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IntroductionIntroduction

When we speak of When we speak of postconflictpostconflict
reconstruction, it is  more than new reconstruction, it is  more than new 
roads, bridges, and schools. It is about:roads, bridges, and schools. It is about:

•• Capacity building andCapacity building and

•• Identifying and implementing theIdentifying and implementing the

right set of policy and institutionalright set of policy and institutional

reformsreforms



These reforms will help:

• Develop free markets,

• Enable individual initiatives to 
thrive, 

• Encourage the participation of
women in society and economy,



• Allow civil society to operate freely,

• Enhance trade and commerce,

• Restore internal and external 
financial linkages,

• Reopen and strengthen regional 
links, and

• Increase factor mobility.



•• ADB follows a threeADB follows a three--pronged pronged 
approach for approach for postconflictpostconflict
reconstruction focused on:reconstruction focused on:

-- Building capital,Building capital,

-- Rehabilitating production and Rehabilitating production and 
income especially for the poor, income especially for the poor, 
andand

-- Improving capacity to improveImproving capacity to improve

aid absorption.aid absorption.



In Afghanistan, the international In Afghanistan, the international 
community has witnessed:community has witnessed:

•• Removal of the Taliban from power Removal of the Taliban from power 
in November 2001,in November 2001,

•• Signing of a powerSigning of a power--sharing sharing 
agreement by representatives of the agreement by representatives of the 
major Afghan factions in Bonn in major Afghan factions in Bonn in 
December 2001,December 2001,

Political EventsPolitical Events



•• Convening of a Convening of a LoyaLoya JirgaJirga (a traditional (a traditional 
council of elders) in June 2002,council of elders) in June 2002,

•• Transfer of power to a legitimate Transfer of power to a legitimate 
transitional government to rule transitional government to rule 
Afghanistan until elections are held by Afghanistan until elections are held by 
June 2004,June 2004,



•• Resettlement of more than two million Resettlement of more than two million 
refugees and one million internally refugees and one million internally 
displaced persons and returnees,displaced persons and returnees,

•• Initiation of a program to demobilize, Initiation of a program to demobilize, 
disarm, and reintegrate one million exdisarm, and reintegrate one million ex--
combatants into civil society,combatants into civil society,



•• Preparations are underway to convene a Preparations are underway to convene a 
Constitutional Constitutional LoyaLoya JirgaJirga in October 2003 in October 2003 
and to conduct national elections by June and to conduct national elections by June 
2004.2004.



The EconomyThe Economy
• GDP per capita estimated at $167 in 

2002 at current prices 
• Macroeconomic picture is improving
• Agricultural production especially  

wheat production well above   
previous years

• Small construction boom is underway  
in Kabul and other towns



•• Successful introduction of a new Successful introduction of a new 
currency that was well received by currency that was well received by 
the public and business community the public and business community 
has exerted a stabilizing influence.has exerted a stabilizing influence.

•• Central Bank Law and Banking Law Central Bank Law and Banking Law 
to modernize the banking sector to modernize the banking sector 
should be approved by endshould be approved by end--2003.2003.

Financial Policy InitiativesFinancial Policy Initiatives



•• Continued adherence to a noContinued adherence to a no--
deficitdeficit--financing policyfinancing policy

•• Customs tariff and administrative   Customs tariff and administrative   
reforms are evolvingreforms are evolving

•• Domestic revenue collection is Domestic revenue collection is 
projected to double in FY2003/2004projected to double in FY2003/2004



The Cost of ReconstructionThe Cost of Reconstruction
A Comprehensive Needs Assessment A Comprehensive Needs Assessment 

prepared by ADB, UNDP and WB in 2002 prepared by ADB, UNDP and WB in 2002 
estimated Afghanistan’s reconstruction estimated Afghanistan’s reconstruction 
costs at $14.6costs at $14.6--$18.1 billion over 10 years.$18.1 billion over 10 years.

Scenario
US$ million

1 year 2.5 years 5 years 10 years

Base Cost 1,700 4,900 10,200 14,600

Low Cost 1,400 4,200 8,300 11,400

High Cost 2,100 6,500 12,200 18,100



At the International Conference 
on Reconstruction Assistance in Tokyo 
on 21-22 January 2002 (“Tokyo 
Conference”), donors pledged $4.5 
billion over 2.5 years (January 2002 –
June 2004).

$1.8 billion was actually disbursed 
in 2002.



