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EXECUTIVE SUMMARY 

As one of the poorest countries in the world, Afghanistan received about $119 billion in 
foreign assistance from 2002 through 2012. The Asian Development Bank (ADB) is one of the 
largest providers of aid to Afghanistan, approving $3.19 billion from the Asian Development 
Fund (ADF) through 2013. That amount includes a post-conflict premium from the ADF, which is 
being phased out by the end in 2018. This progress report for the ADF XI Midterm Review 
shows how ADF resources have been used in Afghanistan and assesses the development 
results. 
 

ADB, under its country strategies for Afghanistan, has focused on transport, energy, and 
agriculture and natural resources. While conditions in Afghanistan are complex and challenging, 
ADB is making notable contributions to Afghanistan’s economic growth and development 
through ADF financing.  
 

In the transport sector, ADB’s key outputs have been roads and the country’s first 
railway. Domestically, the roads have connected cities and rural areas, and increased access to 
markets in the provincial capitals and beyond. The roads have cut transport time by 75% and 
reduced transport costs by up to 40%. The new roads are providing opportunities for industrial 
and commercial development, particularly in rural areas. Regionally, the completed roads have 
improved Afghanistan’s connectivity to neighbors and facilitated trade. The award-winning 
railway is cutting trade bottlenecks, speeding up the flow of humanitarian assistance, and 
expanding commerce. Since the start of operations, the railway line has transported more than 
4 million tons of goods between Afghanistan and Uzbekistan and created about 1,200 jobs. 
 

In energy, ADB has emphasized regional interconnection and power transmission. ADB 
projects have increased Afghanistan’s imported power capacity nearly 10-fold since 2002. The 
number of consumers with access to power rose from 590,000 in 2007 to nearly 1 million in 
2014. The improved electricity supply has benefited about 2 million people in Kabul, and the 
expanded availability of electricity has helped to stimulate new enterprises, promote economic 
growth, and improve social cohesion. 
 

As agriculture is an important driver of the economy, ADB is rehabilitating or providing 
new irrigation infrastructure, developing market infrastructure, and strengthening water 
institutions to increase productivity and help raise farmers’ incomes. The creation and 
registration of water user associations is strengthening community management and ownership 
of water systems, and helping to make operations and maintenance more sustainable. 
 

All of ADB’s sector operations emphasize capacity building to help address the 
institutional shortcomings that are common to all sectors and constrain the preparation and 
implementation of projects. Progress is being made in establishment of a road authority and a 
road fund, improved energy sector governance and an autonomous power utility, and 
modernized operating models of key ministries in agriculture and natural resources.  
 

ADF financing and ADB operations have promoted inclusive economic growth by 
providing vital infrastructure to urban and rural areas, creating and expanding economic 
opportunities, ensuring broader participation in these opportunities, and supporting greater 
benefit sharing. A fully funded program is crucial for ADB’s continuous involvement in 
Afghanistan and to bring about the expected and needed results in the future. 





 
 

 

I. INTRODUCTION 
 
1. Afghanistan has endured decades of war and civil unrest, which has taken a heavy toll 
on the country’s society and economy. Afghanistan remains the poorest country in Asia and one 
of the poorest in the world. Its development needs are extensive, but the government is unable 
to finance even the recurrent expenditures, let alone the development expenditures. Since the 
fall of the Taliban regime in 2001, development partner assistance has been a vital instrument in 
Afghanistan’s efforts to develop and enrich the lives of its people. Afghanistan received more 
than $119 billion in development partner assistance (commitments) from 2002 through 2012, 
with annual foreign aid equivalent to nearly 75% of gross domestic product (GDP) on average.1 
External assistance continues to finance more than 60% of the national budget in addition to 
substantial off-budget spending directly by donors. The Asian Development Bank (ADB), 
through the Asian Development Fund (ADF), is one of the largest providers of aid to 
Afghanistan. 
 
2. During ADF XI replenishment discussions, donors agreed on an extended phaseout 
period for Afghanistan’s post-conflict premium, which restarted in 2013 and will end in 2018. 
The donors also requested that a progress report on the development effectiveness of ADB 
operations in Afghanistan be prepared for the ADF XI Midterm Review.2 In fulfilling that request, 
this report shows how ADF resources have been used in Afghanistan and assesses the 
development results.  
 

II. OVERVIEW OF KEY ACHIEVEMENTS IN AFGHANISTAN’S DEVELOPMENT 

3. Generous development partner assistance has helped Afghanistan make notable 
progress since 2002 in several areas, such as economic growth, education, health, gender 
equality, public financial management, and infrastructure. Economic achievements include (i) 
average GDP growth exceeding 10% annually since 2003, (ii) an increase in GDP per capita 
from $193 in 2003 to $626 in 2013, and (iii) a tripling of gross national income per capita (Atlas 
method) between 2004 and 2012. Inflation, as measured by the consumer price index, fell from 
an average of nearly 16.0% per year during 2003–2008 to an average of 8.3% during 2010–
2013. Domestic revenue as a percentage of GDP rose from 3.2% in 2003 to nearly 10.0% in 
2013. 
 
4. In education and health, enrollments for primary and secondary education for 2012–
2013 reached 9 million students, of which 3.6 million (40%) were girls. Girls account for 48% of 
primary school enrollments, a major achievement since they were banned from education 
during the Taliban regime. About 57% of the population has access to primary health care, 
compared with 9% in the early 2000s. As a result, the maternal mortality ratio has decreased to 
327 deaths per 100,000 live births by 2010 from 1,600 deaths per 100,000 live births in 2002. 
The infant mortality rate has dropped to 74 deaths per 1,000 live births by 2010 from 115 deaths 
per 1,000 live births in 2002. The percentage of the population using improved drinking water 
sources reached 45.5% as of 2012, up from 27.0% in 2008. 
 
5. While gender equality lags substantially behind other developing countries, Afghanistan 
has made important progress for women. As of 2013, 24% of civil service employees were 
women. Women comprise 27% of the National Assembly members, ranking Afghanistan 36th in 
the world in terms of women representation in parliament. In addition, 20% of the seats in the 

                                                
1
  Ministry of Finance. 2012. Donor Cooperation Report 2012. Kabul. 

2
  ADB. 2012. Asian Development Fund XI Donors’ Report: Empowering Asia’s Most Vulnerable. Manila. 
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provincial councils are reserved for women. Women voters are turning out in greater numbers, 
with about 36% of eligible women voting in the 2014 presidential election.  
 
6. Stronger budgeting mechanisms and processes are helping to utilize government and 
development partner resources more appropriately and efficiently. Afghanistan ranked 26th on 
the Open Budget Index in 2012 as a result of reforms made. The government has aligned the 
national budget with its policy priorities and has instituted a medium-term budget framework. 
Internal control rules and procedures have been put in place to guide budget allocation and 
execution. Systems such as the donor assistance database in the Ministry of Finance’s Budget 
Department and the Afghanistan financial management information system in the Department of 
Treasury have strengthened budget processes.  
 
7. Afghanistan still lacks infrastructure, but ADB and other development partners are 
helping to slowly build the necessary transport, energy, and rural infrastructure, providing 
important connectivity within the country and between Afghanistan and its neighbors. About 
8,000 kilometers of national highways, regional highways, and provincial roads have been built,3 
while the electrification rates of Kabul and other major cities have increased substantially.  
 

III. DEVELOPMENT CONTEXT 
 
A. Political and Economic Transitions 
 

8. Afghanistan is undergoing political and economic transitions. Afghanistan is just 

emerging from the political uncertainty that arose following two rounds of presidential elections. 

The first round was held on 5 April 2014, and the second round of the presidential election took 

place on 14 June 2014. The second round was plagued by widespread allegations of fraud, and 

therefore an audit of the ballots was conducted. The final election results have not been 

released. On 28 September 2014, the two presidential candidates, Ashraf Ghani Ahmadzai and 

Abdullah Abdullah, agreed to form a National Unity Government with Mr. Ghani as the president 

and Mr. Abdullah as the Chief Executive Officer. The longer-than-expected political transition 

undermined the economy by causing a slowdown in economic activity, foreign trade, 

investment, private consumption, and domestic revenue collection. Mr. Ghani took office as the 

president following his inauguration on 29 September 2014. This completed the first democratic 

transition in Afghanistan’s history. 

