Round 1 of the survey, this result suggests that 
the drastic decrease in demand in the immediate wake of the crisis may have attenuated to some 
degree (Figure 6a, 6b).12 Small firms, which had seen the most significant decline in demand in Round 
1, are now experiencing a relatively higher rebound compared to medium and large firms, as a higher 
proportion of them resumed operations during that time frame.

12 The World Bank’s Afghanistan Economic Monitor (June 2022), reports a slight uptick in aggregate demand in the economy in recent months. This is explained by 
humanitarian and essential service support, by salary payments by the ITA to public sector employees, and by the wheat and poppy cultivation season.
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Figure 6a: Consumer demand, by firm size (% of respondents) - R2
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FI
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Small
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41%18%41%

50%

Figure 6b: Consumer demand, by firm size (% of respondents) – R1 
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100%

1% 17%

26%74%

82%AL
L 

FI
RM

S

Overall
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ZE

 O
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FI
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Source: World Bank, Afghanistan PSRS – R1 (2021), R2 (2022). N1=100, N2=215.

12. Businesses in the agribusiness and manufacturing13 
sectors show relatively stable demand since November 
2021. By contrast, firms in the construction sector, which 
were heavily dependent on government and donor-
funded projects before the crisis, and those in service 
sectors have faced a more severe decline in demand in 
recent months (Figure 7).

13 Surveyed firms in the manufacturing sector include light manufacturing activities such as soap making, plastic bag production, cotton production, shoe production, 
and production of food items such as vinegar and tomato paste.

“The security situation may have improved in 
general, but when  there is no market, how  does 
better security increase demand for our services?” 

– Services firm, Herat
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Figure 7: Consumer demand, by sector of activity (% of respondents) – R2 and R1

Wholesale & 
retail trade

Agribusiness

Construction

Manufacturing

Services

Decrease in 
demand

Increase 
in demand

No change

73%

48%

90%

64%

91%

38%

76%

58%

45%

9%

12%

5%

13%

11%

18%

16%

15%

18%

40%

5%

23%

9%

51%

6%

26%

40%

R1

R2

R1

R2

R1

R2

R1

R2

R1
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Source: World Bank, Afghanistan PSRS – R1 (2021) R2 (2022). N1= 100, N2=215.

Revenues

13. Revenue losses for panel firms were not as bad as predicted under Round 1 of the survey. The use 
of panel data allows for verification and comparison between expected and actual revenue losses. 
Given the heightened uncertainty, declining demand, and pessimistic outlook that firms faced right 
after August 2021, 82 percent of firms were expecting revenue losses within six months after the Round 
1 survey. In the Round 2 survey, however, 51 percent of firms reported having experienced revenue 
losses (Figure 8). The discrepancy between the revenue outlook under Round 1 and actual revenues 
under Round 2 is higher for small and medium firms.

Figure 8: Revenue losses by firm size (% of respondents) – panel firms (R2 and R1)

Revenue
losses

I don’t
know

No revenue
losses

ALL FIRMS SIZE OF FIRMS

82%

51% 62% 50%

85%

49%

91%

57%

3%
49%

2%
50%

5%
51% 43%

15%
36%

10% 9%

Expected
(R1)

Actual
(R2)

Expected
(R1)

Actual
(R2)

Expected
(R1)

Actual
(R2)

Expected
(R1)

Actual
(R2)

Overall Large Medium Small

Source: World Bank, Afghanistan PSRS – R1 (2021), R2 (2022). N1=100, N2=79.
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BANKING SERVICES AND BUSINESS PAYMENTS

14. While somewhat tempered, Afghanistan’s financial sector crisis continues. The events of August 2021 
triggered a series of cascading banking sector challenges that have negatively affected the private 
sector and the overall economy. These include major macroeconomic imbalances, the freezing of 
DAB’s offshore assets, a breakdown of international correspondent banking channels, the collapse of 
domestic payment system functionality, and a loss of public confidence.

Banking Services

15. Limited banking functionality is eroding trust in the 
banking sector and discouraging businesses from 
depositing cash in banks. The majority of surveyed firms 
reported having a corporate bank account, but only one-
tenth of them had deposited money to their accounts since 
August 2021 (Figure 9). Firms withdrew their deposited 
money mainly to meet business needs (74 percent) or due 
to a lack of trust in the banks (26 percent). 

Figure 9: Deposited cash in bank 
accounts (% of respondents)

Figure 10: Reasons for not being able to withdraw 
deposits (% of respondents)

Source: World Bank, Afghanistan PSRS – R2, 
2022. N2=211

Source: World Bank, Afghanistan PSRS – R2 (2022). N2=159 (firms 
that were not able to withdraw deposited cash). Multiple responses 
allowed; results normalized to 100%.
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16. Withdrawing money from banks—particularly money that was deposited before the advent of the 
crisis—is immensely difficult, owing mainly to withdrawal limits (Figure 10). Large firms face more 
difficulties in withdrawing funds than medium and small firms do, largely as a result of fund amounts. 
A majority (60 percent) of firms indicated that they could withdraw less than 50 percent of their 
deposits. Banking sector challenges have remained largely unresolved since August 2021, as borne 
out in the results of both rounds of the surveys.

“If I don't have access to and ownership of my 
money in the bank, what is the point of having 
it  there? The banking system  in Afghanistan 
lost  all its creditability, and nobody should 
deposit there.” 