International AssistanceInternational Assistance

•• International support for  International support for  
Afghanistan became structured in  Afghanistan became structured in  
1997 with the establishment of the  1997 with the establishment of the  
Afghanistan Support Group (ASG)Afghanistan Support Group (ASG)
comprising the European Union and  comprising the European Union and  
15 donor countries.15 donor countries.



•• In November 2001, the In November 2001, the Afghanistan Afghanistan 
Reconstruction Steering Group Reconstruction Steering Group 
(Japan, Saudi Arabia, United States (Japan, Saudi Arabia, United States 
and the European Union) and the European Union) was was 
established to set the stage for established to set the stage for 
international assistance for international assistance for 
Afghanistan’s reconstruction.Afghanistan’s reconstruction.



•• In December 2001, the In December 2001, the 
Afghanistan Reconstruction Afghanistan Reconstruction 
Implementation Group Implementation Group (ADB, (ADB, 
IsDBIsDB, UNDP, World Bank) was , UNDP, World Bank) was 
formed to help coordinate the formed to help coordinate the 
reconstruction effort.reconstruction effort.



•• During the During the ASG annual meetingASG annual meeting
in Oslo in December 2002, the in Oslo in December 2002, the 
Government of Afghanistan laid Government of Afghanistan laid 
out its plans to move towards a out its plans to move towards a 
Consultative Group mechanism Consultative Group mechanism 
to replace the SG, IG and ASG, to replace the SG, IG and ASG, 
leading to the first leading to the first Afghanistan Afghanistan 
Development Forum (ADF)Development Forum (ADF) held held 
on 13on 13--14 March 2003 in Kabul.14 March 2003 in Kabul.



Afghanistan Reconstruction Afghanistan Reconstruction 
Trust Fund (ARTF)Trust Fund (ARTF)

•• Set up in Set up in May 2002.May 2002. Has channeled Has channeled 
the assistance of 22 donors and the assistance of 22 donors and 
emerged as one of the main emerged as one of the main 
instruments for financing the instruments for financing the 
Government’s recurrent budget.Government’s recurrent budget.

•• Evolving into a significant financing Evolving into a significant financing 
source for the Government’s source for the Government’s 
investment programs and technical investment programs and technical 
assistance.assistance.



•• Donors have so far pledged more Donors have so far pledged more 
than than $370 million$370 million..

•• Government is requesting a major Government is requesting a major 
increase in donor contributions to increase in donor contributions to 
the ARTF the ARTF –– approximately approximately $600 $600 
millionmillion for FY2003/2004:for FY2003/2004:

-- $200 million for recurrent costs$200 million for recurrent costs
-- approximately $400 million for approximately $400 million for 

investment projects, hiring of  investment projects, hiring of  
expatriate Afghans, and training.expatriate Afghans, and training.



By contrasting this estimate of By contrasting this estimate of 
needs with the current level of needs with the current level of 
pledges for FY2003/2004 pledges for FY2003/2004 
(approximately $200 million as of (approximately $200 million as of 
June 2003), the June 2003), the ARTF is facing a ARTF is facing a 
funding gap of about $400 million.funding gap of about $400 million.



•• In the ADF, President Hamid Karzai In the ADF, President Hamid Karzai 
appealed to the community to appealed to the community to 
quadruple the aid package pledged in quadruple the aid package pledged in 
Tokyo in January 2002:Tokyo in January 2002:

-- Afghanistan would need Afghanistan would need $15$15--20  20  
billionbillion over the next five years to  over the next five years to  
rebuild vital social and economic  rebuild vital social and economic  
infrastructure and to combat infrastructure and to combat 
terrorism and drugs productionterrorism and drugs production

The National BudgetThe National Budget



•• President Karzai said tPresident Karzai said there is here is 
a a need for a new pledging need for a new pledging 
conference in 2003conference in 2003 to firmto firm--up up 
longerlonger--term commitments as term commitments as 
most pledges made at the Tokyo most pledges made at the Tokyo 
Conference will be fully Conference will be fully 
disbursed within the next year.disbursed within the next year.



National Budget 2002/2003 and 2003/2004National Budget 2002/2003 and 2003/2004
($ million)($ million)



•• The national budget presents an The national budget presents an 
overall expenditure plan totaling overall expenditure plan totaling 
$2.27 billion.$2.27 billion.

•• Funding the 2003/2004 recurrent Funding the 2003/2004 recurrent 
budget will require budget will require $550 million $550 million 

-- $200 million$200 million projected to come   projected to come   
from domestic revenue, andfrom domestic revenue, and



-- $350 million$350 million from donor  from donor  
financing.  financing.  

•• Donors have pledged so far $116 Donors have pledged so far $116 
million for the recurrent budget, million for the recurrent budget, 
leaving a leaving a $234 million$234 million gap.gap.



