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The resurgence of the Taliban and affiliated militant groups has been financed primarily by drug 
money and related crimes. The Haqqani Network relies heavily on income from general criminal 
activities like extortion and kidnapping. Across the border in western Pakistan, the home base for 
the Pakistani Taliban and an outpost of the extended Haqqani Network, kidnapping and 
smuggling are seen as central to financing the militants. Al-Qaeda receives little money from the 
drug trade and depends mostly on donors from the Persian Gulf area. 

 

Executive Summary 
 

Insurgent forces in Afghanistan and Pakistan cannot 

survive on ideology alone, but depend on two inextricable 

resources -- money and manpower. Unless the United 

States and its partners can significantly reduce the amount 

of money available to pay and arm Taliban foot soldiers, 

there will be little chance of defeating the insurgency and 

developing the necessary stability to allow Afghanistan to 

stand on its own and Pakistan to maintain its fragile 

democracy. Meeting this critical objective demands 

understanding the broad nature of how the insurgency is 

financed on both sides of the border to identify the points at 

which pressure can be applied to reduce the financial 

resources and ultimately starve the Taliban and its 

associates of the funds they need to continue the fight. 

 

So far, the record on the financial front has not been 

encouraging. Interviews with military intelligence officers, 

U.S. Drug Enforcement Administration officials, 

international regulators, outside experts, and local officials 

produced a consensus view that no one really knows how 

much money is coming into the insurgency’s coffers or 

precisely where it’s coming from. The drug trade and 

ancillary crimes like protecting processing labs and 

collecting payoffs are regarded as the largest source of 

money, but estimates of the amount generated by these 

activities vary wildly, from a low of $70 million a year to a 

high of $500 million. The other significant funding source 

– donations from outside the countries – is equally murky. 

The Central Intelligence Agency estimated last year that 

foreign groups and individuals contributed $106 million.1 

But some federal investigators scoff at that figure, saying 

that the real total is difficult to determine because 
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monitoring of the flow of money across the region is too lax 

to support any hard estimate. 

 

The one element of the financial picture on which there is 

widespread agreement is that reducing the money to the 

militants is an essential pillar of the counterinsurgency 

campaign.2 The insurgency is not monolithic. Instead, it 

comprises several factions, each with its own leadership, 

goals, and means of financing operations.3 This 

factionalization of the insurgency is reflected in the variety 

of ways its members raise money. Richard Barrett, director 

of the Taliban and al-Qaeda monitoring team for the United 

Nations, said the Taliban and related groups should be seen 

as opportunistic when it comes to finances. “They are 

involved on a local level in anything that makes money,” he 

said. “They don’t choose drugs over something else. They 

just choose what is there.”4 

  

The drug trade is the most obvious example of the regional 

nature of the Taliban’s fundraising. The group is strongest 

in southern Afghanistan, its traditional home and the part 

of the country that produces most of the country’s opium 

poppies, which provide 90 percent of the world’s heroin.5 

Ties between the Taliban and the traffickers have become 

close in recent years, which means going after drug 

trafficking is essential to reducing the money available to 

the insurgents. The financial picture is different in the 

eastern part of the country, where poppy production is far 

smaller. The Haqqani Network, which is allied with both 

the Taliban and al-Qaeda, relies heavily on income from 

general criminal activities like extortion and kidnapping. 

Across the border in western Pakistan, the home base for 

the Pakistani Taliban and an outpost of the extended 

Haqqani Network, kidnapping and smuggling are seen as 

central to financing the militants. Al-Qaeda, whose core 

leadership is believed to be based in Pakistan’s unregulated 

tribal belt, receives little money from the drug trade and 

depends mostly on donors from the Persian Gulf area.6 

 

The United States and its allies have only recently begun to 

devote the resources required to have a chance of 

succeeding at disrupting the insurgency’s financing. One 

example of the new emphasis on the Taliban’s pocketbook 

is the Afghan Threat Finance Cell, or ATFC, an interagency 

operation set up in 2009 by the U.S. government to gather 

intelligence on how the insurgency finances its operations 

and how to shut down its money supplies. In another signal 

of the new recognition of the importance of money to the 

insurgency, the U.S. military last year received permission 

to go after drug traffickers with proven links to the 

insurgency, a sharp reversal of the Pentagon’s policy of 

paying little attention to the upper levels of Afghanistan’s 

narcotics trade. 

 

Funding by insurgency at a glance 
 

Insurgency Primary sources of funding 

Quetta Shura Taliban 

(Afghan Taliban) 

Opium trade, donations, 

extortion 

Tehrik-i-Taliban Pakistan 

(Pakistani Taliban) 

Kidnapping, extortion, 

smuggling, donations 

Haqqani Network Smuggling, kidnapping,  

extortion 

Al-Qaeda Donations 

 

History of the Opium Trade 
 

The recent and troubled history of Afghanistan can be seen 

through the rise and fall, and rise again, of the drug trade. 