– Wholesale and retail trade firm, Herat
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Business Payments

17. Due to systemic issues affecting the functioning of the banking sector, firms are moving toward 
informal mechanisms to meet their financial needs. Therefore, they are reporting relatively fewer 
difficulties in making domestic business payments (Figure 11), although the ability of the formal financial 
system to meet the needs of the private sector remains highly constrained. Similarly, a slightly smaller 
share of surveyed firms that reported making or receiving international payments indicated that they 
had faced difficulties in making these payments in recent months (Figure 12), signaling a shift in the right 
direction.

R2 
(June 2022)

R1 
(Nov 2021)

R2 
(June 2022)

R1 
(Nov 2021)

Figure 11: Firms facing di�culties with domestic 
payments (% of respondents) – R2 and R1

Figure 12: Firms facing di�culties with 
international payments (% of respondents)

Source: World Bank, Afghanistan PSRS – R1 (2021), R2 
(2022). N1=100, N2=222

Source:  World Bank, Afghanistan PSRS – R1 (2021), R2 
(2022). N1=63, N2=91.
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18. The lack of liquidity in the financial sector continues to pose difficulties for firms in conducting 
domestic payments (Figure 13). The liquidity crisis in the banking sector is driven by a significantly 
reduced depositor base and exacerbated by the fact that a significant portion of the Afghani notes in 
circulation have deteriorated and are no longer usable.

Figure 13: Main difficulties experienced in domestic payments (% of respondents)

49%

28%

8%
4% 1%

10%

Lack of cash
(liquidity)

Limitations of
the informal

payment
channels

No access 
to bank 

accounts

Limited 
access to 

bank 
accounts

Lack of 
online 

banking

Other

Source: World Bank, Afghanistan PSRS – R2, 2022. N2=143 (firms that face difficulties). Multiple  
responses allowed; results normalized to 100%.
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Figure 14: Main difficulties experienced in international payments (% of respondents)
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Source: World Bank, Afghanistan PSRS – R2 (2022). N2=73 (firms that faced difficulties). Multiple  
responses allowed; results normalized to 100%.

19. The functioning of international payment systems has been disrupted as well, owing in large part 
to the loss of correspondent banking relationships. Most international banks do not have the risk 
appetite to transact with the Afghan financial system in the current environment. Correspondent 
banks have thus de-risked significantly and restricted transactions with most Afghan banks. The main 
reasons cited by surveyed firms for international payment difficulties include limited access to bank 
accounts and issues with banks’ inward and outward payments as the main difficulties in making 
international payments (Figure 14). These Round 2 results are similar to those under Round 1. Larger 
firms, particularly those engaged in wholesale and retail trade, were most heavily affected by the 
breakdown in international payment channels. These enterprises reported that limited access to bank 
accounts was the main challenge in making international payments, exacerbated by limited liquidity 
and the breakdown of correspondent banking relationships. Small firms and firms in the construction 
sector are the least involved in international transactions and thus not as likely to be affected by 
challenges in this area.

20. Restrictions on the banking sector have increased reliance on cash and Hawala. Around 90 percent 
of the firms participating in Round 2 of the survey reported using cash and/or Hawala for domestic 
transactions, whereas fewer than 10 percent relied on the formal banking sector (Figure 15). The 
use of cash and Hawala for domestic payments is consistent across firms based in Kabul and in the 
provinces and across firms of different sizes, although more large firms use Hawala and banks for 
domestic payments, compared to small and medium firms. The shift toward Hawala is also evident in 
international payments. Two-thirds of firms participating in Round 2 of the survey reported relying on 
Hawala and one-fifth on formal channels for international payments (Figure 16). Given the difficulties 
with international payments, more large firms are moving to Hawala than medium firms. Surveyed 
province-based firms were more likely to rely on Hawala to make international payments, whereas 
Kabul-based firms—which work more often with international firms that would not accept Hawala 
transactions due to potential AML/CFT risks—were more likely to cite a preference for formal banking.
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Figure 15: Channels currently used for domestic 
payments (% of respondents)

Figure 16: Channels currently used for 
international payments (% of respondents)

Source: World Bank, Afghanistan PSRS – R2 (2022). N2=235. 
Multiple responses allowed; results normalized to 100%

Source:  World Bank, Afghanistan PSRS – R2 (2022). N2=94. 
Multiple responses allowed; results normalized to 100%
*Note:  Firms that reported ‘other’ indicated using their 
overseas accounts to transfer money to their vendors. These 
are large firms that have corporate accounts outside of 
Afghanistan, through which they transact internationally.
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21. Although the use of cash was high before the crisis, the post-crisis shift away from formal banking 
channels has been quite dramatic and undermines the many gains made in financial sector 
development over the past few decades (Figures 17 and 18). In Round 2 of the survey, firms highlighted 
limited access to and low reliability of formal channels, as well as a preference for having cash on 
hand, as key reasons for their Post August 2021 change in payment preferences. A smaller share of 
firms now prefer to use online/digital financial services for domestic and international payments than 
before the August 2021.

