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EXECUTIVE SUMMARY 
 

Development 
Context 

Following the ouster of the Taliban regime in late 2001 and the 
establishment of a democratically elected government, Afghanistan 
embarked on a process of reconstruction and development. Although 
significant progress has been made, the country’s reconstruction has 
been compromised by ongoing conflict, critically weak state institutions, 
and somewhat ineffective coordination of international donor support. 
Afghanistan thus remains a least developed country, with high incidence 
of poverty, poor social indicators, low average per capita gross domestic 
product, weak infrastructure and institutions, and critical human resource 
gaps. In addition, widespread insecurity, unemployment, and the slow 
pace of reconstruction efforts continue to jeopardize its continued 
recovery. The Afghanistan Compact, an international agreement 
between the Government of Afghanistan and its development partners, 
and the Government’s Afghanistan National Development Strategy 
(ANDS) are both grounded in the Millennium Development Goals and 
the Paris Declaration on Aid Effectiveness. Both include a series of 
benchmarks and targets to monitor overall progress. A Joint 
Coordination Monitoring Board, comprising members of the Government 
and its development partners, meets up to four times a year to provide 
oversight to the implementation of the Afghanistan Compact and the 
ANDS, including decisions on any additional or corrective action 
required to achieve overall targets. 
 

Government 
Development 
Strategy 

The Government’s overall vision, as articulated in the ANDS, is to 
consolidate peace and stability through just and democratic processes 
and institutions, and to reduce poverty and achieve prosperity through 
broad based and equitable economic growth. 
 
The ANDS features three mutually supporting pillars: (i) security; 
(ii) governance, rule of law, and human rights; and (iii) economic and 
social development. The ANDS indicates that progress across all fronts 
is needed to reduce poverty and promote prosperity. The economic and 
social development pillar includes the following sectors: agriculture and 
rural development; education, culture, youth, and media; energy, water, 
and irrigation; health and nutrition; mining; private sector development; 
refugees, returnees, and internally displaced persons; social protection; 
transport; information and communications technology; and urban 
development. The ANDS also identifies anticorruption activities, capacity 
development, counter-narcotics, environment, gender equity, and 
regional cooperation as important crosscutting concerns. Rural 
development, and particularly the links between jobs, production, and 
markets, is also seen as crucial to reducing widespread poverty. 
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Government 
Development 
Strategy (continued) 

The ANDS process included the preparation of ministry and agency 
strategies and provincial development plans as well as the elaboration of 
prioritized and costed sectoral strategies. The ANDS process was also 
informed by subnational and other consultations. The Afghanistan 
National Development Strategy was approved as a full Poverty 
Reduction Strategy Paper by the executive boards of the World Bank 
and the International Monetary Fund in June 2008.  
 

Asian Development 
Bank (ADB) 
Development 
Strategy 

The Afghanistan country partnership strategy (CPS) 2009–2013 is fully 
aligned with ANDS priorities and planned outcomes. ADB’s ongoing and 
future investments will continue to support Afghanistan’s further 
economic growth, thus contributing to the country’s economic and social 
development and poverty reduction.  At the Government’s request, and 
in line with ADB’s Strategy 2020, ADB’s assistance to Afghanistan will 
continue to focus on a limited number of priority sectors and subsectors. 
The CPS results framework reflects higher level Afghanistan Compact 
and ANDS benchmarks, with ADB assistance contributing to the 
following development outcomes: 
 
• improvements to road and energy infrastructure, as well as 

support for Afghanistan’s agriculture and natural resources sector, 
will contribute to average gross domestic product (GDP) growth of 
at least 9% per year;  

• the initial rehabilitation of the Afghanistan ring road, and 
connecting links to neighboring countries, will be mostly 
completed by the end of 2009, which will allow an increase in 
average journey speed from the current 35 kilometers per hour to 
50 kilometers per hour on regional and national road networks by 
2012;  

• at least 65% of urban households, and 25% of rural households, 
will have access to power by 2010;  

• there will be a 20% expansion from 2005 levels in the area under 
irrigation by 2010, leading to an annual increase in agricultural 
output of 6% per year and in agricultural exports of 9% per year;   

• overall investments in regional cooperation, trade facilitation, and 
road rehabilitation will help increase the value of official trade with 
neighboring countries from $4.7 billion in 2005 to $12 billion in 
2016;  and 

• a better enabling environment for private sector investment, 
together with catalytic private sector investments, will help ensure 
that private sector investment increases from 4% of GDP in 2005 
to 6% of GDP by 2010. 
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Priority Sectors 
and Themes 

ADB’s priority sectors and themes are described in detail in the road 
maps in Appendix 6.  
 
Sectors  
 
• Energy (including power generation, transmission, and distribution; 

the development of indigenous energy resources such as micro, 
small, and medium hydropower; and regional trade in energy); 

• Transport and communications (with focus on rehabilitation and 
construction of national roads and railways, including links with 
neighboring countries);  

• Agriculture and natural resources (including irrigation and water 
resource management and agriculture market infrastructure); and 

• Governance (with focus on public resource management).  
 
Themes 
 
• Counter-narcotics 
• Gender and development  
• Governance 
• Private sector development 
• Regional cooperation 
 

Financing 
Envelope 

At the June 2008 International Conference in Support of Afghanistan, 
ADB pledged an additional $1.3 billion in support of Afghanistan’s further 
reconstruction and development. With this pledge, ADB is Afghanistan’s 
fifth largest donor (after the United States, the United Kingdom, the 
World Bank and the European Commission).  
 
Following the International Development Association’s approach to 
postconflict assistance, Afghanistan will begin a 6-year phase out from 
exceptional postconflict assistance beginning with its 2009-2010 biennial 
allocation. For these 2 years Afghanistan will receive its performance 
based allocation (PBA) plus a premium as exceptional assistance. The 
premium will be the country’s ADF IX allocation ($200 million per year) 
scaled up in proportion to the increase in Asian Development Fund 
(ADF) operations as a result of the ADF X replenishment exercise. 
Afghanistan’s allocation for the 2009–2010 biennium will therefore be 
$570.73 million (or $285.37 million per year).  
 
Afghanistan’s allocation for the subsequent two bienniums (2011–2012 
and 2013–2014) will be reduced on a pro-rata basis until Afghanistan’s 
ADF allocation is determined through ADB’s regular PBA system. For 
planning purposes, the 2011 and 2012 ADF allocations have been 
targeted at a minimum of $250 million per year.   
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Financing 
Envelope 
(continued) 

In accordance with ADB’s ADF grant framework, the proportion of grant 
assistance to Afghanistan is based on its risk of debt distress. As the 
latest debt sustainability analysis indicates that Afghanistan is at a high 
risk of debt distress, its ADF allocation will continue to be on a 100% 
grant basis for the foreseeable future. As stipulated in the grant 
framework, no volume discount will be applied given Afghanistan’s 
postconflict status.  
 

Partnership 
Arrangements 

The Afghanistan Compact/Afghanistan National Development Strategy 
Joint Coordination Monitoring Board (JCMB) meets at least quarterly to 
monitor progress in implementation of the Afghanistan Compact and 
ANDS, discuss emerging priorities or necessary changes in strategy, 
and identify and address key difficulties or other implementation 
constraints or bottlenecks. A Government Coordinating Committee, 
supported by standing committees for each of the three ANDS and 
Afghanistan Compact pillars, has primary responsibility for overseeing 
the implementation of the ANDS and the Compact, including reporting 
on progress towards benchmarks as well as the country’s core economic 
policy objectives. In addition to the Government Coordinating 
Committee, the Ministry of Finance chairs a Government-donor Aid 
Effectiveness Working Group that focuses on alignment with the Paris 
Declaration. A donor External Advisory Group meets regularly to discuss 
key coordination and partnership issues. The United Nations Assistance 
Mission in Afghanistan (UNAMA) also convenes ad hoc meetings to 
discuss security, development, and humanitarian coordination issues.   
 

Risks and 
Mitigating Actions 

The deteriorating security situation, including widespread insurgency 
and increasing criminality, is the greatest risk to Afghanistan’s further 
reconstruction and development. The drug economy, with its links to 
insurgency and crime, is also a major challenge, as are the 
macroeconomic uncertainties and risks associated with global financial 
conditions. While continued economic and social development, including 
improved provision of government services and expanded employment 
opportunities, will address many of the causes of conflict, poor security 
compromises the reach and impact of development efforts. In addition to 
its investment in Afghanistan’s economic infrastructure, ADB will 
continue to provide Afghanistan with institutional and capacity 
development support to improve development effectiveness.  
 



 

 

I. DEVELOPMENT CONTEXT: CURRENT TRENDS, ISSUES, AND CONSTRAINTS 

A. Conflict and Security Issues  
 
1. War and civil conflict resulted in the deaths of over 1 million Afghans between 1978 and 
the end of 2001, with a further 1 million left orphaned or disabled. Up to one third of the 
population became refugees, with many others displaced from their homes. Many villages and 
other urban areas were devastated, and landmines and other unexploded ordnance restricted 
agriculture production. As the result of years of war, most of Afghanistan’s basic infrastructure 
was destroyed, including schools, clinics, roads, bridges, water resources, irrigation systems, 
and the power grid. The education of an entire generation of young Afghans was disrupted. The 
widespread destruction of much of Afghanistan’s economic and social infrastructure, 
exacerbated by already endemic poverty, continues to constrain the country’s further 
reconstruction and development.  
 
2. Since 2001, considerable progress has been made in laying the foundations for 
sustained improvements in stability and governance. Elections have been held, a functioning 
administrative structure has been established, and international support is helping to retrain and 
professionalize the country’s military and police forces. Despite such progress and the presence 
of some 70,000 international troops as of September 2008, Afghanistan continues to suffer 
ongoing, and in some areas increased, insecurity due to the resurgence of the Taliban and 
other anti-government elements as well as the continued presence of other illegally armed 
groups. Since 2005, insecurity has spread to parts of the country previously unaffected by 
insurgency, with armed groups using targeted assassinations of government and military 
personnel; vehicle- and body-borne improvised explosive devices aimed at government staff, 
national and international military personnel, international and domestic development workers, 
contractors and consultants, as well as the civilian population; and kidnappings and beheadings.  
Such tactics contribute to a general sense of insecurity and undermine confidence in the 
Government. In addition, the size of Afghanistan’s drug economy and the production and 
trafficking of narcotics contributes to criminality, corruption, and insecurity.    
 
3. Insecurity threatens the reconstruction effort because it limits access to populations 
living in insecure areas, makes it difficult for the Government to extend public services, diverts 
donor funding to military or security expenditures rather than to core development activities, 
increases project costs because of the need for costly security measures, limits interest from 
bidders in reconstruction contracts, makes it difficult to recruit international contractors and 
consultants (including expatriate Afghans) who are prepared to work in Afghanistan, and also 
erodes popular support for Government staff and international military and civilian personnel. 
Widespread and potentially deepening insecurity thus necessitates increased attention to 
appropriate risk mitigation measures.   
 
B. Poverty Reduction and Economic Growth 

4. Pervasive Poverty and Vulnerability. Afghanistan’s human development indicators are 
among the lowest in the world, comparable to only a few of the poorest landlocked or war-torn 
countries of subSaharan Africa.1 Although poverty measurement in Afghanistan is severely 
                                                 
1  Because of unreliable or outdated statistical data, Afghanistan is not included in the United Nations Development 

Programme’s (UNDP’s) 2007 Human Development Index. Various statistical indicators provided for Afghanistan, 
however, place Afghanistan among the lowest rank of countries, and certainly the lowest in the entire Asia and 
Pacific region. UNDP. 2007. Human Development Report 2007/2008. Fighting climate change: Human solidarity in 
a divided world. New York. (p. 233). The 2007 Afghanistan Human Development Report ranks Afghanistan as 
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constrained by a lack of quality data, the available figures paint a dire picture. Some 12 million 
Afghans, or 42% of the population, live below the poverty line, with incomes of about $14 per 
month per capita, with a further 20% of the population only slightly above the poverty line, 
indicating high vulnerability. Food poverty (those unable to purchase sufficient food to guarantee 
the world standard minimum food intake of 2.100 calories per day) is estimated to affect about 
45% of the population.2  In addition, life expectancy in Afghanistan is under 45 years (at least 10 
years below that of any other Asian country); over 20% of all Afghan children die before the age 
of 5; half of Afghanistan’s school-age children are not in school; 57% of the population is under 
18 years of age but with little hope of full-time employment; in much of the country over 80% of 
the people are illiterate; and gender inequality is rife across all sectors, resulting in particularly 
difficult circumstances for women.3  As a result of widespread drought in 2008, the United 
Nations estimated that up to one third of the country’s population, some 11 million people, would 
require food assistance over the winter months, with some analysts predicting famine conditions 
in some isolated communities.  
 
5. While the Government, with support from its international development partners, has 
successfully laid the foundations for Afghanistan’s social and economic recovery and has made 
real progress on many fronts, the achievement of the country’s Millennium Development Goals 
(MDGs) will require firm Government commitment as well as extensive, predictable, and 
sustained international assistance.4  
 
6. Recent Economic Performance. Despite its many development challenges, 
Afghanistan’s recent economic performance has been quite remarkable. The annual inflation 
rate fell sharply from 24.1% in FY2003 to 13.0% in FY2007, although it increased again in 
FY2008 to 24.0% because of higher prices for imported fuel and foodstuffs. The International 
Monetary Fund (IMF) estimates that the real economy (excluding opium production) grew by 
16.1% in FY2005, 8.2% in FY2006, and 11.5% in FY2007. Average per capita gross domestic 
product (GDP) increased from $186 in FY2003 to an estimated $323 in FY2007. Annual export 
growth as a percentage of GDP has reached more than 20% over the last 3 years. Government 
revenue increased from 6.4% of GDP in FY2005 to an estimated 8.2% in FY2007. At the same 
time, Afghanistan’s recent economic growth has been fuelled by large inflows of foreign 
assistance and increased earnings from opium production, both of which have increased 
domestic demand for goods and services. Sustained economic growth is required to generate 
the increased government revenues that will be needed to fund the Government budget as well 
as more targeted poverty reduction initiatives. Appendix 1 (Table A1.2) details Afghanistan’s 
impressive recent economic growth.  
                                                 

174th of 178 countries, ahead of only Burkina Faso, Mali, Sierra Leone, and Niger. Center for Policy and Human 
Development. Afghanistan Human Development Report 2007 Bridging Modernity and Tradition: Rule of Law and 
the Search for Justice. Kabul. 2007. Afghanistan’s key Millennium Development Goals (MDGs) and the country’s 
economic, social and poverty indicators are summarized in Appendix 1, Tables A1.1, A1.2, and A1.3. 

2 Islamic Republic of Afghanistan. 2008. Afghanistan National Development Strategy 1387-1391 (2008-2013): A 
Strategy for Security, Governance, Economic Growth and Poverty Reduction (ANDS). Kabul. p. 27.  

3 Islamic Republic of Afghanistan. 2005. Millennium Development Goals Islamic Republic of Afghanistan Country 
Report 2005 Vision 2020. Kabul (pp. xviii–xix).  

4 An assessment of Afghanistan’s progress against the global MDG targets is difficult given the lack of reliable 1990 
baseline data. In addition, Afghanistan lost out on more than two decades of development due to civil conflict, and 
a 2015 target for achievement of the MDGs would give Afghanistan only 10 years to achieve what other countries 
were expected to achieve over a much longer period. Afghanistan thus decided to “Afghanize” the targets and the 
end-date for their achievement to make the targets more meaningful and to provide an overall vision for the year 
2020. Even with a 5-year extension of the normal MDG timeframe, Afghanistan’s Country Report 2005 rates only 
two of the 25 MDG targets as “probably” being met by 2020; the other targets are rated as “potentially” being met. 
The Country Report also rates the policy environment for achieving 19 of the targets as “fair” with 6 targets rated as 
“weak but improving”. County Report 2005 Vision 2020, pp. xxiii-xxiv. See Appendix 1, Table A1.1.  
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7. Sources of Economic Growth. As indicated in Table 1, the major contributors to 
Afghanistan’s economic growth have been services (especially transport) and industry (mostly 
construction, but also energy, albeit from a very low base). Growth in the manufacture of food 
and beverage products has also contributed to economic growth. Agricultural output, and 
especially cereal production, remains highly susceptible to drought or other adverse weather 
conditions.  
 
8. As for the country’s drug economy, the Afghanistan National Development Strategy 
(ANDS) emphasizes that “the impact of the opium economy on the overall economy, polity, and 
society is profound, including some short-term economic benefits for the rural population. 
However, these are vastly out-weighed by its adverse effects on security, political normalization, 
and state building, which are key elements of high, sustainable and quality growth.”5 
 

Table 1: Gross Domestic Product at Constant Pricesa 
(annual percentage change) 

 
FY2003 

(%) 
FY2004 

(%) 
FY2005 

(%) 
FY2006 (est) 

(%) 
Agriculture 16.9 (17.1) 6.7 (21.1) 
  Cereals 15.9 (20.7) 9.5 (15.3) 
  Other crops and nonfoods 71.6 (5.0) – – 
  Livestock 1.3 1.0 (7.3) 2.0 
Industry 11.9 32.4 23.9 21.3 
  Mining (4.2) 26.0 17.7 10.0 
  Manufacturing 7.4 21.9 19.5 16.4 
  Construction 25.8 60.0 32.2 30.0 
  Power 132.8 69.9 20.0 1.3 
Services 13.8 34.6 14.6 18.5 
  Trade (5.5) 30.1 6.7 14.1 
  Transport and telecommunications 41.1 50.0 10.5 26.6 
  Public administration 14.2 24.0 59.9 21.3 
  Other services 1.5 15.6 – – 
GDP at constant prices 15.7 8.0 14.5 7.4 
a The authorities’ national accounts numbers include opium production in the agricultural sector.  
– = not available. 
FY = fiscal year 
Source: International Monetary Fund (IMF). 2008. Country Report No. 08/72, Statistical Appendix. Washington, DC. 
p. 6. 

 
9. Narrow Economic Base. Agriculture (mostly cereal crops, but also horticulture and 
livestock) is the major legal domestic source of economic value-added. Agriculture’s share of 
official GDP fell from 49% in FY2003 to an estimated 32% in FY2006, including a marked 
decline in the share of cereals because of widespread drought conditions. Service sector output 
grew steadily, increasing from 30% in FY2003 to an estimated 38% in FY2006, including strong 
growth in both transport and communications and public administration. The share of industry 
increased from about 20% of GDP in FY2003 to 27% in FY2006, mostly because of strong 

                                                 
5 ANDS (Ref. 2). p. 42.  
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growth in construction. Manufacturing accounts for only 15% of GDP, with food and beverages 
accounting for most manufacturing activity.6  
 
10. An estimated 80–90% of economic activity is in the informal sector because of continued 
insecurity, the lack of the rule of law, a weak private sector regulatory and financial environment, 
and the tax regime. Informal firms typically remain small, avoiding investments in productive 
assets or technology that would enable them to achieve economies of scale, move into higher 
value-added activities, or to generate employment opportunities. Poor infrastructure, limited 
access to finance, and weak business skills also constrain more formalized economic activity.   
 
11. Recent economic growth has been concentrated in Kabul and a limited number of 
regional centers, with only limited links to the country’s rural areas. Rural employment creation 
has been insignificant, particularly in relation to the return over the past 5 years of some  
4.5 million Afghans from Pakistan (3 million) and Iran (1.47 million). Building Afghanistan’s 
human, institutional, and infrastructure foundations will be critical to the development of a more 
diversified economic base that will contribute to sustained strong growth in both legal incomes 
and employment.  
 
12. Debt Sustainability. In July 2007 the boards of the IMF and the World Bank approved 
Afghanistan’s “decision point” under the Highly Indebted Poor Countries (HIPC) Initiative, 
allowing Afghanistan to receive interim debt relief from certain creditors. In order to qualify for 
irrevocable debt relief at the HIPC “completion point”, the Government committed itself to 
implementing a broad set of reforms encompassing public financial management, public 
expenditure policy, and other structural and social measures. The Government has pledged to 
strengthen its debt management capacity to complement plans to align the ANDS reform 
agenda with a sustainable midterm financial framework. In this regard, the Government is 
committed to securing mainly grant financing from donors and undertaking only limited 
borrowing on highly concessional terms. In May 2008 the Board of Directors of the Asian 
Development Bank (ADB) approved the provision of debt relief to Afghanistan under the HIPC 
Initiative. As a result, ADB will provide Afghanistan with some $105 million in debt relief over a 
20-year period (or approximately $59 million in net present value terms), with interim relief 
beginning in 2008. A 2008 debt sustainability analysis conducted by staff of the IMF and the 
World Bank indicates that Afghanistan continues to be at high risk of debt distress.7 The 
analysis further indicates that the implementation of Afghanistan’s poverty reduction strategy, 
supported by HIPC debt relief, will help Afghanistan accelerate progress toward its Millennium 
Development Goals (MDGs). 
 
13. Employment Generation. The Government recognizes that employment generation is 
the key to poverty alleviation.8 According to the ANDS, “The high poverty and unemployment 
rates as well as their characteristics suggest that there is a need to sustain high growth rates in 
the medium-term (sustainability) and that the results of high growth should reduce poverty and 
generate employment (quality).”9 As indicated by the ANDS, more private investment is needed 
to generate employment. In turn, access to markets and electrical power, and a supportive 

                                                 
6 All data in this paragraph are from the IMF (IMF. 2006. Country Report 06/114. Islamic Republic of Afghanistan: 

Selected Issues and Statistical Appendix. Washington, DC. p. 77; IMF. 2008. Country Report No. 08/72, Islamic 
Republic of Afghanistan: Selected Issues and Statistical Appendix. Washington, DC. p. 7). 

7 IMF. 2008. Islamic Republic of Afghanistan Joint Bank/Fund Debt Sustainability Analysis 2008. Washington, DC. p. 
3.  

8 There are currently no reliable data on employment, unemployment and underemployment in Afghanistan. The 
ANDS indicates that “the unemployment rate hovers at around 40 percent”. ANDS (Ref. 2), p. 40.  

9  ANDS (Ref. 2), p. 40.  
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enabling environment are needed to create incentives for more investment. Greater security and 
better protection of property rights are critical preconditions for private investment. In 
Afghanistan, informal enterprises—mostly agriculture-based—are responsible for most private 
investment and employment and will play a key role in absorbing labor and in reducing poverty 
in the medium term. In addition, more regional cooperation can be expected to provide 
opportunities for the transfer of the technology, skills, and capital needed to accelerate 
employment creation. A lack of skilled labor results in high wage costs, adversely affecting both 
Government and private sector efforts to recruit qualified personnel. The shortage of skilled 
labor also negatively affects the competitiveness of domestic industry in relation to that of 
neighboring economies.    
 
14. Rural-Based Society. The rural poor—who make up the majority of the country’s 
poor—account for about 80% of the population. According to 2005 National Risk and 
Vulnerability Assessment (NRVA) data, about 45% of rural and Kuchi (nomad) populations 
appear to be poor compared 27% of those who live in urban areas.10 Rural populations also 
have the highest rates of food insecurity, with 45% not meeting minimum food requirements. In 
addition to high food insecurity, rural households have less access to infrastructure and basic 
public services. The level of education is low, with high rates of Illiteracy. Rural households are 
highly dependent on agriculture, although non-farm activity has started to play a bigger role in 
the coping strategy of the rural poor. Efforts to eradicate hunger and reduce poverty must 
include a strong focus on improving market access, and on creating employment and other 
income-generating opportunities in rural areas. With so much of the population directly 
dependent on agriculture, yet with limited arable land and a youthful and rapidly increasing 
population, further agriculture sector growth (and poverty reduction) will depend on agricultural 
expansion and diversification as well as on improvements in the agriculture value chain 
(production, processing, packaging, transport, and marketing). In addition, higher rural non-farm 
incomes will help reduce the vulnerability of the poor to risks inherent in agriculture production, 
and ensure more equitable economic development. The ANDS strategic vision for agriculture 
and rural development is to ensure the social, economic, and political well-being of rural 
communities, especially poor and vulnerable people, while stimulating the integration of rural 
communities within the national economy. As outlined by the ANDS, “This will require 
transforming agricultural production so that it is more productive and increasingly commercially 
oriented and expanding off-farm employment opportunities as the basis for increasing incomes 
among the rural population.”11  
 
15. Opium Economy. Afghanistan accounts for a major and increasing share of world 
opium production. In 2007, on only 4.3% of the country’s total agricultural land, Afghanistan’s 
poppy farmers produced 93% of the world’s total opium crop. As detailed in Table 2, in 2008 
some 157,000 hectares of opium poppy were cultivated in Afghanistan, with 98% of cultivation 
confined to seven provinces in the country’s south and southwest (with Helmand province alone 
accounting for 66% of Afghanistan’s total cultivation).12 While 2008 saw a 19% decrease from 
2007’s record cultivation, yields were higher (48.8 kilograms/hectare compared with 42.5 
kilograms/hectare in 2007) so opium production decreased by only 6%, (from 8,200 metric tons 
of opium in 2007 to 7,700 metric tons in 2008). If all of Afghanistan’s opium were converted into 
heroin (using a 7:1 ratio), Afghanistan’s poppy fields produced the equivalent of some 1,100 
metric tons of heroin in 2008.13  

                                                 
10 ANDS (Ref. 2), p. 30. 
11 ANDS (Ref. 2), p. 87. 
12 United Nations Office on Drugs and Crime (UNODC). 2008. Afghanistan Opium Survey 2008. Vienna. p.5. 
13 UNODC, Afghanistan Opium Survey 2008, p. 9. 
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16. The total number of households involved in growing poppy in 2008 is estimated at 
366,000, a reduction of 28% compared with 2007. Of these, 266,862 families (73%) were in the 
country’s southern provinces. Given an average of 6.5 members per household, this represents 
an estimated total of about 2.38 million persons, or more than 10% of Afghanistan’s total 
estimated population.14 The gross income for farmers who cultivated opium poppy was 
estimated at $732 million in 2008, down from 2007, when farm-gate income for opium was 
estimated at $1 billion. The farm-gate value of opium as a proportion of GDP decreased in 2008 
to 7%, compared with 13% in 2007.15 However, overall the total value of opium production in 
2007 was estimated at $4 billion, equivalent to 40% of the country’s licit GDP, or about 29% of 
estimated total nominal GDP, including narcotics.16  
 
17. In 2008, the weighted average farm-gate price of fresh opium at harvest time fell to $70 
per kilogram, 19% lower than in 2007, and almost one-fifth of the price in 2001. Between 2007 
and 2008 the farm-gate price of dry opium also fell by 22%, reaching $95 per kilogram 
(weighted price) at harvest time.17 One possible explanation for the general decreasing trend in 
the farm-gate price of opium is the build-up of stored surplus as the result of record production 
in 2007 and 2008—well above the estimated global demand for illicit opium.18  
 

Table 2: Global Illicit Cultivation of Opium Poppy and Production of Opium 
 
 Cultivation in Hectares (‘000) 
 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 

Afghanistan 57 58 64 91 82 8 74 80 131 104 165 193 157 
World 258 252 238 216 222 142 180 169 196 152 201 235 – 
% of World 
Cultivation  22.1 23.0 26.9 42.1 36.9 5.6 41.1 47.3 66.8 68.4 82.0 82.0 – 

 
 

 
Potential Production of Opium (metric tons) 

 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 
Afghanistan 

 
2,248 2,804 2,693 4,565 3,276 185 3,400 3,600 4,200 4,100 6,100 8,200 7,700 

World 4,355 4,823 4,346 5,764 4,691 1,630 4,520 4,783 4,850 4,620 6,610 8,847 – 
% of World 
Production  51.6 58.1 62.0 79.2 69.8 8.8 75.2 75.3 86.6 88.8 92.3 92.7 – 

– = not available. 
Source: United Nations Office on Drugs and Crime. 2008. World Drug Report, Vienna. p. 38. 2008 data from 
UNODC. 2008. Afghanistan: Opium Survey 2008. Vienna. p. 3.   
 
18. In 2008 the indicative gross income from opium per hectare was $4,662, down from 
$5,200 in 2007. By way of comparison, the indicative gross income from wheat per hectare in 
2008 was $1,625, a dramatic increase over only $546 per hectare in 2007 because of increases 
in the global price of wheat. Nevertheless, even with record wheat prices and opium’s higher 
labor costs, the production of poppy is as much as three times more profitable for farmers than 
any alternative and legal agricultural crop. In 2008, the United Nations Office on Drugs and 

                                                 
14 No census has been conducted in Afghanistan since 1990.  A census was planned for 2008 but was postponed 

due to lack of funding and so as to not conflict with the electoral registration process in the lead-up to the 2009 and 
2010 elections. In 2007 Afghanistan’s population was estimated to be some 27.6 million.  

15 UNODC. Afghanistan Opium Survey 2008. p.15 
16  IMF. 2006. Islamic Republic of Afghanistan Seventh Review Under the Staff-Monitored Program and Request for a 

Three-Year Arrangement Under Poverty Reduction and Growth Facility. Washington, DC. p. 25. 
17 UNODC. Afghanistan Opium Survey 2008. p. 12. 
18 UNODC. Afghanistan Opium Survey 2008. p. 15. 
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Crime (UNODC) reported that, although poppy cultivation in Afghanistan decreased in 2008, 
cultivation of cannabis was reported in 14 provinces, with the average price of cannabis in July 
2008 reaching $56 per kilogram. At such prices, and given lower cash labor costs, farmers who 
cultivate cannabis can earn approximately the same net income as farmers who grow opium. 
Given ongoing efforts to reduce poppy cultivation, some Afghan farmers may thus simply switch 
to cannabis production.19 
 
19. In addition to its impact on employment and rural incomes, opium poppy production has 
strong links to poverty, economic development, security, and governance. Cultivation of opium 
poppy plays an important role in rural livelihood strategies, providing access to land, credit, and 
on-farm and off-farm income for the country’s rural population. For many Afghan families, 
cultivation of poppy is essential for economic survival. The income generated by the production 
and trade in opium also has a multiplier effect throughout the entire economy. At the same time, 
Afghanistan’s drug economy is a major source of corruption and criminality, with opium-related 
profits helping to finance anti-government activities. As detailed in UNODC’s 2008 Afghanistan 
Opium Survey, the distinct geographical overlap between regions of opium production and 
zones of insurgency proves the inextricable link between drugs and conflict.20 Tracking the 
number of security incidents by province and region over the past few years shows a strong 
correlation between opium cultivation and lack of security. The Government’s credibility is 
reduced by the sheer scale of opium poppy production, by its limited capacity to reduce 
cultivation effectively and sustainably, and by its limited success in controlling the narcotics 
trade.  
 