In a country which once exported fruits and grain, poppy 

cultivation has evolved from a small-time operation that 

satisfied local and regional needs into a global enterprise 

that the United Nations Office on Drugs and Crime said 

generated $3 billion in profits in 2009.7 The 

transformation started after the Soviet invasion of 

Afghanistan in 1979. The decade of warfare that followed 

robbed Afghanistan of the ability to feed itself -- irrigation 

systems were destroyed, livestock was killed, roads needed 

to take goods to market were ruined. To replace the 

traditional crops and pay for the more expensive food they 

had to import, Afghan farmers expanded poppy production. 

Poppies are the ultimate survivor’s crop because they grow 
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with little water and the opium they produce can be 

transported easily and won’t spoil before reaching the 

marketplace.8 

 

The departure of the Soviets in 1989 did not end the 

reliance on poppies. The warlords who filled the power 

vacuum took over the trade. Even after the Taliban came to 

power in 1996, the trade continued to flourish. By 1999, 

Afghanistan was producing 15 times as much opium as it 

had 20 years earlier. Europe, Russia, and other countries 

were flooded with cheap and plentiful heroin.9 In response 

to international pressure, and fueled by a desire to end their 

diplomatic isolation, the Taliban leaders imposed a ban on 

poppy cultivation in late 2000. The drop was dramatic: 

Production fell to a minuscule 185 tons in 2001, compared 

with a high of 4,500 tons just two years earlier.10  

 

The drop was also short-lived. The ouster of the Taliban in 

late 2001 by the U.S.-led invasion had the unintended 

consequence of reinvigorating the narcotics trade. Farmers 

who had suffered losses under the Taliban’s ban replanted 

larger amounts to repay debts, and warlords who had been 

aligned with the United States in toppling the Taliban used 

their newfound authority to tax and protect opium 

traffickers, according to Barnett R. Rubin, a scholar at New 

York University who is now a senior adviser to Ambassador 

Richard Holbrooke, the Obama administration’s special 

representative for Afghanistan and Pakistan.11 

 

The resurgence of the Taliban and affiliated militant groups 

has been financed primarily by drug money and related 

crimes. Taking a page from the warlords’ playbook, 

regional and local Taliban commanders began taxing poppy 

farmers in the areas they controlled and demanding 

protection money from the drug traffickers who smuggled 

goods through their territory. The revenue increased as the 

militants took over wider swaths of the country, particularly 

in the Pashtun belt that runs from eastern Afghanistan 

down to the major poppy-producing province of Helmand 

in the south. 

 

The intersection between the drug trade and the Taliban 

plays out at several different levels. In her book “Shooting 

Up,” Vanda Felbab-Brown described the opium economy as 

a “rich source of political capital because it provided reliable 

and relatively lucrative employment to a vast segment of the 

population.” American officials ranging from Vice 

President Joseph Biden to Gen. David Petraeus, 

commander of the U.S. Central Command, estimate that 

70 percent or more of the Taliban foot soldiers take up 

arms primarily because they have no other way to make a 

living. While referred to generically as “$10 a day Taliban,”12 

fighters are paid between $100 and $300 a month, 

according to most estimates. Sarah Chayes, an American 

aid worker and writer who lives in Kandahar, said: “It’s not 

profit motive at these guys’ level: It’s bare livelihood. 

Anybody would defend that.”13 

 

The Afghan government is in competition 

with the Taliban in the labor pool for recruits. 

 

The Afghan government is in competition with the Taliban 

in the labor pool for recruits.14 When the government 

increased the pay for entry-level soldiers and raw recruits 

for the police in late 2009, there was a surge in applicants 

for both services. Soldiers and police serving in conflict 

areas can now earn $240 a month. Lt. Gen. David M. 

Rodriguez, deputy commander of the coalition forces in 

Afghanistan, said the pay is still below the top Taliban 

offers of $250 to $300 a month, but he argued that joining 

the army or police brought the prospect for promotion and 

stability.15 Still, the NATO general in charge of police 

training, Brig. Gen. Carmelo Burgio of Italy, quipped in 

February 2010 that “it's better to join the Taliban; they pay 

more money.”16 

 

Poppy eradication efforts led by the Americans and British 

have been criticized by many, including Gretchen Peters, a 

journalist who wrote a book about the Afghan drug trade, 

because they hurt the farmers, who are at the bottom of the 
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drug hierarchy, and drive some of them into the arms of 

the insurgency to replace lost income.17 In a series of 

interviews with 42 Taliban foot soldiers in 2008, Graeme 

Smith of Toronto’s Globe and Mail found that more than 

80 percent admitted having had a personal role in the 

opium industry and more than half had been targeted by 

the eradication efforts.18 

 

While the foot soldiers are trying to earn a living, others are 

what former DEA agent Doug Wankel calls “criminal 

capitalists,” earning huge profits from the drug trade at the 

same time they help finance the Taliban.19 A prime 

example is Haji Juma Khan,20 who is said to have run one 

of Afghanistan’s largest drug trafficking rings, buying 

opium and operating laboratories capable of processing 

enough heroin to supply the U.S. market for two years. In 

exchange for protection of its labs and drug routes, the 

Khan organization paid substantial sums to the Taliban. 