After 
August 
2021

Before 
August 
2021

11%
4%

Cash

47%

31%

Hawala

Digital 
5%

Digital 
9%

35%

56%

Banks-
In person 
& Digital   

2%

Other

After 
August 
2021

Before 
August 
2021Digital 

1%

Digital 
4%

60%

27%

11% 1%

41%

14%

41%

Cash Hawala Banks- In 
person & 

Digital   

Other

Figure 17: Channels used and preferred for 
domestic payments (% of respondents)

Figure 18: Channels used and preferred for 
international payments (% of respondents)

Source:  World Bank, Afghanistan PSRS – R2 (2022). N2=257. 
Multiple responses allowed; results normalized to 100%.

Source: World Bank, Afghanistan PSRS – R2, 2022. N2=97 
Multiple responses allowed; results normalized to 100%.
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Access to Finance

22. Fewer firms reported requiring loans than in the first 
survey round (Figure 19). The expressed need for 
financing could be lower because many banks and 
microfinance institutions are not actively lending or 
because firms have secured loans from other sources. 
Among the firms that reported needing a loan, close 
to two-thirds indicated the need for working capital to 
keep their businesses running, and one-quarter sought a loan for investment purposes.14 More than 
60 percent of the firms in need of a loan also reported having experienced a decline in revenues.

R2 
(June 2022)

R1 
(Nov 2021)

Figure 19: Need for loans (% 
of respondents) - R2 and R1

Figure 20: Potential sources of loans, by gender of firm owner 
and firm size (% of respondents)

Source: World Bank, Afghanistan PSRS 
– R1 (2021), R2 (2022). N1=100, N2=252.

Source: World Bank, Afghanistan PSRS – R2 (2022). N2=159 (firms that were not able 
to withdraw deposited cash). Multiple responses allowed; results normalized to 100%.
Note: Sources identified as ‘other’ include nongovernmental organizations, the United 
States Agency for International Development, and the World Bank
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23. One-third of surveyed firms that reported needing loan indicated a preference for obtaining loans 
from family and friends, as they rely less on the banking sector. Nearly half of small firms that needed 
loans preferred to seek loans from family and friends, whereas large and medium firms were more 
likely to identify banks and Hawaladars as potential loan sources (Figure 20). Women-owned firms 
expressed a clear preference for obtaining loans from microfinance institutions.

14 In total, 18 firms reported needing both working capital and investment loans, out of which eight needed loans only for investment purposes. These firms operate 
mostly in manufacturing, and wholesale and retail trade, two sectors that experienced increased demand and rising revenue in the past months.

“I had temporarily closed my company, but I am 
taking a loan from my relatives to start again and 
keep my business open” 

– Agribusiness firm, Kabul
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TRADE AND ACCESS TO INPUTS

Trade

24. Trade activities were severely curtailed after August 2021 and have remained steady at this lower 
level across survey rounds. Surveyed firms cited restrictions on bank transfers, an increase in 
transportation costs, and low domestic demand as the main constraints to trade activity. Among 
surveyed firms engaged in exports, around half of large firms, half of agribusiness firms, and more 
than three-fourths of small firms reported a drop in demand for their exportable goods. Similarly, just 
under half of importing firms—mainly large in size—reported a decline in demand for imports (Figure 
21). A higher proportion of large firms (56 percent) in agribusiness and wholesale and retail trade are 
currently engaged in trade activities, compared to medium (23 percent) and small (8 percent) firms. 
Of those firms that reported an increase in trade activity, most were in the agribusiness and wholesale 
and retail trade sectors.

25. The cost and processing time 
involved in clearing goods through 
customs has remained largely 
unchanged since August 2021. Half of 
the surveyed firms that indicated they 
were engaged in trade reported that 
customs' costs and processing times 
were similar to the Pre-August 2021 
situation, whereas a third of exporting 
and importing firms reported a 
perception that customs' costs had 
increased in recent months, owing 
mainly to stricter enforcement of the 
tariff regime since August 2021.

Access to Inputs

26. Surveyed firms report that imported inputs have 
become costlier and more difficult to obtain in recent 
months. As expected in an import-dependent economy 
like Afghanistan, 91 percent of surveyed firms use 
imported inputs. A large majority reported difficulties 
in accessing inputs, both immediately after the crisis 
and in recent months (Figure 22). Border closures, the 
unavailability of inputs in local markets, and difficulties 
in making payments to vendors abroad were cited as 
key reasons for difficulties in accessing imported inputs. 
Payments to vendors abroad have been restricted in 

Figure 21: Change in demand for imports since 
August 15, 2021 (% of respondents)
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Source: World Bank, Afghanistan PSRS – R2, 2022. N2=59.

“Imported inputs like seeds and chicken feed have 
become less available due to business closures of 
local vendors and border issues” 

– Agribusiness firm, Kabul

“A lack of inputs affected our production, and 
banking system issues have cost us the trust of 
the companies providing us our imported inputs 
over the years” 

– Manufacturing firm, Herat
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several ways. First, banks will transfer only 
a limited amount of available funds from a 
company’s bank account,15 and firms need 
to deposit more than 90 percent of it in cash. 
Second, many vendors abroad will not accept 
Hawala transfers. Firms must therefore send 
money through Hawala to Dubai or a similar 
location, from which Hawaladars can make 
a bank transfer to a vendor’s bank account 
abroad. Finally, given the uptick in demand 
for use of this channel and surveillance to 
avoid the transfer of cash via airports, sending 
money through Hawala has become more 
expensive than it was before August 2021. 
The role of international payment challenges 

in stifling imports is particularly problematic 
for large trading firms, which are more likely 
than small and medium firms to engage in 
international transactions.