20. As is outlined in a 2008 joint report by the Department for International Development 
(DFID) of the United Kingdom and the World Bank, cultivation of opium can be sustainably 
reduced only when farmers (and particularly poor farmers) and rural laborers can be provided 
with enough markets, land, water, credit, food security, and employment to provide a minimum 
legal livelihood. At the same time, legal livelihoods can only be sustained under conditions of 
decent governance and security that allow the development of legal markets, the accumulation 
of assets, and the growth of normal economic activities and relations.21 As identified in the 
report, four key areas of development that have the most relevance as entry points for shifting 
economic incentives away from opium and toward the legal economy are: (i) agriculture, 
irrigation, and livestock; (ii) rural enterprise development, (iii) rural infrastructure, and (iv) local 
governance.22   
 
21. The ANDS identifies counter-narcotics as a key crosscutting issue, and the Government 
has requested donor assistance to help implement its national drug control strategy, which aims 
to eliminate the production, consumption, and trafficking of illicit drugs through strengthened and 
diversified legal rural livelihoods, a reduction in the demand for illicit drugs and the expansion of 
treatment for drug users, as well as strengthened state institutions capable of controlling the 
narcotics trade.  
 
C. Political Environment 
 
22. Following the ouster of the Taliban regime, the Bonn Agreement guided a process of 
political normalization that included the establishment of an Emergency Loya Jirga (Grand 
                                                 
19 UNODC. Afghanistan Opium Survey 2008. p. 23. 
20 UNODC. Afghanistan Opium Survey 2008. pp. vii and 19.  
21 United Kingdom Department for International Development and the World Bank. 2008. Afghanistan  Economic 

Incentives and Development Initiatives to Reduce Opium Production. Kabul. p. v.   
22 Ibid, p. v.  
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Council) to elect the head of a Transitional Administration, the drafting of a new constitution 
subsequently adopted by a Constitutional Loya Jirga, and national elections under the 
constitution to elect a “fully representative government”.23 A presidential election was held in 
October 2004, and a new cabinet was appointed in December 2004. Parliamentary and 
provincial council elections were held in September 2005, leading to the establishment of a 
bicameral National Assembly in December 2005. The 2005 elections were held on a non-party 
basis so as to avoid coalitions based on ethnic or other groupings that might divide the country. 
Since then, however, a number of somewhat fluid political groups have emerged, and these 
may have a significant impact on the political landscape in the future. Presidential and provincial 
council elections are scheduled for September 2009, with a parliamentary election planned for 
2010. Although the National Assembly has assumed an increasingly important oversight role on 
budgetary matters, tensions exist between the two houses of the National Assembly and the 
government’s executive branch on policy and other matters.   
 
23. In accordance with the Bonn Agreement, the United Nations Security Council in 2001 
authorized the deployment of an International Security Assistance Force (ISAF) to assist the 
Afghan authorities to maintain security. Originally deployed only to Kabul and surrounding 
areas, ISAF has been deployed more widely under the command, since 2003, of the North 
Atlantic Treaty Organization. In 2006, ISAF assumed overall command of international military 
forces in Afghanistan, with additional troops continuing to target insurgents or other anti-
government elements as part of the US-led Operation Enduring Freedom. As of September 
2008 there were some 70,000 international military and police personnel in Afghanistan. 
Military-led provincial reconstruction teams have been established in most provinces to provide 
local security and stability and to support reconstruction and development efforts. 
 
24.  In addition to the international military presence, the international community has 
assisted in the establishment of a new Afghan National Army (ANA) as well as the retraining of 
the Afghan National Police.24 Between 2003 and 2005, some 60,000 former combatants were 
disarmed and demobilized. The internationally-supported Disbandment of Illegal Armed Groups 
program has helped to reintegrate former combatants.25 Although Afghanistan has made some 
progress in the development and implementation of a disarmament, demobilization, and 
reintegration process, the continued presence of anti-government elements, an increased 
number of Afghan army and police personnel, the large numbers of international forces 
operating in the country, no appreciable reduction in weaponry, and ongoing insecurity has to 
date precluded an effective demilitarization process.  
 
25. Given the legacy of conflict and weak governance, since 2001 the Afghan authorities 
have made a credible effort to establish and extend the reach of government institutions and 
services, including through a number of national programs.26 With international support, the 
Government has also undertaken significant administrative reforms, including reform and 
                                                 
23  Agreement on Provisional Arrangements in Afghanistan Pending the Re-Establishment of Permanent Government 

Institutions, Bonn, December 2001. The “provisional arrangements” are also referred to as the “Bonn Process”.   
24 At its 10 September 2008 meeting, the Government-donor Joint Coordination Monitoring Board approved an 

increase in Afghanistan National Army (ANA) forces from 86,000 to 134,000 troops.  
25  In 2004 it was estimated that there could be up to 120,000 persons, operating in over 1,800 illegal groups, who 

needed to be disbanded. Available:  http://www.diag.gov.af/ 
26 The national priority programs include, among others: Afghanistan New Beginnings Program, Basic Package of 

Health Services, Justice and Rule of Law Program, National AIDS Control Program, National Area Based 
Development Program, National Rural Access Program, National Skills Development Program, the National 
Solidarity Program, Rural Enterprise Program, and the Rural Water Supply and Sanitation Program. Many of these 
programs are funded through the Afghanistan Reconstruction Trust Fund, a multi-donor trust fund administered by 
the World Bank.   
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restructuring of most ministries and agencies. More comprehensive public administration 
reform, including pay and grading reform, is now underway with donor support. However, the 
machinery of government is overly centralized and there is a lack of skilled staff at all levels, 
particularly at the subnational level where the institutions of government are especially weak. 
Regional, factional, and other political forces continue to compete for power and influence, in 
addition to the activities of insurgents or other anti-government elements. Corruption, to some 
extent fueled by the narcotics trade, has increased, and is a source of growing public 
dissatisfaction.27  
 
26. The somewhat slow pace of the reconstruction effort, sometimes limited on-the-ground 
evidence of such efforts, and lack of employment opportunities also threaten the Government’s 
credibility. The increased level of insecurity in some regions, associated with a shift in terrorist 
tactics, has resulted in higher levels of military intervention, and an increase in both military and 
civilian deaths. This has negatively impacted on popular perceptions of the level of security, the 
role of foreign troops, and of overall Government performance. Improved security and expanded 
development activity are widely viewed as symbiotic, with ongoing insecurity compromising the 
overall development effort, not least through large security sector expenditures that might 
otherwise be directed to Afghanistan’s further reconstruction and development.  
 
27.  As the result of an escalation in insurgency-related insecurity, late 2008 saw new efforts 
to discuss a possible negotiated settlement to Afghanistan’s continued conflict. The Government 
of Saudi Arabia hosted a meeting of Government and Taliban representatives in early October 
2008, followed later in the month by a two day jirgagai (mini leadership council) involving 
politicians and tribal leaders from both Afghanistan and Pakistan. The jirgagai was a follow-up to 
a larger Afghanistan-Pakistan joint peace jirga held in Kabul in 2007 at which delegates called 
for negotiations with Taliban militants to discuss ways of ending insurgencies in both countries.  
 
D. Improving Public Financial Management and Procurement, and Combating 
 Corruption for Development Management 
 
28. Strong achievements in fiscal discipline, cash control, and aggregate transparency have 
contributed to macroeconomic stability, as well as to sustained external assistance. More 
progress is needed to broaden the comprehensiveness of the core budget, and improve the 
monitoring of other financial management activities such as state-owned enterprises, 
municipalities, and external assistance outside the core budget. Weak sector strategies, 
inadequate prioritization, and lack of information on results have made it difficult to allocate 
resources appropriately within and across sectors. These problems, along with difficulties in 
obtaining specific data from donors on expenditures of externally-implemented projects and the 
inability to achieve development budget expenditure targets, have exacerbated the disconnect 
between public expectations and actual delivery of services.  
 
29. The Law on Public Finance and Expenditure Management passed in June 2005 
provides a better framework for budget formulation, execution, monitoring, and external 
oversight. The recent establishment of a fiscal policy unit and fiscal coordination committee in 
the Ministry of Finance and the reorganization of budgeting along sectoral lines should support 

                                                 
27 Transparency International’s 2008 Global Corruption Report ranked Afghanistan as 172nd of 180 countries (down 

from a 2005 rating of 117th out of 159 countries). Another indicator of the seriousness of corruption comes from the 
World Bank’s Investment Climate Assessment for Afghanistan (2005), with 53% of Afghan enterprises citing 
corruption as a severe constraint. Available: http://www.transparency.org/policy_research/surveys_indices/cpi    
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improved budget planning. Some progress has been made toward integrating the operating and 
development budgets. The Government adopted a medium-term fiscal framework in late 2005 
with a view to moving to a rolling 5-year plan aligned with the ANDS. Improving provincial 
resource allocation and disparities in expenditure across provinces remains a high priority.28 
Expenditures, particularly of the development budget, remain well below budgeted allocations 
because of weak capacity. At the same time, a 2008 joint World Bank and DFID performance 
assessment of Afghanistan’s public financial management system convincingly demonstrated 
that Afghanistan’s public financial management (PFM) system has achieved significant 
improvements since 2005. Of 28 performance indicators, 18 indicators improved, 2 indicators 
deteriorated (although the 2005 ratings for these 2 indicators were based on limited 
information), and 8 indicators remained unchanged. Overall, in relation to other countries for 
which similar assessments have been conducted, Afghanistan’s ratings were better than 
average for other low-income countries, and in some areas better than average for middle-
income countries.29  
 
30. A Law on Procurement passed in 2005 provides a satisfactory framework to deliver 
efficiency and value for money in the use of public funds, while adhering to fundamental 
principles of nondiscrimination, equal treatment, and transparency. Although implementing 
regulations are in place and a Procurement Policy Unit has been established in the Ministry of 
Finance, full implementation of the law is constrained by line ministries’ weak capacity, 
particularly their ability to define and communicate effectively necessary technical specifications. 
There is also a lack of capacity in the local private sector, including limited understanding of and 
capacity to implement public procurement rules. Mechanisms for monitoring performance, 
complaints, appeals, and procurement audits are missing, which reduces the effectiveness of 
the procurement system and Afghan participation.      
 
31. Key constraints to reducing corruption include the slow pace of administrative reform 
and capacity development, the weak regulatory framework and justice system, limited oversight 
by government institutions, the large opium economy, and a heavy dependence on external 
assistance. Institutional responsibility for Government anticorruption efforts has been divided 
among several agencies, leading to the August 2008 establishment of a High Office of 
Oversight for the Implementation of the National Anti-Corruption Strategy. Progress in 
implementing public administration reform has been constrained by lack of capacity and political 
and other vested interests that continue to delay or resist reform efforts. The Government is 
trying to increase transparency and encourage greater public participation in the development of 
district, provincial and national development plans. Governance is a priority theme for 
Afghanistan and is discussed fully in Appendix 6.  
 
E. Gender  

32. Although reliable sex-disaggregated data are lacking, Afghanistan’s gender indicators 
are among the world’s worst. Gender gaps in education, health, access to and control over 
resources, economic opportunities, justice, and political participation remain pervasive. In 2007, 
Save the Children ranked Afghanistan as among the most dangerous countries in terms of 
maternal and child survival.30 One in six Afghan women dies in childbirth; every 30 minutes one 
Afghan woman dies as the result of pregnancy. Although the number of girls in school has 
                                                 
28  Currently, about 70% of non-wage operation and maintenance expenditure is concentrated in Kabul. 
29 The World Bank and the United Kingdom Department for International Development. 2008. Afghanistan  Public 

Financial Management Performance Assessment. Washington. p. i. 
30 Save the Children. 2007. State of the World’s Mothers 2007: Saving the Lives of Children Under 5. Westport, 

Connecticut. p. 56.  
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increased dramatically since 2001, there are still two boys for every girl at the primary level, with 
increasing disparity at more senior levels. In 2002, only 18% of females aged 15-24 were 
literate, with much higher rates of illiteracy among older females. Although women are important 
economic actors, there are limited data on their overall contribution, and their economic role 
thus tends to be devalued. Domestic violence is commonplace, and Afghan women face many 
forms of discrimination. Although Afghanistan’s constitution enshrines women’s equality, 
progress towards such equality is constrained by prevailing cultural, social, and religious 
sensitivities. As a result, gender is inadequately mainstreamed in government strategies. While 
the National Action Plan for Women in Afghanistan, adopted in June 2008, includes a highly 
ambitious set of activities towards gender equity and women’s empowerment, actual 
implementation of its activities, much less achievement of the Plan’s overall aims, will present a 
major challenge.   
 
F. Private Sector 

33. In accordance with Article 10 of the Constitution, the Government regards the private 
sector as the main source of economic growth, poverty reduction, and employment creation.31 
The Government’s development vision, as articulated in the ANDS, sees the Government acting 
as “policy maker, regulator, enabler and not a competitor, of the private sector.”32 The 
Government’s strategy to foster private sector development and to increase domestic and 
foreign investment consists of three main components: (i) continued efforts to build a strong and 
stable enabling environment that will encourage a competitive private sector; (ii) expanding the 
scope for private investment in developing national resources and infrastructure; and  
(iii) strengthening efforts to promote investment from domestic sources, the Afghan diaspora, 
and foreign investors.33 By creating a secure, politically stable and economically supportive 
environment, the Government expects to enable the private sector to thrive, create employment, 
and to generate public revenues that will enable the country to achieve its MDGs. Areas where 
Afghanistan has some comparative advantage and which may be attractive for profitable private 
sector investment include agro-processing and commercial agriculture (including medium- and 
large-scale farming), construction, electric power supply, mining and natural resource 
development, and transportation infrastructure.   
 
34. Apart from a few large high-profile investments, such as in the telecommunications 
sector, most private investment is directed to small informal enterprises, which also account for 
the bulk of employment creation. Further expansion of the private sector will require 
decentralized engagement with the private sector (including informal enterprises) to identify 
national and local bottlenecks to business development, and to formulate and implement 
practical actions to address such bottlenecks. Continued effort is also required to establish a 
regulatory framework that promotes private sector investment. Improvements in the formal 
business-enabling environment, including access to credit, will be particularly important for 
attracting the increased foreign investment needed to access technology, increase 
competitiveness, and gain access to regional and international markets.34 Private sector 
development is a priority theme for Afghanistan and is discussed fully in Appendix 6. 
 

                                                 
31  Article 10 states that “the State encourages and protects private capital investments and enterprises based on the 

market economy and guarantees their protection in accordance with the provisions of law”. 
32 ANDS (Ref. 2), Executive Summary, p. 7 
33 ANDS (Ref. 2), p. 74 
34  The World Bank’s Doing Business 2008 ranks Afghanistan as 159th of 178 countries in terms of “ease of doing 

business”. Afghanistan has the third lowest ranking in the Asia and Pacific region (Lao PDR is rated as 164 and 
Timor-Leste as 168). Available: http://www.doingbusiness.org/documents/DB-2008-overview.pdf, p.6.   
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G. Environment  

35. Afghanistan faces major problems as a result of deforestation and overgrazing, which 
have resulted in degradation of watersheds, soil erosion, and desertification. These undermine 
agriculture and forestry production and threaten the country’s biodiversity. Water resources are 
seasonal and limited, rainfall is highly variable, and there is an urgent need to improve 
management and protection of water catchment areas. Very few households have access to 
safe water and sanitation and solid waste management in urban centers is rudimentary, at best. 
Various policy and legal reforms have been introduced with the aim of strengthening 
environmental protection, but the institutional capacity to enforce environmental safeguards 
remains very weak. Land and other institutional reforms are needed to improve private 
incentives to protect natural resources. In addition, stronger regional cooperation is essential to 
improve management of shared water, biodiversity, and other natural resources. A National 
Environmental Protection Agency has been established and a new Law on the Environment has 
been enacted. As in all other agencies and sectors, implementation is constrained by weak 
human and institutional capacity. Afghanistan’s key environmental indicators are presented in 
Appendix 1 (Table A1.4). 
 
H. Regional Cooperation and Integration 
 
36. As a landlocked country, Afghanistan depends on regional cooperation for trade and 
development.35 Located at the heart of four subregions, Afghanistan sees itself as a “land 
bridge” between other landlocked Central Asian economies and ocean ports in Iran and 
Pakistan. Improvements to the Afghanistan road network and to border management are 
expected to place all Central Asian capitals within 36 hours of a seaport. Better road links will 
also provide opportunities to raise revenue directly from rents and tolls on transit as well as 
indirectly through the greater economic activity associated with an improved road transport 
network. Afghanistan also can benefit from linking energy-rich countries in Central Asia with 
energy markets in South Asia.36 Better power and gas connections between Central Asian and 
South Asian countries are expected to catalyze regional cooperation and trade. Key obstacles 
to increased regional cooperation include (i) regional differences, particularly with respect to 
border security and the treatment of Afghan refugees; (ii) continued insecurity in Afghanistan 
and elsewhere in the region (at least partly fuelled by the narcotics trade); (iii) poorly developed 
regional infrastructure and connectivity; and (iv) weaknesses in the public and private 
institutions needed to facilitate regional trade and investment. Regional cooperation is a priority 
theme for Afghanistan and is discussed fully in Appendix 6.  

 
I. Capacity Development 

37. One of the most damaging legacies of Afghanistan’s three decades of conflict is weak 
human capacity. Since the launch of the reconstruction effort in late 2001, lack of capacity has 
emerged as a key constraint to Afghanistan’s further reconstruction and development. As noted 

                                                 
35  Afghanistan became a member of the Central Asia Economic Cooperation (CAREC) program in 2005 and formally 

joined the South Asia Association for Regional Cooperation (SAARC) in April 2007.   
36  The Trans-Afghan Pipeline, carrying natural gas from Turkmenistan’s Davlatabad field through Afghanistan to 

Pakistan and India is projected to generate transit revenues of some $160 million per year, or about half the 
Government’s budget revenue in FY2006. Other regional cooperation plans include power transmission from 
Tajikistan through Afghanistan to Pakistan, and other oil and gas pipelines. Such projects would generate 
employment and build skills, as well as provide sustainable revenue to the government. Islamic Republic of 
Afghanistan. 2006. Afghanistan National Development Strategy  An Interim Strategy for Security, Governance, 
Economic Growth and Poverty Reduction. Kabul, p, 85.  



13 

 

in a 2007 Government position paper: “Despite the many millions of dollars that have been 
spent on capacity development, the results are disappointing. The proliferation of high-cost 
technical assistance, the delivery of assistance outside government structures and the lack of 
attention to the continuity and sustainability of capacity development programs has held back 
the Afghan public sector. Capacities at provincial and district levels are particularly weak, posing 
a serious threat to national unity, peace, and development outside Kabul.”37 A key challenge, 
then, is to develop strategic capacity while at the same time successfully delivering far-reaching 
reconstruction and development activities and realizing a very ambitious reform program. 
Servicing these linked, but to some extent competing, demands requires some trade-offs.   
 
38. Given Afghanistan’s weak human resource base and poor education indicators, it is 
clear that sustained and long-term capacity development efforts are required. The Government 
has requested its development partners to continue such efforts, including through supporting 
the return of Afghan expatriates to assist in the reconstruction effort and through greater South–
South cooperation, both of which are seen as cost-effective ways of building capacity. The 
Government’s overall framework for capacity development was presented to the Afghanistan 
Development Forum in April 2007. The Government has pledged to build the institutional 
mechanisms to support capacity development, mainly in the public sector but—where 
appropriate— also to provide support to institutions and initiatives that will enable the private 
sector to participate and benefit from these mechanisms, such as the National Vocational and 
Education Training Board. Institutional responsibility for capacity development rests with the 
Inter-ministerial Commission for Capacity Development, which serves as a single reporting point 
for both the Government and donors. The commission is expected to coordinate the 
management of funds and aid flows, cutting down on duplication and ensuring that capacity 
development needs are met in time and in an incremental but sustainable fashion.38  
 
 

II. THE GOVERNMENT’S DEVELOPMENT STRATEGY 

A. Development Goals and Strategy 
 
39. Securing Afghanistan’s Future, a document prepared by the Government with support 
from ADB, the United Nations, and the World Bank, outlined the Government’s initial long-term 
development strategy.39 In early 2006, the Government tabled the Interim Afghanistan National 
Development Strategy (I-ANDS) at the London International Conference on Afghanistan.40 The 
same conference saw the adoption of the Afghanistan Compact.41 The Compact details a set of 
                                                 
37  Islamic Republic of Afghanistan. 2007. Afghanistan: Challenges and the Way Ahead. Position Paper presented by 

the Government of Afghanistan at the Joint Coordination and Monitoring Board meeting in Berlin, 30–31 January 
2007. Kabul. p. 3. 

38 ANDS (Ref. 2), pp. 16-17. 
39 Islamic Republic of Afghanistan/International Agency. 2004. Securing Afghanistan’s Future: Accomplishments and 

the Strategic Path Forward. A Government/International Agency report prepared for Afghanistan and the 
International Community—A Partnership for the Future, an international conference on Afghanistan held in Berlin 
on 31 March—1 April 2004.  

40 The Interim Afghanistan National Development Strategy (I-ANDS) was endorsed as an interim poverty reduction 
strategy paper by the executive boards of the World Bank and the IMF in June 2006. The IMF subsequently 
approved a 3-year SDR81.0 million (about $119.1 million) arrangement under the Poverty Reduction and Growth 
Facility (PRGF) for Afghanistan, designed to build on progress made by the Government under the IMF's Staff-
Monitored Program and to support the nation's economic program through March 2009 .  

41 The Afghanistan Compact was agreed to by the Government of Afghanistan and its international development 
partners at the London International Conference on Afghanistan, 31 January–1 February 2006. The UN Security 
Council unanimously endorsed the Afghanistan Compact and its annexes on 15 February 2006, calling on “the 
Afghan Government and on all members of the international community and international organizations to 
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outcomes, benchmarks, and timelines that encompass key Millennium Development Goals 
(MDGs) and Paris Declaration on Aid Effectiveness targets.42 The full Afghanistan National 
Development Strategy (ANDS) was approved by the cabinet in April 2008 and immediately 
submitted to the executive boards of the International Monetary Fund and the World Bank as 
Afghanistan’s Poverty Reduction Strategy Paper (PRSP). The IMF and World Bank boards 
jointly endorsed the ANDS in June 2008.  
 
40. In addition to aspirations of being “a stable Islamic constitutional democracy at peace 
with itself and its neighbors, standing with full dignity in the international family” and “a tolerant, 
united, and pluralistic nation that honors its Islamic heritage and the deep seated aspirations 
toward participation, justice, and equal rights for all”, the vision for Afghanistan espoused by the 
ANDS sees Afghanistan becoming “a society of hope and prosperity based on a strong, private-
sector led market economy, social equity, and environmental sustainability”.43 According to the 
ANDS, the overriding objective of the ANDS is to reduce poverty substantially, improve the lives 
of the Afghan people, and create the foundation for a secure and stable country.44 The ANDS 
lays out the strategic priorities and the policies, programs and projects for achieving the 
Government’s development objectives. The ANDS is grounded in the foundation provided by 
the Afghanistan Compact, and is based on the same three pillars: (i) security; (ii) governance, 
rule of law, and human rights; and (iii) economic and social development. The three pillars of the 
ANDS are seen as mutually reinforcing, with progress in each required to reduce poverty 
effectively and promote prosperity. The ANDS also identifies regional cooperation, counter- 
narcotics, anticorruption, gender equity, capacity development, and the environment as key 
crosscutting themes that must be taken into account in all priority sectors. The overall structure 
of the ANDS, including its links to this country partnership strategy, is provided in Figure 1. 
 
41. Security. As outlined in the ANDS, the Government’s long-term strategic vision for the 
security sector is to ensure the security of the state, persons, and assets through the provision 
of a costed, integrated, and sustainable national security infrastructure and law and order 
policy.45 The ANDS recognizes that much needs to be done to realize this vision, and that 
considerable international assistance will be required. The ANDS also stresses that, while 
improved security is a prerequisite for sustainable socioeconomic development, socioeconomic 
progress will help to realize the vision for sustained improvements in security—a good example 
of the mutually reinforcing nature of the key ANDS pillars. Specific ANDS security targets 
include the establishment of a nationally respected, professional, and ethnically balanced, 
Afghanistan National Army and Afghanistan National Police that are accountable, organized, 
trained and well equipped to meet the security needs of the country; disbandment of all illegal 
armed groups by March 2011; establishment of security and stability in all regions of the country 
by the end of 2010; and a 70% reduction in the area contaminated by landmines and the 
destruction of all unsafe, unserviceable, and surplus ammunition, also by the end of 2010.46 
 

                                                 
implement the Compact and its annexes in full.” United Nations. 2006. UN Security Council Resolution 1659 
(2006). New York. 15 February, para. 2.   

42  In addition to the eight Millennium Development Goals, Afghanistan added a ninth goal related to improved 
security. The Paris Declaration emerged from a high level forum on 28 February–2 March 2005, addressing issues 
of ownership, harmonization, alignment, results, and mutual accountability. Organisation for Economic Cooperation 
and Development. 2005. Paris Declaration on Aid Effectiveness. High Level Forum. Paris. 28 February–1 March.  

43 ANDS (Ref. 2). p. i.  
44 ANDS (Ref. 2), p. 5.  
45 ANDS (Ref. 2), p. 53. 
46 ANDS (Ref. 2), p. 55. 
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42. Governance, Rule of Law, and Human Rights. The ANDS goal for this key pillar is “to 
strengthen democratic processes and institutions, human rights, the rule of law, delivery of 
public services and government accountability”.47 The ANDS argues that improving governance 
is essential to achieving the Government’s overall national vision and establishing a stable and 
functioning society, and notes that “without good governance and a sustained social contract for 
the acceptance of the rule of law, the total development strategy that has been developed in the 
ANDS will fail.”48 According to the ANDS, the guiding principles for improving governance are 
openness, participation, accountability, effectiveness, justice and rule of law applied to all levels 
of the government, with key priorities including: (i) increasing the pace and quality of public 
administration reform, (ii) strengthening subnational governance structures, (iii) reforming legal 
and courts processes, and (iv) strengthening parliamentary and legislative processes, including 
holding free and fair elections.49  
 
43. Economic and Social Development.  The third ANDS pillar focuses on areas that will 
increase “current and future productivity, including electricity, roads, irrigation, institutional and 
human capacity development, creating an enabling environment for private sector development, 
and protecting the rights of the poor”.50 A key component of the ANDS is the development of an 
enabling environment that encourages the private sector to play a central role in the country’s 
economic development, since a sustained high rate of economic growth is essential to progress 
in each of the ANDS pillars as well as to the achievement of the Government’s overall vision for 
Afghanistan. The ANDS views rural development—linking jobs, production and markets—as 
pivotal to reducing poverty. It proposes that Afghanistan’s major sources of economic growth 
should include high-value agriculture, livestock, and agro-processing and rural industries; the 
productive use of state assets (including privatization); mining and extractive industries; and 
regional cooperation and transit trade in energy and goods.  
 
44. The ANDS projects an average annual economic growth rate of at least 8.1% per year 
for FYs 2008-2012. Such high rates of growth will be required to achieve the country’s poverty 
reduction goals, including a reduction in the proportion of people living on less than $1 per day 
by 3% per year and a 5% per year reduction in the proportion of people living in hunger. While it 
is expected that security expenditures will remain the Government’s highest budget priority, 
public expenditure programs for investments in energy, water and irrigation, transportation 
infrastructure, agriculture, agro-based industry, and rural development also will be high 
priorities, acknowledging the critical importance of these sectors for the development of the 
private sector and for long-term and sustainable employment growth. Over time, it is expected 
that the Government will be able to devote progressively more resources to education, health, 
and social protection as well as to governance.51   
 
B. Resource Mobilization and Investment 

45. The Government has determined indicative sectoral budget ceilings that reflect ANDS 
priorities. The overall financing envelope for full implementation of the ANDS is estimated to be 
some $50.1 billion for the 2008–2013 period. As detailed in Table 3, nearly 34% of the proposed 
expenditure is to be allocated to infrastructure, with a further 8.9% to be directed to agriculture 
and rural development. Security expenditures are forecast to absorb at least 28% of total ANDS 
financing.  
                                                 
47 ANDS (Ref. 2), p. 61. 
48 ANDS (Ref. 2), p. 69. 
49 ANDS (Ref. 2), p. 61.  
50 ANDS (Ref. 2), Executive Summary, p. 9.  
51 ANDS (Ref. 2), p. 51,  
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46. The ANDS stresses the importance of strengthening the central role of the budget 
process to achieve national development goals, and identifies improved resource mobilization 
as a key priority. Although domestic revenue is expected to reach 10.7% of GDP by FY2011, up 
from only 4.5% in 2005, the country’s revenue-to-GDP ratio will remain one of the lowest in 
world. The increase in revenue will require sustained Government commitment to pursue 
revenue reforms, including rationalization of customs duties, strengthening of customs 
administration, and better collection of income tax. The Government aims to generate enough 
revenue to meet all its wage expenditures by FY2011, and to finance the full recurrent budget 
by FY2015. However, the bulk of planned ANDS development financing will depend on 
sustained high levels of external donor funding.   
 