 

9. About 59% of the population works in agriculture. However, the services sector has 

contributed significantly to economic growth, accounting for more than 50% of GDP, followed by 

agriculture (27%) and industry (22%). Afghanistan has a large informal economy, mainly from 

opium production. The economy averaged 10.7% annual growth during 2003–2013. Much of the 

expansion has been attributed to the surge in foreign aid and security spending.4 Growth is 

expected to slow considerably after the transition years (2012–2014),5 as foreign assistance is 

forecast to decline and the local content from the International Security Assistance Force (ISAF) 

                                                
3
  Islamic Republic of Afghanistan. 2012. Towards Self-Reliance: Strategic Vision for the Transformation Decade. 

Kabul. 
4
  World Bank. 2012. Afghanistan: Resource Corridor, Technical Summary. Presentation at the Tokyo Conference 8 

July 2012. 
5
  They are referred to as the transition years because of the security transition from international troops to Afghan 

Security Forces and the presidential election. 
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spending will essentially disappear.6 The International Monetary Fund (IMF) forecasts 

Afghanistan’s GDP growth rates will average about 5.0% annually during 2015–2018.7 While 

gradually declining over the coming years, foreign assistance should remain a key factor in the 

economy, but domestic factors will become increasingly more important in driving growth. The 

services sector is expected to suffer the most from the reduction in international aid,8 which will 

also reduce jobs.  

 

10. According to World Bank and government estimates, the expected reduction in external 

grant assistance will have a large impact on the government budget with a projected financing 

gap of 26.6% of GDP by 2021. Donor grants financed 62% of the 2013 national budget: 44% of 

the recurrent budget and 77% of the development budget. By 2021, grants are expected to 

decline to 11.3% from 34.3% of GDP in 2013, while domestic revenue is expected to increase 

from 9.5% in 2013 to 16.4% of GDP by 2021–2022 (including revenues from mining). 

 

11. The anticipated decline in external grant assistance will put pressure on already scarce 

fiscal resources. The expected reduction in external development spending could increase 

pressure on the government to finance its development needs through its core budget, which 

would significantly reduce fiscal space and undermine fiscal sustainability.9 

 
B. Security 
 
12. The security situation in Afghanistan remains volatile and unpredictable. Violence 

continues throughout much of Afghanistan, taking a heavy toll on the population. Civilian deaths 

and injuries attributed to antigovernment elements have increased substantially since 2009. 

Rather than winding down, the war appears to be increasing in intensity (Figures 1 and 2).  

 

                                                
6
 The International Monetary Fund (IMF) estimated the local content of foreign military expenditures to be 1.7%, 

which in 2011 would have been $2.72 billion (of $160 billion in military expenditures, equivalent to about 15% of 
GDP). IMF. 2011. Staff Report for the 2011 Article IV Consultation and Request for a Three-Year Arrangement 
Under the Extended Credit Facility. Washington, DC. 

7
  IMF. 2014. Islamic Republic of Afghanistan: 2014 Article IV Consultation. IMF Country Report No. 14/128. 

Washington, DC. 
8
  International Labour Organization. 2012. Afghanistan: Time to Move to Sustainable Jobs. Kabul. 

9
  Including both on- and off-budget assistance.  
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13. A security transition is taking place. ISAF troops are scheduled to withdraw from 

Afghanistan by the end of 2014, but a small residual force might remain. The Afghan National 

Security Forces (ANSF) will assume sole responsibility for security throughout the country and 

fighting the insurgency. It is uncertain whether ANSF will be able to hold ground that has been 
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secured with ISAF assistance. The quality and discipline of the ANSF as a fighting force is a 

concern, as is the high desertion rate. ANSF will lose air and ground support for 

counterinsurgency operations once ISAF withdraws, which could be a critical factor in 

withstanding the insurgency. However, ANSF’s ability to provide a reasonable amount of 

security during the 2014 presidential election could demonstrate that its capabilities are stronger 

than previously thought. 

 
C. Social Context 
 
14. Afghanistan remains one of the poorest countries in the world and the poorest in Asia. 
Although GDP per capita has nearly tripled since 2004, it was still only $626 in 2013. About 
36.5% of the population lives in poverty and more than 50% is considered vulnerable to 
becoming poor.10 Compounding the widespread poverty, about a quarter of the population is 
made up of refugees who have returned to Afghanistan since 2001 (footnote 3). Many of these 
people are homeless and jobless, living in temporary camps for returnees with no public 
services available to them such as schools, water and sanitation, and electricity.  
 
15. Despite impressive gains in school enrollments—especially for girls—since 2001, about 
30% of school-age children remain unenrolled. The situation for women and girls has improved 
considerably since the Taliban regime ended, but many of the gender equality indicators show 
that Afghanistan still has a long way to go.  
 
D. Governance Framework 
 
16. Although Afghanistan has made good progress in improving its public financial 
management, its governance framework remains weak. Corruption is widespread and 
adherence to the rule of law is inconsistent. Afghanistan scored 8 out of 100 on Transparency 
International’s Corruption Perceptions Index for 2013, ranking 175 out of 177 countries.11 
Similarly, Afghanistan received a 1.9 percentile rank for control of corruption in the Worldwide 
Governance Indicators for 2013.12 Weak governance is a major constraint that markedly 
reduces the effectiveness of foreign aid. 
 
E. Capacity Development 
 
17. Since the resumption of international assistance in 2001, the lack of human and 
institutional capacity has constrained Afghanistan’s reconstruction and development. The weak 
capacity in government agencies has undermined the performance of projects funded by 
Afghanistan’s development partners. Despite spending significant resources on capacity 
development, the results have been disappointing. The proliferation of high-cost technical 
assistance (TA), the delivery of assistance outside government structures and the lack of 
attention to the continuity and sustainability of capacity development programs have held back 
Afghanistan’s public sector. Capacity in provinces and districts is particularly weak, posing a 
serious threat to national unity, peace, and development outside Kabul. A major challenge is to 

                                                
10

  Government of Afghanistan, Central Statistical Office. 2014. National Risk and Vulnerability Assessment 2011–
2012. Kabul. The previous National Risk and Vulnerability Assessment in 2007–2008 also showed a poverty rate of 

36%. However, national poverty rates are not comparable from year to year because of differences in 
methodologies and survey instruments.  

11
  Transparency International. Corruption Perception Index 2013. http://www.transparency.org/cpi2013/results 
(accessed 23 August 2014). 

12
  Worldwide Governance Indicators. http://info.worldbank.org/governance/wgi/index.aspx#reports (accessed 23 
August 2014). 
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build institutional capacity, while successfully delivering timely and sustainable development 
activities. 
 

IV. ADF FINANCING FOR AFGHANISTAN 
 
18. From 2002 to 2013, ADB approved $3.19 billion in sovereign loans and grants for 
Afghanistan. ADB disbursed $1.36 billion over that period, with 64% of total disbursements 
made in 2009–2013. ADB is one of the largest providers of aid to Afghanistan, according to the 
Donor Cooperation Report 2012 (footnote 1). All ADB assistance is channeled through the 
government budget, which makes ADB the largest on-budget provider of assistance to 
Afghanistan. From 2002 until 2013 more than 80% of ADB’s country assistance was from the 
ADF, with ADF grants making up 65% of the total assistance and the remaining amount 
comprising loans on concessional terms.  
 
19. Afghanistan began to receive assistance from the ADF after reengagement in 2002. 
During 2002–2004, ADF assistance was in the form of concessional loans; from 2005 to 2006, 
ADF assistance consisted of both loans and grants; and from 2007 onwards, all ADF allocations 
have been grants. For most of that time, the size of ADF assistance to the country was 
determined by the performance-based allocation (PBA) supplemented by a post-conflict 
exceptional allocation.  
 
20. Under ADF IX (2005–2008) and ADF X (2009–2012), Afghanistan received exceptional 
post-conflict assistance on top of its PBA. During the ADF X replenishment discussions, donors 
agreed to phase out the post-conflict premium over 6 years starting in 2009. However, in view of 
the development challenges and the protracted conflict, donors decided in May 2010 to suspend 
the phaseout process in 2011–2012.  
 
21. With Afghanistan facing political and security challenges and in need of continuing 
development support, donors agreed during the ADF XI discussions on an extended phaseout 
period that would resume in 2013 and end in 2018. Exceptional post-conflict assistance to 
Afghanistan will continue to follow the results framework as defined in ADF X. ADB’s grant 
allocation to Afghanistan for 2013–2014 was $523.1 million, of which 73% ($381.1 million) was 
used in 2013. For 2014, the grant allocation is $142 million; for 2015–2016, the indicative grant 
allocation is $364.4 million.  
 

V. ADB’S STRATEGIC DIRECTIONS AND SECTOR CHALLENGES 
 
A. ADB’s Strategies in Afghanistan 

22. After reengagement in 2002, ADB operations in Afghanistan were guided by two country 
strategies until the end of 2013. The initial country strategy and program for 2002–2004, which 
aimed to achieve sustainable economic growth, focused on transport, energy, and agriculture 
and natural resources (ANR).13 The country strategy and program was updated three times 
through 2008, retaining the three priority sectors and adding three thematic issues: (i) capacity 
development, (ii) governance in fiscal management, and (iii) private sector development in 
finance and telecommunications. 
 
23. The country partnership strategy (CPS), 2009–2013 had the overall objective of 
contributing to the economic and poverty reduction goals in the Afghanistan National 

                                                
13

  ADB. 2002. Country Strategy and Program: Afghanistan, 2002–2004. Manila. 