27. Access to domestically produced 
inputs remains difficult, owing mainly to 
price inflation and the closure of suppliers’ 
businesses. Inputs are more expensive due 
to increased transportation costs, higher 
prices of other related inputs (such as fuel and 
electricity), and more limited local availability. 
Out of the 83 percent of surveyed firms that 
use domestically produced inputs, about half 
reported facing difficulties in accessing these 

inputs since November 2021, as compared to 62 percent in Round 1 (Figure 23). More firms in the 
services, manufacturing, and agribusiness sectors reported having easier access to inputs between 
November 2021 and June 2022 compared to the months immediately following the crisis. Firms in the 
construction sector were more likely than firms in other sectors to cite difficulties in accessing inputs. 
The surveyed firms that reported having easy access to inputs cited lower input prices due to reduced 
local demand and security improvements as the main reason. 

15 According to DAB’s circular, businesses can withdraw up to 5 percent of their available funds weekly. This guideline, however, is not followed by all banks 
in Afghanistan.

Figure 22: Access to imported inputs (% of 
respondents)- R2 and R1

Source: World Bank, Afghanistan PSRS – R1 (2021), R2  
(2022). N1=35, N2=199.
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Figure 23: Access to domestically produced 
inputs (% of respondents)- R2 and R1

Source: World Bank, Afghanistan PSRS, N1=78, N2=125.
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SECURITY CONTEXT
28. A majority of firms participating in Round 2 indicated that the security environment had improved 

since November 2021. A higher proportion of men-owned firms cited improvements, as compared to 
women-owned firms. Around two-fifths of women-owned firms reported experiencing a deterioration 
in the security environment for their businesses in recent months (Figure 24).

GOVERNMENT SERVICES

Taxes

29. More than two-thirds of businesses participating in Round 2 of the survey reported having filed 
taxes since August 2021, as compared to one-quarter in Round 1. Qualitative data suggest that tax 
collection efforts are more robust and effective. Not all businesses are able to pay their taxes on time, 
however, owing to declines in business revenues. At least 8 percent of surveyed firms indicated that 
they had opted to delay their tax payments.

30. The process of paying taxes remains largely the same as before August 2021. Nearly half (48 percent) 
of the surveyed firms that filed taxes indicated that the process was similar. Around 14 percent of 
these firms, however, reported that the process of paying taxes took longer than before. According 
to anecdotal evidence, reasons for this slowdown may include intentional delays on the part of tax 
authorities in hopes of obtaining unofficial payments and a lack of technical capacity in government 
institutions since August 2021.

“Security is better now. We can visit farms to buy 
products for trade, and this has cut down on expenses 
previously spent on outsourcing such activities.” 

– Agribusiness firm, Kabul

“Security is not good for women. We have laid off most 
of the female employees, as the Taliban didn’t allow 
women to work” 

– Agribusiness firm, Kabul

Figure 24: Security environment  
for businesses (% of respondents)

Source: World Bank, Afghanistan PSRS – R2 (2022). N2=257.
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Government Contracts

31. There have been only a handful of opportunities for firms in Afghanistan to obtain government 
contracts. Among businesses surveyed in Round 2, 3 percent reported having bid for government 
contracts since November 2021. By comparison, none of the firms surveyed under Round 1 had bid for 
any government projects.

CORRUPTION
Revenue Department

32. Although unofficial payments in the process 
of paying taxes dropped significantly after 
August 2021, as reported by surveyed firms, they 
still occur. About two-thirds of firms surveyed 
in Round 2 reported having paid unofficial 
payments before August 2021, and 8 percent 
mentioned having paid since November 2021 as 
well—a slightly higher percentage than in Round 
1 (Figure 25).

Figure 25: Uno�cial payments (% of respondents)
- Revenue department

Figure 26: Uno�cial payments (% of respondents)- 
customs

Source:  World Bank, Afghanistan PSRS – R2, 2022. N2=175. Source: World Bank, Afghanistan PSRS – R2, 2022. N2=76.
Note:  Survey questions regarding uno�cial payments at 
customs were separate for exports and imports. Response 
shares were averaged to report on combined results.

Before 
August 

2021

Between 
Aug and 
Nov 2021

62%

3% 8%

38%

97% 92%

Paid

Did not pay

After 
Nov 
2021

Before 
August 

2021

Between 
Aug and 
Nov 2021

82%

8%

15%
3%

86%

6% 9%

83%

Paid

Did not pay

After 
Nov 
2021

No comment

8%

Customs Department

33. Corruption at customs has dropped off considerably since the Interim Taliban Administration (ITA) 
takeover. Of the 22 percent of surveyed firms who were engaged in international trade, four out of 
five indicated that they had to pay unofficial payments when clearing goods through customs before 
August 2021, as compared to 8 percent since then (Figure 26).

“Employees at the tax office delay work as usual 
and want bribes to process the tax payments.” 

– Manufacturing firm, Kabul

“We used to pay bribes at the customs and revenue  
departments during the previous regime, but the  
Taliban do not allow corruption anymore.” 