•• Funding the 2003/2004 Funding the 2003/2004 development development 
budgetbudget will require $1.72 billion, to be will require $1.72 billion, to be 
financed by donors through:financed by donors through:

-- direct program supportdirect program support
-- contributions to the ARTF investment    contributions to the ARTF investment    

windowwindow
-- direct contracting of projects in direct contracting of projects in 

consultation with the Government.consultation with the Government.



•• Pledges of $1.48 billion have been Pledges of $1.48 billion have been 
received, leaving a received, leaving a financing gap of financing gap of 
at least at least $242 million.$242 million.



Role of International Role of International 
Financial Institutions (Financial Institutions (IFIsIFIs))

•• Play a Play a coordinatingcoordinating and and catalytic rolecatalytic role
in assisting in assisting postconflictpostconflict reconstructionreconstruction

•• Operations are designed to take Operations are designed to take 
longerlonger--term perspective and provide term perspective and provide 
assistance for capacity building, assistance for capacity building, 
rehabilitation, reconstruction, and rehabilitation, reconstruction, and 
development.development.



•• IFIsIFIs are helping rebuild are helping rebuild 
Afghanistan’s institutions, Afghanistan’s institutions, 
formulate policies and establish formulate policies and establish 
sustainable systems.sustainable systems.



•• ADBADB, , IsDBIsDB, , UNDP and WBUNDP and WB have been have been 
directly involved in assisting directly involved in assisting 
reconstruction.reconstruction.

•• ADB, WB and UNDP: ADB, WB and UNDP: 
-- undertook a comprehensive needs  undertook a comprehensive needs  

assessmentassessment that constituted the basis that constituted the basis 
for donor pledges at the Tokyo for donor pledges at the Tokyo 
ConferenceConference

-- provided technical assistanceprovided technical assistance for initial  for initial  
capacity building and institutional   capacity building and institutional   
support to the Afghanistan  support to the Afghanistan  
administrationadministration



•• ADB, IMF and WB were able resume ADB, IMF and WB were able resume 
lending operations in Afghanistan lending operations in Afghanistan 
following the clearance of arrears to following the clearance of arrears to 
the institutions by various bilateral the institutions by various bilateral 
donors.donors.



•• ADB and WB pledged $500 million and ADB and WB pledged $500 million and 
$570 million respectively in loan and $570 million respectively in loan and 
grant assistance during the Tokyo grant assistance during the Tokyo 
Conference (January 2002 Conference (January 2002 -- June June 
2004).2004).

•• For the period 2003For the period 2003--2005, ADB 2005, ADB 
updated its assistance program to $610 updated its assistance program to $610 
million.million.



Private Sector DevelopmentPrivate Sector Development

•• Seen by the Government as:Seen by the Government as:

-- the the engine of growthengine of growth
-- the the mediummedium for creating an for creating an 

environment conducive to environment conducive to 
private sector growthprivate sector growth



The Government’s initiatives to The Government’s initiatives to 
promote private sector investment promote private sector investment 
include:include:

•• New foreign investment lawNew foreign investment law

•• Opening up the telecom sector to Opening up the telecom sector to 
private investorsprivate investors

•• Removal of export taxesRemoval of export taxes

•• Establishment of a consultative Establishment of a consultative 
forum with local businesspeopleforum with local businesspeople



The The investment law:investment law:

•• Removes a number of statutes that     Removes a number of statutes that     
inhibited the inflow of capital including:inhibited the inflow of capital including:
-- joint venture requirements,joint venture requirements,
-- capital requirements, andcapital requirements, and
-- limitations on repatriation of limitations on repatriation of 

profits.profits.

•• Provides a corporate income tax holiday Provides a corporate income tax holiday 
for certain types of investmentsfor certain types of investments



•• ADB is directly involved in creating ADB is directly involved in creating 
an enabling environment for private an enabling environment for private 
sector development under the sector development under the 
Postconflict Multisector Program Postconflict Multisector Program 
LoanLoan ($150 million) approved in ($150 million) approved in 
2002.2002.



•• In infrastructure, reforms supported by In infrastructure, reforms supported by 
the Program include:the Program include:

-- separation of operational and separation of operational and 
regulatory functions of sector regulatory functions of sector 
institutions,institutions,

-- Establishment of regulatory Establishment of regulatory 
frameworks that give the private frameworks that give the private 
sector comfort to operate and invest, sector comfort to operate and invest, 
andand



-- introduction of procurement introduction of procurement 
guidelines, regulations and guidelines, regulations and 
documentation in accordance with documentation in accordance with 
international standards.international standards.