7 
 

 

Development Strategy (ANDS), 2008–2013.14 The CPS continued ADB’s strategic focus on 
transport, energy, and ANR along with governance, which followed the government’s request for 
development partners to engage in a limited number of sectors because of capacity constraints 
in the government. In transport, the focus was on rehabilitation and construction of national 
roads and a railway, including links with neighboring countries. In energy, ADB operations 
covered power generation, transmission, and distribution, along with an emphasis on regional 
trade in energy. For ANR, activities were in irrigation and water resource management, and 
agriculture market infrastructure. 
 
24. The CPS noted that much of the ADB assistance to these sectors would be provided 
through sector-based multitranche financing facilities (MFFs). The MFF enables ADB to provide 
longer-term investment programs that are structured and staggered into multiple loans under 
the umbrella of the MFF commitment. As part of the MFFs, ADB has included building human 
and institutional capacity in the executing and implementing agencies. 
 
25. In 2009–2013, ADB interventions were aligned and consistent with ADB’s Strategy 
202015 and government priorities, as reflected in the ANDS, national priority programs, the 
government’s economic strategy,16 and the Tokyo Mutual Accountability Framework (TMAF).17 
Operations have also followed ADB’s approach to fragile and conflict-affected situations.18 In 
2014–2015, the country operations are being guided by an interim CPS and the country 
operations business plan 2014–2015, both of which continue the focus on transport, energy, 
and ANR, as well as the key thematic areas.19 A full CPS will be prepared in 2015 after the 
political and security transitions are completed.  
 
B. Coordination and the Afghanistan Infrastructure Trust Fund 

26. ADB is one of the leading development partners in Afghanistan, both in terms of portfolio 
size and development partner coordination and cooperation. ADB is a member of the Joint 
Coordination and Monitoring Board and plays an active part in coordination activities, including 
on the board’s Social and Economic Development Standing Committee, the Ministry of 
Finance's High Level Committee on Aid Effectiveness, and the Inter-Ministerial Committee on 
Energy. ADB also plays a leading role in infrastructure and regional cooperation in Afghanistan. 
As the secretariat for the Central Asia Regional Economic Cooperation (CAREC) Program, ADB 
closely coordinates with Afghanistan and the CAREC development partners. 
 
27. As the second-largest assistance provider in the infrastructure sector and with decades 
of experience in infrastructure development, ADB was entrusted with establishing and managing 
an infrastructure trust fund for Afghanistan. Established in November 2010, the Afghanistan 

                                                
14

  ADB. 2008. Country Partnership Strategy: Afghanistan, 2009–2013. Manila. 
15

  ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 
Manila.  

16
  Islamic Republic of Afghanistan. 2012. Towards Self-Reliance: Strategic Vision for the Transformation Decade. 

Kabul.  
17

  The TMAF has two main components: one for the Afghanistan government and the other for the international 
community. The government’s component includes five thematic areas: (i) representational democracy and 
equitable elections; (ii) governance, rule of law, and human rights; (iii) integrity of public finance and commercial 
banking; (iv) government revenue, budget execution, and subnational governance; and (v) inclusive sustained 
growth and development. The commitments of the international community focus on the aid effectiveness principle. 

18
  ADB. 2007. Achieving Development Effectiveness in Weakly Performing Countries. Manila; and ADB. 2012. 
Working Differently in Fragile and Conflict-Affected Situations: The ADB Experience. Manila.  

19
  ADB. 2014. Interim Country Partnership Strategy: Afghanistan, 2014–2015. Manila; and ADB. 2014. Country 
Operations Business Plan: Afghanistan, 2014–2015. Manila. 
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Infrastructure Trust Fund (AITF) aims to pool finance to develop infrastructure in Afghanistan 
and leverage resources by cofinancing ADB-financed projects. The use of AITF resources 
promotes development effectiveness and a steady focus on sectors where ADB has technical 
expertise and comparative advantage. With sound fiduciary arrangements in place, AITF 
financing is transparent and offers low transaction costs. AITF concentrates on infrastructure 
projects cofinanced and screened by ADB. Eligible investments include roads, railways, and 
airports; energy generation, transmission, and distribution; and water resources management. 
AITF covers the cost of policy advisory support, project development, and implementation. 
 
28. AITF financing is fully on-budget and provides a mechanism for development partners to 
meet the targets of the 2008 Paris Declaration on Aid Effectiveness, which requires that 50% of 
contributions be on-budget and 80% aligned with the national priority programs formulated 
under the ANDS.  
 
29. As of 30 June 2014, AITF had received $300.92 million from the governments of Japan 
(Embassy of Japan, $123.00 million), the United States (United States Agency for International 
Development [USAID], $105.00 million out of a total commitment of $180.30 million), and the 
United Kingdom (Department for International Development, $72.92 million out of a total 
commitment of $272.43). Paid-in contributions are cofinancing energy and transport projects. 
Negotiations are also taking place with other potential contributors. Allocations to four grant and 
two TA projects cofinanced by AITF total $269.3 million. 
 
C. Key Challenges to Development Results 

30. The priority sectors face numerous challenges in achieving development results. Most of 
these challenges are common to all three sectors. Security is an overwhelming challenge that 
affects all projects. Some ADB-financed projects are implemented in highly insecure regions of 
the country, which increases project costs and delays implementation. Security conditions also 
hinder ADB’s ability to attract qualified international consultants or contractors who are willing to 
go into the field during project preparation and construction. The Ministry of Interior is 
responsible for providing protection for work sites and personnel. ADB is working with the 
government to ensure that adequate security forces are deployed in a timely manner. In 
addition, community participation in ANR projects helps to reduce security hazards. 
 
31. Capacity constraints loom large in Afghanistan. Government institutions generally have 
weak technical and financial capacities, which lead to a wide range of problems throughout the 
project cycle. It starts with difficulties in prioritizing investment projects; runs through 
weaknesses in design and engineering, procurement, and contract management; and ends with 
delays in project closure and limited operation and maintenance (O&M). Capacity building is a 
prominent part of ADB’s work in the transport, energy, and ANR sectors.  
 
32. Several challenges appear during procurement. Some projects feature complex designs 
that entail several project components and require multiple procurement packages, thereby 
exacerbating weaknesses in procurement. Bid preparation is also often poor. These challenges 
can lead to delays in contract awards. Furthermore, some bids lack competition because of the 
inability to attract enough bidders. In addition, project cost estimates often prove to be much 
lower than the bids submitted. To help remedy these challenges, ADB often tries to streamline 
the procurement process by merging procurement packages to reduce implementation time and 
alleviate procurement burdens on project management offices. ADB also conducts training and 
road shows for the private sector on bidding procedures and requirements to increase 
competition.  
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VI. SECTOR ACHIEVEMENTS 

 
33. The ADF resources of ADB have helped Afghanistan spur economic growth, create 
better access to jobs, and improve the delivery of services by (i) supporting the development of 
air, rail, and road transport infrastructure; (ii) increasing the supply of electricity to more of the 
population; and (iii) improving water resources management to enhance rural livelihoods. The 
transport and energy investments have also strengthened regional cooperation through 
increased connectivity.  
 
A. Transport 
 

1. Sector Context 

34. Afghanistan, a landlocked country between Central Asia and South Asia, relies heavily 
on road transport for its economic development. About 90% of the country’s trade travels on 
roads. The country has the potential to serve as an important transit corridor for trade between 
Central Asia and South Asia, as well as the Middle East. However, 30 years of conflict severely 
damaged the road network: more than 90% of the non-urban road infrastructure (totaling about 
35,000 kilometers) was unconnected and in poor condition at the end of 2001. Half of the roads 
are impassable during parts of the year; communities in the mountainous central highlands still 
do not have all-weather access to the main road network. The network is overstretched, while 
vehicle numbers are rising quickly. 
 
35. Improving Afghanistan’s roads is essential to the country’s economic development. 
Since Afghanistan’s difficult terrain and scattered population makes alternative modes of 
transport technically and economically more challenging, a well-established road network 
contributes to national integration and economic growth by enabling faster interprovincial travel 
and trade, as well as providing an important conduit for trade with neighboring countries. 
 

2. Intended Outcomes 

36. Development partner assistance to the transport sector is expected to help achieve the 
strategic vision for transport in ANDS, which is to have a safe and integrated transportation 
network that (i) provides connectivity throughout the country and with Afghanistan’s neighbors, 
and (ii) enables lower cost and reliable movement of people and goods within the country and 
with neighboring countries. An extensive and efficient transport network will (i) contribute to 
inclusive economic growth by expanding economic opportunities for rural communities; (ii) 
generate employment; (iii) reduce input costs; (iv) improve access to markets, educational 
facilities, and health and social centers; (v) facilitate international transit trade; and (vi) help 
integrate Afghanistan into the global economy. A better transport network will also contribute to 
greater security and national integration. 
 