– Agribusiness firm, Kabul
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BUSINESS COPING STRATEGIES
34. Even though some firms have increased hiring in 

recent months, laying off employees is still among 
the main coping strategies adopted by businesses 
to mitigate the risk of revenue losses. Other top 
strategies include increasing the use of cash in place 
of the banking system and shrinking investments   
(Figure 27). For small firms, shrinking investments has 
been a key coping strategy, indicating their higher vulnerability to shocks that affect their operations 
and investments. Two strategies that have become more common since November 2021 include 
lowering staff salaries and delaying tax payments. About one-third of women-owned businesses 
surveyed in Round 2 have employed women to work from home in response to the challenges their 
firms face, compared to 6 percent of men-owned firms. Overall, there are no major changes across 
survey rounds in the coping strategies adopted by firms.

Figure 27: Coping strategies (% of respondents) – R2 and R1
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35. Employment in surveyed firms has increased 
slightly since November 2021 but remains far 
below pre-crisis levels. In the first survey round, 
all businesses had cut jobs, laying off around 
two-thirds (61 percent) of employees, on average. 
Among firms surveyed in Round 2, employment was 

“We have reduced our operations, moved to a 
smaller  office due to rent, hired a few women at 
home, but laid off many of our employees to keep 
the business running.” 

– Services firm, Kabul

“We decreased the salaries of our remaining staff by 
40 percent just to keep them employed. Some of our 
female employees have been laid off, but we still pay 
30 percent of their salaries to support them.” 

– Wholesale and retail trade firm (man-owned), Kabul
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50 percent lower, on average, for all employees and 62 percent lower among women compared to 
the period before August 2021 (Figure 28). Among panel firms, there has been an uptick in hiring since 
November 2021. Despite this hiring trend, however, employment in panel firms is still 30 percent lower, 
on average, than before August 2021. The Afghanistan Economic Monitor points out that demand 
for skilled and unskilled workers has recovered marginally since February 2022, coinciding with the 
harvest season, but that large-scale underemployment still exists in the economy.16

Figure 28: Average % change in employment - R2 and R1
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Source: World Bank, Afghanistan PSRS – R1 (2021), R2 (2022). N1=100, N2=257.

36. Approaching the Interim Taliban Administration to 
help resolve business challenges has not proven 
effective for surveyed firms in recent months. More 
than half of firms surveyed in Round 2 reported having 
approached the ITA to discuss issues related to trade, 
taxes, and restrictions on women’s businesses. In most 
cases, however, they did not or were unable to resolve the firms’ difficulties (Figure 29). About 10 
surveyed businesses pointed to a lack of knowledge and administrative expertise among the ITA, 
together with a lack of response to issues brought to light by the public or businesses.

Figure 29: Outcome of discussions with the ITA (% of respondents)
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Source: World Bank, Afghanistan PSRS – R2, 2022. N2=123. Multiple responses allowed; results normalized to 100%.

16 World Bank. 2022. “Afghanistan Economic Monitor” (July 19). Washington, DC: World Bank.

“The authorities are not skilled or experienced. 
They are not professional. They don't even know 
what an official letter is” 

– Manufacturing firm, Nangarhar
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BUSINESS OUTLOOK

37. The level of uncertainty faced by businesses has subsided in recent months. Immediately after 
August 2021, a much higher percentage of firms (43 percent) reported feeling uncertain about their 
investment prospects over the six months to follow than in June 2022 (19 percent). The proportion 
of firms planning to expand, contract, or maintain current levels of investment remained consistent 
across both survey rounds (Figure 30).

Figure 30: Future investment prospects (% of respondents) – R2 and R1
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38. A slightly higher proportion of surveyed firms in the 
agribusiness and wholesale and retail trade sectors 
plan to expand their investments in the future, as 
compared to firms in other sectors. Most of these 
firms experienced relatively stable demand in recent 
months. On the other hand, more firms in services and construction cited plans to contract investments, 
in line with the reported drop in demand and revenue in those sectors (Figure 31).

“I want to expand my business and do more 
investments in poultry farming” 

– Services firm, Kabul
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Figure 31: Future investment prospects, by sector of activity (% of respondents)
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39. It will be important to continue to observe the impacts of the evolving business environment on 
Afghanistan’s private sector. The precipitous decline in demand and employment observed in the 
immediate wake of the crisis seems to have attenuated, but current levels remain well below those 
seen before August 2021. High prices and low purchasing power, combined with limited banking sector 
functionality and interrupted payment systems, will continue to pose challenges for businesses of all 
sizes. A third round of the PSRS will be conducted to continue tracking the impact of the post-crisis 
environment on Afghanistan’s private sector.
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ANNEX 1:  
THE PRIVATE SECTOR 
IN AFGHANISTAN

Estimates suggest that Afghanistan’s private sector contributed to over half of the country’s gross 
domestic product (GDP) in 2018.17 According to a Business Establishment Survey,18 nearly 700,000 
establishments (formal and informal) were operating in the private sector. Together, they employed 
approximately 1.5 million people, around 20 percent of Afghanistan’s total employed labor force. Of 
these, 90 percent were categorized as micro, small, and medium enterprises (MSMEs), with fewer than 
10 employees on average. Firms in Afghanistan are defined based on the number of employees and 
the level of investment in physical capital. The thresholds for firm categories vary according to sector 
(Table A1-1). Nearly two-thirds (62 percent) of the establishments surveyed in 2015 were engaged in 
trade (exports and/or imports).

Table A1-1: Firm size in Afghanistan’s private sector

FIRM SIZE NUMBER OF EMPLOYEES
INVESTMENT IN PHYSICAL  
CAPITAL (AFN MILLIONS)

Non-service Sectors Services Sector

Micro < 5 < 2.5 < 1

Small 5-19 2.5–5 1–2

Medium 20-99 5–10 2–5

Large > 100 > 10 > 5

Source: Ministry of Industry and Commerce.