Khan was reputed to own vast amounts of real estate in 

Afghanistan and Pakistan, and he ran his empire from 

Quetta, the southwestern Pakistani city. In October 2008, 

U.S. and British drug agents lured Khan to Indonesia, 

where he was arrested at the airport in Jakarta. He was 

extradited the next day to New York City, where he is 

scheduled to go on trial for conspiring to distribute 

narcotics and supporting a terrorist organization. The 

indictment links him to a November 2007 suicide attack 

that killed the son of the governor of Afghanistan’s Nimroz 

province and six other people and to the January 2008 

attack on the Serena Hotel in Kabul.21 

 

Khan was the second major Afghan trafficker brought to 

New York for trial. In 2007, Baz Mohammad was 

sentenced to 15 years in prison after pleading guilty to 

heading a drug trafficking ring that distributed millions of 

dollars worth of heroin in the United States and provided 

money to the Taliban. “This drug kingpin bragged that he 

waged jihad against Americans by poisoning them with his 

heroin,” said Karen Tandy, the head of the DEA.22 “His 

attack was unconventional and his massive drug profits 

funded the Taliban and other extremist organizations.”  

While traffickers like Khan and Mohammad make 

substantial protection payments to the insurgency, the 

Taliban also has maximized its take from the drug trade by 

establishing what has been referred to as “one-stop 

shopping” for poppy farmers. Local Taliban commanders 

lend farmers the money to buy seeds at the start of the 

planting season and are repaid when they pick up the 

poppies at the farm gate. They also charge poppy farmers a 

10 percent tax on the crop, known as an ushr. In addition, 

Taliban commanders collect payoffs from traffickers for 

transporting drugs through insurgent-controlled parts of 

the country en route to markets and for protecting the 

laboratories that process the opium into heroin. There are 

signs, according to many people monitoring the drug trade, 

that Taliban commanders are moving up the “value-added” 

chain by running labs and trafficking in the precursor 

chemicals used in the processing.23 

 

The secretive nature of the drug trade makes 

estimating revenue tough in any 

environment. Those difficulties are 

compounded in Afghanistan. 

 

The secretive nature of the drug trade makes estimating 

revenue tough in any environment. Those difficulties are 

compounded in Afghanistan, where the economy runs on 

cash and the formal banking system does not reach beyond 

major cities. The majority of both legitimate and illicit 

transactions are handled through hawala, the informal 

banking system that relies on personal connections and 

light regulation, which has thrived throughout South Asia 

for centuries. Between 80 and 90 percent of Afghanistan’s 

economy is informal and dominated by the hawala system, 

according to a report by the United Nations Office on Drugs 

and Crime (UNODC). The problem, according to Jean-Luc 

Lemahieu, special adviser to the UNODC’s counter 

narcotics division, is that hawala allows “criminal funds to 

be transferred without risk of encountering official 
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controls.”24 Approximately 60 percent of those informal 

financial transfers are drug-related, and nearly all hawala 

dealers in the main drug-producing provinces of Helmand 

and Kandahar are involved in such transfers, Lemahieu 

said.25 

 

Although hawala is inexpensive and relies on trust and 

discretion, it is not a paperless system. Recordkeeping is 

not formalized, but most hawala dealers keep coded logs of 

transactions as part of the settlement process.26 American 

and Afghan financial investigators have begun cracking 

down on illicit brokers, using seized records to reconstruct 

financial transactions. Despite some recent successes, 

including the registration of a significant percentage of the 

hawaladars in Afghanistan by the Central Bank, neither 

Afghan nor American authorities have a handle on the 

exact amount of drug money coming into and out of 

Afghanistan -- let alone the percentage that goes to the 

insurgency. But that doesn’t stop some officials from 

coming up with estimates. 

 

The Afghan Taliban made $100 million from the drug trade 

in 2008, according to Dennis Blair, the U.S. director of 

national intelligence. He described drug trafficking as “the 

most important source of funding from inside Afghanistan 

for the Taliban-dominated insurgency.”27 The CIA and the 

Pentagon’s Defense Intelligence Agency estimate that the 

Taliban receives $70 million a year from the drug trade, a 

figure that many people inside and outside government 

suspect is low. “Seventy million? My god, there is that 

much in spillage,” said Wankel, the former DEA official. 

“Nobody knows. The number I hear most often is $300 

million.”28 

 

Peters put the number much higher, estimating that the 

Taliban’s haul from drug trafficking and related crimes is 

closer to $500 million.29 She said that the CIA figure 

ignores the protection money that traffickers pay to the 

Taliban and the direct involvement of some insurgents in 

the processing and marketing of opium, which increases 

their take dramatically. “A drug market that is worth $3 

billion and they are making only $70 million is ludicrous,” 

she said.  

 

Uncertainty persists even at the UNODC, which has been 

producing reports on drug protection around the world for 

years. UNODC had been saying that the insurgency 

received an average of $400 million a year from drugs, but 

the agency revised its estimate sharply downward late last 

year to about $125 million.30 The explanation for the 

reduced figure was that the new number includes only the 

“farm gate tax” assessed against poppy growers as the crop 

is harvested and the Taliban’s take on “security” for 

traffickers. The lower estimate does not reflect money 

raised from processing labs, smuggling of precursor 

chemicals, or amounts collected by affiliated militant 

groups. If those factors were taken into account, the figure 

might return to the $400 million of previous years, said 

Thomas Pietschmann, a senior official at the U.N. agency’s 

headquarters in Vienna.31  

 

Although hawala is inexpensive and relies on 

trust and discretion, it is not a paperless 

system. 