3. ADB Projects and Financing 

37. ADB’s approach to the transport sector in Afghanistan has focused on the following 
outputs: (i) improvements to vital links in the road network, (ii) a formal system of maintenance 
to sustain road investments, (iii) enhanced capacity of the Ministry of Public Works and other 
sector institutions to manage and maintain Afghanistan’s road assets, (iv) the provision of 
Afghanistan’s first railway line, and (v) the rehabilitation of airports. 
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38. ADB provided $1.9 billion in on-budget assistance for 17 road projects during 2003–
2014. ADB support (financed by the ADF) and AITF cofinancing accounted for 38% of the total 
external assistance to the road sector and 50% of the total ADB assistance to Afghanistan. An 
additional $165 million was provided to finance the railway connecting Mazar-e-Sharif, 
Afghanistan’s second-largest city, to Hairatan, a port city at the border with Uzbekistan. Another 
$30 million was used to rehabilitate regional airports. 
 

4. Sector Results 

39. ADF investments in the transport sector have produced major achievements since 2003. 
These include the construction and rehabilitation of 886 kilometers (km) of regional and national 
roads, including part of the ring road; a flagship 75 km railway line connecting Mazar-e-Sharif to 
Uzbekistan; and four regional airports.  
 
40. In the road subsector, the improved network has contributed to economic and trade 
growth in Afghanistan by promoting the movement of goods and people within the country and 
beyond its borders. The number of registered vehicles increased from 177,357 in 2002 to 
1,834,315 by mid-2014, an average annual increase of 14%. Total passenger traffic grew from 
203 million passengers in 2008 to 240 million passengers in 2014. Total freight traffic rose from 
18,079 million ton-km in 2007 to about 25,112 million ton-km in 2014. Afghanistan’s external 
trade nearly quadrupled from $2.2 billion in 2003 to $8.6 billion in 2013—average annual growth 
of 21%. The improved network of regional, national, provincial, and rural roads benefited the 
local communities along the roads by creating jobs and increasing their access to education, 
health, and other social services. 
 
41. The completed roads have established links with neighboring countries, connected cities 
and rural areas, and expanded access to markets in the provincial capitals and beyond. These 

roads cut transport time by as much as 75% and 
transport costs by up to 40%. Traffic volumes are 
more than four times higher than when construction 
of the roads started. These improved roads are 
facilitating trade between Afghanistan and its 
neighboring countries. Domestically, they are helping 
the country shift from subsistence agriculture to 
market-based production, enabling farmers to grow 
perishable commercial products such as vegetables 
and fruits, and to transport them more quickly to 
markets. In addition to benefiting the agriculture 
sector, the new roads provide opportunities for 
industrial and commercial development, and will help 

the development of the mining and mineral sector. 
 
42. ADB’s Independent Evaluation Department (IED) conducted a beneficiary survey of the 
ring road rehabilitation in 2011 and found an increase in economic activity attributed to the 
roads, such as more traders, shops, and roadside vendors.20 It also confirmed that the 
availability of agriculture products, livestock, and consumer goods had improved in project 
areas. An additional benefit identified was a decrease in travel times by half compared with 5 
years before.  
 

                                                
20

  ADB. 2012. Country Assistance Program Evaluation: Afghanistan. Manila. 
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43. The IED’s country assistance program evaluation (CAPE) also acknowledged that the 
following project outcomes remain likely to be achieved (footnote 20): 
 

(i) Traffic growth. Based on a rapid traffic count by the CAPE mission, traffic is 
slightly lower than anticipated at appraisal, but growth rates may be achieved on 
the northeastern sections of the northern ring road. 

(ii) Reduced vehicle operating costs. The outcome indicators were realistic, based 
on road evaluation models. The expected cost reductions appear to fall into a 
realistic range. 

(iii) Reduced average travel time. The appraisal outcome indicators were realistic 
and are likely to be met. 

 
44. Key institutional achievements in the road subsector include progress towards the 
establishment of a road authority and a road fund. The fund is expected to generate $70 million 
a year and cover some of the O&M expenditures for national and regional roads. As a first step 
in 2012, the government started collecting for the road fund AF1 ($0.018) per liter of imported 
fuel. Nonetheless, O&M remains a concern in the road subsector. The total maintenance cost of 
Afghanistan’s road network is estimated at about $200 million per year for the full network and 
about $120 million for the rehabilitated part of the network. In contrast, the current budget 
allocation for O&M is about $30 million annually, a budgetary shortfall of about $170 million in a 
single year. Therefore, even with the general budget allocation and the expected road fund 
revenue from the imposition of the fuel tax, there is an estimated shortfall of O&M funding by 
$100 million. 
 
45. With only 15% of the planned national highways having been built thus far, the 
maintenance bill is expected to grow significantly in the long run. Furthermore, the longer that 
proper maintenance is delayed, the higher will be the cost because deferred maintenance works 
will become necessary reconstruction works. 
 
46. A major success in the transport sector is the construction of Afghanistan’s first railway 
line. The 75 km line has important national and regional implications. It connects Mazar-e-Sharif 
to the country’s largest and most important dry port 
at Hairatan (on the border with Uzbekistan). The 
railway connects to Uzbekistan's expansive rail 
network, which leads to key markets in Europe and 
Asia. It has been fully operational since 2012 and 
represents an initial phase of a larger planned rail 
network, including links to Tajikistan, Turkmenistan, 
Pakistan, and Iran. The operation of this railway line 
is reducing trade bottlenecks, speeding up the flow 
of humanitarian assistance, and expanding 
commerce. The line has enabled the transportation 
of more than 4 million tons of goods between the two countries. The Hairatan to Mazar-e-Sharif 
railway project received a Development Impact Honor award from the United States Treasury in 
July 2014. 
 
47. Additional results and impacts from the railway project include the following: 
 

(i) more than 7 million beneficiaries (through jobs and increased trade), 
(ii) 1,200 jobs in logistics and unloading operations, 
(iii) 11% annual growth in employment in the project area since 2010, 
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(iv) about a 20% drop in carbon dioxide emissions because of reduced traffic on the 
highway, and 

(v) an increase in trade between Afghanistan and Uzbekistan from $170 million in 
2008 to $732 million in 2012.21 

 
48. To support the new railway and future lines, ADB and USAID helped to establish the 
Afghanistan Railway Authority in 2012 to regulate and ensure the sustainability of the railway 
subsector. 
 
49. In air transport, four regional airports were rehabilitated by 2012 and are fully functional. 
IED’s CAPE concluded that the airports “have been built with good outcomes” (footnote 20).  
 
50. The capacity of government agencies in the transport sector is low and has caused 
delays in project implementation. ADB has continued to provide support for capacity building to 
improve planning, project design and implementation, safeguards, administration, financial 
management, and institutional strengthening. 
 
51. Another important aspect of ADB’s transport operations in Afghanistan is their 
contribution to regional cooperation. Afghanistan is a member of the CAREC Program, which is 
supported by ADB and five other multilateral development partners. In the CAREC transport 
sector, six projects for Afghanistan are ongoing and eight have been completed, including the 
railway line. The development of six transport corridors is one of the main initiatives in the 
CAREC transport sector. The six corridors link the region's key economic hubs to each other, 
and connect the landlocked CAREC countries to other Eurasian and global markets. Three of 
the corridors include parts of Afghanistan.  
 

5. Expected Results from Future Operations 

52. Despite security challenges, progress continues to be made on the implementation of 
road and preparation of railway projects along three CAREC corridors. Based on a USAID-
study, options for rehabilitation of the Salang Tunnel have been discussed, but more detailed 
engineering studies of the selected options are required to determine the alignment for 
construction. Construction continues on two sections (82 km) of the Qaisar–Laman Ring Road 
(cofinanced by AITF).22 The first section (50 km) of the Kabul–Jalalabad Road (cofinanced by 
AITF) is also under construction, and contracts have been awarded to start construction on the 
second and remaining section (106 km) (cofinanced by AITF) (see footnote 22). Work is 
ongoing for the Aquina–Andkhoy Railway. A consultant has been mobilized and initiated the 
feasibility study for the Northern Afghanistan Railway, linking Turkmenistan with Tajikistan 
through Afghanistan. A working group with participation of the three countries has been formed 
to discuss options for the alignment of the railway. 
 
53. In the rail subsector, the top priority is to expand the network from Mazar-e-Sharif west 
to Andkhoy at the border with Turkmenistan and to the east with the border of Tajikistan. The 
feasibility study for this expansion is ongoing with assistance from ADB. Future rail investment 
needs will be linked to the availability of finance. 
 

                                                
21

  ADB. 2014. Together We Deliver: 10 Stories from ADB-Supported Projects with Clear Development Impacts. 