Formal businesses in Afghanistan are registered with the ACBR-IP of the Ministry of Industry and 
Commerce, with municipalities, or with both. As per official ACBR-IP data, approximately 120,000 
large, medium, and small businesses were formally registered in 34 provinces of Afghanistan as of 
December 2019 (Table A1-2).

17 Afghanistan Central Statistics Organization (2018). Private sector companies represent two-thirds of total manufacturing value-added (21.7 percent of GDP) and 
are key players in retail trade (8 percent), transport (18.6 percent), telecommunications (6 percent), and agriculture (20.8 percent).

18 Afghanistan Central Statistics Organization. 2016. “Business Establishment Survey 2015” (December).
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Informal businesses constitute 
the lion’s share of Afghanistan’s 
private sector and are comprised 
predominantly of small and mi-
cro enterprises. Fewer than 20 
percent of Afghanistan’s private 
sector establishments are in the 
formal sector. Although the pre-
dominance of informality lowers 
overall productivity and com-
petitiveness, informal businesses 
have proved resilient in the past, 
having survived war, political 
changes, and other monumental 
challenges.

Afghanistan’s economy is undi-
versified, which has resulted in 
limited exports. In 2020, the coun-
try’s exports amounted to less 
than US$1 billion, as compared to 
over US$6 billion in imports. The 
main exports include agricultural 
products (such as vegetables and 
dried and fresh fruits), animal 
products, and mineral products 

(including gemstones, coal, marble, and talc stone). The main imports, in contrast, comprise machin-
ery, petroleum, electricity, food items, cement, and textiles.

Private sector investment has suffered in the face of uncertainties in Afghanistan’s political and 
economic context. Private domestic investment is concentrated in the manufacturing, construction, 
trade, transport, agribusiness, and services sectors. Foreign direct investment (FDI) averaged 0.4 
percent of GDP per year between 2015 and 2020 (US$80 million cumulative). FDI inflows have been 
low and erratic, with spikes every few years due to one-off investments that have generally been 
linked to the telecommunications, construction, and logistics sectors.

Private sector assessments and surveys conducted in the past several years have identified key 
binding constraints to private sector development in Afghanistan. Respondents to the Afghanistan 
Enterprise Survey (2014) cited political instability, corruption, and access to land, finance, and electricity 
as key constraints to private sector operations.

Table A1-2: Sectors of activity in Afghanistan’s private sector

SECTOR OF ACTIVITY
NUMBER OF FORMALLY 

REGISTERED BUSINESSES  
(AS OF DECEMBER 2019)

Manufacturing 64,934
Construction 17,877
Transportation 10,807
Wholesale or Retail Trade 7,389
Services 6,423
Education 3,455
Agriculture, forestry  
and fishing 2,700

Information and 
communication 1,817

Human Health 1,039
Mining and quarrying 942
Energy 407
Agribusiness 302
Telecommunications 60
Petroleum and  
natural gas 13

Others 20

Total 118,185

Source: Ministry of Industry and Commerce.
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ANNEX 2:  
SURVEY METHODOLOGY

The World Bank Group’s Finance, Competitiveness, and Innovation Global Practice conducted 
second round of the Private Sector Rapid Survey (PSRS) in Afghanistan in May-June 2022. The team 
surveyed 265 businesses in Kabul and in four major cities with a concentration of business activity: 
Balkh, Herat, Kandahar, and Nangarhar. The objective of the second round of the PSRS is twofold. 
First, in covering a much larger number of firms than the first round, the survey aims to present a 
more holistic assessment of the impact of the ongoing crisis on Afghanistan’s private sector. Second, 
in tracking the experience of panel firms that participated in both rounds of the survey, it aims to 
assess how the environment has evolved since August 2021. The survey sheds light on the challenges 
that Afghan businesses are facing and the key constraints hampering their business activities. Owing 
to implementation constraints in the current political and fragile context, the survey was conducted 
over the phone.

SAMPLING APPROACH
The sampling methodology for the PSRS was chosen to ensure representativeness at both the 
national level (formal private economy) and within selected province groups (Table A2-1). The 
sampling methodology ensured statistically robust analyses, with a minimum 7.5 percent precision for 
90 percent confidence intervals.19 The team consulted in detail the methodologies used by the World 
Bank Enterprise Survey (WBES) and the COVID Business Pulse Survey (BPS).

Sample Frame

The PSRS used the Afghanistan Central Business Registry and Intellectual Property (ACBR-IP) 
database as the sample frame. ACBR-IP is a government agency under the Ministry of Industry and 
Commerce and is tasked with registering businesses in the country. The ACBR-IP database also formed 
the basis of the sample frame used by both WBES and BPS.20 Per the available ACBR-IP data until 
December 2019, there are approximately 118,185 formal registered businesses in Afghanistan (Table 
A2-1). This, however, does not include approximately 500,000 micro and small businesses registered 
with municipalities in the country, for which there are no data available from official sources.

19 A 7.5% precision of an estimate in a 90% confidence interval means that the population parameter is within a 7.5% range of the observed sample estimate, except 
in 10% of the cases.