Table 3: Overall Financing Envelope for the ANDS (FY2008-2012) 
($ million) 

 
 FY 

2008 
($) 

FY 
2009 
($) 

FY 
2010 
($) 

FY 
2011 
($) 

FY 
2012 
($) 

Total  
($) 

Total 
(%) 

Core and External Budget Funding        
   Domestic Revenue 887 1,104 1,351 1,611 1,911 6,864 21.8 
   Total Assistance from Donors 6,513 4,960 4,814 4,398 3,908 24,593 78.2 
Total Funding 7,400 6,064 6,165 6,009 5,819 31,457 100.0 
        
Budgeted Core and External 
Expenditure        

   Security 3,219 2,585 2,679 2,790 2,906 14,179 28.3 
   Infrastructure 1,781 3,093 3,681 4,180 4,451 17,185 34.3 
   Agriculture and Rural Development  829 921 916 909 912 4,486 9.0 
   Education and Culture 742 893 980 1,077 1,181 4,872 9.7 
   Good Governance and Rule of Law 374 558 640 685 728 2,985 6.0 
   Health and Nutrition 325 465 530 563 595 2,478 5.0 
   Economic Governance and PSD 237 215 230 244 260 1,186 2.4 
   Social Protection 192 359 194 421 449 1.815 3.6 
   Others (Sub-Codes) 205 198 185 170 157 915 1.8 
        
Total Expenditure 7,903 9,286 10,236 11,038 11,637 50,100 100.0 
ANDS = Afghanistan National Development Strategy, FY =  fiscal year, PSD = private sector development  
Source: Republic of Afghanistan. 2008. Afghanistan National Development Strategy 1387-1391 (2008-2013): A 
Strategy for Security, Governance, Economic Growth and Poverty Reduction (ANDS). Kabul. p. 50.
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Figure 1:  The Afghanistan National Development Strategy  
and Links to the Asian Development Bank Country Partnership Strategy 2009–2013 
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C. Role of External Assistance 

47. International donors have provided Afghanistan with large amounts of official 
development assistance. Some $2.1 billion in funding was pledged for the first 15 months of 
reconstruction efforts at an international conference held in Tokyo in 2002. A further $8.3 billion 
was committed for the 2004–2007 period at the international conference in Berlin in 2004. An 
additional $10.5 billion in external assistance was pledged for the 2006–2010 Afghanistan 
Compact period at the international conference in London in 2006. The June 2008 Paris 
conference resulted in $20 billion in donor pledges toward the $50.1 billion overall financing 
envelope for the ANDS.52 In addition to such pledges, and following the reconciliation of 
outstanding claims by Russia, in July 2006 Afghanistan’s Paris Club creditors agreed to write off 
the country’s remaining eligible debts when it becomes eligible for irrevocable debt relief under 
the HIPC Initiative (para. 12).   
 
48. With such a large percentage of national development resources provided by external 
development partners, the alignment of development assistance to support the ANDS and more 
effective use of external finance will be vital to the achievement of Afghanistan’s national 
development goals. As part of its aid policy, the Government stresses that donors need to 
recognize the primacy of the ANDS as the framework for policy, institutional, and budgetary 
coordination. The Government’s aid strategy is in line with the Paris Declaration on Aid 
Effectiveness, whereby (i) partner countries own and exercise leadership over their 
development policies; (ii) donors align their overall support with partner countries’ national 
development strategies; (iii) donor actions are more harmonized, transparent, and collectively 
effective; (iv) resource management and decision-making are more results-oriented; and (v) 
donors and partners are mutually accountable for development results.53 
 
49. The Joint Coordination Monitoring Board (JCMB) is the main strategic coordination 
mechanism for Government and the international community.54 The JCMB focuses on resolving 
any strategic problems that arise from the implementation, coordination, and monitoring of both 
the Afghanistan Compact and the ANDS. Appendix 1 (Table A1.5) provides a matrix that 
outlines multilateral and bilateral development partner support to those sectors where ADB’s 
financial and technical assistance is focused.  
 

                                                 
52 A follow-up review by the Ministry of Finance of pledges made at the Paris Conference revealed that some  

$6 billion of the $20 billion pledged by donors was carried over from earlier pledges. As a result, together with 
projected Government revenue, only some $26.8 billion is available for ANDS implementation, representing about 
half of the total $50.1 billion projected cost of full ANDS implementation. The medium-term macroeconomic 
framework under the IMF’s Poverty Reduction Growth Facility assumes that Afghanistan will receive about $28.5 
billion in grant financing during 2008/09-12/13, including $10.3 billion for security-related expenses. IMF. 2008. IMF 
Country Report No. 08/229, Islamic Republic of Afghanistan: Fourth Review Under the Three-Year Arrangement 
Under the Poverty Reduction and Growth Facility and Request for Waiver of Performance Criterion—Staff Report. 
Washington, DC. Footnote 1, p. 5.  

53  ANDS (Ref. 2), p. 156.   
54 The Joint Coordination Monitoring Board (JCMB) is co-chaired by the Government (normally by the senior minister) 

and the United Nations (normally the Special Representative of the United Nations Secretary-General, United 
Nations Assistance Mission in Afghanistan). As of late 2008 members of the JCMB included, in addition to the 
Government of Afghanistan and the United Nations, the Asian Development Bank, Australia, Canada, China, 
European Union, France, Germany, India, Iran, International Security Force (ISAF), Italy, Japan, North Atlantic 
Treaty Organization (NATO), Netherlands, Norway, Pakistan, Russia, Saudi Arabia, Spain, Turkey, United 
Kingdom, United States, and the World Bank. Other donor or agency representatives often attend JCMB meetings 
as observers.   
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D. Asian Development Bank Assessment of the Government’s Development               
 Strategy 

50. ADB supports the ANDS vision of reducing poverty through mutually reinforcing 
improvements in security, governance, and economic and social development, and sees such 
an approach as appropriate to Afghanistan’s post-conflict context. ADB regards the ANDS as a 
credible effort to: (i) articulate of the Government’s priorities; (ii) develop sector strategies to 
achieve such priorities; (iii) determine the overall resource requirements for the ANDS; and  
(iv) identify specific indicators to monitor implementation of the ANDS. The document provides a 
road map for building the necessary institutions, infrastructure, and enabling environment to 
promote strong growth in investment, employment, and incomes as well as to achieve overall 
poverty reduction.  The Afghanistan Compact and the ANDS are both results-oriented, with an 
emphasis on verifiable targets and benchmarks.55 Both include a strong focus on aid 
effectiveness, including ongoing monitoring of progress and collective action to address 
implementation bottlenecks or other constraints.56 
 
51. However, the ANDS could be a more strategic document, particularly with respect to 
overall prioritization and sequencing of actions. ADB concurs fully with the “focused, frank, and 
constructive” assessment of the ANDS prepared by staff of the IMF and the World Bank.57 This 
assessment, which served as a discussion document for the June 2008 endorsement of the 
ANDS as a full PRSP by the executive boards of the IMF and the World Bank, outlines some of 
the deficiencies of the ANDS and provides guidance on its effective implementation. In 
particular, the assessment emphasizes the following issues (page numbers refer to the 
IMF/World Bank assessment cited in footnote 57): 
 

(i) the proposed number of policy measures and other actions in the ANDS is 
overwhelming and thus needs to be streamlined for decision-making, 
implementation, and monitoring purposes (p. 12); 

(ii) program prioritization should be strengthened—including in those sectors which 
already have been costed—in order to identify which spending programs will be 
implemented if the envisaged donor assistance does not materialize or if lack of 
absorptive capacity constrains spending (p. 5); 

(iii) prioritization of sector programs must take into account their impact on poverty 
reduction, with clear links to the budgetary allocation of resources58 (p.12); 

(iv) concerted measures are required to enhance the Government’s spending 
capacity in view of Afghanistan’s limited absorptive capacity, a projected 
aggregate level of expenditure far exceeding historical rates of expenditure 
execution, the long gestation periods for sizable infrastructure projects, and lack 
of skilled domestic labor (pp. 4–5);  

(v) improvements are required in the coordination of monetary and fiscal policies, 
with an emphasis on productivity-enhancing investment projects, so as to avoid 

                                                 
55 While the Afghanistan Compact and ANDS targets are ambitious, they form part of an international agreement 

between the Government and the international community (and ratified by the United Nations Security Council). 
Where targets or the benchmarks for their achievement have required modification, these have been presented to 
the JCMB for review and/or approval. This system of oversight is intended to keep overall implementation of the 
Afghanistan Compact and ANDS on track.  

56  ANDS (Ref. 2), pp. 180-186.   
57 IMF. 2008. IMF Country Report 08/193, Islamic Republic of Afghanistan: Poverty Reduction Strategy Paper-Joint 

Staff Advisory Note. Washington, DC.  
58 IMF. 2008. IMF Country Report No. 08/183, p. 5. 
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overheating and a further loss of competitiveness through so-called “Dutch 
disease” effects (p. 5); 

(vi) the focus on a private-sector-based market economy as the foundation for 
sustained economic growth and employment generation requires pro-active 
measures aimed at generating the momentum for private sector development, 
while ensuring a level playing field for the private sector (p.6); and  

(vii) capacity development is an urgent priority, requiring a range of actions, including 
public administration reform, pay and grading reform, and better management 
and coordination of technical assistance. (p.13).  

 
52. In order to ensure the sustained high levels of donor engagement and financial support, 
that will be required to fully implement the ANDS, the IMF/World Bank assessment notes that it 
will be crucial for the Government to: (i) demonstrate a clear commitment to accountability for 
results, including through an improved monitoring and evaluation framework; (ii) meaningfully 
prioritize its development program; (iii) enhance efforts to increase domestic revenue 
mobilization; (iv) make better progress on public administration reform; (v) further improve public 
financial management and procurement systems as well as the budgetary process; (vi) take 
concrete actions on anticorruption efforts; and (vii) demonstrate continuing increases in its 
capacity to absorb aid through well-designed and well-implemented development programs that 
achieve results on the ground.59 
 
 

III. ASIAN DEVELOPMENT BANK’S DEVELOPMENT EXPERIENCE 

A. Development Impact of Past Assistance  

53. ADB’s initial country strategy and program for 2002–2004 specified four principles for 
ADB operations in Afghanistan: (i) full involvement of Afghan men and women in the 
reconstruction process, (ii) an appropriate policy and institutional framework to support the 
country’s reconstruction, (iii) national capacity development to ensure the effectiveness of 
reconstruction and development efforts, and (iv) promotion of human rights and social inclusion 
as part of the reconstruction process.60  The initial country strategy and program also identified 
the following program areas for ADB assistance: (i) capacity development, (ii) rehabilitation of 
physical infrastructure, (iii) revitalization of agriculture and rural development, (iv) private sector 
development, (v) social development, and (vi) gender empowerment.  
 
54. As of the end of 2007, more than 43% of ADB’s assistance to Afghanistan had been 
directed to the transport and communications sector, with nearly equal shares for agriculture 
(15.8%) and natural resources (15.3%) and a slightly lower amount for energy (12.3%). The 
overall sectoral allocation of ADB assistance is provided in Table 4.   
 

 
 
 
 
 
 
 

                                                 
59 IMF. 2008. IMF Country Report No. 08/183, p.12. 
60 ADB. 2002. Initial Country Strategy and Program (2002–2004): Afghanistan. Manila.  
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Table 4: Sectoral Allocation of ADB Assistance to Afghanistan 
(as of 31 December 2007)a  

 
TA Projects Investment 

Projectsb Sector 
No. $ 

Million No. $  
Million 

Total 
Investment 
by Sector 

Percentage 
of Total 

Investment 

Agriculture and natural   
  resources 9 8.6 8 181.0 189.7 13.2 

Education 0 0 1 4.0 4.0 0.3 
Energy 10 9.7 3 150.0 159.7 11.1 
Finance 1 1.0 2 65.0 66.0 4.6 
Health 0 0 1 3.0 3.0 0.2 
Industry and trade 3 2.4 0 0.0 2.4 0.2 
Law, economic management  
  and public policy 9 13.6 2 55.0 68.6 4.8 

Transport and    
  communications 8 9.4 12 612.0 621.4 43.3 

Multisector  1 15.4 1 167.2 182.7 12.7 
Private Sector Operations 0 0 5 138.1 138.1 9.6 
                             Total 41 60.1 35 1,375.3 1,435.4 100% 

TA = technical assistance.  
a  Includes technical assistance (TA), Asian Development Fund (ADF) loans and grants, donor-financed grant 

investment projects, and private sector investments. The sectoral allocation in this table varies somewhat from 
official ADB project classification, given that some ADB projects provide support to more than one sector.  

b Includes 20 grant-funded investment projects or project components (financed through the Japan Fund for Poverty  
  Reduction, the Kuwait Fund, and the Canadian International Development Agency) for a total of $113 million as well  
  as 5 ADB Private Sector Operations Department (PSOD) projects totaling $138.1 million.  
 
55. While the priorities identified in the initial country strategy and program closely 
corresponded with those identified in the Government’s 2002 Interim Development Strategy, 
given the large number of development partners and limited institutional capacity, the 
Government subsequently requested each donor, including ADB, to focus its assistance on a 
maximum of three sectors. The Government and ADB thus agreed that ADB’s operational focus 
in Afghanistan would be to (i) build institutional and human resource capacity,61 (ii) support 
policy and institutional reform, and (iii) support infrastructure rehabilitation. It also was agreed 
that ADB assistance would be focused on the (i) agriculture and natural resource management, 
(ii) energy, and (iii) transport and communications sectors, with some additional support to  
(iv) governance and finance-related activities. It also was agreed that ADB would provide 
support for Afghanistan’s private sector development, including through catalytic investments in 
banking and telecommunications. ADB also undertook to mainstream social development and 
gender empowerment across all of its activities, and to promote regional cooperation through its 
sector-based investment projects.    
 
56. Given that ADB resumed operations in Afghanistan only in 2002, none of the 18 Asian 
Development Fund (ADF) loan and grant projects and programs approved as of end-2007 was 
completed by mid-2008, and as a result an ADB country assistance program evaluation (CAPE) 
has yet to be undertaken. A summary of the country strategy and program completion report, 

                                                 
61 From 2002–2007 ADB provided Afghanistan with $60.1 million for institutional and human resource capacity 

development (as well as some project preparatory technical assistance). As part of CPS preparation, a background 
assessment of ADB’s capacity development technical assistance was undertaken. The assessment indicated that 
ADB’s TA support had resulted in significant capacity development, but also noted the need to strengthen overall 
TA management and administration.  
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prepared by the Afghanistan country team as part of the preparation of the new CPS, is 
provided as Appendix 5. 
 
B. Portfolio Performance and Status   

57. Key constraints to effective portfolio management are lack of government ownership (a 
function, to some extent, of aid dependence); frequent changes in senior ministry personnel; 
and, particularly, lack of qualified counterpart staff in executing agencies. These have resulted 
in ineffective project design and implementation and an over-reliance on donors or donor-
funded consultants for many project management activities. Security issues are increasingly 
affecting the ability to implement projects, with some contractors having to withdraw because of 
poor security, or with consultants or consulting firms opting to decline positions or supervision 
contracts for which they were selected. The poor security environment also results in due 
diligence sometimes not being fully exercised, with project design consultants prevented from 
conducting full field surveys. Lack of reliable data prevents definitive economic and financial 
analysis of project activities. There is insufficient consultation with local authorities, 
beneficiaries, and other stakeholders, and particularly with women. The difficult security 
environment increases project costs, results in implementation delays, and hinders effective 
implementation monitoring. Project implementation also suffers from weak ministry capacity and 
inadequate or cumbersome government systems and procedures. Lengthy procurement 
processes have delayed project implementation, with contract awards taking well over a year 
from the release of bid documents to the signing of contracts. Under government regulations, 
contracts larger than $100,000 must be cleared by the Ministry of Finance, with contracts over 
$3.5 million requiring clearance by the Office of the President. In addition, all aspects of any 
procurement larger than $200,000, including contract documents, prequalification and tender 
evaluations, and award recommendations, must be reviewed by the Afghanistan Reconstruction 
and Development Services, assisted by international consultant procurement experts. Overall 
disbursement performance for donor-funded activities thus remains well below expectations, as 
does overall physical progress on most infrastructure projects. Project implementation delays 
affect the performance rating of ADB’s overall portfolio.     
 
58. To address such problems, the Afghanistan resident mission has instituted quarterly 
portfolio management review meetings with the Ministry of Finance and executing agency 
ministries. These quarterly exercises identify constraints to improved portfolio management and 
produce agreed upon action plans to improve the overall performance of the ADB portfolio. ADB 
has also conducted joint portfolio review meetings with the Ministry of Finance and the World 
Bank to enhance collaboration on mitigating portfolio management issues and systemic 
implementation problems. Based on portfolio performance to date, ADB will give more attention 
to project and TA administration, including additional resident mission staffing; an increase in 
the number of project review and portfolio management missions; more site visits; and better 
training for implementing agency staff, particularly those employed by project implementation 
units based in ministries. More attention will be devoted to improving monitoring of project 
results and overall development effectiveness. ADB’s TA operations in Afghanistan will be 
strengthened and will focus on gap analysis, better collaboration with other development 
partners providing TA, and the phased development of sustainable national capacity.      
 
C. Conclusions and Lessons for the Country Partnership Strategy  

59. A key strength of ADB’s country strategy has been its relatively narrow focus. This has 
helped ADB to understand local constraints and opportunities, build trust and good working 
relations with counterpart agencies, concentrate resources on the institutional and human 
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resource capacity required to implement development projects, and coordinate effectively with 
other development partners supporting the same sectors. ADB’s clear focus has also 
contributed to efforts to meet ambitious project processing schedules, reducing overall 
transaction costs, and improving project supervision.  
 
60. As demonstrated since the resumption of ADB operations in 2002, Afghanistan’s 
challenging operating circumstances necessitate a strong focus on portfolio management, 
including overall project and TA administration. Improved implementation and management of 
the growing portfolio will require more staff and mission resources, and further streamlining of 
the TA portfolio.  All projects and TA should be subject to annual review missions, including 
frank discussion with the Government as to implementation performance and the need for 
corrective or other action, including either changes in scope or outright cancellation.  
 
61. The CSP completion report suggests that greater efforts should be made to improve 
synergy between ADB-supported projects to maximize their overall development impact, reduce 
administration costs, and enhance security by focusing on more limited geographic areas. The 
CSP completion report also proposes strengthening partnerships with Afghan civil society to 
promote community participation, the security of ADB project investments, and the delivery of 
project benefits to surrounding communities. The report suggests further attention be paid to 
donor coordination and aid effectiveness, e.g., through a programmatic approach in those 
sectors where ADB plays a lead role so as to promote better overall coordination and to 
mobilize a more predictable flow of resources from a mix of donors to meet overall sector 
financing requirements.62  
 
62. ADB’s ongoing program in Afghanistan has been marked by a lack of clear results or 
success indicators. While this is understandable given the resumption of ADB operations in 
Afghanistan after more than 20 years’ absence, the consequent need to initiate project activities 
quickly, and Afghanistan’s huge and difficult development challenges and difficult operating 
context, it is clear that the new CPS must give greater attention to development results. The 
targets and benchmarks developed for the Afghanistan Compact and the ANDS provide the 
basis for clear monitoring of impact results, with ADB-supported projects contributing to specific 
development outcomes, and particularly sustained economic growth as per ANDS pillar 3. 
 
63. CPS formulation is discussed in Appendix 4. 
 
 

IV. ASIAN DEVELOPMENT BANK’S STRATEGY 

A. Summary of Key Development Challenges 

64. Impacts of Conflict and Insecurity. Seven years after the ouster of the former Taliban 
regime, Afghanistan continues to suffer from insecurity and conflict (paras.1-3, 23-24). Given 
the country’s history of conflict, and in the context of ongoing insecurity and conflict, Afghanistan 
can be classified as a “weakly performing country”.63        
 

                                                 
62 Summarized from ADB. 2006. Islamic Republic of Afghanistan: Country Strategy and Program 2002–2006 

Completion Report. Manila. 
63 ADB. 2007. Achieving Development Effectiveness in Weakly Performing Countries (The Asian Development 

Bank’s Approach to Engaging with Weakly Performing Countries). Manila.   
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65. Low Levels of Human Development. Afghanistan suffers from an extremely low level 
of human development (paras. 4-5) which makes it difficult to deliver development assistance 
and transfer ideas, skills and technology.    
 
66. Weak Institutions. In addition to Afghanistan’s human resource deficit, the country 
suffers from weak and often outdated institutions (paras. 37-38). Efforts to generate private- 
sector-led economic opportunities are constrained by lack of confidence that the country’s social 
and formal institutions can effectively protect property rights. Building effective and efficient 
institutions must be a priority for all development assistance.   
 
67. Poor Infrastructure. The limited availability and poor quality of transport, power (only 
6% of the population has access to electricity), water (33% of the population has access to safe 
water) and telecommunications infrastructure (there are 1.6 telephones per 1,000 people) limits 
and adds to the cost of accessing markets. This undermines competitiveness, economic 
opportunities, and delivery of services such as education, health care, and security.64  
 
68. Governance. While Afghanistan’s constitution includes a strong commitment to good 
governance and equitable socioeconomic development, the country lacks an effective and 
accountable system for the delivery of public services and good governance. Accelerated efforts 
are required to improve governance, particularly with respect to public financial management, 
procurement, and control of corruption (paras. 28-31).  
 
69. Gender. Promoting gender equality requires clear recognition that Afghan women 
remain severely disadvantaged, and that Government commitment falls considerably short of 
official policy and rhetoric (para. 32). Much more attention must be given to gender, particularly 
the mainstreaming of gender in all government and donor-supported development activities.  
 
B. Focus of Country Partnership Strategy 

1. Sectoral Focus 

70. In recognition of the country’s institutional and capacity limitations, the Government has 
reiterated its request that development partners focus their assistance on a limited number of 
sectors. The CPS will be aligned with the national development priorities outlined in the ANDS, 
with ADB interventions contributing directly to the achievement of the Afghanistan Compact and 
ANDS benchmarks and targets.  
 
71. Given ADB’s overall comparative advantage and staff skills mix, the sectoral priorities 
identified by ADB’s medium-term strategy II and long-term strategic framework,65 and recent 
country program experience in Afghanistan, ADB and the Government have agreed that ADB’s 
new CPS should focus ADB assistance on four interlinked sectors: 
 

(i) Energy (including power generation, transmission, and distribution; the 
development of indigenous energy resources such as micro-, small, and 
medium-sized hydropower; and regional trade in energy);  

                                                 
64  ANDS pillar 3 gives clear priority to economic infrastructure. It also is to be noted that the Afghan public accords 

high priority to basic infrastructure. A 2008 public opinion poll found that the most important local problems relate to 
lack of basic infrastructure such as electricity (30% of respondents), water (22%), and roads (18%). The Asia 
Foundation. 2008. A Survey of the Afghan People—Afghanistan in 2008. Kabul. p. 10. 

65  ADB. 2006. Medium-Term Strategy II 2006–2008. Manila. ADB. 2008. Strategy 2020: The Long-Term Strategic 
Framework of the Asian Development Bank 2006–2020. Manila.   
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(ii) Transport and communications (with a focus on rehabilitation and construction 
of national roads and railways, including links to neighboring countries); and 

(iii) Agriculture and natural resources (including irrigation and water resource 
management and agriculture market infrastructure); and  

(iv) Governance (with a focus on public resource management).  
 
Support to these sectors will include capacity and institutional development and attention to 
governance, with a focus on public financial management, procurement, and anticorruption in 
line with ADB’s Second Governance and Anticorruption Action Plan (GACAP II).66 It is proposed 
that the bulk of ADB assistance to these sectors will be provided through sector-based 
multitranche financing facilities (MFFs), although there is also scope for project and program-
based support. The priority sectors for Afghanistan are discussed fully in Appendix 6.  
  
72. Private Sector Operations. In addition to infrastructure investments and support for 
capacity and institutional development, ADB has contributed to improvements to the enabling 
environment for private-sector-led economic growth and has made strategic private sector 
investments, which have catalyzed additional private sector investment. The focus for ADB’s 
private sector activities will probably remain in the banking, telecommunications, and energy 
and mining sectors. Given public and private sector capacity and institutional constraints, 
public–private partnerships are not expected to be a major feature in the medium term.  
 

2. Thematic Focus 

73. ANDS Crosscutting Concerns. The crosscutting concerns identified in the ANDS are 
(i) gender equity, (ii) counter-narcotics, (iii) regional cooperation, (iv) anticorruption, and v) the 
environment. Measures to ensure effective mainstreaming of these themes are included in all 
sector and thematic road maps, including use of gender and counter-narcotics checklists to 
guide the mainstreaming of these concerns in the design and processing of ADB-supported 
activities. ADB’s forward programming pays particular attention to the following themes.  
 

(i) Counter-narcotics. ADB’s efforts to increase access to markets and to provide 
income-generating opportunities will contribute to the overall counter-narcotics 
agenda. A checklist will help ensure that counter-narcotics issues are taken into 
account in all ADB-supported activities (Appendix 6, Box A6.1).   

(ii) Capacity development. ADB will focus its capacity development efforts on 
priority sectors. Substantive medium-term advisory technical assistance (TA), 
with a focus on capacity development (including mobilizing support for long-term 
training), will be included in all ADB-financed projects.67 Sustained TA support is 
required to (a) substitute for the lack of skilled staff in ministries, (b) compensate 
for institutional weaknesses and human capacity gaps during planning and 
implementation, and (c) provide longer-term capacity development support.  

(iii) Gender. Given persistent gender inequalities and women’s limited access to 
economic opportunities and services, ADB will strive to mainstream gender in its 
activities by identifying suitable entry-points. Targeted gender TA support may be 
provided to promote gender in key sectors (and related agencies) or for other 
activities that add a gender dimension to other ADB-supported activities.  

                                                 
66  ADB. 2006. Second Governance and Anticorruption Plan II (GACAPII). Manila.  
67 Capacity development initiatives will, where appropriate, be included as integral components of ADB-financed 

projects, and as part of long-term capacity development support to key sectors of engagement.  ADB will cooperate 
fully with the Government and its development partners in formulating and implementing an overall capacity 
development strategy.   
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(iv) Governance (including anticorruption activities). Consistent with GACAP II, 
better public expenditure planning, management, and accountability will be key 
elements of ADB’s sector development activities and will contribute to improved 
portfolio management and project implementation. Attention will be paid to 
systems to reduce opportunities for corruption through corruption risk 
management plans in key sectors of engagement.     

(v) Private sector development. ADB will continue to support private sector 
development through supporting an enabling environment for a vigorous private 
sector. ADB’s Private Sector Operations Department will continue to make 
strategic investments that catalyze additional private sector investment.  

(vi) Regional Cooperation. ADB will continue to support selected regional 
cooperation efforts, with focus on activities supported through the Central Asia 
Regional Economic Cooperation (CAREC) initiative. The scope for regional 
cooperation interventions will be assessed in planning support to selected 
sectors of engagement.  

 
74. The priority themes for Afghanistan are discussed fully in Appendix 6.  
 

3. Results-Based Approach and Planned Outcomes 

75. Results-Based Approach. Emphasis on development effectiveness and management 
for development results is embedded in the ANDS and Afghanistan Compact through defined 
targets and benchmarks. Related monitoring mechanisms are in place, including through the 
JCMB (of which ADB is a full member). The CPS results framework (Table 5) is directly linked to 
the ANDS and Afghanistan Compact results frameworks. Problem tree analyses and sector and 
thematic road maps (Appendix 6) describe key expected outcomes from ADB assistance, the 
results chain, links, and results indicators for monitoring implementation, again derived from the 
ANDS and Afghanistan Compact. As part of effective portfolio management, more attention will 
be given to monitoring progress toward project and TA design and monitoring framework goals 
and objectives. Under direction of the Government, increased effort also will be directed to 
monitoring ADB’s compliance with key Paris Declaration principles.    
   
76. Key Expected CPS Outcomes. This CPS focuses on ANDS pillar 3, economic and 
social development. ADB-supported activities will contribute to the high economic growth rates 
required to support the Government’s other development objectives, including poverty 
reduction. The key expected outcomes are as follows (see Appendix 6 for more detail).  
 

(i) ADB’s investments in agriculture, irrigation, and improved water resources 
management will directly contribute to a 20% expansion in the area under 
irrigation by 2010, leading to increases in agriculture output of 6% per year and in 
agricultural exports of 9% per year.   

(ii) ADB support for energy development will contribute to the goal of providing 
access to power for at least 65% of urban and 25% of rural households by 2010.  

(iii) ADB’s support for improved road and energy infrastructure and for the agriculture 
sector will contribute to average GDP growth of at least 9% per year.  

(iv) With support from ADB and other development partners, the initial rehabilitation 
of the Afghanistan ring road, and connecting links to neighboring countries, will 
be mostly completed by the end of 2009. Better roads will allow an increase in 
average journey speed from the current 35 kilometers per hour to 50 kilometers 
per hour on the regional and national road networks by 2012.  
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(v) Overall investments in regional cooperation, trade facilitation and road 
rehabilitation will contribute to an increase in the value of official trade with 
neighboring countries from $4.7 billion in 2005 to $12 billion in 2016.   

(vi) ADB’s support for a better enabling environment for private investment, together 
with catalytic private sector investments, will help ensure that private investment 
increases from 4% of GDP in 2005, to 6% of GDP in 2010. 

 
C. ADB Assistance for the Strategic Priorities  

77. Other Financing Parameters and Cost-Sharing Arrangements. Under ADB’s ADF IX 
grant allocation framework, Afghanistan was eligible for 50% grant financing. Beginning in 2007, 
as part of ADB’s revised ADF grant framework, Afghanistan became eligible for 100% ADF 
grant financing.68 As outlined in Appendix 3, ADB will finance up to 99% of its investment 
projects in Afghanistan.69 No limit is placed on recurrent cost financing, provided that there is 
strong emphasis on arrangements to ensure sustainability after the cessation of ADB financing. 
 