Manila. 
22

  Contributors: the governments of Japan, the United Kingdom, and the United States. 
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54. ADB will continue to address shortcomings in its transport operations that were identified 
in the CAPE. The CAPE found that cost overruns and implementation delays are common, and 
that sustainability needs strengthening, especially in terms of having assured financing and an 
effective maintenance regime. These considerations are being taken into account for current 
and future transport operations. 
 
B. Energy 

1. Sector Context 

55. Afghanistan is well endowed with hydropower, natural gas, and coal. However, like other 
sectors, much of the energy infrastructure for power generation, transmission, and distribution 
was destroyed by decades of conflict. Despite the enormous potential confirmed by recent 
studies, indigenous power generation is less than 300 megawatts (MW). As a result, about 75% 
of the power is imported from four countries—Iran, Tajikistan, Turkmenistan, and Uzbekistan.  
 
56. In addition to the limited domestic generation capacity, other challenges in the energy 
sector include (i) weak procurement and technical capacity in ministries and utilities, which slow 
project implementation and increase the cost of doing business; (ii) an unpredictable security 
situation, which constrains energy project implementation and limits private sector interest; (iii) 
significant delays in implementing the requisite land acquisition and involuntary resettlement 
plans for the affected entities, primarily because of the cumbersome process of budget 
allotment for eligible payments; (iv) poor coordination among the major stakeholders, such as 
the Ministry of Energy and Water (MEW), Afghanistan Power Utility (DABS), Ministry of Finance 
(MOF), and local municipalities and administrations; (v) weak financial management; (vi) 
inadequate corporate governance structures, including accountability and transparency 
mechanisms; and (vii) limited human resources in technical and financial areas.  
 

2. Intended Outcomes 

57. The availability of sufficient energy resources is one of the keys to achieving economic 
development, and this is reflected in both the ANDS and the National Energy Supply Program. 
A sound energy policy in Afghanistan mandates the diversification of supplies to achieve energy 
security. A major focus of the energy development effort is to transform Afghanistan’s electricity 
grid from nine isolated islands into a national transmission grid covering the country. A unified 
grid will make it possible to deliver the power generated from one part of the country to another, 
as well as ensure that imports can be delivered into the country. 
 
58. The energy projects in Afghanistan aim to improve the electrification rate, increase energy 
security, and facilitate regional trade and cooperation. Greater availability of cheaper, more 
reliable energy will boost productivity at home and in the workplace, reduce the cost of doing 
business, create more jobs, promote greater technology adoption, enable the production of 
more higher-value products and exports, and expand economic activity into rural areas.  
 

3. ADB Projects and Financing 

59. ADB’s energy program in Afghanistan includes critical investment projects and TA grants 
to expand and strengthen the energy (power and gas) supply chain (generation, transmission, 
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and distribution),23 capacity development, and sector reforms. 
The program also seeks to capitalize on contributions to the 
ADB-managed AITF to strengthen energy security and support 
sector reforms for a self-sustaining energy sector in Afghanistan. 
 
60. ADB is the largest on-budget development partner in 
Afghanistan’s energy sector with nearly $850 million in 
committed projects. Since 2005, ADB has provided 10 ADF 
grants and loans for a total of $733.6 million.  
 
61. Three energy projects are completed: (i) the 
Infrastructure Rehabilitation and Reconstruction Project ($45 
million) to construct power interconnection between Afghanistan 
and Uzbekistan; (ii) the Power Transmission and Distribution 
Project ($50 million) to expand transmission networks, 
substations, and distribution networks in northern and eastern 
Afghanistan; and (iii) the Regional Power Transmission 
Interconnection Project ($47 million) to construct power 
interconnection between Afghanistan and Tajikistan.  
 
62. The ongoing projects include five tranches under the 
MFF for the Energy Sector Development Investment Program:  
(i) tranche 1 ($164 million) to build transmission lines and distribution systems in northern 
Afghanistan; (ii) tranche 2 ($81.5 million) to construct transmission lines, substations, and 
distribution systems in Kabul; (iii) tranche 3 ($78 million) to rehabilitate the 4.8 MW Gereshk 
hydropower plant and related transmission and distribution network in Helmand Province;               
(iv) tranche 4 ($200 million) to build transmission lines and substations in northern Afghanistan, 
as well as substations and distribution networks in eastern Afghanistan; and (v) tranche 5 ($49 
million) to construct a 500 kilovolt (kV)/220 kV substation at Kabul. In addition, the $216 million 
North–South Power Transmission Enhancement Project will build a 225 km, 500 kV 
transmission line from Pul-e-Khumri to Kabul and a 500 kV/220 kV substation near Pul-e-
Khumri. 
 
63. The investment projects have been complemented by TA. The three ongoing TA 
projects entail (i) $1.2 million for the Afghanistan Power Sector Master Plan covering 20 years of 
least-cost power generation and transmission investments in Afghanistan; (ii) $1.5 million 
(cofinanced by AITF)24 to support the Inter-Ministerial Commission for Energy in order to 
strengthen effective coordination between energy sector stakeholders in Afghanistan and build 
greater capacity of energy managers to promote sector coordination, integrated policy and 
planning, governance, and implementation; and (iii) $1.5 million (confinanced by AITF) to 
develop the Gas Development Master Plan (see footnote 24). 
 

4. Sector Results 

64. With ADB assistance, 465 km of 220kV and 110 km of 110kV electricity transmission 
lines have been constructed, along with nine 220/110kV substations and switchyards. In the gas 
subsector, six gas wells have been rehabilitated. 

                                                
23

  The country has 2,261 km of power transmission lines and 150 km of gas transmission lines, and an additional 
6,907 km are planned. 

24
  Contributors: the governments of Japan, the United Kingdom, and the United States. 
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65. By March 2014, Afghanistan had increased its installed grid-connected power generation 
capacity to 556 MW (including hydropower plants, 
diesel generators, and thermal power plants) and 
its imported capacity to 850 MW. Most of the 
nearly 10-fold increase in electricity imports—from 
86 MW in 2002 to 850 MW in 2014—came from 
ADB-supported transmission links with Uzbekistan 
and Tajikistan.25 These links led to a sharp 
increase in power access—from 590,000 
consumers in 2007 to nearly 1 million consumers 
in 2014. The improved electricity supply has 
benefited about 2 million people in Kabul (footnote 
20), where customers now receive electricity nearly 
24 hours a day compared with only 4 hours a day 
in 2002.  
 
66. IED’s CAPE concluded that the greater availability of electricity has helped to stimulate 
the rehabilitation of traditional industries and start new enterprises. IED found that the social 
impact has also been considerable, with an increase of more than 40% in new domestic 
customers since 2007. Furthermore, the CAPE findings showed that imported electricity has 
fostered political stability, economic growth, and social cohesion. 
 
67. Beyond the power subsector, ADB has played an important role in strengthening the gas 
industry. The rehabilitation of gas wells has increased gas production by 1.3 million cubic 
meters per day. The rehabilitated wells supply gas to the National Fertilizer and Power Plant, 
the industrial estate in Mazar-e-Sharif, and domestic customers in Sheberghan.  
 
68. In addition to the physical outputs, ADB has emphasized capacity building and 
institutional development to help make the most of the physical assets. ADB has allocated 
nearly $50 million for capacity building in the energy sector. ADB is supporting increasing the 
capacity of the country’s energy sector through (i) sector master planning; (ii) O&M; (iii) project 
management office support and training in procurement, project management, and 
implementation; (iv) distribution planning; (v) DABS management assistance; and (vi) numerous 
formal training courses to impart sector knowledge. ADB helped to strengthen the planning and 
procurement capacity in MEW, and also contributed to the establishment of DABS in 2008. The 
Afghanistan Power Sector Master Plan, 2012–2032 was prepared in close consultation with 
MEW and DABS; the involvement of the staff in data collection, data analysis, and supply–
demand forecasting significantly contributed to their capacity development. ADB was also 
instrumental in setting up the Inter-Ministerial Commission for Energy, which meets regularly to 
resolve issues affecting sector development and facilitate aid coordination. 
 
69. These institutional developments and capacity building have contributed to sector-wide 
achievements. Tangible improvements have been made in energy sector governance, such as 
the formulation of the electricity law, development of a renewable energy policy, and creation of 
the autonomous power utility DABS. System losses (technical and commercial) have dropped 
from more than 70% in 2002 to 41% in 2013. Collection rates have increased from less than 
50% in 2002 to about 93% in 2013. Revenues have risen by 15% every quarter since 2009. 

                                                
25

  As of June 2014, peak power imports were as follows: Iran (140 MW), Tajikistan (350 MW), Turkmenistan (40 
MW), and Uzbekistan (320 MW). 
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Other achievements include the separation of sector operations from policy and regulatory 
functions, and the formulation of rules and protocols for O&M and grid code. The development 
of a framework to protect private sector investment is underway, as are sector-level master 
plans. 
 
