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REALITY CHECK

ADB SUPPORT TO PAKISTAN’S ENERGY SECTOR

6 GW  
supply-demand gap

10 GW of power coming online 
by 2021 will help, but without 

sector reforms to address cost 
recovery, financial sustainability 

may worsen.

Revenue shortfalls 
Revenue levels that are below 

cost-recovery push power 
sector entities into short-term 
debt to service their working 

capital, reducing their capacity 
to invest in improved facilities.

Circular debt issues
Inadequate tariff structures 
and subsidies, and technical 

and operational inefficiencies 
perpetuate the problem that 
has reached unsustainable 

levels. 

Pakistan is one 
of ADB’s largest 
borrowers in the 

energy sector 
ADB is the largest development 

partner for Pakistan’s 
energy sector

sovereign loan 
commitments

Total value:  
$5.43 billion

nonsovereign 
operations
Total value:  
$725 million

technical 
assistance
Total value:  
$8.3 million
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2005-2017 loans: 
$7.7 billion approved

$6.2 billion committed
$2.9 billion disbursed

Most funding through 
multitranche financing 

facilities

28 12 10



Positive impact  
in  3 key areas

Investments supporting 
transmission, generation from 

conventional sources, and energy 
distribution systems all yielded 

positive results.

Renewables 
share increased

ADB’s nonsovereign operations 
investments supported increases 
in the share of renewable energy, 
albeit with moderate gains. These 

came from investments in wind and 
hydropower. 

No financial  
sustainability to date
Lack of improvement in the 

sector’s financial sustainability and 
institutional efficiency, as circular 

debt keeps increasing.

RESULTS
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More reliable power supply
ADB’s support to expansion of power 
transmission and distribution systems, 

and increasing generation capacity, 
led to significant improvements in 

power supply reliability.



System overload
Upcoming power generation may 

overload the transmission and 
distribution systems, and may threaten 

the financial sustainability of the  
energy sector.  

Lack of incentives
State-owned companies in the 
power sector lack incentives to 

improve their financial and operating 
performance, while independent 

power producers have been adversely 
affected by delayed payments from 

the off-taker.

Reliance on imports
Reliance on imported fuel leads to 
excessive cost of generation. Using 
domestic resources and renewable 

energies would increase energy security, 
improve the balance of payments 
and foreign reserves, and reduce 

greenhouse gas emissions. 

CHALLENGES 
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Political economy
Political economy factors that support 

the status quo and resist reforms 
and transparency, have slowed down 
improvements in the power sector.



Emphasize support for  
improved governance

Strengthening the regulator so it has 
sufficient power and authority, promoting 

mechanisms in sector operations that 
remain in effect through political changes, 
and supporting interagency coordination. 

Address circular debt 
Target its underlying causes by 

implementing new regulation, establishing 
a system for cost-recovery tariffs and 
subsidy rationalization, and reducing 

technical and commercial losses. 

Download the full report at bit.ly/PAK-Energy

 
EVALUATION ILLUSTRATED is a handy, graphic reference 
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evaluations to broad range of clients. Readers are encouraged to 
refer to the main report for any discrepancies. 
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Strengthen support to clean energy 
and conservation 

Investments in renewable energy generation 
and energy efficiency can reduce the cost of 

generation, and mitigate impact on  
climate change. 
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LESSONS

Support integrated energy 
planning

Technical assistance and capacity building 
would improve planning and management 

systems to lead the development of 
energy infrastructures and continued 

investments in transmission and 
distribution. 