78. As the result of an ADB decision to follow the International Development Association’s 
approach to post-conflict assistance, Afghanistan will be subject to a 6-year phaseout from 
exceptional post-conflict assistance beginning with its 2009–2010 ADF biennial allocation. In 
2009–2010 Afghanistan will receive its performance-based allocation (PBA) plus a premium as 
exceptional assistance. The premium will be the country’s ADF IX allocation ($200 million per 
year) scaled up in proportion to the increase in Asian Development Fund (ADF) operations as a 
result of the ADF X replenishment exercise. Afghanistan’s allocation for the 2009–2010 
biennium will therefore be $570.73 million (or $285.37 million per year). Afghanistan’s allocation 
for the subsequent two bienniums (2011–2012 and 2013–2014) will be reduced on a pro-rata 
basis until Afghanistan’s ADF allocation is determined through ADB’s regular PBA system for 
2015–2016.70 For planning purposes, the 2011–2012 ADF allocation has been targeted at a 
minimum of $250 million per year.71 In line with such changes, beginning in 2008, ADB will 
prepare an annual post-conflict performance indicators (PCPI) assessment and the regular 
annual PBA country performance assessment (CPA) for Afghanistan. 
 
79. The bulk of ADB’s assistance to Afghanistan over the 2009–2013 period will be 
programmed through MFFs for the power, road transport, and irrigation subsectors. The MFF 
modality is well-suited to these particular subsectors, in that an overall sector road map has 
been elaborated for each, including strategic context, policy framework, and financing plan. 
MFFs provide predictability and efficiency to ADB’s operation business plan. They also allow 
Government executing agencies to draw finance in line with their absorptive capacity and 
project readiness. In addition to helping to improve management of ADB’s ADF resources, 
MFFs permit more timely and reliable cost estimates for MFF subprojects and tranches, a 
source of great concern given rapid increase in material costs and security-related escalations 
in construction costs. MFFs allow ADB, the Government, and other development partners 
working in these key economic infrastructure sectors to undertake key sector analytical and 
policy work in conjunction with project-based activities. MFFs also provide a platform for mixing 
infrastructure investment with non-investment activities, including ongoing institutional and 
human capacity development.  
 
                                                 
68 ADB. 2007. Revising the Framework for Asian Development Fund Grants. Manila.  
69  This is in line with World Bank practice in Afghanistan.   
70 Given Afghanistan’s complex development and security environment, including continued active conflict, the 

phasing out of the postconflict premium will be re-assessed during the ADF X midterm review. 
71 ADB. 2008. Refining the Performance-Based Allocation of Asian Development Fund Resources. 2008.   
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80. The country operations business plan is in Appendix 7.  
 
D. External Funding Coordination and Partnership Arrangements  

81. The JCMB meets at least quarterly to monitor progress in Afghanistan Compact and 
ANDS implementation, to discuss emerging priorities or necessary changes in strategy, and to 
identify and address key difficulties or other implementation constraints or bottlenecks (para. 
49). A Government Coordinating Committee, supported by standing committees for each of the 
three ANDS and Afghanistan Compact pillars, has primary responsibility for overseeing the 
implementation of the ANDS and the Compact, including reporting on progress toward 
benchmarks as well as the country’s core economic policy objectives. In addition to the 
Government Coordinating Committee, the Ministry of Finance chairs a Government–donor Aid 
Effectiveness Working Group that focuses on alignment with the Paris Declaration. A donor 
External Advisory Group meets regularly to discuss key coordination and partnership issues, 
with a focus on ANDS implementation. The United Nations Assistance Mission in Afghanistan 
also convenes ad hoc meetings to discuss security, development, and humanitarian 
coordination issues.   
 
82. The architecture built around the ANDS and the Afghanistan Compact provides a strong 
foundation for effective donor coordination and support, with the Compact committing donors to 
improving aid effectiveness in line with the Paris Declaration. The ANDS and Afghanistan 
Compact targets and benchmarks also provide a clear framework for development results.  
 
83. It is expected that the Japan Fund for Poverty Reduction will continue to provide 
significant financing in support of ADB’s overall program in Afghanistan. ADB and the Embassy 
of Japan in Kabul have identified a pipeline of possible projects that will directly complement the 
ADF-financed country operations business plan.  
 
 

V. RISKS AND PERFORMANCE MONITORING AND EVALUATION 

A. Risks  

84. Security Risks. Ongoing conflict and generalized insecurity pose a major risk to the 
effective delivery of public services and other development activities. Insecurity is also a critical 
impediment to private, and particularly foreign, investment, and thus holds back employment 
creation. Poor security can increase the overall cost of development projects by as much as 
20% because of direct security mitigation measures, high security-related salary and other 
personnel costs, and implementation delays (which often result in cost over-runs). Direct 
security threats to development initiatives throughout the country will require a heightened 
government response to ensure that implementation delays are minimized. To mitigate security 
risks, ADB will increase its efforts to engage communities in project areas. Where feasible, ADB 
will include a community development component in major infrastructure projects so 
communities in project areas will receive some direct benefit and hence have a real stake in 
ADB project activity.72 ADB will try to focus its projects on a number of geographical areas, 

                                                 
72 It is proposed that such community development components will be implemented by the Ministry for 

Reconstruction and Rural Development as part of the National Solidarity Program (NSP). The NSP helps organize 
and build the capacity of community development councils and provides block grant funding for community 
development activities. While the NSP does not include a specific conflict management component, the program is 
nationally-owned and managed, culturally grounded, and geared to helping communities prioritize, plan, and 
implement development activities.  
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although the scope of its infrastructure projects may limit such geographic concentration. 
Through a designated security unit, the ADB resident mission will continue to provide ADB staff, 
consultants, and contractors with security advice and support to develop and implement project-
specific security plans. As required, ADB may consider additional security-related investments 
to mitigate risks to ADB personnel and to help ensure the safe and timely implementation of 
ADB-financed activities.   
 
85. Institutional and Governance Risks. The Government’s limited institutional capacity 
and weak systems of accountability pose another risk to ADB operations (paras. 31 and 37-38). 
Relatively large levels of TA will be needed to (i) compensate for institutional weaknesses 
during planning and implementation, and (ii) provide longer-term capacity development support.  
 
86. Public Financial Management, Procurement, and Anticorruption. Afghanistan’s 
weak institutions and accountability mechanisms present risks with respect to public financial 
management, procurement activities, and corruption. While there has been progress in 
improving accountability mechanisms at the central level, more work is required at subnational 
levels, where government institutions remain critically weak.  
 
87. Low public sector salaries and weak management systems provide incentives and 
opportunities for corruption.73 In line with the GACAP II, ADB has undertaken institutional 
corruption risk assessments for the customs, energy, and road transport sectors. Other 
development partners are preparing assessments for other sectors. These assessments will be 
used to prepare sector-specific corruption risk management plans to reduce vulnerabilities to 
corruption, particularly with respect to public financial management and procurement.  
 
B. Results-Based Monitoring Process and Plan  

88. The CPS is directly aligned with the ANDS. Key CPS results-based indicators (Table 5 
and Appendix 6) reflect the targets and benchmarks in the Afghanistan Compact and the ANDS 
and will be linked to their monitoring mechanisms. Through ongoing technical assistance 
projects ADB will provide interim support to the Central Statistics Office and other government 
agencies to help improve results-based monitoring of sector outcomes.    
 
89. Annual monitoring of CPS implementation will be conducted as part of the country 
portfolio performance review, which should ensure that the reviews have a stronger focus on 
development results.74 Rolling country operations business plans will be prepared every year. 
 
90. A CPS midterm review will be submitted to the ADB Board of Directors in 2010 and will  
(i) review the continued relevance of the CPS’s strategic thrust, taking into account any changes 
in the ANDS, (ii) report on progress toward achieving CPS outcomes, (iii) adjust the monitoring 
indicators of the results framework and sector road maps in line with ANDS targets, and  
(iv) outline the need for any mid-course adjustment of the strategy. Preparations for a country 
assistance program evaluation (CAPE) will begin 2 years before preparation of the next CPS to 
ensure its findings are fully addressed in the subsequent CPS. 

                                                 
73 The Government’s report to the JCMB meeting in Berlin in January 2007 (page 3) notes that the Government’s 

governance agenda is dependent on international support to address: “pervasive corruption, low public sector 
capacity… Corruption is exacerbated by endemic poverty, lack of support for our public institutions…, the 
weaknesses and complexity of the aid process, and the power of the narcotics trade.” In August 2008 the 
Government established a High Office of Oversight for the Implementation of the National Anti-Corruption Strategy 
as a successor agency to the General Independent Administration for Anti-Corruption.  

74 ADB. 2007. CPS Guidelines. Manila (p. 25). 
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Table 5: Country Partnership Strategy Results Framework  
 

Country Development Goals Country Partnership Strategy 
Outcomes 

Country-Level Outcomes  Key Constraints  CPS Outcomes Outcome 
Indicators 

Key Areas of 
ADB 

Intervention 

Risks 

Security 
 
Ensure security of state, persons 
and property through the 
implementation of an integrated 
and sustainable defense, security, 
and law and order policy. (ANDS, 
Executive Summary, p. 4).  
 
As per the ANDS (p.56) expected 
outcomes for the security sector 
are: 
 
• an effectively coordinated 
security sector, where decisions 
and plans are made and 
implemented in a timely fashion 
and external and internal threats 
are deterred, contained, or 
eliminated; 
• Afghan National Army (ANA) 
and Afghan National Police (ANP) 
operationally capable of 
performing assigned missions and 
tasks; 
• ANA and ANP expenditures are 
fiscally sustainable; 
• citizens have an enhanced level 
of justice with the help of ANP and 
ANA; 
• the narcotics industry is 
reduced in line with national 
counter narcotics strategy; 
• corruption in the ANA, ANP, 
and amongst government officials 
is reduced; 
• casualties and death caused by 
unexploded ordnance, and the 
number of affected communities 
are reduced 
 

 
 
Strong national and 
international donor focus on 
improved security, with better 
security and enhanced 
economic and social 
development seen as co-
dependent.  
 
Terrorism, instability and weak 
capacity of governance 
prevent the Government from 
establishing effective control in 
some areas.  
 
Large-scale production of 
narcotics, and related drug 
trafficking contributes to 
insecurity.  
 

 
 
Accelerated 
economic growth and 
poverty reduction will 
directly contribute to 
improved security 

 
 
Growth in private 
investment and GDP 
See also poverty 
reduction and 
economic growth 
indicators outlined in 
“Socioeconomic 
Development” 
(below). 

 
 
Activities 
contributing to 
Afghanistan’s 
accelerated 
economic growth 
and poverty 
reduction are 
specified under 
“Socioeconomic 
Development” 
(below).  
 

 
 
Lack of sustained access 
to the benefits of 
socioeconomic 
development contributes 
to continuing conflict—
however, this would be 
mitigated by the 
realization of ANDS 
socioeconomic 
development goals  
 
Insufficient or diminished 
commitment to 
undertake public 
administration and other 
reform  
 
Vested interests may 
resist change—however, 
a solid analysis of the 
issues, and 
dissemination of 
information will help to  
build broad-based 
support for reform 
 
Continuing conflict is a 
significant risk that could 
undermine CPS results 
—however, this may be 
mitigated by the fact that 
the Government has 
committed to working 
with the international 
community to restore 
and sustain 
improvements in security 
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Country Development Goals Country Partnership Strategy 
Outcomes 

Country-Level Outcomes  Key Constraints  CPS Outcomes Outcome 
Indicators 

Key Areas of 
ADB 

Intervention 

Risks 

• public trust in the Government’s 
ability to deliver justice and 
security is strengthened as 
illegally armed groups are 
disbanded and reintegrated 
• opium poppy cultivation is 
eventually eradicated and there is 
a crack-down on narcotics 
production and drugs trafficking 
 
Socioeconomic Development 
 
Reduce poverty, ensure 
sustainable development through 
a private-sector-led market 
economy, improve human 
development indicators, and make 
significant progress toward 
achieving the MDGs.  
 
As per the ANDS (Executive 
Summary, p.9), targeted outcomes 
are: 
 
• the proportion of people living 

on less than $1 a day will 
decrease by 3% per year; 

• the proportion of people who 
suffer from hunger will 
decrease by 5% per year; 

• the net enrolment in primary 
school for girls and boys will be 
at least 60% and 75% 
respectively by 2010; 

• female teachers will be 
increased by 50% by 2010; 

• 70% of Afghanistan’s teachers 
will have passed a competency 
test by 2010; 

• the under-5 mortality rate will 
be reduced by 50% between 
2002 and 2013; 

• the maternal mortality ratio will 

 
 
Continued instability 

Poor state of infrastructure 

Low levels of human capital 
development and institutional 
capacity 

Lack of a proper enabling 
economic environment 
 

 

Agriculture 
 
Key outcomes will be 

• improved food self-
reliance 

• accelerated growth 
in commercial 
agriculture, 
resulting in sharp 
increase in 
agriculture exports 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Share of population 
living in hunger to 
decrease by 5% per 
year 
 
Agriculture output to 
increase by 6% per 
year 
 
Horticulture exports 
to increase from 
$127 million in 2006 
to $180 million by 
2010 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Ongoing 
 
JFPR-financed 
irrigation 
rehabilitation and 
rural business 
support projects 
and Western Basins 
Water Resources 
Management 
Project  
 
CPS 2009–2013 
 
Continued focus on 
irrigation and water 
resource 
management (2009 
MFF) and 
agriculture market 
infrastructure 
 
Continued human 
and institutional 
capacity 
development  in 
support of improved 
sector policy and 
planning 
 
 
 
 

 
 
Illegal opium economy 
undermines efforts to 
develop legitimate 
business—however, this 
would be mitigated by 
mainstreaming counter-
narcotics initiatives in all 
development activities 
 
There may be a failure to 
strengthen institutional 
capacity—however, this 
would be mitigated by 
continuing support from 
ADB and other donors 
for Government reform  
efforts and for capacity 
and institutional 
development support to 
strengthen key 
institutions 
 
Resistance to gender 
equity and lack of 
targeted support may 
mean that women do not 
receive an equitable 
share of development 
impacts—however, this 
would be partly mitigated 
if the Government and 
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Country Development Goals Country Partnership Strategy 
Outcomes 

Country-Level Outcomes  Key Constraints  CPS Outcomes Outcome 
Indicators 

Key Areas of 
ADB 

Intervention 

Risks 

be reduced by 50% between 
2002 and 2013; 

• the Basic Package of Health 
Services will be extended to 
cover at least 90% of the 
population by 2010; 

• the proportion of people without 
sustainable access to safe 
drinking water and sanitation 
will be halved by 2020; by 
2013, 50% of households in 
Kabul and 30% of households 
in other urban areas will have 
access to piped water; 90% of 
villages will have access to 
drinking water and 50% of 
villages will have access to 
sanitation 

 

 
 
 
Energy  
 
The provision of 
reliable, affordable 
energy based on 
market-based private 
sector investment and 
public sector 
oversight, including 
investments in 
Afghanistan’s own 
sources of energy 
Development of 
energy links with 
neighboring countries 
A strategy for 
renewable energy 
formulated, approved 
and under 
implementation  
 
 
 
 
 
 
 
Transport  
 
A safe, integrated 
transportation 
network that ensures 
connectivity and 
enables low-cost and 
reliable movement of 
people and goods 
within Afghanistan as 
well as to and from 
regional destinations. 
 
 

 
 
 
 
 
By end 2010, 
electricity to reach at 
least 65% of 
households and 90% 
of nonresidential 
establishments in 
major urban areas 
and at least 25% of 
households in rural 
areas 
 
By end 2010, at least 
75% of energy costs 
to be recovered from 
users connected to 
the national power 
grid 
 
Information on 
renewable energy 
strategy understood 
at  provincial and 
community levels, 
especially by women 
 
 
 
Ring road and roads 
connecting the ring 
road to neighboring 
countries to be fully 
upgraded and 
maintained by 2010 
 
By end-2010, 
Afghanistan and its 
neighbors to have 
achieved lower  

 
 
 
Ongoing 
 
Completion of 
approved 
transmission 
projects 
 
CPS 2009–2013 
 
MFF to provide  
continued 
investment in 
energy generation, 
transmission and 
distribution 
(including small and 
medium-sized 
hydroelectric works 
and renewable 
energy) 
 
Continued energy 
sector human and 
institutional capacity 
development 
 
 
Ongoing 
 
Completion of 
approved ring road 
and other road 
sector investments 
(as well as 
completion of 
Regional Airports 
Rehabilitation 
Project) 
 
 
 

ADB mainstream gender 
concerns in ADB 
interventions 
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Country Development Goals Country Partnership Strategy 
Outcomes 

Country-Level Outcomes  Key Constraints  CPS Outcomes Outcome 
Indicators 

Key Areas of 
ADB 

Intervention 

Risks 

Implementation of a 
comprehensive 
operation and 
maintenance (O&M) 
system that ensures 
sustainability of O&M 
costs 
 
 
 
 

transit times through 
Afghanistan by 
means of cooperative 
border management 
and other multilateral 
and bilateral trade 
and transit 
agreements 
 
Transit trade through 
Afghanistan to 
increase from $6.5 
billion in 2005 to 
$21.8 billion by 2010. 
 
Regional airports to 
be upgraded to 
facilitate domestic air 
transportation  
 

CPS 2009–2013 
 
Continued focus on 
rehabilitation and 
construction of 
major roads, 
including links to 
neighboring 
countries 
Continued road 
sector human and 
institutional capacity 
development  
Support for 
establishment of 
sustainable road 
maintenance O&M 
system  
 
Possible support for 
development of rail 
infrastructure 
 

Capacity Development 
 
 
Establish institutional mechanisms 
to support capacity development, 
mainly in the public sector but, 
where appropriate, also in 
supporting institutions and 
initiatives to enable the private 
sector to participate and benefit 
from such mechanisms  
 

 
 
 
Limited and very weak human 
capacity, with critical 
weakness at subnational 
levels, constrains 
implementation of 
development activities 
 
Middle-level management 
capacity is severely 
constrained  
 
Lack of a  strong institutional 
mechanism to coordinate the 
provision of donor-financed 
technical assistance 
 
 

 
 
 
Basic business, 
human resource and 
financial management 
systems in place and 
operational by 2010 
 
Reduced reliance on 
long-term 
international 
consultants for 
program 
implementation by 
2012 

 
 
 
More capacity at 
ministries, especially 
in public financial 
management, 
procurement, and 
anticorruption efforts 

Ongoing and  
CPS 2009–2013 
 
Continued 
institutional and 
human capacity 
development 
provided to key 
sector counterpart 
agencies with a 
focus on public 
financial 
management, 
procurement and 
anticorruption 
activities as well as 
sector-based reform

 
 
 
ADB investment projects 
do not include sufficient 
amounts of technical 
assistance or such 
assistance is poorly 
targeted 
TA monitoring and 
administration may be 
inadequate 
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Country Development Goals Country Partnership Strategy 
Outcomes 

Country-Level Outcomes  Key Constraints  CPS Outcomes Outcome 
Indicators 

Key Areas of 
ADB 

Intervention 

Risks 

Gender 
 
 
Achieve gender equality – a 
condition where women and men 
fully enjoy their rights, equally 
contribute to and enjoy the 
benefits of development and 
neither is prevented from pursuing 
what is fair, good, and necessary 
to live a full and satisfying life.  
 

 
 
 
Traditional Afghan cultural 
values which perpetuate 
current low status of women 
Although the Afghanistan 
Constitution and the country’s 
adherence to various 
international conventions 
commits Afghanistan to gender 
equity, lack of political and 
societal will and weak 
institutional structures (e.g. the 
Ministry of Women’s Affairs) 
constrain effective 
mainstreaming of gender 
issues   
 

 
 
 
Women and men 
benefit equally from 
positive impacts of 
ADB interventions, 
including improved 
access to service 
delivery 

 
 
 
Attainment of the 13 
gender-specific 
benchmarks of the 
Afghanistan Compact 
and ANDS, including 
the 5-year priorities 
of the National Action 
Plan for Women  
Development of basic 
institutional 
capacities of target 
ministries and 
agencies with respect 
to gender 
mainstreaming 

Ongoing and  
CPS 2009-2013 
 
Gender is 
mainstreamed in  all 
ADB activities, with 
possible targeted 
TA support 
 

 
 
 
A shortage of gender-
sensitive staff results in 
failure to include 
adequate enough gender 
elements in ADB 
investments 

Governance 
 
 
Strengthen democratic processes 
and institutions, human rights, the 
rule of law, delivery of public 
services and government 
accountability 
Strengthen government 
institutions at central and local 
levels 
Achieve measurable 
improvements in the delivery of 
services and protection of rights of 
all Afghans 

 
 
 
Government lacks trained 
people, management systems, 
and communications 
Commitment to administrative 
reform is uneven 
Corruption is pervasive in 
procurement, public works, 
service delivery, tax collection, 
and policing. 

 
 
 
More efficient use of 
public investment and 
recurrent expenditure 
 
Systems established 
in key counterpart 
agencies to improve 
accountability 
 
By the end of 2010, 
public administration 
restructured to ensure 
a fiscally sustainable 
administration 
 
Civil service functions 
strengthened to 
reflect core functions 
and responsibilities 
 
 

 
 
 
Total budget revenue 
to increase from 
4.5% of GDP in 2004 
to 8% of GDP by 
2010 
 
Effective 
implementation of 
ANDS with a 
functioning poverty 
monitoring system 
 
Joint monitoring 
reports on progress 
in implementing 
governance reform  
 
Joint monitoring 
reports on progress 
in implementing 
anticorruption efforts  

Ongoing and CPS 
2009-2013 
 
Financial 
Management and 
Public 
Administration 
Reform Program  
 
Private Sector and 
Financial Market 
Development 
Program  
 
Implementation of 
GACAP II 
institutional 
corruption risk 
assessments and 
risk mitigation plans 
in key sectors of 
engagement 

 
 
 
Insufficient attention is 
given to governance 
issues in design of ADB-
supported investment 
projects 



 

 

 
35

Country Development Goals Country Partnership Strategy 
Outcomes 

Country-Level Outcomes  Key Constraints  CPS Outcomes Outcome 
Indicators 

Key Areas of 
ADB 

Intervention 

Risks 

Improved systems 
and mechanisms 
established in ADB 
counterpart agencies 
to reduce 
opportunities for 
corruption 

 

Private Sector 
 
 
Enable the private sector to lead 
Afghanistan’s development, with 
the Government serving as policy 
maker and regulator of the 
economy, not its competitor  

 
 
 
Insecurity as well as poor 
investment climate (excess of 
business regulations and 
procedures, corruption) 
constrains private sector 
development 
 
Lack of access to credit and 
low financial intermediation 

 
 
 
Improved enabling 
environment for rural 
enterprises, and for 
the private sector 
generally 
 
Additional private 
sector investment and 
galvanized overall 
economic growth 
through ADB private 
sector investments  
 

 
 
 
Growth in private 
sector output of 10% 
per year to 2011 
 

Ongoing and  
CPS 2009–2013 
 
Continued ADB 
support for private 
sector development 
through strategic 
investments to 
catalyze additional 
private sector 
financing as well as 
support for an 
improved enabling 
environment 

 

Regional Cooperation 
 
Contribute to regional stability and 
prosperity, and enhance the 
conditions for Afghanistan to 
resume its central role as a land 
bridge between Central and South 
Asia, and the Middle East and the 
Far East, as the best way of 
benefiting from increased trade 
and export opportunities.  
 

 
 
Afghanistan’s regional 
cooperation goals, and 
particularly improved security,  
cannot be achieved without 
close cooperation from its 
regional partners 

 
 
Increased revenue 
and expanded 
economic activity as a 
result of better 
regional cooperation, 
including expanded 
transport, energy, and 
other links enabling 
Afghanistan, as a 
transit country, to 
better meet its main 
development 
challenges 
 
A freer market as a 
result of the removal 
of trade impediments 
and lower trade 

 
 
Regional cooperation 
agreements signed 
and implemented  
Increased levels of 
legal cross-border 
trade and investment 
 
By 2011, improved 
road infrastructure 
provides all Central 
Asian capitals with 
access to seaports 
within 36 hours 

Ongoing 
 
Completion of road 
links with 
neighboring 
countries and 
regional energy 
transmission 
projects 
 
CPS 2009–2013 
 
Scope for regional 
cooperation 
proactively 
assessed as part of 
all investment 
projects, with 
increased focus on 
socio-economic 
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Country Development Goals Country Partnership Strategy 
Outcomes 

Country-Level Outcomes  Key Constraints  CPS Outcomes Outcome 
Indicators 

Key Areas of 
ADB 

Intervention 

Risks 

barriers, which will 
enhance the flow of 
goods, services, 
investment, and 
technology, all of 
which will support 
Afghanistan’s 
economic 
development 
 
More cross border 
initiatives, including 
harmonization of 
standards and 
regulations 
 
Better security as a 
result of better border 
management and 
regional customs 
cooperation, which 
will help fight 
organized cross-
border crime (e.g., 
trafficking in narcotics 
and armaments) 
 

impact of regional 
cooperation 
activities 
 
Additional support 
for regional 
cooperation human 
and institutional 
capacity 
development 
 

ADB = Asian Development Bank, ANA = Afghan National Army, ANDS = Afghanistan National Development Strategy, ANP = Afghan National Police, CPS = country 
partnership strategy, GACAP II = (ADB) Governance and Anti-Corruption Action Plan II, GDP = gross domestic product, O&M = operations and maintenance,  
TA = technical assistance. 
Source: Islamic Republic of Afghanistan. 2008. Afghanistan National Development Strategy 1387-1391 (2008-2013): A Strategy for Security, Governance, Economic 
Growth and Poverty Reduction (ANDS). Kabul.  
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COUNTRY AND PORTFOLIO INDICATORS 
 

Table A1.1: Progress Toward the Millennium Development Goals and Targetsa 
 

Country Status Global MDG Goals and 
Targets 

MDG Goals and Targets as 
Revised for Afghanistan Indicator Base Year and 

Data Source 
Baseline 

Value 
Target for 

2020 
Goal 1: Eradicate Extreme Poverty and Hunger 
Target 1 Halve, between 1990 and 
2015, the proportion of people 
whose income is less than $1 a 
day. 
 
 
 
 
 
 
 
Target 2: Halve, between 1990 and 
2015, the proportion of people who 
suffer from hunger. 

Target 1: Reduce the proportion of 
people whose income is less than 
$1 a day by 3% per annum until 
2020. 
 
 
 
 
 
 
 
Target 2: Reduce the proportion of 
people who suffer from hunger by 
5% per annum until 2020. 

• Proportion of population 
below $1 per day 
• Proportion of people below 
national poverty line 
• Poverty gap ratio (incidence 
x depth of poverty) 
• Share of poorest quintile in 
national consumption 
• Prevalence of underweight 
children under 5 years of age 
 
• Proportion of population 
below minimum level of dietary 
energy 

2005, NRVA 
 
2005, NRVA 
 
2005, NRVA 
 
2005, NRVA 
 
2002, UNICEF/CDC 
 
 
2003, NRVA 

TBD 
 

TBD 
 

TBD 
 

TBD 
 

41% 
 
 

20% 

TBD 
 

TBD 
 

TBD 
 

TBD 
 

TBD 
 
 

9% 

Goal 2: Achieve Universal Primary Education 
Target 3: Ensure that, by 2015, 
children everywhere, boys and girls 
alike, will be able to complete a full 
course of primary schooling. 

Target 3: Ensure that, by 2020, 
children everywhere, boys and girls 
alike, will be able to complete a full 
course of primary schooling. 

• Net enrollment ratio in 
primary education 
• Proportion of pupils starting 
grade 1 who reach grade 5 
• Literacy rate of 15-24-year- 
olds 

2003, UNICEF/CSO 
 
2003, UNICEF/CSO 
 
2003, UNICEF/CSO 

54% 
 

45% 
 

34% 

100% 
 

100% 
 

100% 

Goal 3: Promote Gender Equality and Empower Women 
Target 4: Eliminate gender 
disparity in primary and secondary 
education, preferably by 2005, and 
in all levels of education no later 
than 2015. 

Target 4: Eliminate gender disparity 
at all levels of education no later 
than 2020. 
 

• Ratio of girls to boys in 
primary, secondary, and 
tertiary education 
 

2003, MICS 
 

Primary  
0:6 

Secondary  
0:33 

Tertiary  
0:21 

 

1:0 at all 
levels by 

2015 
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Country Status Global MDG Goals and 
Targets 

MDG Goals and Targets as 
Revised for Afghanistan Indicator Base Year and 

Data Source 
Baseline 

Value 
Target for 

2020 
 Target 5: Reduce gender disparity 

in economic areas by 2020. 
 
Target 6: Increase female 
participation in elected and 
appointed bodies at all levels of 
government to 30% by 2020. 
 
Target 7: Reduce gender disparity 
in access to justice by 50% by 
2015 and completely by 2020. 

• Ratio of literate females to 
males (15-24-year olds)  
 
• Ratio of female to male 
government employees 
 
 
 
• Proportion of seats held by 
women in national, provincial, 
and district representative 
bodies 
 
• Adoption, review, and 
amendment of legislation that 
protects the rights of women, 
particularly in employment, 
family rights, property and 
inheritance and in accordance 
with the Constitution  
 
• Adoption of legislation that 
criminalizes all forms of gender 
and sexually-based violence 

2003, MICS 
 
 
2004 
 
 
 
 
— 
 
 
 
 
— 
 
 
 
 
 
 
 
— 
 

0.34 
 

 
Central 
29%; 

Prov.17% 
 
 
Minimum of 

25% for 
National 

Assembly 

1:0 by 2015 
 
 

1:1 
 
 
 
 

30% 

Goal 4: Reduce Child Mortality 
Target 5: Reduce by two thirds, 
between 1990 and 2015, the 
under-5 mortality rate. 