70. Regional cooperation has been a prominent aspect of ADB’s operations in the energy 
sector. Under the CAREC umbrella, Afghanistan receives imported power from Tajikistan, 
Turkmenistan, and Uzbekistan. The imports provide vital electricity for the growing Afghanistan 
economy. IED’s evaluation determined that the ADB investments have had a “significant” impact 
on regional cooperation, citing the ability to work through CAREC as an enabling factor.  
 

5. Expected Results from Future Operations 

71. More regional energy benefits are expected from the envisioned Turkmenistan–
Uzbekistan–Tajikistan–Afghanistan–Pakistan interconnection, which will allow energy trade 
between the participating countries and enable surplus energy from export countries to be 
delivered to energy-deficient import countries. The planned Turkmenistan–Afghanistan–
Pakistan–India gas pipeline will serve much of Afghanistan’s gas needs, while also playing an 
important role as an energy resource corridor and transit country linking Central Asia with South 
Asia. 
 
72. Future ADB projects will increase the electrification rate, regional power trade, and 
energy security in Afghanistan. ADB will address the power supply shortage in Afghanistan 
through (i) a 200 MW Sheberghan gas-fired power plant, and (ii) a 500 kV Afghanistan–
Turkmenistan interconnection along with a 300 MW high-voltage direct-current convertor station 
to synchronize power received from Turkmenistan. ADB is also coordinating with USAID on 
possible support for the 200 kV Kabul–Kandahar transmission link, which will connect the 
country’s northeast power system with the southeast power system. The ADB-supported 
Afghanistan Power Sector Master Plan, 2012–2032 notes that 18,400 MW-hours of electricity 
demand is expected in 2032 under a base-case scenario, implying an average annual growth 
rate of 8.7%. If the investment momentum continues as envisaged, the average connection rate 
will reach 83% by 2032. The current share of power imports is expected to be reversed from 
75% in 2012 to 25% in 2032 if project implementation progress continues. 
 
73. These projects will take into account lessons from ADB’s ongoing investments in 
Afghanistan’s energy sector, including the need to (i) build security provisions into project 
design and financing, (ii) simplify procurement and implementation through the use of turnkey 
contracting as the default choice, (iii) improve project readiness through advance actions, and 
(iv) provide capacity support to DABS. ADB will also continue to address the energy sector 
problems identified in the CAPE, including cost overruns because of high security risks, and 
slow implementation and disbursement resulting from weak capacity in implementing agencies.  
 
C. Agriculture and Natural Resources 

1. Sector Context 

74. The prolonged conflict in Afghanistan has led to a drastic fall in agriculture production. 
The effects have been declining productivity and product quality standards, as well as high post-
harvest losses because of the destruction of market infrastructure, damaged irrigation systems, 
and limited access to technical and market support. Afghanistan’s agricultural growth potential 
will not be achieved without further investment in irrigation and basic market infrastructure, as 
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well as continued reform of the institutional regulatory environment. Government capacity to 
implement rural development strategies remains a challenge, as the central or subnational 
levels have few qualified agriculture staff.  
 
75. ADB operations focus on the development of water resources and irrigated agriculture. 
ADB initially undertook rehabilitation of existing works, such as in the northern river basin, but 
efforts have shifted to integrated water resources development projects (infrastructure 
investment coupled with institutional and capacity development of river basin and sub-basin 
authorities, along with water user and irrigation associations), on-farm services, and watershed 
management.  
 

2. Intended Outcomes 

76. Water resource development and management is vital for sustainable economic growth, 
and irrigated agriculture is an important driver of the economy. ADB’s investment in the ANR 
sector will increase the productivity of irrigated agriculture through the rehabilitation and 
development of new infrastructure, the development of market infrastructure, and the 
strengthening of institutions. These investments continue to improve connectivity with markets 
and address critical gaps, thereby increasing the performance and efficiency of key commodity 
value chains, and enhancing quality for both domestic import substitution and export of 
commodities.  
 
77. The expected outcomes include: 
 

(i) larger irrigated area, leading to higher agriculture outputs and growth in 
agriculture exports; 

(ii) improved legal and governance structures and institutions in the water subsector; 
(iii) sustainable water resources management strategies and plans covering 

irrigation; and 
(iv) improved human resource management, and planning systems and skills, in key 

ministries. 
 

3. ADB Projects and Financing 

78. ADB’s ANR commitments during 2002–2013 totaled $543.0 million, of which $344.1 
million were ADF grants. ADB is active in the northern, western, Kabul, and Helmand river 
basins. These projects aim to (i) rehabilitate and establish new irrigation infrastructure, (ii) 
develop market-based agricultural infrastructure, and (iii) strengthen the institutional 
environment to facilitate growth in the sector. These investments have improved rural 
livelihoods, spurred economic growth, and enhanced water resource management. 
 

4. Sector Results 

79. ADB has completed one ADF-financed project in the ANR sector and another ADF-
financed project classified as multisector with an irrigation component. Four other ADF projects 
are ongoing. The sector outputs include about 140,000 hectares (ha) of irrigated land 
rehabilitated and upgraded, with an additional 160,000 ha in progress. In one completed 
project26 that delivered 200 rehabilitated and upgraded irrigation structures, 100,000 ha were 
supplied with improved irrigation, benefiting about 30,000 farms and raising incomes for at least 

                                                
26

  ADB. 2003. Emergency Infrastructure Rehabilitation and Reconstruction Project. Manila. 
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200,000 people.27 The project established a water allocation agreement among the farmers, 
which greatly benefited downstream farmers.28 The second completed ADF-financed project 
addressed the institutional environment for agriculture. Despite several obstacles, progress was 
made in restructuring state-owned enterprises, and opportunities are being provided for the 
private sector to invest in and supply more efficient services in the agriculture sector (footnote 
28). The ADB validation report rated the institutional development of the program significant 
(footnote 28).  
 
80. As for ongoing projects, the Western Basins Water Resources Management Project is 
supporting infrastructure development, strengthening institutional frameworks, and conducting 

capacity development for water resources management and 
irrigated agriculture in the western basins of Afghanistan (Badghis, 
Ghor, and Herat provinces). It is focusing on (i) integrated water 
resources management, (ii) water resources and irrigation 
development, (iii) agriculture and livelihood services, and (iv) 
capacity development and project management. By the end of 
2014, these investments will have rehabilitated and upgraded 
irrigation systems serving 50,000 ha. 
 
81. The Agriculture Market Infrastructure Project is delivering 
improvements in (i) agricultural marketing infrastructure, (ii) product 
standards and certification systems, and (iii) livestock processing 
and horticultural market facilities. Technical support is being 
provided in market infrastructure design, product standards, 
laboratory systems and certification, and produce marketing. The 
capacity of the Ministry of Agriculture, Irrigation, and Livestock 
(MAIL) has been strengthened in sanitary and phytosanitary policy 
and regulations, and product standards. 
 
82. The MFF for the Water Resources Development Investment 

Program will increase the productivity of irrigated agriculture as a result of improved water 
resources management through infrastructure development, capacity building, and institutional 
strengthening. Tranche 1 is investing in water resources infrastructure in irrigation systems 
located in the Northern River Basin and along the main canal of the Nangarhar Valley 
Development Authority. These investments will rehabilitate and upgrade irrigation systems 
serving 70,000 ha. Tranche 1 is also investing in flood management, which will reduce the flood 
risk for some 5,000 ha of agricultural land in Yetim Tapa.  
 
83. In 2013, ADB approved tranche 2 ($100 million) of the investment program, which will 
rehabilitate and improve the Shahrawan and Archi canals that form part of the lower Kokcha 
irrigation scheme. This tranche will increase agricultural production in the historical breadbasket 
of the country, which was severely degraded during 30 years of conflict. Water delivery to about 
70,000 ha of crops is threatened if the infrastructure is not repaired. Tranche 2 will also 
strengthen water management institutions through the creation of irrigation and water users 
associations (WUA), and strengthen river basin and sub-basin authorities. The concept of an 
irrigation service will be introduced to ensure sufficient O&M of the scheme. 
 

                                                
27

  ADB. 2009. Completion Report: Afghanistan—Emergency Infrastructure Rehabilitation and Reconstruction Project. 

Manila. 
28

  ADB. 2010. Validation Report: Afghanistan—Agriculture Sector Program. Manila.  
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84. The sustainability of improved infrastructure and associated project benefits will depend 
on adequate O&M capacity and financing. As part of the capacity development, ADB is helping 
to mitigate the risk of inadequate O&M by including training of MEW and MAIL staff on O&M. 
ADB provided interim O&M funds with the government assurance that they will allocate 
adequate recurrent budget.  
 
