
Evaluation
Independent

RECOMMENDATIONS

In order to increase the effectiveness of the Asian Development Bank’s 
support to the power sector in Pakistan, this evaluation provides the 
following recommendations: 

Strategic

1. Emphasize support to the improvement of governance in the power 
sector, 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.

2. Assist Pakistan in addressing the accumulation of circular debt by 
targeting its underlying causes, implementing the amended NEPRA 
Act, and establishing an effective system of cost-recovery tariffs.

3. Support long-term planning and management systems through 
technical assistance and continue providing infrastructure 
investments in transmission and distribution. 

4. Strengthen support to clean energy and conservation through 
investments in renewable energy generation and energy efficiency, 
as well as review the Renewable Energy Policy and associated 
regulations, to increase the share of renewable energies in the mix, 
reduce cost of generation, and mitigate impact on climate change.

Operational

1. Continue supporting the government with advisory services towards 
developing a competitive electricity market and achieving financial 
sustainability of the power sector.

2. Promote sovereign investments for lowering the cost of base-load 
power generation, building on sound integrated energy planning to 
increase Pakistan’s energy security by reducing its dependency on 
imported fuels.

3. Support implementation of an action plan for DISCO 
commercialization, including efficient infrastructures, energy 
accounting through advanced metering, theft reduction through 
aerial bundled conductors (ABC), area planning and coordination, 
commercialization and privatization analysis and a potential pilot 
project to attract private investors.

4. Strengthen ADB’s internal monitoring and reporting system in order 
to consolidate all project-related information, to enable easy access 
and continuous ongoing management and reporting.

THE EVALUATION IN BRIEF

ADB’s Support to Pakistan Energy Sector (2005–2017)

ADB has been the leading development 
partner in the Pakistan power sector, with 
Board approved financing of $7.76 billion 
from 2005 to 2017. ADB has employed 
an integrated approach that has included 
investments in power transmission and 
distribution, institutional and regulatory 
reforms, sovereign and nonsovereign 
financing for conventional and renewable 
energy generation, and technical 
assistance. 

Working in a very challenging 
environment, ADB has successfully 
supported power transmission and 
conventional power generation, and 
to a lesser extent, power distribution. 
However, it has been less than successful 
in supporting renewable energy, energy 
efficiency, and sector and regulatory 
reform. In addition, the limited progress 
on reforms and the circular debt 
problem makes ADB’s support less likely 
sustainable.

In terms of results, ADB’s efforts to 
increase the power system’s reliability 
and efficiency have been limited. Efforts 
to address the underlying causes of 
circular debt (i.e., cash shortfalls across 
the power supply chain) and the financial 
sustainability of the power sector have not 
led to visible improvements on the ground 
to date. However, without ADB support, 
the situation of the power sector in 
Pakistan would likely be more precarious. 
Consultations with the government 
have confirmed the findings, issues and 
recommendations offered by the report 
and key stakeholders have expressed 
their commitment to address the issues 
that affect the sustainability of the energy 
sector in Pakistan.



ADB ASSISTANCE
Pakistan has been one of ADB’s largest borrowers in 
the energy sector. From 2005 to 2017, Board approvals 
amounted to $7.76 billion, and financing commitments 
totaled $6.17 billion. During this period, there were 28 
sovereign loan commitments totaling $5.43 billion, 12 
nonsovereign operations totaling $725 million, and 10 
technical assistance projects worth $8.3 million. ADB’s 
portfolio covered all energy subsectors: sector reforms 
(18%), generation from conventional sources (22%), 
transmission and distribution (46%), and renewable energy 
and energy efficiency (14%).

 
PERFORMANCE
Amid challenging working conditions, ADB has been 
successful in their support to power transmission and 
conventional generation, and to a lesser extent power 
distribution. It has been less than successful in supporting 
sector and regulatory reform, as well as renewable 
energy and energy efficiency, as many of the outputs and 
outcomes have not been achieved to date.

The overall performance of ADB is rated less than 
successful, while the limited progress on reforms and 
the circular debt problem makes ADB support less likely 
sustainable.

 
RESULTS 

To date, the overall results with respect to addressing 
the causes of circular debt and increasing financial 
sustainability have been modest. ADB efforts have had a 
limited impact on reducing the circular debt flow, which 
has kept increasing rapidly, despite continuous attempts to 
reduce it. 

Increasing institutional efficiency remains work in 
progress. Efforts to date have been much delayed and 
improvements have been limited, although it is too early 
to gauge the benefits from the amended National Electric 
Power Regulatory Authority (NEPRA) Act and the creation 
of the market operator. Commercialization of distribution 
companies (DISCOs) and generation companies remains 
high on the agenda of the government, but progress has 
recently stalled.

ADB efforts to support increased power supply reliability 
and efficiency have been satisfactory in transmission, 
and to a lesser extent in distribution. ADB contributed 
substantially to the improvement and expansion of the 
transmission and distribution network capacity, but 
DISCOs still have high losses and low performance levels. 

ADB’s nonsovereign operations investments have 
supported increases in the share of renewable energy. 
However, limited progress has been achieved in 
significantly improving access to electricity or in improving 
energy efficiency. Safeguards results have been satisfactory 
in general and women have benefitted from the improved 
reliability of the electricity supply.

Without ADB’s assistance, the situation of the power 
sector in Pakistan would likely be more precarious.

 
LESSONS
Incomplete policies and timid reforms cannot fully address 
the underlying causes of circular debt, which jeopardizes 
the financial situation of the sector and the country. 

Continued and strong political support and guidance is 
essential to implement significant reforms.

Neglecting integrated energy planning contributes to 
sector inefficiencies, due to a focus on short-term fixes for 
structural problems. 

Incomplete restructuring and unbundling of the vertically-
integrated power utility Water and Power Development 
Authority (WAPDA) prolongs the reliance on government 
subsidies and bailouts to the power sector. 

ISSUES
Regarding external issues, upcoming power generation may 
overload the transmission and distribution systems (the 
weakest link of the power system) and may threaten the 
financial sustainability of the energy sector. Power sector 
state-owned companies do not have sufficient incentives 
to improve their financial and operating performance, 
while IPP operations have been adversely affected by 
delayed payments from the off-taker. Inter- and intra-
agency coordination is poor, while political economy 
factors that support the status quo and resist reforms and 
transparency, have slowed down improvements in the 
power sector.

With respect to internal issues, ADB’s analytical and 
capacity building support to improve the performance 
of the power sector entities has not been sufficient, 
and policy-based load programs have failed to trigger 
substantial reforms to date to contain circular debt. 
Further, design flaws of MFF programs have reduced the 
effectiveness of the portfolio, and ADB internal reporting 
and availability of information on the Pakistan energy 
portfolio has not been adequate.
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