• Through ADB’s infrastructure 
investment projects, international and 
local contractors will be directly 
involved in reconstruction activities.



ADB in AfghanistanADB in Afghanistan

•• Assumed a Assumed a key rolekey role since September since September 
2001 in the international community’s 2001 in the international community’s 
efforts to assist in Afghanistan’s efforts to assist in Afghanistan’s 
reconstruction.reconstruction.

•• Drawn from ADB’s experience in Drawn from ADB’s experience in 
providing providing postconflictpostconflict assistance for assistance for 
rehabilitation and reconstruction in rehabilitation and reconstruction in 
Cambodia, East Timor, and Tajikistan.Cambodia, East Timor, and Tajikistan.



•• Resumed operations in 2002 in Resumed operations in 2002 in 
Afghanistan after 23 yearsAfghanistan after 23 years

•• Provided $187 million in loans Provided $187 million in loans 
and grants in 2002and grants in 2002

•• The 2002 program focused on:The 2002 program focused on:

-- capacity building,capacity building,

-- policy formulation, andpolicy formulation, and

-- institutional reforms.institutional reforms.



•• Postconflict Multisector Program for $150 Postconflict Multisector Program for $150 
million approved on 4 December 2002.million approved on 4 December 2002.

-- $100 million was disbursed on 6 $100 million was disbursed on 6 
December 2002.December 2002.

-- Program is on track.  $50 million second Program is on track.  $50 million second 
tranche should be disbursed by December tranche should be disbursed by December 
20032003

•• $37 million in grants (capacity building TA $37 million in grants (capacity building TA 
and JFPRand JFPR--funded pilot projects in funded pilot projects in 
agriculture, education and health)agriculture, education and health)



•• Country Strategy and Program Country Strategy and Program 
Update for 2003Update for 2003--2005 was 2005 was 
approved by the Board in June approved by the Board in June 
2003 committing 2003 committing $610 million$610 million::
-- $580 million$580 million in concessional loans in concessional loans 

from the ADF from the ADF 
-- $30 million$30 million in technical assistance in technical assistance 

grantsgrants



•• $155 million$155 million in grant cofinancing in grant cofinancing 
from bilateral and other sourcesfrom bilateral and other sources

•• Focus on Focus on transport transport (i.e., roads and (i.e., roads and 
civil aviation), civil aviation), energy energy (i.e., power, (i.e., power, 
petroleum and gas) and petroleum and gas) and natural natural 
resource management resource management (i.e., (i.e., 
agriculture, irrigation and agriculture, irrigation and 
environment) sectors.environment) sectors.

•• Reconstruction of road network vital Reconstruction of road network vital 
for economyfor economy



For 2003:For 2003:

•• Total requirement is $200 million:Total requirement is $200 million:

-- $190 million in ADF, and$190 million in ADF, and
-- $10 million in technical assistance $10 million in technical assistance 

grantsgrants

•• Emergency Infrastructure Emergency Infrastructure 
Rehabilitation and Reconstruction Rehabilitation and Reconstruction 
ProjectProject for $150 million (approved on 3 for $150 million (approved on 3 
June 2003) is the June 2003) is the most important ADB most important ADB 
activityactivity for the year.for the year.



The The ProjectProject will rehabilitate and reconstruct:will rehabilitate and reconstruct:
•• 447 km of primary national road network 447 km of primary national road network 

including the link to Uzbekistan,including the link to Uzbekistan,
•• Power transmission lines in the northern Power transmission lines in the northern 
provinces and the distribution system in provinces and the distribution system in 
Kabul, andKabul, and

•• damaged gas production, transmission, and damaged gas production, transmission, and 
distribution facilities in Sheberghan,  distribution facilities in Sheberghan,  
including a natural gas pipeline between including a natural gas pipeline between 
Sheberghan and Sheberghan and MazarMazar--ii--SharifSharif..



Regional CooperationRegional Cooperation

Strong potential for subregional Strong potential for subregional 
cooperation cooperation –– given the pattern of given the pattern of 
trade and flows and considering trade and flows and considering 
Afghanistan is a landlocked country.Afghanistan is a landlocked country.



•• In transportIn transport, Central Asian Republics , Central Asian Republics 
are looking for road access to the are looking for road access to the 
Arabian Sea through Afghanistan, Iran Arabian Sea through Afghanistan, Iran 
and Pakistan and Pakistan –– combined with combined with 
streamlining of customs and border streamlining of customs and border 
procedures to foster regional trade.procedures to foster regional trade.