Target 8: Reduce by 50%, between 
2003 and 2015, the under-5 
mortality rate, and further reduce 
the under-5 mortality rate to one 
third of the 2003 level by 2020. 

• Under-5 mortality rate (per 
1000 live births) 
• Infant mortality rate (per 
1000 live births) 
• Proportion of 1-year old 
children immunized against 
measles (%) 
 
 
 
 

2003, UNICEF 
 
2003, UNICEF 
 
2003, UNCEF/MICS 

230  
 

140  
 

75 

76 
 

46 
 

100 

Goal 5: Improve Maternal Health 
Target 6: Reduce by three 
quarters, between 1990 and 2015, 
the maternal mortality ratio (MMR) 

Target 9: Reduce by 50%, between 
2002 and 2015, the MMR, and 
further reduce the MMR to 25% of 
the 2003 level by 2020. 

• Maternal mortality ratio (per 
100,000 live births) 
• Proportion of births attended 
by skilled personnel 
• Fertility rate (number of live 
births per woman 

2002, UNICEF/CDC 
 
2002, MICS 
 
 
2002,UNICEF/MICS 
 

1600 
 

14.3% 
 
 

6.3% 
 

400 
 

75% 
 
 

3.1 
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Country Status Global MDG Goals and 
Targets 

MDG Goals and Targets as 
Revised for Afghanistan Indicator Base Year and 

Data Source 
Baseline 

Value 
Target for 

2020 
• Proportion of women 
receiving professional ante-
natal care 
 

1999, WHO 12% 50% 

Goal 6: Combat HIV/AIDS, Malaria, and Other Diseases 
Target 7: Have halted by 2015, and 
begun to reverse, the spread of 
HIV/AIDS. 
 
Target 8: Have halted by 2015, and 
begun to reverse, the incidence of 
malaria and other major diseases. 

Target 10: Have halted by 2015, 
and begun to reverse, the spread 
of HIV/AIDS. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Target 11: Have halted by 2015, 
and begun to reverse, the 
incidence of malaria and other 
major diseases. 

• HIV prevalence among 
blood donors 
• Condom use rate as a 
proportion of the contraceptive 
prevalence rate 
• Percentage of population 
aged 15-49 with 
comprehensive and correct 
knowledge of HIV/AIDS 
• Contraceptive prevalence 
rate 
• Proportion of blood samples 
screened for HIV/AIDS 
• Proportion of women’s 
unmet needs for family 
planning met 
• Proportion of injecting drug 
users in treatment by 2015 
 
 
• Proportion of population in 
malaria-risk areas using 
effective malaria prevention 
and treatment measures 
• Prevalence and death rates 
associated with tuberculosis 
 
 
 
 
 
 
• Proportion of tuberculosis 
cases detected and cured 
under directly observed 
treatment, short course 
(DOTS) 
 
 

No data 
 
2003, UNICEF/MCS 
 
 
— 
 
 
 
 

2003,UNICEF/MICS 
 
— 
 
— 
 
 
— 
 
 
 
2003 
 
 
 
2003, WHO 
 
 
 
 
 
 
 
2005, WHO 
 
 
 
 
 
 

 

TBD 
 
5% 
 
 
TBD 
 
 
 
6% 
 
TBD 
 
TBD 
 
 
TBD 
 
 
 
18% 
 
 
 
Active 
cases 333 
per 100,000 
per year, 
deaths 100 
per 100,000 
per year 
 
 
Cases 
detected 
and cured 
24% 

TBD 
 
TBD 
 
 
TBD 
 
 
 
10% 
 
100% 
 
50% 
 
 
60% 
 
 
 
80% 
 
 
 
 
 
 
 
 
 
 
 
 
75% 
detected 
and 85% 
treated 
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Country Status Global MDG Goals and 
Targets 

MDG Goals and Targets as 
Revised for Afghanistan Indicator Base Year and 

Data Source 
Baseline 

Value 
Target for 

2020 
Goal 7: Ensure Environmental Sustainability 
Target 9: Integrate the principles of 
sustainable development into 
country policies and programs and 
reverse the loss of environmental 
resources. 
 
 
 
Target 10: Halve, by 2015, the 
proportion of people without 
sustainable access to safe drinking 
water and basic sanitation. 
 
 
 
 
 
Target 11: Have achieved, by 
2020, a significant improvement in 
the lives of at least 100 million 
slum dwellers. 

Target 12: Integrate the principles 
of sustainable development into 
country policies and programs and 
reverse the loss of environmental 
resources. 
 
 
 
Target 13: Halve, by 2020, the 
proportion of people without 
sustainable access to safe drinking 
water. 
 
 
 
 
 
Target 14: By 2020, have achieved 
a significant improvement in the 
lives of all slum dwellers. 

• Proportion of land area 
covered by forest 
• Ratio of area protected to 
maintain biological diversity to 
surface area 
• Proportion of population 
using solid fuels 
 
• Proportion of population 
with sustainable access to an 
improved water source, urban 
and rural 
 
• Proportion of population 
with access to improved 
sanitation, urban and rural 
 
• Proportion of households 
with access to secure tenure 

1993, FAO 
 
2004, CSO 
 
 
2003, NRVA 
 
 
2003, MICS 
 
 
 
 
2003, MICS 
 
 
 
2005, NRVA 

2.1% 
 

34% 
 
 

Rural 100% 
 
 

23% 
 
 
 
 

12% 
 
 
 

TBD 

 
 
 
 
 
 
 
 
61.5% 
 
 
 
 
66% 
 
 
 
 

Goal 8: Develop a Global Partnership for Development  
Target 15:  Deal comprehensively 
with the debt problems of 
developing countries through 
national and international 
measures in order to make debt 
sustainable in the long term.  
 
 
 
 
 
 
 
 
 
 
 
 
Target 16:  Develop and implement 
strategies for decent and 
productive work for youth. 
 

Target 15: Deal comprehensively 
and influence the provision of 
foreign aid through appropriate 
measures to enable Afghanistan to 
develop sustainably in the long 
term. 
 
 
 
 
 
 
 
 
 
 
 
 
Target 16: Develop an open, rule-
based, predictable, non-
discriminatory trading and financial 
system that includes a commitment 

• Proportion of total bilateral, 
sector-allocable ODA of 
OECD/DAC donors to basic 
social services (basic 
education, primary health care, 
nutrition, safe water, and 
sanitation) 
 
• Proportion of bilateral ODA 
of OECD/DAC countries that is 
untied 
 
• ODA received as a 
proportion of GDP 
 
• Proportion of ODA provided 
to help build capacity 
 
• Percentage of total exports 
to countries with which 
Afghanistan has preferential 

Ministry of Finance 
(MoF) 
 
 
 
 
 
 
2004-5, MoF 
 
 
 
2004-5, MoF, IMF 
 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 

26% 
 
 
 

49% 
 
 

— 
 
 
 

— 
 
 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

100% 
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Country Status Global MDG Goals and 
Targets 

MDG Goals and Targets as 
Revised for Afghanistan Indicator Base Year and 

Data Source 
Baseline 

Value 
Target for 

2020 
 
 
 
Target 17: In cooperation with 
pharmaceutical countries, provide 
access to affordable, essential 
drugs. 
 
Target 18:  In cooperation with the 
private sector, make available the 
benefits of new technologies, 
especially information and 
communications. 
 

to good governance, development, 
and poverty reduction. 
 
Target 17:  Develop and implement 
strategies for decent and 
productive work for youth. 
 
 
Target 18: In cooperation with 
pharmaceutical countries, provide 
access to affordable essential 
drugs. 
 
 
Target 19:  In cooperation with the 
private sector, make available the 
benefits of new technologies, 
especially information and 
communications. 
 

trade agreements 
 
 
• Unemployment rate of 
young people aged 15-24 
years (total and disaggregated 
by gender) 
 
• Proportion of population 
with access to affordable 
essential drugs on a 
sustainable basis 
 
 
• Telephone lines and cellular 
subscribers per 1,000 
population 
 
• Personal computers in use 
and internet users per 1,000 
population 

 
 
 
 
 
 
 
 
1999, WHO 
 
 
 
 
 
2003 

 
 

 
 
 
 
 

 
50–80% 

 
 
 
 
 

1.6 and 
37.5 

 
 

— 
 

Goal 9: Improve Security 
 Target 20: Reform and 

professionalize the Afghan National 
Army (ANA) by 2010.   
 
 
 
 
 
 
 
Target 21: Reduce the misuse of 
weapons and reduce the proportion 
of illegally held weapons by 2010.  
 
 
Target 22: Reform, restructure, and 
professionalize the Afghan National 
Police by 2010. 
 
 
 
 

• Military expenditure as % of 
GDP 
• Professional training of the 
ANA 
• Nationwide fielding of the 
ANA (13 brigades) 
• Operational capacity 
(battalions with validated 
capacity) 
 
• Proportion of firearms 
licensed 
• Gun crime, as a proportion 
of overall reported crime 
 
• Citizens’ confidence in the 
police’s ability to provide 
security and access to justice 
• Ratio of reported crime to 
convictions 
 
 

2005, NSC, IMF 
 
2005, MoD 
 
2005, MoD 
 
2005, MoD 
 
 
 
2005 
 
2005 
 
 
 
2005 
 
2005 
 
 
 

17% 
 

43% 
 

6/12 (46%) 
 

0% 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

3–5% 
 

100% 
 

13/13  
(100%) 
100% 
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Country Status Global MDG Goals and 
Targets 

MDG Goals and Targets as 
Revised for Afghanistan Indicator Base Year and 

Data Source 
Baseline 

Value 
Target for 

2020 
Target 23: Destroy all emplaced 
antipersonnel mines by 2013 and 
all other explosive contaminants by 
2015. 
 
 
 
 
 
 
Target 24: Destroy all stockpiled 
antipersonnel mines by 2007 and 
all other abandoned or unwanted 
explosive stocks by 2020. 
 

 
Target 25: Reduce the contribution 
of opium to the total GDP to less 
than 5% by 2015, and to less than 
1% by 2020. 
 

• Number of highly impacted 
communities 
• Total number of impacted 
communities 
• Number of Afghans directly 
affected 
• Number of mine and 
unexploded ordnance victims 
(deaths and injuries) 
 
• Number of stockpiled 
antipersonnel landmines 
destroyed 
• Number of remaining 
explosive remnants of war to 
be destroyed 
 

• Elimination of poppy 
cultivation by 2020 
• Reduce the number of 
Afghans dependent on opium 
for their livelihoods by 75% by 
2015 and by 90% by 2020 
from the 2004 level  
 

2005, UNMACA 
 
2005, UNMACA 
 
2005, UNMACA 
 
2005, UNMACA 
 
 
 
 

2005, UNMACA 
 
 
2005, UNMACA 
 
 
2004, UNODC  
 

2004, UNODC 
 
 
 

281 
 

2,368 
 

4.2 million 
 

100 per 
month 

 
 

28,895 
 
 
 
 
 

131,000 
hectares 

2.3 million 
 
 
 

0 
 

0 
 

0 
 

0 
 
 
 
 

0 
 

0 
 
 

0 
 

0.2 million 
 

— = not available, ANA = Afghan National Army, CDC = Center for Disease Control, CSO = Central Statistics Office, DAC = Development Assistance Committee (of 
the Organization for Economic Cooperation and Development), FAO = Food and Agriculture Organization, IMF = International Monetary Fund, MDG = Millennium 
Development Goal, MICS = multicluster indicator surveys, MMR = maternal mortality ratio, MoD = Ministry of Defence, MoF = Ministry of Finance, NRVA = National 
Risk and Vulnerability Assessment, NSC = National Security Council, ODA = official development assistance, OECD = Organization for Economic Cooperation and 
Development, TBD = to be determined, UNICEF = United Nations Children’s Fund, UNMACA = United Nations Mine Action Center for Afghanistan, UNODC = 
United Nations Office on Drugs and Crime, WHO = World Health Organization. 
a Afghanistan effectively lost out on development during 23 years of conflict, and signed the (September 2000) Millennium Declaration only in March 2004. The 
global MDGs agreed upon in 2000 set the benchmarks for monitoring progress from 1990. The 2015 MDG target, then, would only give Afghanistan 10 years to 
achieve what other countries were expected to achieve over 25 years. Given such circumstances, and the lack of available baseline data for 1990, the Government 
of Afghanistan decided to (i) extend the time period for attaining the MDG targets to 2020; (ii) revise the global targets to make them more relevant to Afghanistan, 
and (iii) add a ninth goal on enhancing security. This table details the “Afghanized” MDGs, base data, and 2020 targets. Islamic Republic of Afghanistan. 2006. 
Millennium Development Goals  Islamic Republic of Afghanistan  Country Report 2005  Vision 2020. Kabul. 
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Table A1.2: Country Economic Indicators 
 

 Fiscal Year 
Item 2003 2004 2005 2006 2007 
      
A.  Income and Growth      

1. Nominal GDP (excluding opium       
      production, $ million) 

4,592 5,947 6,489 7,723 9,596 

 2. GDP per Capita ($, current 186 218 252 264 323 
 3. GDP Growth (%, in constant prices) 15.1 9.4 16..1 8.2 11.5 
  a. Agriculture 16.9 (17.1) 6.7 (21.1) - 
  b. Industry 11.9 32.4 23.9. 21.3 - 
  c. Services 13.8 34.6 14.6 18.5 - 
      
B. Saving and Investment (current and market prices, % of GDP)  
 1.  Gross Domestic investment 33.0 46.1 44.6 46.5 37.0 
 2. Gross Domestic Savings 22.7 41.2 41.8 35.6 37.8 
      
C. Money and Inflation (annual % change)   
 1. Consumer Prices (end of period) 10.3 14.9 9.4 4.8 20.7 
           Consumer Prices (period average)  24.1 13.2 12.3 5.1 13 
 2. Currency in circulation - 34.6 14.6 13.3 17.0 
 3. Exchange Rate (AF/$, average) 49 47.8 49.7 49.9 49.8 
      
D. Government Finance (% of GDP)   
 1. Revenue and Grants 11.4 13.9 17.6 16.8 18.1 
 2. Operating Expenditure  9.8 10.3 10 11.3 10.6 

3. Operating Budget Balance (including     
      grants) 

(0.8) 0.4 1.6 1.2 1.2 

      
E. Balance of Payments      
 1. Merchandise Trade Balance  
           (% of GDP) 

(56.0) (63.7) (66.8)  (63.8)  (62.5)  

2. Current Account Balance (% of GDP) 
      Including grants 

 
(10)  

 
(4.4) 

 
(2.8) 

 
(4.9) 

 
(0.9) 

           Excluding grants (64.0) (65.2) (75.2)  (70.0) (66.9) 
3. Merchandise Export ($) Growth  

  (as % of GDP) 
46.7 (13.2) 9.2 0.9 1.3 

4. Merchandise Import ($) Growth  
  (as% of GDP) 

74.6 16.1 20.5 10.1 16.2 

      
F. External Payments Indicators      

1. Gross Official Reserves ($ million) 820 1,283 1,662 2,064 2,335 
      In months of imports 2.2 3.0 3.2 3.6 4.2 

 2. External Debt Service (% of GDP)a 14.0 12.8 184.0 155.0 21.0 
 3. Total External Debt (% of GDP) b 14.0 12.8 184.2 155.0 21.0 
      
AF = afghani (currency), GDP = gross domestic product, HIPC = Highly Indebted Poor Country (Initiative), MDRI 
= Mulitlateral Debt Relief Initiative 
a After HIPC and MDRI relief as well as debt relief beyond HIPC relief from Paris Club creditors including 
obligations to IMF 
b Gross official reserve relative to external debt service due. 
Source: IMF. 2008. Country Report No. 08/72, Islamic Republic of Afghanistan: Selected Issues and Statistical 
Appendix. Washington, DC. Debt figures from IMF. 2008. IMF Country Report No. 08/229, Islamic Republic of 
Afghanistan: Fourth Review Under the Three-Year Arrangement Under the Poverty Reduction and Growth Facility 
and Request for Waiver of Performance Criterion—Staff Report. Washington, DC.  
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Table A1.3: Country Poverty and Social Indicators 
 

 Period 
Indicator Value (Year  

 and Source) 
Value (Latest Year  and 

Source) 
   
A. Population Indicators   
 1. Total Population (million) 23.2 (2004 CSO) 24.1  (2006 CSO) 
B. Social Indicators   
 1. Total Fertility Rate (births/woman) 6.8   (2005 HDR) 6.3   (2006 CSO) 

2. Maternal Mortality Rate (per 100,000 live  
births) 

1900 (2000 
UNICEF) 

1600 (2005 UNICEF) 

3. Infant Mortality Rate (below 1 year/1,000 live  
births) 

165 (2001 JHU) 135 (2006 JHU) 

 4.  Life Expectancy at Birth (years) 43 (2003 UNICEF) 46.4 (2004 ADB) 
  a. Female 44 (2003 CSO) 45  (2005 CSO) 
  b. Male 45 (2003 CSO) 47  (2005 CSO) 
 5. Adult Literacy (%) 36% (2000 

UNICEF/CIA) 
28.1 (2004 ADB) 

  a. Female 12% (1990 
UNICEF) 

14% (2004 UNICEF) 

  b. Male 40% (1990 
UNICEF) 

43%  (2004 CSO) 

 6. Primary School Gross Enrollment (%) 33% (1998 
UNESCO) 

54%  (2003 
UNICEF/MICS) 

 7. Secondary School Gross Enrollment (%) – – 
 8. Child Malnutrition (% below age 5) 39% (2004 CSO) 53% (2006 CSO) 

9. Population Below Poverty Line (%) 70% (2001 HDR) 53%( 2007 CIA) 
 10. Population with Access to Safe Water (%) 33% (2003 CSO) 33% (2004 CSO) 
 11. Population with Access to Sanitation (%) 8% (2002 UNICEF) 67% (2003 CSO) 
 12. Public Education Expenditure (% of GDP) – 1.6% (2002 CSO) 
 13. Human Development Index Rank – – 
 14. Gender-Related Development Index Rank – – 
C. Poverty Indicators 
 1. Poverty Incidence – – 
 2. Percent of Poor to Total Population   
  a. Region A – – 
  b. Region B – – 
 3. Poverty Gap – – 
 4. Poverty Severity Index – – 
 5. Inequality (Theil L Index) – – 
 6. Human Poverty Index Rank – 59.30 (2004 HDR) 
     

— = not available, CIA = Central Intelligence Agency, CSO = Central Statistics Office, GDP = gross domestic 
product, HDR = Human Development Report, JHU = John Hopkins University, MICS = Multiple Indicator Cluster 
Survey, UNESCO = United Nations Education, Scientific and Cultural Organization, UNICEF = United Nations 
Children’s Fund.  
Sources: United Nations Development Programme. 2004. Human Development Report 2004. New York; 
Government of the Islamic Republic of Afghanistan. 2006. Afghanistan Statistical Yearbook 2005, Kabul; United 
States Central Intelligence Agency. 2007. CIA Fact Book 2007. Washington, DC; and Johns Hopkins University. 
2007. Afghanistan Health Survey in 2006. Washington, DC. 
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Table A1.4: Country Environment Indicators 
 

Indicator Value Source and Latest Year 
   
A. Energy Efficiency of Emissions   
 1. GDP/Unit of Energy Use (PPP$/kgoe) — — 
 2. Traditional Fuel Use (% of total energy use) 97% CSO 
 3. Carbon Dioxide Emissions    
  a. Tons 1,037 World Bank, 2003 
  b. Tons per Capita 0.1 World Bank, 2003 
   
B. Water Pollution: Water and Sanitation   
 1. % Urban Population with Access to Safe Water 19 UNICEF 2000 
 2. % Rural Population with Access to Safe Water 11 UNICEF 2000 
 3. % Urban Population with Access to Sanitation 25 UNICEF 2000 
   
C. Land Use and Deforestation   
 1. Forest Area (‘000 km2) 16.9 CSO, 2006 
 2. Average Annual Deforestation    
  a. Km2 —  
  b. % Change —  
 3. Rural Population Density (people/km2 of arable land) 219 CSO, 2006 
 4. Arable Land (% of total land) 12.1 CSO, 2006 
 5. Permanent Cropland (% of total land) 1.5 CSO, 2006 
   
D. Biodiversity and Protected Areas   
 1. Nationally Protected Area    
  a. Thousand km2 1.8 CSO, 2005 
  b. % of Total Land 0.27 CSO, 2006 
 2. Mammals (number of threatened species) 17 CSO, 2006 
 3. Birds (number of threatened species) 11 Earth Trends 2002 
 4. Higher Plants (number of threatened species) 1 Earth Trends 2002 
 5. Reptiles (number of threatened species) 1 Earth Trends 2003 
 6. Amphibians (number of threatened species) 1 Earth Trends 2003 
   
E. Urban Areas   
 1. Urban Population   
  a. Million 5.12 UNFPA 2001 
  b. % of Total Population 28.8 MICS/UNICEF 2003 
 2. Per Capita Water Use (liters/day) —  
 3. Wastewater Treated (%) —  
 4. Solid Waste Generated per Capita (kg/day) —  
   

— = not available, CSO = Central Statistics Office, GDP = gross domestic product, kg = kilogram, kgoe = kilograms 
of oil equivalent, km2 = square kilometer, MICS = multiple indicator cluster survey, PPP = purchasing power parity, 
UNFPA = United Nations Population Fund; UNICEF = United Nations Children’s Fund.  
Sources: Islamic Republic of Afghanistan. 2007. Afghanistan Statistical Yearbook 2007. Kabul. FAOSTAT 
Database available at http://apps.fao.org/faostat; 2001, Earth Trends available at 
http://earthtrends.wri.org/pdf_library/country_profiles/eco_cou_004.pdf 
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Table A1.5: Development Coordination Matrix 
 

Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes  

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sectors  
Canada Water resource management, 

agricultural enterprise development 
to improve rural livelihoods, Irrigation 
rehabilitation 

EC/ECHO Drought mitigation, seed 
multiplication, horticulture 
development program, forest 
protection and regeneration, 
integrated rural development, 
social water management, applied 
thematic research, canal 
rehabilitation, integrated 
agricultural development 

DFID Alternative agricultural livelihoods, 
applied research into natural 
resource-based livelihoods, national 
land policy, land titling and 
registration systems, support to the 
Government  to develop sector 
policies and program implementation 

FAO Forestry sector development, food 
security, strengthening seed and 
plant health inspectorate capacity 

France Institutional capacity development, ; 
support to cooperatives; development 
of cotton production; seed 
improvement and multiplication;  
artificial insemination; fish, saffron 
and honey production 

UNDP Development of pilot small 
agribusiness ventures, promotion 
of rural development planning and 
small rural infrastructure 

UNEP Capacity development and 
institutional strengthening for 
environmental management 

 
Germany 

Strengthening of water resources 
management, rehabilitation of the 
sugar industry in Baghlan province, 
irrigation system rehabilitation and 
community-based irrigation in 
northeastern Afghanistan 

WFP Support to food crisis and food 
security 

Japan Capacity development of farm areas, 
inter-community rural development, 
rehabilitation of water supply 
systems, support to agro business 
and commercial agriculture 
development 

Agriculture and 
Natural 
Resources 
Management  

• Support to the Government 
in the development of 
sector policies, strategies, 
and planning processes as 
well as sector institutional 
reform  

 
• Capacity  development, 

institutional strengthening, 
and governance in the  
agriculture sector 

 
• Irrigation rehabilitation and 

water resources 
management 

 
• Support for agriculture 

market infrastructure  
 
 

World 
Bank 

Rehabilitation of traditional 
irrigation schemes, improved 
horticulture and livestock, capacity 
building in agriculture sector, 
sustainable development of natural 
resources 

Netherlands Alternative agricultural livelihoods, 
introduction of saffron cultivation and 
dissemination, provision of certified 
wheat seed and fertilizer to the total 
farming population of Uruzgan 
province, horticultural and fruit culture 
development 
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Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes  

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sectors  
USAID 
 

Development of commercial agriculture,
value chain restructuring and 
improvements, contract farming 
programs, irrigation system 
rehabilitation, horticultural nursery 
development, biodiversity conservation 
and natural resources management, 
reforestation,  mitigating impacts of 
locust attacks, agricultural capacity 
building  

UNDP  Rural energy project Germany Rehabilitation of hydropower plants 
Mahipar and Surobi, rehabilitation and 
construction of small hydropower 
plants in North and North-Eastern 
Afghanistan, construction of NEPS 
substations, renewable energy and 
energy efficiency 

UNEP Piloting of renewable energy 
approaches in community based 
settings 
 

India Engineering design and construction 
of NEPS transmission lines, 
rehabilitation of dams (including 
Salma Dam), solar electrification, 
institutional and capacity development 
support under Indian Technical and 
Economic Cooperation Program 

Energy • Rehabilitation and repair of 
power infrastructure, with 
focus on North East Power 
System (NEPS) 

 
• Capacity development and 

training  
 
• Power trading and 

interconnection with the 
neighboring countries 

 
• Institutional strengthening of 

the gas sector 
 
• Support for gas sector 

regulatory framework 
 
• Small to medium-sized 

hydropower development 

World 
Bank 

Update of Power Sector Master 
Plan; rehabilitation of electricity 
distribution networks in Kabul, 
Mazar-e-Shair, Aybak, Pul-e- 
Khumari, Charikar and other urban 
centers along the North East 
Transmission Line (together with 
donor financing through the 
Afghanistan Reconstruction Trust 
Fund); rehabilitation of Kabul’s 
northwest gas turbine plant and 
Naghlu and Mahipar hydro power 
stations, restructuring of the power 
utility, building a program to bring 
energy efficiency in the core 
energy development plan, and 

USAID Rehabilitation of Kajaki and Darunta 
hydropower plants and Southeast 
Power System transmission lines, 
energy sector capacity development; 
construction of new 100 MW 
electricity generation plant for Kabul, 
construction of modern national load 
control center in Kabul, installation of 
modern reactive power compensation 
system for NEPS transmission line to 
Turkmenistan, gas well re-opening 
and testing of capped wells in 
Sheberghan, construction of 500 kV 
transmission line and 500-200 kV 
substation at Andkhoy; continued 
technical assistance including support 
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Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes  

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sectors  
rural access to electricity through 
community grants under the 
National Solidarity Program 

to Inter-Ministerial Commission for 
Energy Secretariat for all power 
import activities 

DFID Microfinance investment support, 
foreign direct investment support 
through MIGA’s AIGF risk guarantees, 
technical assistance to Ministry of 
Commerce and Industry for private 
sector development, technical 
assistance support to Ministry of 
Mines for mineral extraction 

UNDP 
 

Aid coordination, support for  
preparation of annual budgetary 
exercise 
 
 

 

Germany Technical assistance in support of 
economic policy-making, including 
trade policy, export promotion, 
strengthening of economic 
governance institutions, small and 
medium enterprise (SME) business 
credit promotion, and SME business 
development services in northern 
Afghanistan 

Japan Support for improvement of economic 
structures 

Finance • Private sector and financial 
market development 

 
• Support for trade and 

transit facilitation  
 
• Private sector operations 

focusing on banking and 
telecommunications 

World  
Bank 

Microfinance and political risk 
guarantees through Multilateral 
Investment Guarantee Agency 
(MIGA) and Afghanistan 
Investment Guarantee Facility 
(AIGF),industrial park 
development, and Investment 
Climate Assessment 

 
Central Bank strengthening, 
development of necessary financial 
sector infrastructure including 
credit information bureau, collateral 
registry, and a bankers’ training 
institution 
 
 
 
 

USAID SME development, association 
strengthening, business development 
services  micro, small and medium 
enterprise lending, trade capacity 
development,  World Trade 
Organization accession, trade  policy 
reform,  customs reform  privatization 
and land titling,  accounting and audit 
reform 
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Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes  

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sectors  
UNDP Development of small and 

medium-sized enterprise policy, 
judicial reform   

DIFD Technical assistance for tax 
administration reform and revenue 
collection, technical assistance in 
support of budget formulation 

Italy Provision of facilities to judicial 
structures, national legal training 
centre, training of justice operators, 
rehabilitation and construction of court 
buildings, revision of university law 
curricula 

Law, Economic 
Management and 
Public Policy 

Support for public financial 
management 

World 
Bank 

Customs modernization and trade 
facilitation, strengthening external 
audit capacity, procurement policy 
unit, central procurement, trade 
facilitation, partnership for private 
sector development, industrial 
parks USAID Support for commercial law reform,  

support for criminal and civil law 
reform 

EC National highway reconstruction, 
national highway maintenance, 
road improvements 

Germany Road infrastructure rehabilitation and 
construction in northern Afghanistan 

ISDB Reconstruction of national roads 
and preparation of feasibility 
studies for railways 

India  National highway reconstruction, 
small roads development 

Japan  Rehabilitation of road infrastructure, 
road maintenance, construction of 
terminal facilities at Kabul 
International Airport 

UNDP Construction of rural roads and 
suspension bridges, Silk Road 
Regional Program 

Netherlands Construction of provincial (tarmac) 
road and rehabilitation of road 
infrastructure in Uruzgan province, 
construction of Tarin Kowt domestic 
airfield 

Saudi 
Arabia 

Support for national highway 
reconstruction 

Transport and 
Communications 

• Rehabilitation and 
reconstruction of road 
infrastructure 

 
• Implementation of 

Afghanistan's road master 
plan 

 
• Capacity development of  

road sector institutions 
 
• Regional airport 

rehabilitation 
 
• Strengthening of civil 

aviation management, 
airport operations and 
maintenance, and air safety 
regulatory framework 

World 
Bank 

Country wide rehabilitation/ 
reconstruction of rural access 
infrastructure and support for the 
development of the rural road 
policy 
 
Support to the Government’s 
Communications Network, part of 
the corporatized (and soon to be 
privatized) Afghan Telecom 
 
 

USAID Rehabilitation of national, regional, 
and provincial paved roads, including 
the ring road, and road linkages with 
neighboring countries.  Construction 
of 1,400 km of gravel surface roads in 
strategic provinces in the east and 
south 
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Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes  

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sectors  
Technical assistance support for 
capacity building of Afghanistan 
Telecommunications Regulatory 
Commission, Ministry of 
Communications and Information 
Technology and Afghan Post 

 
Themes 

EC 
 

Enhancing revenue collection, 
public administration reform, 
placement of Afghan expatriate 
professionals, civil service training 
and development, strengthening 
aid coordination 

Canada Support to elections, good 
governance, rehabilitation and 
construction of court buildings, 
support to Afghan legislature 

UNAMA Capacity building support to the 
Independent Administrative Reform 
and Civil Service Commission 
(IARCSC) and support for the 
implementation of the Pay and 
Grading policy. 