20 Enterprise Survey used as sample frame, the database of registered/formal firms with the then Afghanistan Investment Support Agency (AISA) in 2014. The AISA 
database became part of ACBR-IP database when AISA was merged with ACBR-IP in 2016. PSRS is using the latest ACBR-IP database as sample frame. BPS 
sample frame was also based on ACBR-IP, with some updates undertaken by the consulting firm hired to implement the survey. 
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Stratification

Stratification of the sample is based on key 
dimensions of firm characteristics and the 
availability of relevant information in the 
sample frame. The PSRS stratified the sample 
by firms’ geographical location and sector 
of activity. The geographical stratification 
is defined to reflect the distribution of 
economic activity across the main commercial 
centers/provinces of Afghanistan. Two main 
geographical strata are identified: Kabul and 
non-Kabul (including Balkh, Herat, Kandahar, 
and Nangarhar provinces). The sectoral 
stratification considers the key sectors in 

the Afghan economy and is divided into four main groups: agribusiness, manufacturing (excluding 
agribusiness), services (excluding wholesale and retail trade), and wholesale and retail trade.

Sample Size

The sample size took into account the size of the population, the stratification of the survey, and the 
level of precision (margin of error and confidence interval) for the survey. Borrowing from the WBES 
methodology note, Table A2-2 shows suggested minimum sample sizes for different population sizes 
and precision levels at a 90 percent confidence interval. Although 5 percent precision is desirable, a 
precision of 7.5 percent is more in line with budget and time constraints. Under these parameters, a 
sample size of 250 firms was proposed to ensure representativeness at the national level. The team 

surveyed 265 businesses in total. Given the 
level of concentration of businesses, around 
half of the sample is randomly drawn from 
Kabul, while the remaining half is drawn 
from other target provinces. This sample 
size is aligned with the proposed 7.5 percent 
precision and 90 percent confidence interval 
and ensures representativeness at national 
and (proposed) provincial levels.

Table A2-3 provides details on the number 
of firms actually drawn from each specific 
location. The proportion of businesses owned 
or co-owned by women is around 2-4 percent 

Table A2-1: Number of businesses in 
Afghanistan as of December 2019

PROVINCE NUMBER OF BUSINESSES

Kabul 58,122
Herat 19,738
Kandahar 8,576
Nangarhar 7,742
Balkh 6,503
Other provinces 17,504
Total 118,185

Source: ACBR-IP database, December 2019.

Table A2-2: Sample sizes required with 5% and 
7.5% precision and 90% confidence

POPULATION  
SIZE

SAMPLE  
SIZE 5%

SAMPLE  
SIZE 7.5%

50 42 36
100 73 55
500 176 97

1,000 213 107
2,000 238 113
3,000 248 116
5,000 257 117
10,000 263 119
50,000 269 120
100,000 270 120
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in Afghanistan.21 To ensure statistical representation of women-owned businesses in the survey, the 
team targeted about 20 percent of businesses owned or co-owned by women entrepreneurs, but the 
desired number of women-owned businesses could not be reached due to limited accessibility for the 
survey team and non-reachable contact numbers.

Table A2-3: Survey sample size, disaggregated by province and sector of activity

CATEGORY NUMBER OF 
RESPONSES

Gender
Women 37

Men 228

Sector

Agribusiness 66

Construction 27

Manufacturing 62

Services 47

Wholesale and Retail Trade 63

Location

Kabul 132

Provinces, of which 133

 Balkh 25

 Herat 60

 Kandahar 28

 Nangarhar 20

Trading 
status

Trading (exports and/or imports) 76

Non-Trading (exports and/or 
imports) 189

Size

Large 26

Medium 172

Small 67

Firms
Panel 79

Non-panel (new firms) 186

OVERALL  265

Note: Agribusiness includes firms in agribusiness, agriculture, forestry and fishing. Manufacturing includes manufacturing, 
mining and quarrying, energy, and petroleum and natural gas. Services include services, construction, transportation and 

storage, education, information and communication, and human health. 

21 ACBR-IP database of registered firms (December 2019) and Afghanistan Business Establishment Survey, 2015.
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Non-response

The PSRS followed the methodology used by the WBES to accommodate for non-responses.22 In 
particular, the PSRS used substitution by cell of stratification; that is, firms that refused the interview were 
substituted with firms belonging to the same combination of sector and location cell of stratification. 
For transparency on implementation, non-response statistics were monitored and recorded. Using a 
contact template, the team kept track of the firms not reachable and noted the reasons for those that 
refused to/could not participate. The response rate for this round of the survey was 19 percent (one of 
five businesses responded favorably). Forty-one firms refused to participate, while another 1054 firms 
either did not respond, were not reachable by phone, had permanently closed their operations, or 
rejected the calls.

SURVEY IMPLEMENTATION
Instrument

The PSRS used a semi-structured questionnaire with 83 questions. The questionnaire is divided into 
11 sections: business profile, firm level information on sectors of business activities, operating status 
and employment, business operations, access to finance and business transactions, taxation, trade, 
governance and public services, risks and constraints on business activities, and future perceptions of 
businesses. The survey was conducted by phone and took around 55 minutes, on average, to complete. 
The team used SurveyCTO as an online instrument for data collection.

Piloting

Before starting survey implementation, the team ran a pilot with 20 firms to test whether the 
questionnaire and questions were properly understood by the enumerators. The pilot firms were in 
different sectors and provinces and of different sizes. Lessons from the pilot were used to refine the 
questionnaire. 