 

Still, Pietschmann said that hard figures remain elusive. 

“There are no accountants reviewing formal accounts,” he 

said. “Instead, we base our numbers on the number of 

hectares under cultivation, how much opium is produced, 

and what the prices are in a given year. That’s our scientific 

approach. But when it comes to the Taliban, we have to rely 

on informants and each one tells us something different. 

But it really doesn’t matter if they are getting $125 [million] 

or $400 million. These numbers do give you an idea of 

their purchasing power. For that amount of money, we 

know they cannot buy U-boats or modern aircraft. But 

weapons, those are peanuts for them.”32 

 

Some experts see a potential positive outcome in the 

criminal crossover between the Taliban and the drug trade. 
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Wankel, who has worked in both Afghanistan and Latin 

America, compares the morphing of the Afghan insurgency 

into a criminal syndicate to the transformation of the 

Revolutionary Armed Forces of Colombia (the FARC) from 

a Marxist-Leninist guerrilla movement into something 

closer to a South American mafia. “Look at the FARC,” he 

said. “They were very ideological, anti-establishment, anti-

government in the beginning. But as they got into it, they 

started reaching out and getting more funding from 

criminal elements, the Pablo Escobars of the world. It took 

them away from their ideology and that has been a 

weakening factor for the FARC. Some people are saying 

you may see the same thing here. You see a lot of the 

Taliban, especially in the south, getting involved with the 

drug guys.”33  

 

Beyond Drug Trafficking 
 

In recent years, the Taliban, the Haqqani Network, and 

similar groups have diversified into crimes other than drug 

trafficking, both in Afghanistan and in Pakistan. In many 

cases, and on both sides of the border, these activities have 

evolved into sophisticated criminal operations that raise as 

much money as the narcotics trade for some groups. 

“There is a blurring of the line between the Taliban and the 

criminal elements,” said Maj. Mike Sullivan, an Army 

Special Forces commander who led several attacks on 

Taliban-linked drug operations in Afghanistan’s Helmand 

province in 2009.34 

 

There is a blurring of the line between the 

Taliban and the criminal elements. 

 

Kidnapping    -------- In November 2008, David Rohde, a reporter 

for The New York Times, was kidnapped along with his 

Afghan driver and translator on their way to interview a 

Taliban commander outside Kabul, the Afghan capital.35 

The captives spent only a week in Afghanistan before they 

were spirited across the border into Pakistan into the 

custody of Sirajuddin Haqqani, leader of the Haqqani 

Network and son of its founder, Jalaluddin Haqqani. For 

the next seven months, while Rohde and his colleagues 

were held in the rugged western portion of Pakistan, 

demands for his ransom ranged as high as $20 million. 

Ultimately, Rohde and the translator orchestrated their own 

escape without paying any ransom. (The third man 

subsequently also escaped.) But there is clear evidence that 

kidnapping is an increasingly common crime among 

extremists on both sides of the border. 

 

Some analysts trace the Taliban’s deepening involvement in 

kidnapping as a source of revenue to March 2008, when 

the group’s “code of conduct” sought to justify the practice 

by declaring that “the holy warrior who detains a foreign 

soldier, journalist or aid worker has the right to ask for 

money or exchange them for Taliban prisoners.” Maulvi 

Omar, a spokesman for the Pakistani branch of the Taliban, 

known as Tehrik-i-Taliban Pakistan, defended the ruling, 

saying, “Though we condemn kidnapping for ransom, if it’s 

meant for the promotion of the Islamic cause, then it’s very 

much fair.”36 

  

Pakistani police estimate that kidnapping is now the single 

largest source of revenue for the Taliban factions located in 

Pakistan. The police blame only one in 10 kidnappings on 

the Pakistani Taliban, but said the ransoms paid tend to 

run high, ranging from $60,000 to $250,000.37 Police said 

that the Pakistani insurgents took as many as 70 hostages 

last year, some of whom were locals like Pakistani television 

actor Arshad Hussain, whose family paid the equivalent of 

$11,500 to free him.38 Still, the trade is lucrative and the 

police suggested that a struggle over its control was behind 

a bloody battle for control of the Pakistani Taliban after its 

leader, Baitullah Mehsud, was killed in an American drone 

strike in August 2009. There has been a similar increase in 

kidnapping on the Afghan side of the border, according to 

U.S. authorities.  

 

Typically, the targets are wealthy businessmen, aid workers, 

and journalists. Examining just a few cases demonstrates 
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how quickly the numbers can add up. One of the earliest 

victims of the Taliban’s expanded kidnapping strategy was 

Gabriele Torsello, an Italian photojournalist who was 

snatched in Helmand province in October 2006 and held 

for 22 days. After being freed, he told reporters that his 

abductors were looking for him specifically when they 

stopped the bus in which he was riding and that, despite his 

long beard and turban, they easily picked him out from 

among the passengers. The Italian government has refused 

to confirm reports that a $2.8 million ransom was paid for 

his release. Not long after, the insurgents targeted another 

Italian, Daniele Mastrogiacomo, who was set free three 

weeks later for an unconfirmed ransom of $2 million. 