Denmark Support to elections, good 
governance, women’s conditions, 
human rights, parliamentary support, 
support for the development of 
political processes 

DFID Support for justice sector reform, 
public administration reform, support 
to the center of government, 
anticorruption, capacity building and 
institutional development, 
strengthening of the IARCSC, civil 
service training, counter narcotics, 
support to municipal administrations 

France 
 

Counter narcotics, technical 
assistance and policy support, 
support to the National Assembly 

India Capacity development and skills 
building for the state, banking sector 
assistance 

Governance • Reconstruction and reform 
of the Afghan civil service, 
including capacity 
development support 

 

UNDP Public service capacity 
development through civil service 
training and coaching, support for 
center of Government, support to 
the Afghan National Assembly, 
subnational and local governance, 
support for elections, 
strengthening of the judicial 
system, information management 
and  information and technology 
support to ministries, 
accountability and transparency, 
counter narcotics, police reform, 
disaster management and 
environment  Italy Institutional reform and strengthening, 

support for elections, aid coordination 
and public information, justice sector 
support, technical assistance 
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Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes  

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sectors  
Netherlands Support to sub-national governance 

and Independent Department for 
Local Governance, capacity building 
and institutional development in 
Uruzgan province. Support to 
transitional justice, electoral 
registration process and elections 

USAID Support for elections, support to 
political development of National 
Assembly, institutional reform and 
strengthening, support for banking 
sector reform, central bank 
modernization, fiscal reform support, 
capacity development for ministries, 
promoting  merit-based selection of 
civil servants, and capacity-building of 
line ministries in program budgeting, 
financial management, procurement 
and audit, municipal strengthening 
and sub national capacity building 

EBRD Regional Trade Facilitation 
Program 
Considering Regional Trade in 
Central Asia 

Italy Controlling Trans-boundary Animal 
Diseases in Central Asian Countries 

UNDP 
 
 

Promotion of regional economic 
platform between Afghanistan and 
Central Asia, Promote regional 
water management and Border 
Management. 
Capacity building of the 
Government in particular for 
understanding, negotiating, 
monitoring and implementing 
regional economic cooperation 
agreements 
 

Regional 
Cooperation 

• Central Asia regional 
economic cooperation 
through Central Regional 
Economic Cooperation 
program (CAREC) 

 
• Power purchase 

agreements  
 
• Regional trade and transit  
 
• Central and South Asia 

Transport and Trade Forum 
 
• Integrated Regional Trade 

Facilitation Strategy  
 UNEP Trans-boundary environmental 

issues 

USAID  
 

Support to the Government in 
improving regional cooperation and 
cross border trade facilitation  
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Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes  

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sectors  
• CAREC Transport Sector 

Strategy Study and Action 
Plan  

 
• CAREC Members 

Electricity Regulatory 
Forum (CMERF) 

 

World 
Bank 

Trade and regional cooperation 
between Afghanistan and its 
neighbors; energy trade between 
Central and South Asia  

ADB = Asian Development Bank, AIGF = Afghanistan Investment Guarantee Facility, CAREC = Central Asia Regional Economic Cooperation, DFID = United 
Kingdom Department for International Development, EBRD = European Bank for Reconstruction, EC = European Commission, ECHO = European Community 
Humanitarian Aid Office, FAO = Food and Agriculture Organization, IsDB = Islamic Development Bank, IARCSC =  Independent Administrative Reform and Civil 
Service Commission, ILO = International Labour Organization, km = kilometer, kV = kilovolt, MIGA = Multilateral Investment Guarantee Agency, MW = megawatt, 
NRM = natural resources management, NEPS = North East Power System, SME = small and medium-sized enterprise, UN = United Nations, UNAMA = United 
National Assistance Mission in Afghanistan, UNDP = United Nations Development Program, UNEP = United Nations Environment Programme, USAID = United 
States Agency for International Development, WFP = World Food Programme.  
Source: Afghanistan Donor Assistance Database, Ministry of Finance and consultations with ADB’s development partners. 



 

Appendix 1 
53

Table A1.6: Portfolio Indicators—Portfolio Amounts and Ratings 
(public sector loans, as of 30 September 2008) 

 
Ratinga 

 Net Loan 
Amount Total Highly 

Successful  Successful 
Partly 

Successful Unsuccessful 

Potential 
Problemb At Riskc 

Sector $ million % No. % No. % No. % No. % No. % No. % No. (%) 
Agriculture and Natural  
Resources 126.5 16.5 2 18.2 __ __ 1 10.0 1 100.0 __ __ __ __ __ __ 

Energy 109.6 14.3 2 18.2 __ __ 2 20.0 __ __ __ __ __ __ __ __ 

Finance 5.4 0.7 1 9.1 __ __ 1 10.0 __ __ __ __ __ __ __ __ 

Law and Public Sector 
Management 50.7 6.6 1 9.1 __ __ __ __ __ __ __ __ __ __ __ __ 

Multisector 173.7 22.6 1 9.1 __ __ 2 20.0 __ __ __ __ __ __ __ __ 

Transport and  
Communications 302.9 39.4 4 36.3 __ __ 4 40.0 __ __ __ __ __ __ __ __ 

Total 768.9 100.0 11 100.0 __ __ 10 100.0 1 100.0 __ __ __ __ __ __ 

— = none, No. = number. 
a One rating for implementation progress and development objectives, based on the lower rating of either. 
b Potential problem loans are successful loans but have four or more risk factors associated with partly successful or unsuccessful performance. 
c A loan is "at risk" if it is rated as partly successful, as unsuccessful, or as a potential problem. 
Source: Asian Development Bank estimates. 
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Table A1.7: Portfolio Indicators—Disbursements and Net Transfers of Resources 

(public sector loans, as of 31 December 2007) 
 

Disbursements and Transfers OCR ADF Total 
Disbursementsa    
 Total Funds Available for Withdrawal ($ million) __ 634.3 634.3 
 Disbursed Amount ($ million, cumulative) __ 290.0 290.9 
 Percentage Disbursed (disbursed amount/total available) __ 45.9 45.9 
 Disbursements ($ million, latest year) __ 67.2 67.2 
 Disbursement Ratio (%)b __ 17.2 17.2 
Net Transfer of Resources ($ million)c    
 2002 __ 83.0 83.0 
 2003 __ 54.5 54.5 
 2004 1.7 40.5 42.2 
 2005 33.5 20.7 54.2 
 2006 9.5 63.6 73.1 
ADF = Asian Development Fund, OCR = ordinary capital resources. 
a Includes all loans with disbursements during 2006. 
b Ratio of disbursements during the year over the undisbursed net loan balance at the beginning of the year less 

cancellations during the year. Effective loans during the year are added to the beginning balance of undisbursed 
loans. 

c Includes private sector projects.  
Sources: Asian Development Bank estimates. 
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Table A1.8: Portfolio Implementation Status 
(public sector loans, as of 30 September 2008) 

 
 
 

   Net Loan  
Amount 

Cumulative  
Disbursements 

Approval 
Date 

Effective 
Date 

Closing Date  

 Loan   OCR ADF OCR ADF   Original Revised Progress 
Sector No. Seg Title ($ million) ($ million) ($ million) ($ million) (dd/mm/yy) (dd/mm/yy) (dd/mm/yy) (dd/mm/yy) (% complete) 

AG 1997 03 

Emergency 
Infrastructure 
Rehabilitation and 
Reconstruction 

__ 17.0  10.5 03/06/03 31/10/03 30/06/13 __ __ 

 
AG 

 
 

2083 __ 

Agriculture  
Sector Program 
Loan 
 

__ 56.6 __ 52.4 04/05/04 05/05/04 30/04/14 __ __ 

AG 2227 __ 

Western Basins 
Water Resources 
Management 
Project 

__ 52.8 __ 0.6 20/12/05 31/05/06 30/09/13 __ __ 

EN 1997 02 

Emergency 
Infrastructure 
Rehabilitation and 
Reconstruction 

__ 105.4 __ 58.9 03/06/03 31/10/03 30/06/13 __ __ 

EN 2165 __ 

Power 
Transmission and 
Distribution 
Project 

__ 27.2 __ 3.2 14/04/05 02/03/06 31/12/08 __ __ 

EN 2304 __ 

Regional  
Power 
Transmission 
Interconnection  

__ 37.1 __ 0.0 19/12/06 __ 31/12/10 __ __ 

FI 2091 

 
__  
 
 
 

Afghanistan 
Investment 
Guarantee  
Facility 

__ 
 

 
5.4 
 
 

__ 
 
 

 
0.0 
 
 

 
24/09/04 

 
 

 
03/03/05 

 
  

 
30/09/09 

 
 

__ 
 
 

__ 
 

LW 2215 __ 

Fiscal 
Management and 
Public 
Administration 
Reform 

__ 
 

50.7 
 

__ 24.7 14/12/05 03/04/06 31/12/15 __ __ 
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   Net Loan  
Amount 

Cumulative  
Disbursements 

Approval 
Date 

Effective 
Date 

Closing Date  

 Loan   OCR ADF OCR ADF   Original Revised Progress 
Sector No. Seg Title ($ million) ($ million) ($ million) ($ million) (dd/mm/yy) (dd/mm/yy) (dd/mm/yy) (dd/mm/yy) (% complete) 

MS 1954 __ 
Postconflict 
Multisector 
Program 

__ 173.7 __ 164.2 04/12/02 01/12/02 31/12/12 __ __ 

TC 1997 01 

Emergency 
Infrastructure 
Rehabilitation and 
Reconstruction 
Project 

__ 105.4 __ 59.0 03/06/03 31/10/03 30/06/13 __ __ 

TC 2105 __ 

Regional 
 Airports 
Rehabilitation 
Project Phase I 

__ 32.0 __ 3.6 23/11/04 08/07/05 31/12/14 __ __ 

TC 2140 __ 
Andkhoy-Qaisar 
Road  
Project  

__ 82.6 __ 46.1 15/12/04 08/07/05 30/06/14 __ __ 

TC 2257 __ 
North-South 
Corridor 
Project 

__ 82.8 __ 10.8 26/09/06 __ 30/06/17 __ __ 

   
 

Total 
 

__  768.9 __ 414.5      

ADF = Asian Development Fund; AG = agriculture and natural resources; EN = energy; FI = finance; HL = health, nutrition, and social protection; IN = industry and trade; LW 
law and public sector management; MS=multisector; No. = number; OCR = ordinary capital resources; Seg = segment (pertaining to loans with more than one withdrawal 
authority); TC = transport and communications  
Source: Asian Development Bank reports. 
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AFGHANISTAN POSTCONFLICT PERFORMANCE INDICATORS (PCPI) RATINGS 2008 
 

 Rating 
  
Progress in Postconflict Recovery 3.8 
  
A. Security and Reconciliation 2.7 
   1. Public security  2.0 
   2. Reconciliation  3.0 
   3. Disarmament, Demobilization, and Reintegration  3.0 
       a. Efforts to reduce spread of arms 3.0 
       b. Development and implementation of DDR 3.0 
       c. Real progress in increasing number of ex-combatants 2.5 
  
B. Economic Recovery 4.7 
   4.  Management of Inflation, External Debt, and Adequacy of the Budget 5.0 
        a. Improvements in macroeconomic performance 4.5 
        b. Progress towards management of external debt and arrears clearance 5.0 
   5. Trade and Foreign Exchange Policies and Private Sector Environment 4.0 
        a. Trade policy 4.5 
        b. Foreign exchange 5.0 
        c. Price regimes 4.0 
        d. Climate for private sector development 2.5 
   6. Management and Sustainability of Postconflict National Recovery Program 5.0 
  
C. Social Exclusion and Social Development 4.3 
   7. Reintegration of Displaced Populations  4.5 
   8. Building Human Resources 4.0 
       a. Short term/urgent problems 4.0 
       b. Longer term programs 4.0 
   9. Social Cohesion, Non-Discrimination and Human Rights 4.5 
  
D. Public Sector Management and Institutions 3.5 
  10. Budgetary and Financial Management and Efficiency of Revenue Mobilization  4.0 
        a. Development of budget 4.5 
        b. Effective public financial processes 4.0 
        c. Reestablishment of fiscal and revenue mechanisms 4.0 
  11. Reestablishing Public Administration and Rule-Based Governance  3.5 
        a. Rehabilitating public administration 4.0 
        b. Reestablishing the rule of law 3.0 
  12. Transparency, Accountability, and Corruption in the Public Sector  3.0 
  
E. Quality of Portfolio Performance 3.5 
  
Source: Asian Development Bank staff assessments. ADB’s postconflict performance indicators (PCPI) exercise uses 
the International Development Association’s (IDA’s) revised (2006) PCPI guidelines and rating scale. Beginning in 
2008, every year ADB will prepare both a PCPI and a country performance assessment (CPA) for Afghanistan as 
part of a planned 6-year transition to ADB’s regular performance-based allocation (PBA) system. Given the complex 
development environment in postconflict countries, the implementation of the move toward the regular PBA system 
will be discussed with Asian Development Fund (ADF) donors at the time of the ADF X mid-term review.  
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AFGHANISTAN COUNTRY PERFORMANCE ASSESSMENT (CPA) RATINGS 2008 
 

 Rating 
  
I.   ECONOMIC AND SOCIAL POLICY AND INSTITUTIONAL PERFORMANCE  
  
A. Economic Management  3.5 
   1. Macroeconomic Management 3.5 
   2. Fiscal Policy 3.5 
   3. Debt Policy  3.5 
  
B. Structural Policies  2.3 
   4.  Trade 2.5 
         a. Trade restrictiveness 3.0 
         b. Customs/trade facilitation 1.5 
   5. Financial Sector 2.0 
         a. Financial stability 2.5 
         b. Sector efficiency, depth, and resource mobilization strength 2.0 
         c. Access to financial services 2.0 
   6. Business Regulatory Environment 2.5 
         a. Regulations affecting entry, exit, and competition 2.5 
         b. Regulations of ongoing business operations 2.5 
         c. Regulation of factor markets (labor and land) 2.5 
  
C. Policies for Social Inclusion/Equity 2.2 
   7. Gender Equality 2.0 
        a. Human capital development opportunities 2.0 
        b. Access to productive and economic resources  1.5 
        c. Status and protection under the law 2.0 
   8. Equity of Public Resource Use 2.5 
       a. Government spending 2.5 
       b. Revenue collection 3.0 
   9. Building Human Resources 2.5 
       a. Health and nutrition services, including population and reproductive health 3.5 
       b. Education, ECD, and literacy programs 2.0 
       c. Prevention and treatment of HIV/AIDS, tuberculosis and malaria 2.5 
 10. Social Protection and Labor 2.5 
       a. Social safety net programs 2.0 
       b. Protection of basic labor standards 1.0 
       c. Labor market regulations 2.0 
       d. Community driven initiatives 4.5 
       e. Pension and old age savings programs 2.0 
 11. Policies and institutions for environmental sustainability 1.5 
       a. Institutional context 1.56 
       b. Specific sectoral policies and institutions 1.22 
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II. PUBLIC SECTOR MANAGEMENT AND GOVERNANCE  
  
D. Public Sector Management and Institutions 2.3 
  12. Property Rights and Rule-based Governance 1.5 
        a. Legal basis for secure property and contract rights 2.0 
        b. Predictability, transparency, and impartiality of laws and regulations affecting  
            economic activity, and their enforcement by the legal and judicial system 

2.0 

        c. Crime and violence as an impediment to economic activity 1.0 
  13. Quality of Budgetary and Financial Management 3.5 
        a. Comprehensive and credible budget, linked to policy priorities 3.5 
        b. Effective financial management systems to ensure that the budget is  
            implemented as intended in a controlled and predictable way 

3.5 

        c. Timely and accurate accounting and fiscal reporting, including timely and  
            audited public accounts and effective arrangements for follow up 

3.5 

   14.  Efficiency of Revenue Mobilization 2.5 
         a. Tax policy 2.5 
         b. Tax administration 2.5 
    15. Quality of Public Administration  2.0 
         a. Policy coordination and responsiveness  2.0 
         b. Service delivery and operational efficiency 2.0 
         c. Merit and ethics 2.0 
         d. Pay adequacy and management of the wage bill 2.5 
    16. Transparency, Accountability, and Corruption in the Public Sector 2.0 
         a. Accountability of the executive to oversight institutions and of public  
             employees for their performance 

2.0 

         b. Access of civil society to information on public affairs 2.5 
         c. State capture by narrow vested interests 2.0 
  
III. PORTFOLIO PERFORMANCE  
     17.  Portfolio Performance 3.5 
  
Source: Asian Development Bank staff assessments. ADB’s country performance assessment (CPA) exercise uses 
the International Development Association’s (IDA’s) revised (2006) CPA guidelines and rating scale. Beginning in 
2008, every year ADB will prepare both a CPA and a postconflict performance indicators assessment (PCPI) for 
Afghanistan as part of a planned 6-year transition toward ADB’s regular performance-based allocation (PBA) system. 
Given the complex development environment in postconflict countries, the implementation of the move toward the 
regular PBA system will be discussed with Asian Development Fund (ADF) donors at the time of the ADF X mid-term 
review.  
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COUNTRY COST-SHARING ARRANGEMENTS AND  
ELIGIBLE EXPENDITURE FINANCING PARAMETERSa  

 
Item  Parameter Explanation 
Country Cost Sharing 
Ceiling b for Loans,c 
2007–2011 

Up to 99% 
 

Despite recent improvements, Afghanistan’s ratio of budget revenue 
to GDP is the one of the lowest in Asia, and does not yet cover all the 
Government’s current expenditure. According to the Government’s 
medium-term budget framework, the ratio of fiscal revenue to gross 
domestic product will remain well below 10% through 2009. Debt 
sustainability analysis carried out by the International Monetary Fund 
suggests that, without large-scale debt relief and robust revenue and 
export growth, additional non-concessional borrowing is not 
sustainable. 
In making decisions about cost-sharing ceilings for individual 
projects, ADB will assess evidence of government ownership and 
commitment.   
A cost-sharing ceiling of up to 99% is in line with the policies of other 
major donors, and is consistent with the Paris Agreement on Aid 
Effectiveness and the Afghanistan Compact. 

Country Cost Sharing 
Ceilingb for Grants 
2007–2011d 

Up to 99% As above, ADB will assess Government ownership of and 
commitment to each project. 

Cost Sharing Ceilingb 
by Sector 

Up to 99% As all development sectors in Afghanistan face similar problems, the 
same cost-sharing ceiling will be applied to all sectors receiving ADB 
financial support.   

Recurrent Cost 
Financinge 

No country 
limit, but strong 
emphasis on 
arrangements 
to ensure 
sustainability  

Integration of ADB financing into the budget process will ensure that 
increased recurrent cost financing will not jeopardize overall debt and 
fiscal sustainability. At the project level, recurrent cost financing will 
be considered if such financing is consistent with project objectives 
and providing there is strong demonstration of arrangements to 
ensure sustainability after ADB financing ceases.  

Taxes and Duties  
 
 

None In line with ADB’s Charter, consultants or other experts engaged by 
ADB for TA or as staff consultants are exempt from Government 
taxes. The consultants and contractors that are engaged by the 
Government under projects financed by ADB’s loans and/or ADF 
grants are not entitled to tax exemption under the Charter. 
Contractors are advised to reflect applicable taxes in cost estimates 
when submitting bids, thus effectively transferring the burden to ADB 
or other co-financiers. 
 
Taxes and duties are considered reasonable, and there are no taxes 
or duties specifically targeted at ADB projects.   
 
At the project level, ADB will consider whether taxes and duties 
constitute an excessively high share of projects costs. ADB also will 
monitor local taxes for possible distortions and ensure that these 
maintain consistent acceptable practices.  

ADB = Asian Development Bank, GDP = gross domestic product.  
a  Approved by the President on 24 July 2007. ADB’s policy on country cost sharing was revised in 2005. ADB. 2005. 

Cost Sharing and Eligibility of Expenditures for Asian Development Bank Financing: A New Approach, Manila. 
b  Country cost-sharing ceilings are financing parameters that indicate the maximum share of costs ADB will finance 

with respect to an aggregate portfolio of projects in a developing member country (DMC), over the country 
partnership strategy period for that DMC. 

c   Projects financed with ADF grant funds will be counted as part of the loan portfolio.   
d  The country cost sharing ceiling for TA and other grants will exclude projects that are ADF-grant financed. 
e  Under the new policy, recurrent costs of the borrower continue to be eligible for ADB financing. These are costs 

that need to be regularly or periodically incurred, and could include salaries and operating costs. However, only 
recurrent costs during the implementation phase of projects will be eligible, and only up to an amount that would be 
in line with sound banking principles.                        
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COUNTRY PARTNERSHIP STRATEGY AND PROGRAM FORMULATION 
 

1. Background. The Asian Development Bank has committed itself to improving the 
effectiveness of its operations through better management for development results (MfDR). 
According to the revised MfDR action plan approved by the President in August 2006, the 
country partnership strategy (CPS) is the primary instrument for ADB to ensure that its 
operations are responsive to government priorities, relevant to intended outcomes, and 
contribute to the achievement of those outcomes.  
 
2. The business processes for preparing a CPS were strengthened in 2006. Draft CPS 
guidelines were prepared to implement the new CPS business processes and to mainstream 
the MfDR approach. The guidelines were developed following extensive consultation with ADB 
departments and offices, including operational staff engaged in country strategy formulation and 
programming as well as in the country portfolio management process. The final guidelines were 
approved by ADB’s President in February 2007.  
 
3. Responsibilities for CPS Formulation. An Afghanistan country team was formed in 
May 2006 following a restructuring of ADB’s regional departments that led to the Afghanistan 
program becoming part of the Central and West Asia Regional Department (CWRD). Staff at the 
resident mission took the lead in preparing the CPS, with support from other CWRD staff.   
 
4. Country Team Training. Members of the Afghanistan country team attended a training 
workshop on sector road maps for results-based CPSs in July 2006. The workshop encouraged 
sector specialists to play an active role in CPS formulation, including taking responsibility for the 
preparation of sector and thematic road maps. 
 
5. Diagnostic Assessments, and Economic, Thematic, and Sector Work. As part of the 
CPS process, the resident mission initiated a broad range of assessments to inform the new 
CPS. These assessments, some of which were prepared by ADB staff and others by staff 
consultants recruited by the resident mission, included (i) a poverty assessment; (ii) a 
governance assessment focusing on public financial management, procurement, and 
anticorruption initiatives in key sectors of ADB engagement (based on ADB’s Governance and 
Anti-Corruption Action Plan II)1 ; (iii) a security and conflict assessment; (iv) assessments of the 
effectiveness of ADB’s technical assistance and capacity development support; (v) an 
assessment of counter-narcotics mainstreaming in ADB’s activities in Afghanistan; (vi) a gender 
analysis; (vii) an assessment of projects funded by the Japan Fund for Poverty Reduction;  
(viii) a review of cost-sharing eligibility criteria; and (ix) an assessment of the Government’s 
ability to manage for development results. These assessments, together with other ADB project 
documentation and reports prepared by the International Monetary Fund (IMF), United Nations 
agencies, the World Bank, and other organizations provided background information and 
analysis for preparation of the Afghanistan CPS.  
 
6. ADB operations in Afghanistan began only in 2002 and apart from two program-based 
loans all other projects and programs in the portfolio are still under implementation, so a country 
program assistance evaluation (CAPE) has not been carried out. The resident mission therefore 
prepared a “completion report” for the initial 2002–2006 country program and strategy (CSP) 
period.   
 

                                                 
1 ADB. 2006. Second Governance and Anti-Corruption Action Plan (GACAP II). Manila. 
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7. Initial Discussion of Strategic Directions.  An issues paper was discussed in 
November 2006 at a one-day retreat involving staff and management from ADB headquarters. 
The retreat allowed participants to discuss ADB’s existing program, including the CSP 
completion report; to consider approaches and strategic considerations for the new CPS; to 
build consensus on the future direction of ADB’s program in Afghanistan; and to guide sector 
specialists in their initial discussions with the Government. The CWRD management team 
endorsed the outline of the new CPS, including a proposed timeframe for its preparation.  
 
8. CPS Preparation. A draft CPS initiating paper was prepared in February 2007 and 
discussed with the Afghanistan country team by videoconference in early March 2007. An 
initiating meeting, chaired by the Vice President and also held by videoconference, was held on 
26 March 2007. An informal Board seminar was held in Manila on 18 April 2007 and a 
management review meeting was held on 13 July 2007.  
 
9. Consultations with Government Agencies. Discussions were held with government 
ministries and other agencies throughout the CPS process. Discussions were held with 
government ministries and departments beginning in September 2006 to update and refine 
thematic and sector road maps and a draft results framework. The Government emphasized 
that (i) the CPS should be directly aligned with the Afghanistan National Development Strategy 
(ANDS); (ii) ADB should continue to focus its efforts on the agriculture and natural resources 
management, energy, and road transport sectors; (iii) capacity development support needed to 
be continued; and (iv) core budget support through program grants would still be welcomed.  
 
10. Consultation with Key Development Partners. The Afghanistan Compact and ANDS 
process was marked by a high degree of donor collaboration, including through the ANDS 
sectoral working groups and consultative groups and the Joint Coordination Monitoring Board 
(JCMB). ADB was able to consult with key development partners throughout its CPS process, 
including with respect to how other donors were aligning their programs with the ANDS. The 
draft CPS was circulated to key development partners for comment, and resident mission staff 
made a presentation to Kabul-based development partners. A similar presentation was made to 
nongovernment organization (NGO) and civil society representatives.   
 
11. CPS Confirmation. A CPS mission was fielded from 21 to 30 May 2007 to present the 
draft CPS to central ministries and agencies, including the Ministries of Agriculture, Irrigation, 
and Livestock; Energy and Water; Finance; and Public Works. The mission confirmed the close 
alignment of the new CPS with the ANDS and reached agreement with the Government on the 
proposed strategic thrusts, focus areas, sector development road maps, results monitoring 
framework, and the proposed 2007–2011 business plan. A wrap-up meeting, chaired by the 
Ministry of Finance, was held on 30 May 2007. Based on this meeting, a Memorandum of 
Understanding on the agreements reached between the Government and the mission was 
signed on 30 May 2007.   
 
12. CPS Finalization. Finalization of the CPS, including presentation to the Board, was 
postponed pending finalization of the full Afghanistan National Development Strategy. The full 
ANDS was approved by the Government in April 2008 and endorsed as a full Poverty Reduction 
Strategy Paper by the executive boards of the IMF and the World Bank in June 2008. A final 
round of CPS consultations with the Government was held in October 2008.  
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SUMMARY OF COMPLETION REPORT FOR PREVIOUS COUNTRY STRATEGY AND PROGRAM (CSP) 

 
CSP Strategic Thrust  

 

 
Major Progress in Priority Sectors and Thematic Areas (2002–2006) 

 

 
Key Lessons as per Project/TA Reports 

 

Pillar I: Building Capacity 
 
 
Capacity development of 
ministries, including skills 
enhancement, institutional 
development, and 
provision of hardware 

Capacity Development Technical Assistance  
 
Significant capacity development technical assistance was provided to the Ministries 
of Agriculture, Commerce, Education, Energy and Water, Finance, Foreign Affairs, 
Health, Mines and Industries, Public Works, Transport, and Women’s Affairs, largely 
through a $14.5 million cluster TA (TA 3874-AFG, Capacity Building for 
Reconstruction and Development).  Given the absence of skilled government 
personnel, initial capacity development interventions focused on capacity substitution, 
in areas such as policy formulation, financial management, and procurement, 
delivering short-term inputs and outputs rather than longer-term outcomes, and 
training. Additional capacity development interventions are underway, with a focus on 
key sectors of engagement (agriculture and natural resources, energy, and transport) 
and on support to the Ministry of Finance.  Capacity development technical assistance 
has also been provided in support of public administration reform through the Fiscal 
Management and Public Administration Reform Program (LN 2215-AFG and GR 
0030-AFG).  

 

• Capacity development interventions require 
better design and implementation 

 
• In addition to further policy and strategy 

formulation support, future TA interventions 
should focus more on financial management 
and procurement 

• Use of consultants from other developing 
countries often provides more relevant 
technical assistance to the Government 

• A more strategic, programmatic, outcome- 
oriented and longer-term sector-based 
approach is needed to ensure the successful 
impact of capacity development assistance 

Pillar II: Policy and Institutional Reform 
 
 
Improved economic and 
financial management, 
governance, and private 
sector development 
through: 
 
• macroeconomic reforms 
• sector and subsector 

reforms 
• governance reforms 
• public financial 

management reforms 
• public administration 

reforms 

Agriculture and Natural Resources 
 
With support from ADB’s Agriculture Sector Program Loan (LN 2083-AFG), progress 
has been made on a policy reform package aimed at promoting agricultural growth 
and poverty reduction. An agriculture sector master plan, strategy, and action plan 
were prepared with ADB support to implement sector reforms. Administrative reform 
in both the Ministry of Agriculture and the Ministry of Rural Rehabilitation and 
Development was undertaken. A water policy was approved and a strategy paper on 
groundwater development and management was prepared. Cabinet approved the 
Environmental Protection Act. A land policy paper was completed. Restructuring of 
state-owned agricultural enterprises is underway. ADB has been the lead donor for 
the agriculture and natural resources sector. 
 