Data Analysis

Data from the PSRS were analyzed using weighted averages based on the number of firms in economic 
sectors, as registered with the ACBR-IP database at the end of December 2019. The team did not 
analyze the data using weighted averages by business size, as there is no reliable data source on 
business size in Afghanistan. Prior to analysis, the dataset was cleaned to remove inconsistent, irrelevant 
responses and outliers, group qualitatively similar data, and complete missing data points by following 
up with respondents. Data analysis is normalized to 100 percent for multiple-response questions for 
ease of presentation, where possible.

22 A similar approach was used by the BPS. 
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ANNEX 3:  
PANEL FIRM ANALYSIS

Operating Status
Panel firms are adapting to a new reality in Afghanistan and gradually resuming operations. Two-
fifths of the closed panel firms in Round 1 of the PSRS resumed operations in recent months. Overall, 
panel firms are better off compared to Round 1, with 43 percent reporting an improvement in operating 
status compared to 40 percent that stayed the same and 16 percent that indicated they were worse 
off. Three-quarters of firms that reported being temporarily closed in Round 1 are either fully (33 
percent) or partially (42 percent) open.

Business Constraints
The overall lack of demand now seems to be the biggest constraint faced by surveyed firms. The 
limited functionality of the banking sector is also among the top constraints identified by firms 
participating in Round 2, followed by insecurity and restrictions on women-owned firms (Figure A3-1). 

Figure A3-1: Top constraints faced by businesses (% of respondents listing top 3 constraints) – R2 and 
R1 panel firms

R2 (June 2022)
Panel

R1 (Nov 2021)
Panel

46%

32%

13%

6%

3%

0%

20%

33%

7%

27%

6%

6%

Lack of/low demand

Banking system issues

Insecurity & restrictions on women

Uncertainty about future

Brain drain

Taxation & public services

Source: World Bank, Afghanistan PSRS – R1 (2021), R2 (2022), N1=100, N2=79. Multiple responses allowed; results normalized 
to 100%.
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Consumer Demand

Demand is stabilizing for panel firms, but still below pre-crisis levels. Half of the panel firms reported 
an increase in demand and two-thirds a decline in demand since November 2021, as compared to 
17 percent and 82 percent, respectively, in Round 1. An uptick in demand is reported by a higher 
proportion of small and medium firms, as compared to large firms (Figure A3-2).

Figure A3-2: Consumer demand, by firm size (% of respondents) - R2 and R1 panel

Decrease

Increase

No
change

ALL FIRMS SIZE OF FIRMS
Overall Large Medium Small

60%
74%

33%

76%

34%

100%

15%

10%

2%

14%

37%

82%12%

1%
51%

17%
25% 26%

57%

22%

52%

R2 R1R2
(June 2022)

R1
(Nov 2021)

R2 R1 R2 R1

Source: World Bank, Afghanistan PSRS – R1 (2021), R2 (2022). N1=100, N2=79 (large=19, medium=48, small=19).

Revenues

Revenue losses have not been as bad for panel firms as they had predicted in Round 1 of the PSRS. 
About 82 percent of panel firms expected revenue losses in the six months following November 2021, 
when Round 1 was conducted, but Round 2 results show that only half of the panel firms actually 
experienced a loss in revenue (Table A3-1)

Table A3-1: Expectation of revenue losses (number of businesses) – R2 and R1, panel firms

RESULTS IN R1 (REVENUE EXPECTATIONS)

Revenue loss No revenue loss I don’t know TOTAL

RE
SU

LT
S 

IN
 R

2 
(A

C
TU

AL
 R

EV
EN

U
ES

) Revenue 
increased 28 5 6 39

Revenue 
remained the 
same 

7 2 2 11

Revenue 
decreased 19 2 44 25

TOTAL 54 9 12 75

Source: World Bank, Afghanistan PSRS – R1 (2021) and R2 (2022).
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Coping Strategies
Firms are still resorting to laying off employees as their main coping strategy (Figure A3-3). Other 
common coping strategies reported under Round 2 include increasing the use of Hawala and cash 
instead of the banking sector, shrinking investments, and hiring women to work from home. Closing 
the business temporarily has become significantly less common, whereas lowering staff salaries, 
reducing trade volumes, and delaying tax payments are used more frequently.

Figure A3-3: Coping strategies (% of respondents) - R2 and R1 panel firms

R2 
(June 2022)

R1 
(Nov 2021)

17%
15% 15%
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33%
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Dialogue 
with the 

ITA

Reducing 
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volume

Other

Source: World Bank, Afghanistan PSRS – R1 (2021), R2 (2022), N1=100, N2=79. Multiple responses allowed; results not 
normalized to 100%.

Business Outlook
Panel firms are more certain about their future investment plans. Immediately following the 
emergence of the crisis, a significantly higher proportion of firms were uncertain about their outlook 
than is the case now. There is no major difference in businesses’ investment decisions, however (Figure 
A3-4).

Figure A3-4: Coping strategies (% of respondents) - R2 and R1 panel firms
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43%

17% 18%

52%
44%

31%
38%
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R2 (JUNE 2022) R1 (NOV 2021)

89% (decided) 59% (decided)

Expand

No change

Contract

Source: World Bank, Afghanistan PSRS – R1 (2021), R2 (2022). N1=100, N2=79. Results for ‘decided’ normalized to 100%.
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