Abdul Haq Hanif, a Taliban spokesman, acknowledged 

after the kidnapping that the Taliban was making good 

money from the crime.39 

 

Other Taliban commanders took note of the lucrative deals. 

In July 2007, Taliban commander Abdullah Mansoor 

captured an entire busload of South Korean missionaries. 

Killing two immediately to prove he meant business, he 

was reported to have been paid a $5 million ransom by the 

South Korean government, though South Korea continues 

to deny that any ransom was paid.40 Even government 

officials are not immune to the trend. Pakistan’s 

ambassador to Afghanistan, Tariq Azizuddin, was 

kidnapped by militants in February 2008 while traveling 

near the Afghanistan-Pakistan border and held for three 

months. There were unconfirmed reports that the Pakistani 

government paid $2.5 million to get him back.41 

 

As the kidnapping business has flourished in recent years, 

the Taliban has begun subcontracting to small-time 

criminal groups to snatch designated travelers. “These 

groups kidnap people and then sell them out to the Taliban 

for onward deals with family members, especially when it 

comes to the VIP deals,” said Afghan journalist Abdul Sami 

Yousafzai.42 

 

Smuggling    -------- Afghanistan and the militant-dominated areas 

of western Pakistan are poor regions, but they do have an 

abundance of valuable natural resources. All of these 

resources, from exotic woods and gemstones to the fine 

marbles used to line the floors and walls of expensive 

homes in Lahore and Islamabad, have become money-

making ventures for the Taliban on both sides of the 

border.  

 

Historically, timber companies have maintained close ties 

with extremist elements to keep the government at bay. The 

hills of Pakistan’s lush Swat Valley were once blanketed 

with pine forests, but a survey by the Peshawar-based 

Aryana Institute for Regional Research and Advocacy 

estimates that $100 million of timber was stripped from the 

area during the two years when control was ceded to the 

Pakistani Taliban.43 Similar illegal logging has denuded the 

once-dense forests of Afghanistan’s Kunar province just 

across the border. Smugglers operate with impunity, 

transporting timber on nearby rivers and riding it to 

markets like massive rafts. One of the major markets for 

timber is Peshawar, the capital of Pakistan’s North-West 

Frontier Province. A stroll through Peshawar’s major 

timber market reveals that it is filled with the illegal take -- 

pine, oak, and wild olive.44 

 

Gems and antiquities also feed the Taliban’s 

coffers. 

 

Gems and antiquities also feed the Taliban’s coffers. For 

instance, militants have asserted control over many of the 

emerald mines in the remote, mountainous areas of 

Pakistan’s North-West Frontier Province and neighboring 

areas. Although no one will guess at the value of the trade, 

local officials estimate that a good portion of the proceeds 

go directly to the Taliban. In one case, more than 200 

laborers, who took part in the excavation of nearly two 

dozen emerald mines, were promised two-thirds of the 

take, with the remainder going to a Taliban overseer and to 

support the insurgency in the troubled area, according to a 

local official.45  
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Extortion    -------- Afghans themselves have identified corruption 

as the single biggest challenge facing their country today.46 

With development and aid money dwarfing the actual 

Afghan economy, the Taliban has tapped into this culture. 

It has found yet another lucrative source of revenue by 

demanding a share of contracts awarded to Afghan 

companies. Given the deteriorating security situation over 

the past two years, legitimate businessmen often find they 

have little choice but to hand over a percentage of their 

contracts in exchange for protection from attacks by 

insurgents and criminals on projects and convoys carrying 

goods and material.  

 

“There’s a lot of evidence, that, in addition to funding from 

the Gulf and illegal narcotics trade, that siphoning off 

contractual money from the international community ... is a 

major source of funding for the Taliban,” Secretary of State 

Hillary Clinton told the Senate Armed Services Committee 

on December 2, 2009.47 

 

Congressional investigators suspect that insurgents may be 

siphoning off substantial amounts from huge military 

contracts for shipping supplies to the 200-plus U.S. bases 

and outposts scattered throughout Afghanistan. Under a 

two-year, $2.16 billion umbrella agreement called the “Host 

Nation Trucking contract,” eight contractors may be paid 

up to $360 million each to transport everything the military 

needs to survive – including food, water, toilet paper, and 

weapons.48 Most of these contractors do not even own 

trucks, however, so they rely on subcontractors to haul the 

material and provide the security for the shipments. 

 

According to congressional investigators and recent press 

accounts, some of the subcontractors are suspected of 

paying large sums of protection money to insurgents and 

warlords in exchange for allowing the supply trucks to use 

the roads that they control.49 It is the layers upon layers of 

contracts and subcontracts that make the whole process 

opaque, susceptible to fraud, and nearly impossible to 

quantify, according to a congressional investigator who 

spent four months trying to track the money from the 

Pentagon’s big trucking contract. He described the 

military’s attitude toward the possible diversion of this 

money to the enemies of its troops as “willful blindness.” 50 

 

No one is sure how much money winds up in 

the coffers of the Taliban and other 

insurgents from extortion. 

 

No one is sure how much money winds up in the coffers of 

the Taliban and other insurgents from this practice. 