 
 
 

 
• The practicality of reforms needs to be 

assessed carefully and the reform agenda 
needs to focus on critical, achievable reforms. 
Assistance to undertake necessary reforms 
then needs to be provided 

 
• Reforms need to be consolidated with capacity 

development in key sectors to ensure sound 
implementation and enforcement  

 
• Sector reforms have to be closely linked with 

overall macro policy and institutional reforms 
 
• Donor coordination is essential for consensus 

and to ensure focused, complementary 
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SUMMARY OF COMPLETION REPORT FOR PREVIOUS COUNTRY STRATEGY AND PROGRAM (CSP) 

 
CSP Strategic Thrust  

 

 
Major Progress in Priority Sectors and Thematic Areas (2002–2006) 

 

 
Key Lessons as per Project/TA Reports 

 
• financial sector reforms 
• creating enabling 

environment for the 
private sector 

Energy 
 
A national energy policy was developed in 2004 to ensure optimum development of 
indigenous energy sources for sustainable economic growth. A gas sector regulatory 
framework was prepared. Safety standards were developed for the gas sector as part 
of the gas sector master plan. Work is underway toward unbundling energy sector 
public enterprises from the respective ministries, e.g., the Afghan Electricity Authority 
(DABM) from the Ministry of Energy and Water, and Afghan Gas from the Ministry of 
Mines. Restructuring of both the Ministry of Energy and Power and Ministry of Mines 
is ongoing under the Government’s public administration reform program. The 
Government is strongly committed to improving cost recovery, and increased power 
tariffs to achieve fuller cost recovery. The Government has prepared a policy 
statement on private investment in oil and gas exploration.  As noted above, ADB also 
provided capacity development technical assistance to key ministries in support of 
policy and institutional reform. 
 

Law, Economic Management and Public Policy 

ADB’s Postconflict Multisector Program Loan (LN 1954-AFG) helped set the stage for 
far reaching policy and institutional reform. Such reform included a Currency Decree 
that established a new currency to help stabilize the exchange rate and control 
inflation. Banking modernization started with the adoption of the Central Bank Law 
and Banking Law in 2004. Public finance reform has been far-reaching, including the 
adoption in 2005 of the Public Finance and Expenditure Management Law, the 
Revenue Law, the Income Tax Law, and the Customs Code. The Government 
established an Independent Administrative Reform and Civil Service Commission to 
implement comprehensive public administration reform. The 2003 Private Investment 
Law and the 2005 State-Owned Enterprise Law is expected to result in the 
privatization of 65 state-owned enterprises and to help create an enabling 
environment to facilitate a liberal private-sector-led market economy. While the 
Government has vigorously pursued a large reform agenda, progress has been 
constrained by weak human capacity and limited regulation and enforcement.    

ADB’s Fiscal Management and Public Administration Reform Program (LN 2215-AFG 
and GR 0030-AFG) and the Private Sector and Financial Market Development 
Program (GR 0067-AFGT and GR 0068-AFG) have contributed significantly to the 
Government’s policy and institutional reform efforts.  

support for the overall reform process 
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SUMMARY OF COMPLETION REPORT FOR PREVIOUS COUNTRY STRATEGY AND PROGRAM (CSP) 

 
CSP Strategic Thrust  

 

 
Major Progress in Priority Sector/Thematic Areas (2002–2006) 

 

 
Key Lessons as per Project/TA Reports 

 

Pillar II: Policy and Institutional Reform (continued) 
 
 

Transport and Communications 

Restructuring of the Ministries of Public Works and Transport and Communications is 
ongoing as part of public administration reform. Procurement guidelines for the 
transport sector have been developed and are being implemented. The legal and 
regulatory framework is being developed to promote private sector participation in the 
transport sector. The Ministry of Public Works has prepared plans for the upgrading, 
maintenance and development of the national road network and for sustainable 
financing of road asset operation and maintenance. In line with ADB’s Second 
Governance and Anticorruption Action Plan (GACAP II), institutional corruption risk 
assessments were conducted for the customs, energy, and road transport sectors.   
 

 

Pillar III: Infrastructure Building 
 
 
Rehabilitate road, regional 
airports, gas, power, and 
agriculture infrastructure to 
revive production, 
marketing, and trade 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Civil Aviation 
 
Work is ongoing under the Regional Airports Rehabilitation Project (LN 2105-AFG) to 
rehabilitate regional airports at Bamiyan, Chagcharan, Faizabad, Farah, Maimana, 
Qalae Now and Zaranj. High priced and unresponsive bids have delayed project 
implementation. 
 
Gas 

The gas sector rehabilitation component under the Emergency Infrastructure 
Rehabilitation and Reconstruction Project (LN 1997-AFG) proposed to rehabilitate 10 
wells and 130 kilometers (km) of gas pipeline from Sheberghan to Mazar-e-Sharif. No 
physical progress has been made as the limited number of bids received for contract 
packages were found to be technically non-responsive. New bid documents 
incorporating new incentive clauses were prepared to attract a larger number of 
qualified private sector bidders.   

Power 
 
Work on the Hairatan–Pule Khumri transmission line has completed 230 circuit-km of 
220 kilovolts and 50 circuit-km of 110 kilovolt transmission lines together with two 
220/110 kilovolt substations at Kholm and Pule Khumri by end July 2007. 
Procurement of consultant and contractors is complete for the construction of 216 km 

 
 
• Concerned ministries need to improve 

capacity for project administration and 
supervision 

 
• Subcontracting of work to Afghan contractors, 

greater local procurement, and more local 
employment need to be enforced with greater 
vigor 

 
• Design and implementation of road projects 

need to adopt a more participatory approach 
involving affected communities 

 
• Project design, cost estimates, and contract 

packages have to be carefully prepared to 
increase competition in bidding and to avoid 
cost overruns and bid prices in excess of 
project estimates  

 
• Aid coordination has to extend to road design, 
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SUMMARY OF COMPLETION REPORT FOR PREVIOUS COUNTRY STRATEGY AND PROGRAM (CSP) 

 
CSP Strategic Thrust  

 

 
Major Progress in Priority Sector/Thematic Areas (2002–2006) 

 

 
Key Lessons as per Project/TA Reports 

 
of transmission network (Sir Khan Bandar–Imam Sahibi, Kabul–Jalalabad and Kabul–
Pule Alam–Gardez) and 11 grid substations (in Sarepul in Sar-e Pol province, Imam 
Sahibi in Kunduz, Taloqan in Takhar, Moh Agha and Pule Alam in Loghar and Gardez 
in Paktia) allowing connection to 90,700 new customers among whom 18,000 will 
receive connection kits. Lack of bid competition and high cost bids are a problem. A 
$35 million Regional Power Transmission Interconnection Project (LN 2304-AFG) was 
approved in December 2006.     

Road infrastructure 

Rehabilitation of 61.4 km of the Kandahar–Spin Boldak completed, as is 182 km of 
the Balkh–Andkhoy road. Repair and rehabilitation of 265 km of ring road (Pule 
Khumri–Mazar-e-Sharif–Naidabadi–Hairatan) is 65% completed. Construction of 
Andkhoy–Qaisar and Qaisar–Bala Murghab roads is underway (for completion by 
August 2008). Other road sector projects began implementation in 2007. Road sector 
projects have been subject to changes in design scope leading to cost overruns; slow 
procurement also has been problematic.  Additional road sector projects (additional 
components of the national ring road as well as an initial sector of the North–South 
Corridor) have been approved and implementation has commenced.   

Agriculture and Natural Resources Management 

Rehabilitation of traditional irrigation works is taking place under the irrigation 
component of the Emergency Infrastructure Rehabilitation and Reconstruction Project 
(LN 1997-AFG). Water allocations were agreed for 11 main canals branching off from 
the Balkh River, and in the Balkh area, over 800 structures validated with local 
communities for rehabilitation. The Western Basins Water Resource Management 
Project (LN 2227-AFG and GR 0033-AFG) will provide for the rehabilitation and 
upgrading of up to 65,000 hectares of traditional irrigation systems and also will help 
develop capacity among staff of the Ministry of Energy and Water. Slow 
implementation has delayed delivery of benefits to farmers. Closer implementation 
supervision is needed on irrigation projects. 

standards, and quality 
 
• ADB’s strategic thrust needs to be in total 

harmony with government strategies and 
priorities to facilitate project development and 
implementation 

 
• The government needs to provide adequate 

security to protect contractors 
 
• Continued policy dialogue is needed to ensure 

priorities in road development converge and to 
design a sustainable operation and 
maintenance plan and financing for the road 
sector 

ADB = Asian Development Bank, AFG = Afghanistan, CSP = country strategy and program, DABM = Afghan Electricity Despatch, GACAP II = Second Governance and 
Anticorruption Action Plan, GR = grant, km = kilometer, LN = loan, TA = technical assistance  
Source: ADB. 2006. Completion Report: Afghanistan Country Strategy and Program 2006–2008. Manila.  
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COUNTRY SECTOR AND THEME ROAD MAPS 
 

1. During the country partnership strategy (CPS) period, the Asian Development Bank 
(ADB) will concentrate on the following priority sectors and themes: 
 

A. Sectors 
 1. Agriculture and natural resources (including irrigation and water resource  
  management and agriculture market infrastructure)  
 2. Energy (including power generation, transmission, and distribution and  
  development of indigenous energy resources such as micro-, small, and  
  medium-sized hydropower) 
 3. Transport and communications (with focus on rehabilitation and  
  construction of national roads, including links with neighboring countries).  
 
B. Themes 
 1. Counter-narcotics 
 2. Gender and development  
 3. Governance 
 4. Private sector development 
 5. Regional cooperation 
 

A. Sectors 

1. Agriculture and Natural Resources  

a. Key Issues in the Sector 
 
2. Afghanistan is an arid to semi-arid country, with variable annual precipitation rates of 
some 200-400 millimeters for most of the country. Most precipitation falls in the winter months, 
and snow melt from Afghanistan’s many mountain ranges is a critical source of water for 
irrigation. Rangeland accounts for 46% of Afghanistan’s total land area of 65 million hectares, 
arable agricultural land for 12%, and forests for 2%. The remaining 40% (26 million hectares) is 
barren land not suitable for agriculture. Only about one half of arable land is cultivated, and in 
2003 only about one third was irrigated, totaling some 2 million hectares. About 60% of farming 
households cultivate less than two hectares of land. Most irrigation works are small and 
medium-scale irrigation structures developed and managed by communities and used mostly for 
cultivation of wheat and horticulture crops. The availability of water and the length of the 
growing season are key factors determining crop intensity and yield. 
 
3. The predominant farming systems in Afghanistan are based on landholding patterns, 
agro-ecological zones, irrigation availability, and integration with livestock.1The nature of farming 
systems varies throughout the country, as do prevailing gender roles in agriculture. Because of 
such variations, the design of interventions to support agricultural development must reflect a 
careful assessment of local systems and values, including gender roles and gender-based 
participation in agricultural activities.  
                                                 
1 Such systems include: (i) mixed irrigated and rain-fed cropping with a relatively large livestock component;  

(ii) intermediate altitude-intensive cropping; (iii) intermediate-low altitude high productivity, double cropping;  
(iv) high-altitude cold-area intensive food cropping; (v) low-intensity subsistence cropping and livestock; (vi) large-
area mechanized food grains and industrial crop production; and (vii) intensive commercial horticulture and cereal 
cropping.  
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4. Agriculture is the major source of employment and income for most Afghans, and 
accounts for about 38% of gross domestic product (GDP), excluding opium. Cereal crops alone 
account for 29% of GDP.2 While agriculture has generated two thirds of economic growth in 
recent years, up to 45% of the rural population does not receive the minimum level of dietary 
energy needed to sustain a healthy life.3 Opium production remains Afghanistan’s leading 
economic activity and is the main source of livelihood for many rural people. Poverty, financial 
incentives (including credit from opium traders), the absence of enforcement systems, lack of 
alternative on-farm or off-farm employment, and insecurity are key factors in many decisions to 
produce opium. 
 
5. Productivity levels of rain-fed and irrigated farming are low by regional standards. 
Afghan agriculture has primarily focused on wheat self-sufficiency and commercial production 
for both domestic urban and export markets. Commercial agriculture4 in Afghanistan is 
dominated by horticulture and livestock, again for both domestic and export markets. In the late 
1970s, Afghanistan dominated the world pistachio market and supplied some 20% of the global 
market for raisins, and also exported livestock and wool products in the region. Most of the 
country’s manufacturing industry was agriculture-based. During the long period of conflict and 
also as the result of severe drought in the late 1990s, the production of all agricultural 
commodities fell drastically. Productivity and product quality standards declined, and there were 
post-harvest losses of up to 30–40% because of the destruction of market infrastructure, 
damaged irrigation systems,5 and limited access to technical and market support. While there 
has been considerable investment in agriculture since 2001, Afghanistan’s agricultural growth 
potential will not be achieved without further investment in irrigation and basic market 
infrastructure as well as continued reform of the institutional regulatory environment.  
 
6. Effective water resources management and development are key factors for sustained 
economic growth. Most of the country’s small and medium-scale irrigation systems survived 
years of conflict because they were community-managed through traditional water allocation 
institutions. Nonetheless, there is scope to increase agricultural productivity through 
rehabilitation and development of irrigation infrastructure. The draft National Water Law (2008) 
is based on an integrated water resources management (IWRM) framework, and the Ministry of 
Energy and Water (MEW) is undertaking a number of pilot projects that support the 
establishment of river basin authorities. Additional capacity is needed at national and regional 
levels before Afghanistan can manage and develop its water resources in line with IWRM 
principles. The development of new irrigation infrastructure will require more attention to the 
equitable distribution of water within the country as well as efforts to address riparian allocation 
issues relating to international rivers shared with neighboring countries. Despite Government 
recognition that better watershed management is crucial to recharging aquifers, reducing flood 
intensity, and controlling erosion, few resources thus far have been allocated to managing 
upstream catchments. Better watershed management is also intricately linked to improved 
rangeland management, although attention needs to be paid to ethnic minorities’ traditional 
grazing rights for livestock. Afghanistan’s forests suffered extensive damage during the years of 

                                                 
2  International Monetary Fund. 2008. Country Report No. 08/72, Islamic Republic of Afghanistan: Statistical 

Appendix.  Washington, DC. p. 7.  
3  Islamic Republic of Afghanistan. 2008. Afghanistan National Development Strategy 1387-1391 (2008-2013). A 

Strategy for Security, Governance, Economic Growth and Poverty Reduction (ANDS). Kabul. p. 30. 
4  While wheat accounts for over two thirds of cultivated area, it largely is a subsistence crop. 
5  It is estimated that: (i) about 1.55 million ha of irrigation systems required rehabilitation and upgrading to be 

brought back to intensive cropping, (ii) around 0.95 million ha could be upgraded from intermittent irrigation to 
permanent irrigation through water storage, and; (iii) about 1 million ha of barren land could be brought to intensive 
irrigation by developing new irrigation schemes. 
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conflict, and continued deforestation is a major concern, particularly with respect to watershed 
management.  
 
7. Afghanistan used to have a significant global comparative advantage in raisins, other 
dried fruit and vegetables, fresh fruits, and nuts. During the long years of conflict, it has lost its 
global market niche, and the production of such horticultural products is now characterized by 
low productivity, poor product quality and grading, and high post-harvest losses. Improvements 
in horticultural production will require better planting stock; better harvest and post-harvest 
practices; investment in infrastructure for storage, packing and cold storage, processing, and 
product quality; and access to technology and management services. The establishment and 
strengthening of farmers’ associations will also provide small-scale farmers with more market 
opportunities. 
 
8. Livestock products—including meat, hides, skins, casings, and wool—account for some 
27% of the country’s GDP. However, productivity and quality is low, with limited value addition. 
Improving the livestock value chain will have positive economic and public health benefits and 
will require: (i) a better market infrastructure for livestock products (slaughterhouses; facilities for 
such by-products as hides, skins, and casings; dairy plants; and livestock markets),  
(ii) improvements in the quality of livestock products through compliance with food safety 
standards; (iii) more value addition for local products; and (iv) better animal production and 
animal health technical services.  
 
9. A regulatory environment is being established for meat inspection, including trained 
inspectors, as well as for public hygiene and animal health. However, regulation of product 
quality and certification processes for the export of horticultural products is lacking.  
 
10. Private investment in agriculture remains low because of the current security and 
business environment, including lack of legislation with respect to secure financial transactions 
and leasing. In addition, it remains difficult to secure financing for infrastructure investments, 
particularly for agribusinesses.  
 
11. Accelerated growth in commercial agriculture is required to stimulate rural enterprises 
and growth in non-farm rural employment and income-generation. Expansion of the agricultural 
sector is also critical to providing viable alternatives to opium production. The development of 
value added services is of great importance given Afghanistan’s relatively high transport costs.   
 
12. Improvements in rural infrastructure (irrigation and markets, road transport, power, and 
telecommunications), establishment and strengthening of market organizations, and 
improvements in the business-enabling environment are needed to provide the economic 
incentives and opportunities needed to accelerate agriculture and agribusiness development.  
 

b. Government’s Sector Policy and Planning Framework 
 
13. As outlined in the Afghanistan National Development Strategy (ANDS), the strategic 
vision for agriculture and rural development is to ensure the social, economic and political well-
being of rural communities, especially poor and vulnerable people, while stimulating the 
integration of rural communities within the national economy.6 The ANDS indicates that this “will 
require transforming agricultural production so that it is more productive and increasingly 
commercially oriented and expanding off-farm employment opportunities as the basis for 
                                                 
6  ANDS (Ref. 3), p. 87.  
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increasing incomes among the rural population.”7 The ANDS includes a comprehensive set of 
programs and projects – the Comprehensive Agriculture Rural Development (CARD) program – 
designed to improve rural livelihoods and reduce rural poverty and to provide support for 
commercialized agriculture, leading to an improvement in agricultural productivity throughout the 
rural economy.8 Specific rural development targets for 2013 include (i) a 57% reduction in 
malnourishment (from 2008 levels), (ii) 100% of villages to have access to safe drinking water, 
(iii) 56% of villages to be connected by road to district centers or major service centers, and  
(iv) 68% of villages to benefit from new or rehabilitated small-scale irrigation schemes.9 
 

c. Government’s Institutional Arrangements and Capacity in the Sector 
 
14. The Ministry of Agriculture, Irrigation, and Livestock (MAIL) is responsible for agriculture 
policy, planning and regulatory issues; small-scale irrigation systems; livestock; and agro-
processing.10 The Ministry of Energy and Water (MEW) is responsible for supervising water 
management at the national level and for developing large multipurpose water storage 
infrastructure. The Ministry of Rural Rehabilitation and Development (MRRD) is responsible for 
rural development planning and infrastructure development, including community-based 
irrigation. MRRD’s pilot Afghanistan Rural Enterprise Development Program focuses on 
establishing and strengthening industry and producers’ associations and enterprise groups, as 
well as savings and credit groups. The Ministry of Commerce has responsibilities related to 
agriculture trade and processing, quality control, and export standards. The National 
Environment Protection Agency is responsible for the management of wildlife and protected 
areas.  
 
15. Government capacity to implement rural development strategies remains a key 
challenge. As with all other sectors, years of civil conflict have resulted in few trained and 
qualified agriculture staff at either central or subnational levels.11 Further capacity development 
is a key priority, including better human resource planning, including strategies to deal with staff 
redundancies.  
 
16. The Government’s vision of private-sector-led equitable economic growth will 
necessitate a change in the role of government, with less focus on the direct delivery of services 
and more on policy, management, planning, and regulatory functions. In the case of agriculture, 
this will mean that most implementation responsibilities and commercial businesses currently 
operated by the Government will shift to the private sector. MAIL will require significant 
institutional support to help it adapt to its new mandates.   
 

d. ADB Sector Experience 
 
17. ADB has been a key development partner in the country’s agriculture and natural 
resources sector, including through an Agriculture Sector Program that has supported policy 
and institutional reforms, investment planning, removal of impediments to private sector 

                                                 
7  ANDS (Ref. 3), p. 87. 
8   ANDS (Ref. 3), pp. 89-90. 
9  ANDS (Ref. 3), p. 257. 
10  Irrigation responsibilities are in the process of being transferred from the Ministry of Energy and Water. 
11 MAIL has undertaken priority reform and restructuring which has led to some improvements. However, as most 

ministry staff were retained at higher salary levels, the ministry remains constrained by severe skills and 
competency gaps. Restructuring of MEW generally has not met expectations. 
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development, as well as support for more efficient commodity markets.12 ADB, with 
complementary financial support from the Japan Fund for Poverty Reduction, has also financed 
a number of irrigation rehabilitation and water resource projects as well as a rural business 
support project.13 ADB technical assistance has supported sector institutional and capacity 
development.    
 
18. Most of the lessons learned from ADB’s involvement in the agriculture and natural 
resources sector relate to the Government’s still weak capacity. MAIL’s still limited technical and 
administrative capacity means that projects have to be kept simple. Government staff involved 
in project implementation require further training and other ongoing support. The limited 
capacity of domestic construction firms has led to delays in irrigation infrastructure rehabilitation, 
with local firms struggling to meet both delivery targets and quality standards.  
 

e. Role of Other Development Partners in the Sector 
 
19. Key international development partners supporting Afghanistan’s agriculture and natural 
resources sector include: Department for International Development of the United Kingdom 
(policy and planning technical assistance, area-based livelihood projects); the European 
Commission (animal health, horticulture, water resource and rural development); Germany 
(institutional development, river basin management); India (construction of the Salma dam in the 
Hari Rud river basin); Iran (research on development of the Kabul basin); Japan (rehabilitation 
of the Tarmac canal irrigation scheme in Helmand province); People’s Republic of China 
(rehabilitation of the Parwan irrigation system); United States Agency for International 
Development (value chain competitiveness, local infrastructure, and freight facilities); and the 
World Bank (horticulture, irrigation rehabilitation, livestock). The Afghanistan Rural Enterprise 
Development Program, piloted by the Ministry of Rural Reconstruction and Development, will 
focus on establishing and strengthening industry and producers’ associations and enterprise 
groups, as well as savings and credit groups to support rural enterprise development. 
 

f. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
20. ADB will support selected Government water resources, agriculture and rural 
development priorities through medium-scale investments and targeted technical assistance to 
develop capacity, improve sector governance, and enhance sector coordination.  
 
21. ADB support will improve agricultural growth and productivity, and inclusive growth by  
(i) rehabilitating and developing new irrigation and water resource infrastructure, with the 
associated expansion and improvement in enterprise returns; (ii) developing market-based 
agriculture infrastructure; and (iii) creating an enabling regulatory environment to facilitate 
growth in the sector. In undertaking these interventions, ADB will support the mainstreaming of 
counter-narcotic activities into sector activities, and regional cooperation to increase commercial 
agriculture opportunities.  
 
22. Greater involvement of and participation by women in decision-making for agricultural 
and natural resource management will be supported by ADB, with an emphasis on public 
                                                 
12 ADB. 2004. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to the Islamic Republic of Afghanistan for the Agriculture Sector Program. Manila.  
13 Integrated Community Development in Northern Afghanistan ($3 million, JFPR 9038-AFG), Rural Recovery 

through Community-Based Irrigation Rehabilitation ($5 million, JFPR 9039-AFG), Balkh River Basin Integrated 
Water Resource Management ($10 million, JFRP 9060-AFG), and Afghanistan Rural Business Support Project 
($18 million, JFPR 9100-AFG).  
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participation at provincial, district, and community levels through, for example, women farmer 
organizations, water users' associations and self-help community groups. 
 
23. ADB will also explore opportunities to assist the Government to develop climate change 
adaptation strategies in light of the importance of the agriculture and natural resources sector 
(including irrigation) to the country’s largely rural-based population as well as to the country’s 
overall economy.  
  

g. Links to CPS Outcomes and Other Sectors and Themes 
 
24. Because of their pivotal role in generating inclusive growth and reducing poverty, and in 
providing alternatives to opium production and distribution, irrigation and water resources and 
agriculture market infrastructure are key CPS aims. Road and energy infrastructure are also 
crucial to increasing rural economic opportunities. ADB will support government initiatives to 
establish an inter-ministerial committee to coordinate efforts in the sector. Crosscutting 
concerns in the CPS, particularly gender and counter-narcotics, will be included in ADB-
supported activities in the agriculture and natural resources sector. 
 

h. Indicative Areas for Interventions  
 
25. ADB’s focus will be on developing water resources and irrigation as well as on 
agriculture market infrastructure to support commercial agribusiness development while 
promoting sustainable natural resource management. ADB will initially concentrate on 
generating high agricultural growth rates to stimulate the non-farm rural sector where there is 
high potential for employment generation. Indicative areas for interventions include: irrigation 
and facilitating market development (infrastructure and institutions), supporting appropriate 
regulatory environments, and improving the capacity of MAIL and MEW in core functional areas 
to ensure the efficient operation of market-based systems. ADB’s support for improved power 
infrastructure and road transport will directly complement these efforts. 
 

i. Monitoring Mechanism 
 
26. The ANDS provides a mechanism for monitoring progress towards sector goals. ADB 
will continue to support the Government in the use of standard monitoring and reporting 
procedures, and also will help strengthen Government capacity to implement results-based 
monitoring systems.  
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Figure A6.1. Afghanistan Agriculture and Natural Resources Sector Problem Analysis 
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Table A6.1: Sector Results Framework—Agriculture and Natural Resources 
 

Relevant CPS Outcomes Sector-Level Outputs 

CPS Outcomes 
Relevant to the 

Sector 
Key Opportunities 
and Constraints 

 
Subsector Outcome 

and Key Sector 
Outputs 

 

Sector Milestones, 
Tracking Indicators, and 

Interim Indicators 

ADB Assistance Risk 

 
 
Area under irrigation 
increased by 20% over the 
5 years to 2010, 
contributing to growth in 
agriculture output of 6% per 
year and growth in 
agriculture exports of 9% 
per year 
 
Improved water sector legal 
and governance structures 
and institutions in place 
 
Sustainable water 
resources management 
strategies and plans 
covering irrigation 
developed and 
implemented 
 
Water resources for 
irrigation improved 

Opportunities 
 
Increase agriculture sector 
performance 
 
Improve market access for 
existing value chain 
commodities 
 
Boost agriculture 
productivity and value-
added, thus increasing rural 
employment and rural 
incomes  
 
Increase water availability 
for irrigated agriculture 
(intensification and 
diversification as well as 
expansion) 
 
Constraints 
 
Access to reliable irrigation, 
with water insecurity 
reducing investment in 
irrigated high value 
enterprises 
 
Limited private sector 
investment and access to 
quality private sector 
providers 
 

Institutional Development 
 
Improved human resource 
management and planning 
systems and skills in MAIL 
and MEW 
 
More subnational and 
community inputs to public 
investments 
 
Better performance of 
irrigated agriculture 
 
Commercial Agriculture 
Improved enabling 
environment to support 
private investment in 
commercial agriculture 
 
Improved access to 
markets and market chain 
efficiency 
 
Improved private services 
(financial and technical) 
Product quality assurance 
systems operating on core 
inputs and commodities 
 
Productivity improvement 
and expansion in high value 
commodities  
 

 
 
Implementation of public 
administration reform finalized 
by 2009 
 
Operational planning and policy 
formulation departments in place 
at MAIL and MEW by 2009 
 
Irrigation area (rehabilitation and 
new) increased by 20% by 2010, 
improved water use efficiency, 
and increased crop intensity in 
existing rehabilitated systems 
 
Agriculture growth rate of 6% 
per year by 2010 
 
Increased horticulture exports 
from $127 million in 2006 to 
$180 million by 2010 
 
Commercial livestock output 
increased by 6% per year by 
2010 
 
15 functioning agriculture 
support service institutions 
operational and with branches 
established by 2010 
 
Sector investment increased by 
10% by 2010 

Nonlending 
Products 
 
Onoging TA to 
support institutional 
reforms and develop 
staff capacity and 
systems and 
mainstreaming of 
cross-cutting 
concerns 
 
2008 PPTA to 
develop a 2009 water 
resources 
development 
multitranche financing 
facility 
 
Investment 
Products 
 
2008 and  
CPS 2009-2013 
 
Agriculture Market 
Infrastructure Project 
(2008) 
 
$400 million water 
resources 
development 
program multitranche 
financing facility 

Insecurity can slow 
project 
implementation and 
undermine 
investments in 
infrastructure and 
institutions 
(international security 
efforts are designed 
to reduce this risk) 
 
Security concerns 
discourage farmers to 
invest in cash crops 
and agribusiness 
(mitigated by 
appropriate project 
design) 
 
Line ministries are 
slow in implementing 
projects, institutional 
reform and public 
administration reform 
(mitigated by targeted 
TA support).  
 