85. The technical capacity, project management capacity, and 
financial management capacity of MEW, MAIL, and the Ministry of 
Rural Rehabilitation and Development (MRRD) require 
development. Therefore, capacity building has been an important 
component of ADB’s ANR projects. Experience has shown that 
counterpart capacity is generally inadequate to support project 
implementation. Formal and on-the-job capacity development 
activities have taken place in parallel with project implementation, 
with counterpart staff assuming more responsibility as capacity 
improves. ADB modernized the operating models of MEW, MAIL, 
and MRRD. ADB is enhancing the institutional setup of the River 
Basin Agency, and a sub-basin agency is planned. ADB has also 
advised on the Helmand and Hari Rud river basin master plans, 
which are being finalized for government acceptance. 
 
86. Farmers have also benefitted from the ADF-financed 
capacity building. The Western Basins project alone has trained 
more than 5,700 farmers, including more than 2,000 women. ADF-
financed training has covered a variety of topics, including livelihood activities, management 
practices, and improved water and land productivity. 
 
87. ADB has supported the creation, registration, and capacity building of WUAs. Under the 
Water Resources Development Investment Program, WUAs are being legally established in the 
Lower Balkh Basin and ADB is delivering a core technical training program. MAIL has 
completed the registration of 28 irrigation associations along the main Nangarhar Valley 
Development Authority canal. An assessment of the capacity of the Panj-Amu River Basin 
Agency has also been completed, and a tailored capacity building plan has been developed and 
proposed to MEW. The plan, once approved, could serve as a template for developing similar 
capacity building plans for other river basin agencies in the country. 
 
88. The Western Basin Water Resources Management Project has established and trained 
six WUAs along five canals in Herat Province and one canal in Ghor Province. An additional 12 
communities around the canal systems in the lower Hari Rud Basin have been trained and 
assisted in establishing WUAs for their canals. The project has trained more than 300 
professional, technical, and support staff from the Hari Rud and Murghab River Basin Agency, 
PMU, MEW, and MAIL. 
 

5. Expected Results from Future Operations 

89. Additional results will be delivered through upcoming projects. First is an emergency 
assistance grant of $50 million–$60 million for the Northern Flood-Damaged Infrastructure 
Recovery Project, which will bring assistance to flood-affected victims in northern Afghanistan. 
Expected to be approved in 2014, the project will repair or replace irrigation and village road 
infrastructure, major irrigation infrastructure, and main and secondary road infrastructure—all 
damaged by recent floods. Second is the Panj Amu Basin project (scheduled for approval in 
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2015), which is in the early stage of preparation. ADF resources of $13 million are being 
leveraged with $60 million in cofinancing from the European Union for the project, which will 
improve catchment and water resource management in the Panj Amu basin and enhance water 
distribution and control. Third is the Helmand River Basin project (scheduled for approval in 
2017), which will build on the outputs of the Helmand River Basin Master Plan cofinanced by the 
United Kingdom’s Department for International Development. 
 
90. ADB will strive to achieve better results from capacity building in the ANR sector. The 
CAPE identified weak capacity as a key factor in implementation delays and projects not being 
fully delivered. Greater attention will also be given to sustainability in the ANR sector. 
 

VII. CONCLUSION 
 
91. ADF assistance has made important contributions to Afghanistan’s socioeconomic 
development. ADB operations have promoted inclusive economic growth by (i) providing vital 
infrastructure to urban and rural areas, (ii) creating and expanding economic opportunities, (iii) 
ensuring broader participation in these opportunities, and (iv) promoting greater benefit sharing. 
The provision of transport infrastructure has improved connectivity within Afghanistan and with 
its neighbors, leading to an increase in jobs, trade, and economic opportunities, as well as 
greater access to social services and productive assets, and reduced vulnerability. Power 
infrastructure has created more jobs and increased productivity. Investments in agriculture and 
natural resources have generated jobs, raised rural incomes, and increased food security. 
Nonphysical investments have continued to address the critical need for public sector capacity 
building, as well as better sector governance and O&M. 
 
92. Fostering regional cooperation in a landlocked country has been an important theme of 
ADB’s assistance. Regional cooperation is being achieved in Afghanistan through the provision 
of energy and transport infrastructure to improve connectivity with neighboring countries. 
 
93. Doing business in Afghanistan remains challenging and setbacks do occur. Security is 
expected to remain a major concern for the foreseeable future and will continue to affect ADB 
and other development partners’ projects. However, ADB remains committed to Afghanistan for 
the long term. Having a fully-funded program is crucial for ADB’s continuous involvement in 
Afghanistan and to bring about the expected results. Despite many operational challenges, ADB 
will continue with its focused strategy and business plan to ensure that results are delivered by 
ADF-financed projects. 
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AFGHANISTAN ECONOMIC INDICATORS  

 

 
    FY2009

a 
FY2010 FY2011 FY2012 FY2013 

A. Income and Growth 
     

  
GDP per capita ($, current) 426.5  525.2  576.8  633.8  626.1  

  
GDP growth (%, in constant prices) 21.0  8.4  7.2  11.9  3.3  

B. Savings and Investment (% of GDP) 

   

  
Gross domestic investment 28.9  30.4  29.3  27.5  27.8  

  
Gross domestic saving 31.7  26.5  25.9  23.6  25.2  

C. Money and Inflation (annual % change) 
     

  

Consumer price index (period 
average)

b
 (12.2) 7.7  11.8  6.2  7.4  

  
Broad money 33.1  26.9  21.3  8.9  9.7  

D. Government Finance (% of GDP) 
     

  
Domestic revenues and grants 20.6  22.0  20.8  24.7  26.6  

  
Expenditures 22.1  21.1  21.3  23.7  24.5  

  
Overall balance

c
 (1.6) 0.9  (0.6) 1.1  2.1  

E. Balance of Payments 
     

  
Merchandise trade balance (% of GDP) (50.9) (44.3) (42.0) (40.8) (42.0) 

  
Current account balance

c 
(% of GDP) (2.8) 3.9  3.1  3.9  2.5  

  
Merchandise export ($) growth 2.1  12.3  (5.1) 2.6  (3.4) 

  
 (annual % change) 

     

  
Merchandise import ($) growth (0.8) 11.6  3.3  10.1  (0.1) 

  
 (annual % change) 

     F. External Payments Indicators 
     

  
Gross international reserves ($ million) 4,209.0  5,403.0  6,208.0  6,867.0  6,660.0  

  
(in months of merchandise imports) 6.0  6.4  7.1  7.3  7.3  

  
Total debt service (% of exports) 0.8  1.1  1.3  1.0  1.8  

  
Total external debt (% of GDP) 9.2  8.2  6.9  6.4  6.7  

G. Memorandum Items 
     

  
GDP (current prices, AF million) 615,082 729,905 855,840 1,062,734 1,135,000 

  
Exchange rate (AF/$, period average) 49.3  45.8  47.7  51.0  55.5  

  
 

Population (million) 25.5  26.0  26.5  27.0  27.6  

( ) = negative, GDP = gross domestic product 
     a

 Through 2011, Afghanistan's fiscal year ended on 20 March. Since 2012, the fiscal year ends on 21 December. 
 b

 Kabul-based until 2011, national onward. 
     

   
c
 Including grants. 

     
   

  
     

   
Sources: ADB. Asian Development Outlook; IMF. Regional Economic Outlook and World Economic Outlook; 
Afghanistan Ministry of Finance; Afghanistan Central Bank. 
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ADB LOANS AND GRANTS TO AFGHANISTAN 
 

 

Loan/Equity 

Investment 

No. 

  

Fund 

Type 

Amount 

($ million) 

Date 

Approved 

Date 

Closed Sector Subsector Project Name 

AGRICULTURE AND IRRIGATION 

    

 

Agricultural Production and Markets 

    

  

2083 Agriculture Sector Program ADF loan 55.0 04-May-04 16 Apr-14 

  9100 Rural Business Support JFPR 18.0 12-Dec-06 30-Aug-13 

  

0126 Agriculture Market Infrastructure ADF grant 30.0 21-Nov-08 Active 

  9167 Enhanced Value Chains for Sustainable Livelihood JFPR 18.5 19-Sep-12 Active 

 

Agriculture and Rural Sector Development     

  

9038 Integrated Community Development in Northern Afghanistan JFPR 3.0 26-Dec-03 5-Mar-13 

 

Irrigation, Drainage, and Flood Protection     

    9039 Rural Recovery through Community-Based Irrigation Rehabilitation JFPR 5.0 26-Dec-03 12-Apr-12 

  

2227 Western Basins Water Resources Management ADF loan 47.3 20-Dec-05 Active 

  

0033 Western Basins Water Resources Management ADF grant 14.5 20-Dec-05 Active 

  

0052 Western Basins Water Resources Management Canada grant 8.4 25-Aug-06 Active 

  

0167 Water Resources Development Investment Program–Tranche 1 ADF grant 86.6 06-Oct-09 Active 

  

0170 Water Resources Development Investment Program–Tranche 1 UKNIG 3.3 06-Oct-09 Active 

  9165 Community-Based Irrigation Rehabilitation and Development JFPR 10.0 6-Jul-12 Active 

  0362 MFF Water Resources Development Investment Program – Tranche 2 ADF grant 100.0 8-Oct-13 Active 

      