Estimates have ranged as high as hundreds of millions of 

dollars. Rep. John Tierney, the Massachusetts Democrat 

who is chairman of the House Subcommittee on National 

Security and Foreign Affairs, which is nearing completion 

of an investigation into the multibillion-dollar Department 

of Defense contract, said: “While the U.S. government 

focuses on drug trafficking and Persian Gulf donor 

contributions to the Taliban, it has little idea about the 

scope of the corruption fueled by the coalition presence 

itself. U.S. policymakers need to thoroughly examine the 

unintended consequences of billions of U.S. aid and 

contracting dollars washing around in Afghanistan.”51 

 

Concern in Washington about the diversion of American 

aid money to the Taliban and related groups has sparked a 

separate investigation by the inspector general for the U.S. 

Agency for International Development, which handles the 

bulk of the U.S. government aid funds going to 

Afghanistan. An official with the IG’s office, Dona Dinkler, 

said the office is examining the extent of the abuse, but she 

acknowledged that investigators face obstacles. “It’s a real 

hard thing to prove,” she said. “Who is going to survive to 

testify about that? That is our challenge. But that doesn’t 

mean we stop trying.”52 

 

Some experts have criticized aid agencies for failing to 

monitor how their money is spent, which contributes to the 

disenchantment of Afghans who have seen little progress in 

development projects across the country. “There is a lot of 
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money flowing into Afghanistan from outside governments 

right now,” said Sarah Kamal, a development worker who 

has spent much of the last decade in Afghanistan. “And a 

lot of donors don’t really care that the money goes where it 

is supposed to go. They just have to spend it.”53 

 

Another variation on extortion is the Taliban practice of 

demanding taxes from legitimate businesses in the parts of 

Afghanistan under its control. Barrett, the U.N. financial 

watchdog, offered a lengthy list of the types of businesses 

that are forced to pay off the insurgents, from utilities that 

provide water and electricity to transport companies that 

use roads. “It is a little ironic,” he said, “that the Taliban 

doesn’t actually produce these things, yet they garner, in 

some areas, up to 70 percent of their income by taxing 

them.”54 

 

Another variation on extortion is the Taliban 

practice of demanding taxes from legitimate 

businesses in the parts of Afghanistan under 

its control. 

 

The situation is similar in the tribal areas on the Pakistani 

side of the border, where the central government has never 

exerted any real control. Local businessmen say every 

vehicle moving through the tribal areas along the border 

must pay a fixed amount, ranging from $6 per month for 

small vehicles like taxis to $30 per month for large vehicles 

like passenger buses or transport trucks. In the Bajaur 

region of northwestern Pakistan, gas stations are required 

to give free fuel to Taliban members, said Bahauddin Khan, 

a local journalist.55 In the Waziristan region, the Taliban 

commander collects $1.25 per household each month. 

These types of practices sometimes extend into settled 

urban areas such as Lahore, Karachi, and Quetta, where 

businessmen, civil servants, and merchants are tapped by 

local Taliban representatives to pay monthly dues.56 

The marble mines of the Pakistan tribal areas are known 

for their fine, light-colored stone, which is coveted by 

wealthy Pakistanis. Instead of taking over the operations, 

the Taliban has imposed a fixed “protection tax,” charging 

$10 on each truckload of marble, with shipments 

numbering as many as 50 per day.57 In some cases, 

however, the Taliban has seized entire mines, as it did with 

the lucrative Ziarat marble quarry in April 2009. 

Muhammad Ijaz Khan, a local lawyer, said that the takeover 

of the marble mine, which is strategically placed between 

Peshawar and the Afghan border, represented an attempt to 

tap into the region’s broad base of natural resources, 

including coal, gold, copper, and chromate.58 

 

Donations    --------    Richard Holbrooke, the Obama 

administration’s top diplomat for Afghanistan and 

Pakistan, has pledged to reinvigorate efforts to track the 

financing of the Taliban and related groups. Several times, 

the veteran diplomat has stressed the need to recognize that 

drugs are not the only source of income for the 

insurgency.59 He contended in a recent appearance before 

the Senate Foreign Relations Committee that the largest 

source of money was donations from sympathizers in the 

Persian Gulf region and elsewhere.60 

 

Other experts acknowledge that donations from outside 

Afghanistan and inside the country are a significant source 

of financing, but they are wary of attributing the bulk of the 

militants’ income to donors. “The numbers are very 

difficult to determine,” said Barrett of the United Nations. 

He estimated that 15 percent of the Taliban’s money comes 

from foreign donors, saying, “You can track the money flow 

and say this money came from the Gulf, but it’s a lot more 

difficult to confirm the source.” 

 

Jewelry shops, pharmacies, and other shops in Pakistani 

and Afghan urban areas often display small silver boxes 

into which sympathizers can drop spare change to help 

finance what is described as “the Islamic cause.” 

Contributions are also collected at mosques and madrassas 

(religious schools), and from individuals. Women 
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sometimes donate jewelry, and wealthy men have been 

known to contribute large sums. Dr. Said Alam Mehsud, a 

political activist in Pakistan, said that some rich Pashtun 

traders have donated as much as $100,000 during 

fundraising campaigns orchestrated by mosques to finance 

the Taliban and banned militant groups such as Lashkar-e-

Taiba, which has been blamed for the attacks that killed 

more than 160 people in Mumbai, India, in November 

2008.61 

 

The Haqqani Network has its own 

representatives in the Gulf states. 