•• Export power from Uzbekistan to Export power from Uzbekistan to 
Afghanistan;Afghanistan;

•• Resumption of export gas from Resumption of export gas from 
Afghanistan; andAfghanistan; and

•• Export gas from Turkmenistan to Export gas from Turkmenistan to 
Pakistan (and possibly India) via Pakistan (and possibly India) via 
AfghanistanAfghanistan

Possibilities for Possibilities for regional regional 
energy tradeenergy trade include:include:



•• ADB is financing a ADB is financing a feasibility studyfeasibility study
of the 1,600 km gas pipeline that of the 1,600 km gas pipeline that 
runs from the runs from the DauletabDauletab gas fields in gas fields in 
Turkmenistan through Afghanistan Turkmenistan through Afghanistan 
into Pakistan and possibly India.  into Pakistan and possibly India.  
Construction costs are estimated at Construction costs are estimated at 
$2.5 billion$2.5 billion..



•• ADB is also developing a ADB is also developing a framework framework 
and legislation for cross border tradeand legislation for cross border trade
between Afghanistan and between Afghanistan and 
neighboring countries and neighboring countries and 
subregional transport corridors subregional transport corridors 
connecting the Central Asia connecting the Central Asia 
Republics with the Arabian Sea Republics with the Arabian Sea 
through Afghanistan, Pakistan, and through Afghanistan, Pakistan, and 
Iran.Iran.



SecuritySecurity

•• Overall security situation remains Overall security situation remains 
tenuous.tenuous.

•• The north and west of the country are The north and west of the country are 
relatively safe; the south and east are relatively safe; the south and east are 
high risk areas.high risk areas.



•• Security considerations in project Security considerations in project 
sites, especially will determine the sites, especially will determine the 
pace at which ADBpace at which ADB--supported supported 
transport and energy projects can transport and energy projects can 
be implemented.be implemented.



OutlookOutlook

•• Domestic revenue collection has been Domestic revenue collection has been 
poor but is improving.poor but is improving.

•• Meetings with Governors of revenue Meetings with Governors of revenue 
producing provinces resulted in:producing provinces resulted in:

-- centralization of revenue andcentralization of revenue and

-- associated customs reforms.associated customs reforms.



•• External financing commitments are External financing commitments are 
insufficient to finance insufficient to finance recurrent recurrent 
budgetbudget requirements.requirements.



•• Financing the Financing the development budgetdevelopment budget
is also encountering problems:is also encountering problems:
-- current level of contributions to   current level of contributions to   

the ARTF does not allow the ARTF does not allow 
financing of investment projects.financing of investment projects.

-- donors have committed supportdonors have committed support
for only a small proportion of the for only a small proportion of the 
projects in the development    projects in the development    
budget.budget.



““What sort of country Afghanistan What sort of country Afghanistan 
becomes in the medium term will be becomes in the medium term will be 
determined by whether it receives determined by whether it receives 
sustained and effective international sustained and effective international 
support. It could become a moderate, support. It could become a moderate, 
Islamic, westernIslamic, western--friendly state, a bridge friendly state, a bridge 
between western and Islamic civilization, between western and Islamic civilization, 
a crossroads for regional trade that a crossroads for regional trade that 
historically determined its prosperityhistorically determined its prosperity…”…”



“…“… Without such support, Afghanistan Without such support, Afghanistan 
may become another development may become another development 
failure failure –– and fall back into factionalism and fall back into factionalism 
and war.and war.”” Ashraf Ghani, Minister of Ashraf Ghani, Minister of 
FinanceFinance



As a civil society representative As a civil society representative 
explained to donors during the first explained to donors during the first 
Afghanistan Development Forum:Afghanistan Development Forum:

We want you to look at Afghanistan We want you to look at Afghanistan 
differently than you did before. differently than you did before. Just Just 
because some of us are conservative, because some of us are conservative, 
wear long beards, turbans and traditional wear long beards, turbans and traditional 
clothes, does not mean that we do not clothes, does not mean that we do not 
want a better future for our children (boys want a better future for our children (boys 
and girls)and girls)……



““We want a better We want a better 
Afghanistan and we Afghanistan and we 
want to build a new want to build a new 
Afghanistan together.Afghanistan together.””



For More InformationFor More Information

Frank J. PolmanFrank J. Polman

fpolman@adb.orgfpolman@adb.org

Craig SteffensenCraig Steffensen

csteffensen@adb.orgcsteffensen@adb.org

Web site: Web site: www.adb.orgwww.adb.org

Thank you.