 

Water-Based Natural Resources Management     

  

9060 Balkh River Basin Water Resources Management  JFPR 10.0 15-Dec-04 10-Jul-12 

EDUCATION       

 

Pre-Primary and Basic Education     

  

9019 Community-Based Gender-Sensitive Basic Education for the Poor JFPR 4.0 10-Sep-02 30-Sep-06 

ENERGY       

 

Conventional Energy      

  

7307 Sungas LLC Equity Facility 8.0
 a
 25-Mar-10  

 

Electricity Transmission and Distribution     

  

0004 Power Transmission and Distribution ADF grant 23.5 14-Apr-05 31-Jul-14 

  

2165 Power Transmission and Distribution ADF loan 26.5 14-Apr-05 Active 

  

2304 Regional Power Transmission Interconnection (Regional) ADF loan 35.0 19-Dec-06 5-Mar-14 

  

0134 Energy Sector Development Investment Program–Tranche 1  ADF grant 164.0 02-Dec-08 Active 

  

0184 Energy Sector Development Investment Program–Tranche 2 ADF grant 81.5 03-Dec-09 Active 

  

0230 Regional Power Transmission Interconnection ADF grant 12.0 18-Nov-10 29-Oct-13 

  

0280 Energy Sector Development Investment Program–Tranche 3 ADF grant 43.0 22-Dec-11 Active 

  

0281 Energy Sector Development Investment Program–Tranche 3 ESDIP 20.0 22-Dec-11 Active 

  

0282 Energy Sector Development Investment Program–Tranche 3 ESDIP 12.4 22-Dec-11 Active 

  0332 Energy Sector Development Investment Program -  Tranche 4 ADF grant 200.0 18-Dec-12 Active 
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Loan/Equity 

Investment 

No. 

  

Fund 

Type 

Amount 

($ million) 

Date 

Approved 

Date 

Closed Sector Subsector Project Name 

  0377 Energy Sector Development Investment Program -  Tranche 5 ADF grant 49.1 4-Dec-13 Active 

  0374 North-South Power Transmission Enhancement Project ADF grant 99.0 25-Nov-13 Active 

  0375 North-South Power Transmission Enhancement Project AITF 117.0 25-Nov-13 Active 

 

 

Renewable Energy 

     

  

9128 Development of Mini Hydropower Plants in Badakshan and Bamyan Provinces JFPR 12.0 28-Nov-08 Active 

FINANCE       

 

Finance Sector Development      

  

0067 Private Sector and Financial Market Development Program ADF grant 56.0 14-Dec-06 13-Apr-09 

  

0068 Private Sector and Financial Market Reforms-Capacity Building ADF grant 4.0 14-Dec-06 28-Jan-11 

 

Investment Funds      

  

2091 Afghanistan Investment Guarantee Facility ADF loan 5.0 24-Sep-04 28-Sep-10 

PRIVATE SECTOR      
 

 

Banking Systems     
b 

  

7199 Afghanistan International Bank Equity Facility 2.60 13-May-04 
 

 

Investment Funds     
 

  

7201 Afghanistan Investment Guarantee Facility Guarantees 10.0 24-Sep-04 
c 

  

7215 Afghanistan Renewal Fund Limited Equity Facility 5.5 28-Jul-05 
d 

 

ICT     
 

  

7202/2098 Telecom Development Company Afghanistan B. V. OCR 35.0 04-Nov-04 16-Sep-06
e 

  

7238/2241 Roshan Phase II Expansion-Telecom Development Company Afghanistan Limited OCR / B-Loan / 

Guarantees 

(Combined) 

85.0 29-Jun-06 16-Jan-08
f  

  

7281/2431 Telecom Development Company of Afghanistan (Roshan) OCR 60.0 29-Jul-08 18-Feb-10
g 

HEALTH AND SOCIAL PROTECTION     

 

Health Systems      

  

9030 Primary Health Care Partnership for the Poor JFPR 3.0 19-Dec-02 20-Nov-11 

MULTISECTOR      

 

Multisector       

  

1954
h
 Postconflict Multisector Program ADF grant 167.2 04-Dec-02 1-Oct-12 

  

1997
i
 Emergency Infrastructure Rehabilitation and Reconstruction ADF grant 130.0 03-Jun-03 1-Jul-13 

PUBLIC SECTOR MANAGEMENT     

 

Public Administration      

  

0030 Fiscal Management and Public Administration Reform Program ADF grant 7.0 14-Dec-05 31-Dec-10 

 

Public Expenditure and Fiscal Management     

  

2215 Fiscal Management and Public Administration Reform Program ADF loan 48.0 14-Dec-05 Active 

TRANSPORT AND ICT      

 

Air Transport      

  

2105 Regional Airports Rehabilitation Project Phase I ADF loan 30.0 23-Nov-04 Active 
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Loan/Equity 

Investment 

No. 

  

Fund 

Type 

Amount 

($ million) 

Date 

Approved 

Date 

Closed Sector Subsector Project Name 

 

Rail Transport      

  

0161 Hairatan to Mazar-e-Sharif Railway ADF grant 165.0 30-Sep-09 5-Apr-13 

 

Road Transport      

  

9037 Emergency Road Rehabilitation JFPR 20 19-Dec-03 12-Jan-10 

  

2140 Andkhoy-Qaisar Road ADF loan 80.0 15-Dec-04 30-Jun-14 

  

0012 Qaisar-Bala Murghab Road ADF grant 55.0 12-Jul-05 Active 

  

2257 North-South Corridor Project ADF loan 78.2 26-Sep-06 Active 

  

0054 North-South Corridor Project ADF grant 40.0 26-Sep-06 19-Aug-13 

  

9097 North-South Corridor Project JFPR 20.0 26-Sep-06 25-Jun-10 

  

0081 Road Network Development 1 ADF grant 176.0 28-Sep-07 Active 

  

0135 Road Network Development Investment Program  

(Tranche 1) 

ADF grant 60.0 02-Dec-08 4-Sep-13 

  

0244 Road Network Development Investment Program  

(Tranche 2) 

ADF grant 

AITF 

310.0 

30.0 

21-Dec-10 

29-May-12 

Active 

Active 

  

9024 Road Employment Project for Settlement and Integration of Returning Refugees 

and Displaced Persons 

JFPR 15.0 03-Oct-02 16-Nov-09 

  

9024 Road Employment Project for Settlement and Integration of Returning Refugees 

and Displaced Persons (Supplementary) 

ADF grant 15.0 26-May-03 16-Nov-09 

  

0076 Road Employment Project for Settlement and Integration of Returning Refugees 

and Displaced Persons (Supplementary) 

ADF grant 12.8 28-Mar-07 30-Jun-11 

  

0261 Transport Network Development Investment Program – Tranche 1 ADF grant 189.0 12-Oct-11 Active 

  

0262 Transport Network Development Investment Program – Tranche 1 AITF 33.0 12-Oct-11 Active 

  0327 Transport Network Development Investment Program – Tranche 2 ADF grant 149.0 10-Dec-12 Active 

  0328 Transport Network Development Investment Program – Tranche 2 AITF 87.0 10-Dec-12 Active 

  0355 Transport Network Development Investment Program – Tranche 3 ADF grant 220.0 11-Sep-13 Active 

        

ADF = Asian Development Fund, AITF = Asian Infrastructure Trust Fund, ESDIP = Energy Sector Development Investment Program, ICT = information and communication 
technology, JFPR = Japan Fund for Poverty Reduction, OCR = ordinary capital resources, UKNIG = United Kingdom and Northern Ireland grant 
a 

The equity investment of $8 million was canceled on 7 March 2011. 
b 

The XARR was prepared on 22 December 2010. The equity investment has not been sold.  
c 

The equity investment was canceled.  
d 

The equity facility was closed in May 2008 after disbursing $462,000. 
e 

Full repayment was made on 21 June 2011.  
f 

Full repayment was made on 21 June 2012.  
g 

Final repayment was made on 21 February 2013.  
h  

The project consisted of finance and governance, transport, and energy sectors. 
i  

The project consisted of transport, energy, and irrigation sectors.
 

Source: Asian Development Bank's loan, technical assistance, grant, and equity approvals database. 
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This map was produced by the cartography unit of the Asian Development Bank. The boundaries, colors, 
denominations, and any other information shown on this map do not imply, on the part of the Asian 
Development Bank, any judgment on the legal status of any territory, or any endorsement or acceptance of 
such boundaries, colors, denominations, or information. 
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AFGHANISTAN 

ADB IRRIGATION AND WATER RESOURCES PROJECTS 

This map was produced by the cartography unit of the Asian Development Bank. The boundaries, colors, 
denominations, and any other information shown on this map do not imply, on the part of the Asian 
Development Bank, any judgment on the legal status of any territory, or any endorsement or acceptance of 

such boundaries, colors, denominations, or information. 