 

Substantial sums are also raised from sympathetic 

individuals and charitable organizations in the Persian Gulf 

states, despite efforts by Saudi Arabia and some other 

governments there to tighten controls. Some of the militant 

groups maintain their own fundraising operations in the 

United Arab Emirates and other wealthy countries.62 The 

Taliban command, led by Mullah Omar, is based in the 

Pakistani city of Quetta, but it sends representatives to the 

Gulf to collect donations. In some cases, said Barrett and an 

official with the U.S. State Department, the fundraisers 

travel on Pakistani passports.63 Barrett said the Haqqani 

Network has its own representatives in the Gulf states. 

Other experts said that the Mehsud tribe, which dominates 

the Waziristan region of Pakistan, collects payments from 

tribal members who are working in Gulf states. In a video 

collection of Abdullah Mehsud’s speeches, the Taliban 

commander says, “It is obligatory on you to do Jihad 

against the infidels and usurpers who have occupied the 

land of the Muslims. ... but if you can’t do it, you must 

contribute your share.” So, an unskilled worker, like a 

driver, might be taxed an average of $135 a year, while 

skilled workers, like electricians, might pay $400. The 

arrangement is formal enough that the collectors spell out 

the fees on Taliban letterhead.64  

 

Whether this money constitutes a “donation” depends 

largely on the intention of the donor. Journalist Gretchen 

Peters said she interviewed many people who freely 

admitted sending money to the Taliban, but she said they 

described the payments as protection for their families 

remaining behind in Afghanistan, not donations. “The 

Taliban may consider that money a donation, but I would 

consider it a payoff,” she said. 

   

Cracking Down on the Money Flow 
 

In the aftermath of the attacks of September 11, 2001, the 

U.S. government recognized that good intelligence on 

terrorist money leads to a clearer understanding of their 

networks and how their operations can be disrupted. The 

earliest focus was understandably on al-Qaeda, which 

received the bulk of its money from a loose affiliation of 

financial institutions, businesses, and wealthy individuals 

in the Gulf States who bankrolled Islamic extremists. The 

first efforts concentrated on identifying components of that 

loose affiliation and freezing their assets. Enforcement was 

inadequate, however, and the financiers found simple ways 

to avoid the freezes. The 9/11 Commission Report captured 

the failure when its authors wrote that “trying to starve the 

terrorists of money is like trying to catch one kind of fish by 

draining the ocean.” 65 

 

Unfortunately, the U.S. government and its allies in 

Afghanistan have been slow to draw a full picture of the 

financing behind the Taliban and similar extremist groups. 

Initially, the CIA, Treasury, DEA, and other agencies 

responsible for gathering intelligence on drug trafficking 

and the illicit money associated with it either paid little 

attention to the problem or lacked the resources to tackle 

such a complex subject. The CIA maintains a substantial 

operation in Afghanistan, with as many as 700 officers and 

contractors, but its focus has been primarily on paramilitary 

operations against insurgents, at the expense of traditional 

intelligence gathering. A senior official at the U.S. Embassy 

in Kabul complained about the CIA, saying: “I have to 

wring their necks to get anything out of them. If we don’t 
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get a handle on the money, we will lose this war to 

corruption.”66 

 

The notion that the Pentagon and other agencies have not 

paid enough attention to the money flow was raised in a 

previously unpublicized December 22, 2009, letter to Gen. 

James L. Jones, the president’s national security adviser, 

from several prominent senators, including Majority Leader 

Harry Reid and Sens. Dianne Feinstein, Jay Rockefeller, Kit 

Bond, and Evan Bayh. “The illicit funding streams are the 

indispensable lifeblood of these murderous enemies; 

without this money -- or even with significantly less of it -- 

the Taliban and Al Qaeda could not exist as entities of any 

significance,” the senators wrote on the letterhead of the 

Senate Select Committee on Intelligence, headed by 

Feinstein. The senators urged Jones to “develop a 

comprehensive campaign to identify, target, and attack 

enemy funding networks.”67 

 

In recent months, however, the U.S. government has 

increased the resources targeting the financial lifeblood of 

the insurgency. A reflection of that new strategy is the 

interagency Afghan Threat Finance Cell (ATFC), which was 

modeled on an operation that helped to choke off money 

for al-Qaeda in Iraq. While Kirk Meyer of the DEA leads the 

effort, his two deputies come from the Pentagon’s Central 

Command headquarters and the Treasury Department. The 

30 or so people in the ATFC come from throughout the 

U.S. government. The initial mission was to gather and 

analyze financial intelligence to disrupt the militants’ 

funding flows, but Meyer said the goals have broadened. 

“Although our initial mission was to identify and disrupt 

financing to the insurgency, we have found it a little more 

complicated,” he said. “Our investigations in those areas led 

us into others, like public corruption, so we just gather 

intelligence and push it out so people can take action on 

it.”68 

 

Much of the information is being gathered through 

telephone taps approved by a special Afghan court. Agents 

from the ATFC and the DEA have worked with specially 

vetted units of the Afghan national police to execute search 

warrants, based on intercepted telephone conversations, 

from many hawala dealers. Meyer said raids on several 

hawala dealers have yielded detailed records of transactions 

with drug traffickers and insurgents alike, helping to create 

a better picture of the links between the two groups. In one 

instance, evidence seized from a Kabul hawaladar was 

passed on to law enforcement authorities and led to 

criminal cases in Australia, Britain, and the Netherlands.69 

 

“In the south, the main source is drug trade,” 

Meyer said. “In other areas, it’s cedar 

smuggling. In others, kidnapping. 

 

Along with developing specific cases, Meyer said, the 

information collected through the ATFC over the past few 

months has provided authorities with a deeper and more 

nuanced understanding of the many ways in which the 

Afghan insurgency is financed. There is ample evidence 

that, as expected, the drug trade provides the bulk of the 

money for Taliban operations in southern Afghanistan, 

where the poppy trade flourishes. But insurgents operating 

in other parts of the country and across the border in 

Pakistan have become largely self-financing through low-

level criminal activities ranging from smuggling and 

kidnapping to extorting protection payments from 

businesses. The lines between insurgents and criminals 

have blurred. “In the south, the main source is drug trade,” 

Meyer said. “In other areas, it’s cedar smuggling. In others, 

kidnapping. You also have diversion of electricity. They 

extort money from businesses, from cellular companies to 

construction companies. Some places, it’s gem smuggling.” 

 

In some cases, evidence gathered by the ATFC is turned 

over to Afghan authorities responsible for initiating 

criminal cases. In other instances, intelligence is passed on 

to U.S. military personnel assigned to tracking down and 

eliminating drug traffickers involved directly in helping to 

finance the insurgency. In a report in August 2009, the 
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Senate Foreign Relations Committee disclosed that the 

military had put as many as 50 major drug traffickers 

linked to the insurgency on the official list of targets who 

can be captured or killed on the battlefield.70 

 

After years of paying little or no attention to narcotics 

trafficking, the U.S. military began taking the issue more 

seriously last year as commanders recognized the necessity 

of cutting off money for the insurgents. “Getting people to 

think about the financial side had not been a priority,” 

explained Meyer, the head of the ATFC. “So instead of 

asking, ‘Where you got that rifle?,’ it’s, ‘How did you pay for 

that rifle and where did the money come from?’” 

 

There is no better illustration of the nexus between drugs 

and the insurgency than the battle that occurred in May 

2009 in the Marjah district, about 15 miles from Lashkar 

Gah, the capital of poppy-rich Helmand province. “The 

lesson from Marjah is if you want to weaken the 

insurgency, go after the nexus targets after the drugs have 

been harvested, so you don't alienate the farmers,” said 

Army Capt. Michael Erwin, who was deployed as an 

intelligence officer in southern Afghanistan from 2006 to 

2009. “The farmers just want to take care of their families 

and villages. They have no idea that what they are growing 

is killing kids in Europe. Unless you can provide a solution 

that provides them with the same lifestyle, it won't work.”71 

At that time, a 216-man force of Afghan commandos, U.S. 

Special Forces, and NATO troops, along with a dozen 

paramilitary agents from the DEA, engaged in a three-day 

battle with insurgents defending the main village in the 

district. Sixty militants were killed and the coalition forces 

seized 100 tons of heroin, opium paste, and poppy seeds, 

with an estimated value of $4 million. The troops also 

found 55 drums of precursor chemicals, which were almost 

as valuable as the drugs. In the clearest evidence of the 

links between the narcotics trade and the Taliban, they also 

found weapons, suicide vests, and explosives, as well as 

informal clinics where the Taliban tended to its wounded.72  

 

“We took a big chunk out of the local economy with that $4 

million and it had an effect on the Taliban’s pocketbook,” 

said Maj. Mike Sullivan, one of the commanders. “We got 

reports post operation that they began to tax the farmers on 

their wheat and other crops to make up for their losses.”73  

 

The ATFC and military operations targeting traffickers tied 

to the insurgency are part of the solution, but officials in 

Washington and Afghanistan also point to the need to 

improve the regulation of financial transactions in 

Afghanistan and Pakistan, and to persuade Persian Gulf 

countries to strengthen their efforts to identify and stop 

dirty money. United Nations officials said there has been 

some progress through Afghanistan’s Central Bank, which 

has registered most of the country’s hawala dealers and set 

up a U.S.-trained financial investigations unit to bring 

criminal cases against the drug lords and corrupt officials 

tied to them. 

 

Some suggest that the Taliban and its brethren have 

responded to the new assault on their finances. On January 

18, seven insurgents launched a brazen attack in the center 

of Kabul, just 50 yards from the presidential palace and 

near the Ministry of Justice and Central Bank. The attack 

was a message from the insurgency to anyone attempting 

to interfere with their money flow, said David Cohen, the 

assistant Treasury secretary for terrorist financing. “You 

may assume the target that day was the President’s palace 

or the Ministry of Justice. It wasn’t,” Cohen said. “The 

target was the Afghan Central Bank -- the country’s key 

financial regulator.”74 

 

***** 
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