Lack of reliable 
information on sector 
and subsector status 
(mitigated by TA 
support for specific 
diagnostic reviews) 
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Relevant CPS Outcomes Sector-Level Outputs 

CPS Outcomes 
Relevant to the 

Sector 
Key Opportunities 
and Constraints 

 
Subsector Outcome 

and Key Sector 
Outputs 

 

Sector Milestones, 
Tracking Indicators, and 

Interim Indicators 

ADB Assistance Risk 

 
 
Limited quality assurance 
systems operating on core 
inputs and commodities  
 
Weak institutional and 
regulatory environment 
 
Gaps in policy frameworks, 
especially with respect to 
management of natural 
resources 
 
 

 
 
Natural Resource 
Management 
 
Improved policy and 
institutional basis for 
resource management 
(including IWRM) 
 
Reduced forestry resource 
degradation 
 

 
 
MEW and MAIL staff fully trained 
in the formulation and 
implementation of resource 
management (including IWRM) 
by 2009 
 
Operational community-based 
forest, rangeland, and livestock 
management systems by 2010 
 
River basin organizations 
established and operating in the 
Hari Rud and Mazar subbasins 
by 2010 
 
Improved water sector 
governance by 2013 
 
Irrigation investments will result 
in at least 30% of water coming 
from large waterworks by 2011 
 
An additional 450,000 hectares 
of land irrigated through 
rehabilitated and new water 
works by 2013 

(MFF) - with $35 
million as the first of 
four proposed 
tranches  
 
 

 
 

ADB = Asian Development Bank; CPS = country partnership strategy; IWRM = integrated water resources management; JFPR = Japan Fund for Poverty Reduction; MAIL = 
Ministry of Agriculture, Irrigation, and Livestock; MEW = Ministry of Energy and Water; PPTA = project preparatory technical assistance; TA = technical assistance. 
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2. Energy – Power Subsector 
 

a. Key Issues in the Power Sector 

27. Although Afghanistan is relatively well endowed with hydropower, natural gas, and coal, 
the availability of secure energy supplies within Afghanistan was significantly disrupted by more 
than two decades of conflict during which much of Afghanistan’s former power generation, 
transmission, and distribution infrastructure was destroyed. As a result, the country’s remaining 
distribution and transmission systems are stretched beyond their technical and economic lives 
because of inadequate investment and maintenance. For example, damaged 220 kilovolt (kV) 
lines, where they existed, have been downgraded to operate at 110 kV, while some damaged 
110 kV lines currently operate at only 35 kV. As a result, as of 2008 only about 6% of the 
Afghan population had access to grid-based power, with one-third of all connections in Kabul. 
Few rural areas in Afghanistan have access to power. 
 
28. Afghanistan’s power sector faces tremendous challenges, including (i) lack of generation 
capacity, (ii) old and ill-maintained transmission and distribution systems, (iii) inadequate cost 
recovery, weak financial management, and overall sustainability of sector entities,  
(iv) inadequate corporate governance structures, including accountability and transparency 
mechanisms, (v) inadequate technical and financial human resources to operate, maintain, and 
expand the energy sector, and (vi) difficulty in attracting private sector interest given prevailing 
security and other investment-related risks.  
 
29. In 2008 the Government of Uzbekistan began construction of a transmission line that will 
connect with Afghanistan’s North East Power System (NEPS). NEPS is due to be 
commissioned in early 2009, with Uzbekistan initially supplying its southern neighbor with 150 
MW of power, with a planned increase to 300 MW in 2010. In addition, as the result of an 
August 2008 power purchase agreement concluded between the governments of Afghanistan 
and Tajikistan, Tajikistan will supply Afghanistan with up to 300 MW during the summer months. 
The combined effects of these power interconnections will significantly increase the supply of 
power to Afghanistan, reduce its reliance on diesel and fuel oil, and reduce the country’s overall 
energy costs.   
  

b. Government’s Sector Policy and Planning Framework   

30. The Government’s strategic vision for the energy sector is: “An energy sector that 
provides drivers of growth in the economy with long term reliable, affordable energy based on 
market-based private sector investment and public sector oversight”.14 The strategy focuses on 
the following: (i) commercially and technically efficient energy delivery as a priority; (ii) reformed 
sector governance that will safeguard consumers, workers, and resources; (iii) the 
establishment of a market-based enabling environment where legitimate private investment will 
be facilitated; (iv) the diversification of energy resources for long-term low-cost energy, energy 
security, and clean energy use; and (v) identifying and supporting inter-sectoral links, including 
comprehensive system-based planning not limited to projects, energy for industry, and 
vehicles.15  The Afghanistan Compact establishes a highly ambitious target for the power sector:  
“by end 2010, electricity will reach at least 65% of households and 90% of non-residential 
establishments in major urban areas and at least 25% of households in rural areas.”16  In 

                                                 
14  ANDS (Ref. 3), p. 77. 
15 ANDS (Ref. 3), p. 77. 
16 ANDS (Ref. 3), p. 78. 
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addition, it is expected that “by end 2010, at least 75% of costs will be recovered from users 
connected to the national power grid”, a benchmark the Government intends to exceed for all 
but the poorest members of society.17    
 
31. The Government has identified five key strategic and policy priorities through which it will 
implement the reform and restructuring of the Afghan energy sector. These strategic priorities 
are based on the country’s overall energy requirements as well as the need for an energy 
framework that provides the technical, commercial, and financial parameters for a sound supply 
of energy to fuel Afghanistan’s economic development. The key priorities are as follows:  
(i) expansion of existing grid power operations and new transmission and generation projects, 
(ii) commercialization of power sector operations, (iii) improved sector governance, including 
consolidation of Government energy functions and agencies, (iv) improved energy resource use 
and management, including identification and promotion of renewable energy and enhanced 
use of indigenous sources of energy, and (v) introduction and facilitation of the private sector 
into the Afghan energy sector.  
 
32. The Government’s investment plan for the power sector for the 2009-2013 period calls 
for more than $4 billion in investment, including nearly $2 billion in power generation, $1.3 billion 
in transmission, $700 million in distribution, and some $100 million for institutional and 
regulatory development.    
 

c. Government’s Institutional Arrangements and Capacity in the Sector 

33. In December 2004, the Ministry of Energy and Water (MEW) was created by merging 
the responsibilities of the former Ministry of Water and Power with some responsibilities of the 
former Ministry of Mines and Industry. MEW is responsible for power, gas, petroleum, and water 
resources. In the power sector, MEW controls the operations of five state-owned enterprises:  
(i) National Electricity Despatch (DABM), responsible for power generation, transmission, and 
distribution (5,421 employees); (ii) Spinghar Construction Unit, responsible for civil works for the 
power sector (385 employees); (iii) Power Construction Unit, undertaking erection of 
transmission and distribution lines and substations (420 employees); (iv) Water and Power 
Engineering Consultancy Authority, responsible for the design and field survey of new 
generation, transmission, and distribution infrastructure (182 employees); and (v) a New and 
Renewable Energy Research and Development Center, with responsibility for the development 
of renewable energy (149 employees). Although the Enterprise Act gives the various units some 
autonomy, in practice these enterprises have been closely controlled by MEW. DABM, as a 
vertically integrated power utility, managed about 80% of the country’s electricity production, 
with the Ministry of Mines and Industry managing the remaining 20%.  
 
34. Commercialized Power Sector Operations. DABM’s financial situation was 
unsustainable because not enough power was generated to meet demand, tariffs were too low, 
losses were large, and the company’s revenue collection performance was poor. In March 2007, 
the Government approved the articles of incorporation for the Afghanistan Electricity Authority 
(DABS) as a successor government-owned commercial power company. In April 2007, the 
Government began the liquidation of DABM through an audit of its assets, liabilities, and 
staffing. Viable assets and technically qualified employees of DABM were transferred to DABS, 
and full liquidation of DABM is expected to be completed by March 2009. In addition to a new 
commercial organization structure, DABS will move towards commercial-based metering, billing 

                                                 
17 ANDS (Ref. 3), p. 78. 
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and collection systems, as well as improved management information, accounting, and 
procurement systems.  
 
35.  Improved Energy Sector Governance. The energy sector’s complex institutional 
framework has constrained the development of an overall energy strategy and complicated the 
implementation and monitoring of sector rehabilitation and reform measures. Further 
streamlining or consolidation of functions will be required, with the ultimate goal of reducing the 
Government’s direct involvement in the energy sector in favor of more private sector 
participation, as per the Government’s ANDS-led commitment to an increased role for the 
private sector in the Afghan economy. Over time, then, it is intended that the Government will 
develop a “divestment strategy” for the liquidation, restructuring, commercialization, 
corporatization, and/or privatization of energy assets under state control.   
 
36. Technical and Management Capacity. As with all other sectors, Afghanistan’s power 
sector suffers from limited technical, analytical, and management capabilities. As Afghanistan’s 
energy managers are unfamiliar with market-based operations, donors are supplying technical 
assistance to improve capacities for fiscal management (budgeting, accounting, procurement, 
project finance, audit, and fiscal performance), policy and planning, and project implementation 
and management.  In addition, many of the energy sector’s existing senior technical staff are 
nearing retirement age, resulting in an urgent need to develop the next generation of energy 
sector managerial and technical staff.  
 

d. ADB Sector Experience 

37. Lessons from ADB’s involvement in Afghanistan’s power sector include the following:  
(i) limited institutional capacity needs to be acknowledged and reflected in all project designs 
and institutional and human capacity development must remain both a key priority and an 
integral part of investment projects, (ii) greater efforts are required to improve sector 
governance and accountability, including development of systems and procedures to control 
corruption; (iii) security needs and associated costs must be reflected in project design;  
(iv) weak competition results in high price contract bids so that cost estimates must be carefully 
considered; and (v) project implementation can be delayed by security issues, the need for pre-
project demining of project sites, and very weak executing agency capacity.   
 

e. Role of Other Development Partners in the Sector 

38. Since 2002, the Government and its development partners have focused on 
rehabilitating damaged energy assets and establishing new assets. Support for the Afghanistan 
power sector has come mostly from ADB, the World Bank, and four bilateral partners:  
Germany, India, Iran, and the United States. Since 2006, donor assistance to the sector has 
been coordinated through the Inter-Ministerial Commission for Energy, to which ADB has 
provided TA support.  
 

f. Intended Sector Outcomes and Key Outputs Supported by ADB 

39. ADB’s support to Afghanistan’s power sector will continue to focus on (i) maximizing the 
use of existing infrastructure through rehabilitation of power substations and power transmission 
lines; (ii) improving the quality and reliability of electricity services and promoting energy 
efficiency; (iii) assisting in the development of consistent policies for power regulation, tariffs, 
energy, and efficiency; (iv) establishing appropriate policies and purchasing agreements for 
imports of electricity from neighboring countries; (v) building capacity across the sector and 
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promoting private–public sector partnerships in projects; and (vi) promoting renewable energy 
sources.  
 
40. Key sector outputs will include (i) a fully upgraded and maintained power transmission 
system linked to neighboring countries, (ii) secure stable financing sources for sustainable 
maintenance, and (iii) a restructured and stronger MEW and DABS with better trained staff.  
 
41. Key outcomes will be increased power supply, more access to power, and a reduction in 
overall system losses.  Access to cheaper and more reliable power sources will reduce DABS’s 
overall unit cost of supplying power, thus improving its financial sustainability.  

 
g. Links to CPS Outcomes and Other Sectors and Themes 

42. Access to a more reliable power supply will enhance economic growth, private sector 
development, and employment creation, all of which will contribute to poverty reduction. 
Connections with neighboring countries will improve regional cooperation and trade and 
promote regional integration. 
 

h. Indicative Areas for Interventions   

43. Power Sector Reform. Together with other donors, ADB will assist the Government to 
develop power sector regulations, create an independent regulatory agency, and further 
rationalize DABS prior to its unbundling and possible privatization.  
 
44. Project Financing. ADB will continue to support the expansion of Afghanistan’s power 
supply by rehabilitating or constructing generation, transmission and distribution assets, 
including in rural areas unserved by NEPS. Through the multitranche financing facility modality, 
ADB will help finance projects that strengthen energy connections with neighboring countries, 
thus facilitating regional imports and exports of energy to meet year-round demand for electricity 
in northern and central Afghanistan. ADB will also support the operation and maintenance of 
such investments by helping to establish appropriate cost recovery mechanisms.  
 
45. Institutional Strengthening. ADB will continue to support institutional and capacity 
development of sector agencies through ongoing institutional and human capacity TA 
assistance.  
 

i. Monitoring Mechanism 

46. ADB will work with MEW to monitor implementation of ADB-financed projects as well as 
overall progress in achieving sector goals. The ANDS provides a mechanism for monitoring 
progress toward such goals. ADB will continue to support the Government to use standard 
monitoring and reporting procedures, and will help strengthen the Government’s capacity to 
implement results-based monitoring systems. 
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Table A6.2: Sector Results Framework—Energy  
 

Relevant CPS Outcomes Sector-Level Outputs 

CPS Outcomes 
Relevant to the 

Sector 

Key Opportunities 
and Constraints 

Subsector 
Outcome/Key Sector 

Outputs 
 

Sector Milestones, 
Tracking Indicators,  

Interim Indicators 

ADB Assistance Risk 

Establishment of an 
enabling environment for 
private sector investment in 
the energy sector 
 
A greatly expanded public 
power grid 
 
Better access to rural 
energy services 
 
Restructured energy sector 
governance and 
commercialized operations 
 
 
 
 

Opportunities 
 
Major opportunities to link 
Afghanistan with regional 
power networks to boost 
agricultural and 
manufacturing and service 
sector output, and to create 
employment 
 
Constraints 
 
Pending major 
infrastructure rehabilitation, 
overall power supply will 
remain limited and 
unreliable  
 
Sectoral institutional and 
human resource capacity  
remains critically weak 
 
 

Better Access to Power  
 
Fully upgraded and 
maintained national power 
transmission system linked 
with neighboring countries 
 

65% of urban households 
electrified by 2011 (up from 
30% in 2008) 
 
25% of rural household 
electrified by 2011 (up from 
10% in 2008) 
 
90% of non-residential 
consumers provided with 
electricity (up from 35% in 
2008) 
 
Energy sector governance 
restructuring and 
commercialized operations by 
2010 
 
75% of costs recovered by 
users by 2011 
 

Nonlending Products 
 
Ongoing TA support to 
MEW and DABS as 
well as to the Inter-
Ministerial Commission 
for Energy 
 
Investment Products 
 
Ongoing power sector 
investment projects 
 
2008 and  
CPS 2009-2013 
 
 $570 million Energy 
Sector Development 
Program Multitranche 
Financing Facility 
(MFF) - with $164 
million as the first of 
four proposed tranches  
 
 

Continued civil 
conflict could slow 
MFF implementation 
(international security 
efforts are designed 
to reduce this risk) 
 
Ministries are slow to 
implement human 
resources policies, 
improve staff 
capacities and 
implement reforms 
(this is mitigated by 
technical assistance  
on reform and 
capacity 
development) 
 
Corruption 
undermines 
investment 
effectiveness 
(anticorruption 
elements to be 
incorporated in MFF 
design and supported 
with necessary TA) 
 
If cost recovery is not 
achieved, sector 
sustainability will be 
threatened  
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3. Transport and Communications – Roads Subsector 
 

a. Key Issues in the Sector  

47. Afghanistan’s official road network spans some 38,500 km.18 Roads in Afghanistan are 
classified according to their strategic and economic importance. Regional roads connect all the 
major cities in the country, and Afghanistan to its neighboring countries. National roads connect 
provincial capitals to one or more regional roads, and provincial roads connect district capitals to 
one another and/or to one or more national roads.  
 
48. At the end of 2001, more than 90% of the country’s transportation system was in a poor 
condition. However, in recent years, donor assistance has helped improve key transportation 
infrastructure, particularly regional and national roads. By the end of 2008, some 86% of the 
regional road network was operational, with the remainder to be completed by 2010. Work was 
underway or funding confirmed for the remaining regional roads, with the exception of a 50- km 
section east of Herat. The improved roads include almost 2,100 km (63%) of regional roads, 
650 km (14%) of national roads, and 6,000 km of provincial and rural roads. The rehabilitation of 
Afghanistan’s road network has helped link the country and has facilitated renewed economic 
growth.   
 
49. At the same time, Afghanistan’s road network, with a density of only 4 km per 1,000 km2 

of land, and with only 7% of roads paved, remains inadequate. As of the end 2008, four 
provincial capitals remained unconnected to the regional road network, depriving them of 
access to domestic and regional markets, and more than 70% of the inter-provincial and inter-
district roads remained in a poor state. Many such roads are impassable by motor vehicles, with 
communities in the mountainous central highlands still without all-weather access to the main 
road network.   
 
50.  Further improvement of Afghanistan’s roads subsector is essential to the country’s 
further economic development: (i) Afghanistan’s challenging terrain and scattered population 
makes alternative modes of transport technically and economically non-viable, (ii) as a 
landlocked country, roads are an important conduit for trade with neighboring countries, and  
(iii) a well-established road network contributes to national integration by enabling faster inter-
provincial travel and trade. 
 
51. Key crosscutting issues related to the roads subsector include: 
 

• anticorruption: need for better monitoring and accountability systems (public 
financial management and procurement/contracting;  

• counter-narcotics: better roads can help to provide alternative livelihoods by 
providing better access to markets and facilitating non-farm income and 
employment opportunities; 

• gender: women need to be included in road-related participatory planning 
activities as well as with respect to public and private sector transport activities, 
with HIV/AIDS and human trafficking issues also given attention;  and  

                                                 
18 The total road network includes 3,200 km of regional roads, 4,900 km of national roads, 9,700 km of provincial 

roads, and some 17,000 km of rural roads, and 3,800 km of urban roads as well as some two hundred major 
bridges.  
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• regional cooperation: facilitation of cross-border movement of goods and 
people through efforts to harmonize standards, establish border facilities, and 
address practical barriers to improved regional transport.  

 
b. Government’s Sector Policy and Planning Framework 

52. The ANDS strategic vision and goal for the transport sector is “to have a safe, 
integrated, transportation network that ensures connectivity and that enables low-cost and 
reliable movement of people and goods domestically as well as to and from foreign destinations.  
Such a network will give impetus to economic growth and employment generation and help 
integrate Afghanistan into the global economy. A high priority is to have in place an efficient and 
viable road transportation network for achieving economic growth and poverty reduction, 
particularly in rural areas.”19 
 
53. A roads subsector strategy was elaborated during the preparation of the ANDS, with the 
ANDS then providing a framework for investment and reforms in the roads subsector. The 
ANDS calls for the completion of upgrading and maintenance of the ring road and roads to 
neighboring countries by the end of 2009. By the end of 2010, the ANDS calls for 40% of all 
villages to be connected to the national road system by all-weather roads as well as the 
upgrading of at least 40% of all roads in the country’s municipalities.   
 
54. The roads subsector strategy is expected to cost some $2.7 billion, including $1.7 billion 
for improvements to national roads, $600 million for provincial, rural, and municipal road 
improvements, and $400 million for the establishment of a fiscally sustainable system for road 
maintenance. Of the $2.7 billion total, as of end-2008 only about $1 billion had been pledged, 
including $400 million from ADB during 2008-2012.   
 

c. Government’s Institutional Arrangements and Capacity in the 
Subsector 

55. Several government ministries are involved in the operation and regulation of the 
transport sector: Ministry of Interior (MOI), Ministry of Public Works (MPW), Ministry of Rural 
Rehabilitation and Development (MRRD), Ministry of Transportation and Civil Aviation MOTCA, 
Ministry of Urban Development (MOUD), and various municipal or other local authorities For the 
roads subsector, MPW is responsible for planning, designing, constructing, and maintaining 
regional, national, and provincial roads, while MRRD is responsible for rural roads and MOUD 
and municipalities are responsible for urban roads. The Government is considering merging 
road transport responsibilities under a single Ministry of Transport.  
 
56. MPW, which has a workforce of approximately 200 engineers and administrative staff as 
well as some 2,000 laborers working out of regional maintenance centers and units in the 
provinces. As of the end of 2008, MPW largely serves as administrator of various donor-
financed road projects and executing agency for Government-financed minor construction and 
maintenance works. MOTCA issues operating and transit permits, sets technical standards and 
tariffs, collects road-user fees, and enforces standards and tariffs. MOTCA also provides some 
passenger and freight transport services using state-owned vehicles. Legislation passed in 2008 
authorized the Government to provide nationwide freight and passenger services, with MOI 
carrying out vehicle registration, driver training and testing, and driver licensing.  
 

                                                 
19 ANDS (Ref. 3), p. 93. 
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57. The MPW continues to face the following capacity, policy, regulatory, and management 
and governance difficulties:  
 

• limited capacity to plan, design, contract, and implement projects, given the lack 
of professionally qualified staff; 

• inadequate coordination between MPW and the Afghanistan Reconstruction and 
Development Services (the agency responsible for Government procurement); 

• inadequate accountability and transparency mechanisms; 
• continuation of maintenance works by the “force account” method; 
• lack of an effective mechanism to coordinate donor assistance to the subsector. 

 
d. ADB Sector Experience 

 
58. Since 2002, ADB has approved more than $600 million for the transportation and 
communications sector, largely for road infrastructure. This amounts to more than 40% of ADB’s 
overall assistance to Afghanistan and some 25% of total donor financing for regional and 
national roads. ADB has also invested heavily in the nonphysical aspects of Afghanistan’s 
transport sector, including extensive capacity development and training assistance to both the 
Ministry of Public Works and the Ministry of Transportation and Communications. Key lessons 
from such engagement include the following:  
 

• MPW’s weak capacity hampers efficient management of road assets;  
• uncertainty about availability of funding restricts efficient planning and 

programming of projects; and   
• insecurity in many parts of the country makes it difficult to find contractors and 

consultants willing to work in Afghanistan, and hampers the timely and cost-
effective implementation of roads subsector investment projects;  

 
e. Role of Other Development Partners in the Sector 

 
59. The key development partners in the roads subsector are: the European Commission, 
Japan, Japan International Cooperation Agency (JICA), United States (USAID and the United 
States military), and the World Bank. India, Iran, the Islamic Development Fund, Italy, Kuwait, 
Pakistan, Saudi Arabia, and Sweden have also provided support to the sector. Before 
finalization of the ANDS, coordination was carried out through a transport sector consultative 
group, with USAID serving as the lead donor agency. A transport sector subcommittee has 
subsequently been established under the ANDS/JCMB Standing Committee for Economic and 
Social Development (i.e., ANDS Pillar 3) 
 

f. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
60. A better road network will contribute to security and national integration and will promote 
economic growth and poverty reduction. It will help increase markets for domestic produce, 
reduce input costs, and facilitate national, regional, and international transit and trade and other 
forms of regional economic cooperation. Road development will create both construction and 
maintenance jobs, and will support the development of the national construction industry. ADB’s 
continued support to Afghanistan’s roads subsector will increase connectivity, average inter-city 
travel speeds, and the availability of inter-city freight and passenger transport services, allowing 
people and goods to move more efficiently from one part of the country to the other. 
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61. Key sector outputs will be (i) improvements to key links in the road network, (ii) a formal 
system of maintenance to sustain roads subsector investments, and (iii) enhanced capacity of 
the MPW and other sector institutions to manage and maintain Afghanistan’s road assets.  
 

g. Links to CPS Outcomes and Other Sectors and Themes 
 
62. ADB’s country partnership strategy in Afghanistan focuses on rehabilitation and the 
development of irrigation, power, and road transport infrastructure. The three subsectors are 
complementary, with agriculture and irrigation development, an expanded supply of electrical 
power, and improved road access all facilitating the country’s economic development, 
employment creation, and poverty reduction. By contributing to Afghanistan’s overall economic 
growth and creating employment, investments in these key sectors will also help provide real 
and sustainable alternatives to opium poppy cultivation.  
 

h. Indicative Areas for Interventions  

63. Together with its development partners, ADB will continue to provide financial and 
technical support to improve Afghanistan’s road network.  
 
64. ADB’s support will focus primarily on the construction or rehabilitation of national roads 
and related ancillary or emergency works. ADB support will also help finance maintenance of 
the regional and national road network. ADB will continue to provide institutional and human 
capacity development technical assistance, with an emphasis on timely and cost-effective 
implementation of road projects and improved sector management.  
 
65. Project Financing. ADB will help the Government to implement its roads subsector 
strategy through a $400 million multitranche financing facility that will finance new construction 
and/or repair of national roads, ancillary, and emergency works as well as the maintenance of 
regional and national roads. The MFF also will support various nonphysical investments, 
including: (i) improved design, construction, and maintenance of roads; (ii) improved sectoral 
financial management; (iii) contracting; (iv) due diligence on future investment projects;  
(v) safeguard compliance; (vi) results management; (vii) policy and planning; and (viii) further 
training and institutional and human capacity development.  The MFF also will address financial 
and implementation difficulties encountered with ongoing ADB-financed road improvement 
projects, including: (i) increases in construction costs due to the escalation in global prices of 
material and higher security costs, (ii) Government budget shortfalls, and (iii) lack of 
engagement of local communities in proximity to ADB-financed road projects. In response to 
these difficulties, the MFF will provide supplementary financing for projects that are short of 
funds because of increases in contract prices and/or financing plans. In addition, the 
Government has agreed to finance improvements in small-scale community infrastructure (e.g., 
schools, health clinics, improvements to drinking water) in communities adjacent to ADB-
supported roads; such improvements will financed through the Government’s priority national 
programs (in large part funded by the donor-supported Afghanistan Reconstruction Trust Fund).     
 

i. Monitoring Mechanism 

66. ADB will work with MPW to monitor implementation of ADB-financed projects as well as 
overall progress in achieving roads subsector targets. The ANDS provides a mechanism for 
monitoring progress toward such goals. ADB will continue to support the Government in the use 
of standard monitoring and reporting procedures and will also help strengthen Government 
capacity to implement results-based monitoring systems.   
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Table A6.3: Sector Results Framework—Transport and Communications—Roads Subsector 
 

Relevant CPS Outcomes Sector-Level Outputs 

CPS Outcomes 
Relevant to the 

Sector 
Key Opportunities 
and Constraints 

 
Subsector 

Outcome/Key Sector 
Outputs 

 

Sector Milestones, 
Tracking Indicators, 

Interim Indicators 

ADB Assistance Risks 

Improved connectivity 
throughout Afghanistan 
and with neighboring 
countries. 
 
About 1,500 km of roads 
fully maintained 
according to pre-
established standards for 
5 years (2009–2013)  
 
About 400 km of national 
roads improved to 
Afghanistan design 
standards by 2013 
 
Reduced intercity travel 
times 
 
Reduced road user costs 
 
 
 
 

Constraint 
 
Opportunities to reduce 
the cost of road 
rehabilitation, 
construction, and 
maintenance constrained 
by still-weak sector 
institutions  
 
 

Better Market Access and 
More Economic 
Opportunities 
 
Completion and sustainable 
maintenance of Afghanistan’s 
regional and national roads 
will support Afghanistan’s 
overall economic growth 
 
Institutional Development 
 
Improved institutional 
capacity of MPW, including 
improved staff capacity 
 
 
Road Sector Reforms 
 
Outsourcing more work to the 
private sector 

• Fully upgraded and 
maintained ring road and 
roads to neighboring 
countries by end-2009 
 
• 40% of all villages to be 
connected by all-weather 
roads to the national road 
system by end-2010 
 
• Increase in average 
journey speed from 35 km 
per hour to 50 km per hour 
on improved regional and 
national roads by 2012  
 
• Overall investments in 
regional cooperation, trade 
facilitation and road 
rehabilitation contributing to 
an increase in the value of 
official trade with 
neighboring countries from 
$4.7 billion in 2005 to $12 
billion in 2016 
 
• Establishment of the 
Afghanistan Highway 
Authority by 2013 

Nonlending Products 
 
Ongoing TA support to MPW 
and related sector institutions 
 
Investment Products 
 
Ongoing ring road and North 
South Corridor road projects 
 
2008 and  
CPS 2009-2013 
 
$400 million Road Network 
Development Investment 
Program  
(MFF) - with $60 million as 
the first of four proposed 
tranches. ADB support will 
finance rehabilitation/ 
construction of 400 km of 
national roads and the 
systematic maintenance of 
1,500 km of regional and 
national roads and, where 
necessary, ancillary and 
emergency works  
 

Insecurity delays 
project 
implementation and 
undermines  
investments in 
infrastructure and 
institutions 
(international security 
efforts underway to 
reduce this risk) 
 
Line ministries are 
slow in implementing 
projects, institutional 
reform, and public 
administration reform 
(mitigated by targeted 
TA support through 
the MFF modality) 
 
Corruption  
undermines 
investment 
effectiveness 
(institutional 
corruption risk 
assessment and 
development of 
corruption risk 
mitigation plans are 
underway)  

ADB = Asian Development Bank, CPS = country partnership strategy, km = kilometer, MFF = multitranche financing facility, MPW = Ministry of Public Works,  TA = technical 
assistance.   
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B. Themes 

1. Counter-Narcotics 

a. Key Issues in the Theme 

67. The illicit drugs issue continues to be a significant threat to political, security and 
development investments in Afghanistan. Up to 157,000 hectares of opium poppy were grown in 
Afghanistan in 2008, producing an estimated 7,700 metric tons of opium. The revenues 
generated by the drugs industry were estimated at $3.1 billion in 2006, the equivalent of 46% of 
Afghanistan’s gross domestic product. Drug use within the country also is increasing, with the 
United Nations Office on Drugs and Crime (UNODC) estimating that there are as many as 
920,000 drug users in Afghanistan, of whom 200,000 were reported to be regular users of 
opiates in the form of either opium or heroin.20  
 
68. The widespread cultivation of illicit opium poppy typically suggests that there are severe 
structural problems with economic development and governance within a region or country.  In 
Afghanistan, opium poppy plays an important role in rural livelihoods, providing access to land, 
credit and on- and off-farm income for the rural population. The income generated by the 
production of and trade in opium also has a multiplier effect throughout the rural economy and 
provides funds for investments in basic needs and luxury goods.         
 
69. The absence of viable legal livelihoods leaves many parts of the country dependent on 
opium production and vulnerable to inequitable land tenure and credit arrangements, as well as 
exploitative terms of trade. Opium production typically fuels inflation, driving up agriculture rents 
and wages, and crowding out legitimate private sector investments. The revenues generated 
exacerbate endemic corruption and create alliances between drug traffickers and anti-
government elements, neither of whom have an interest in a strong central state in Afghanistan.    
 
70. Many of the suggestions presented by policy groups and think tanks, such as legal 
cultivation, crop buy-outs and subsidies, are impractical in the absence of the necessary 
prerequisites for their successful implementation. The Government does not have the 
institutional capacity or sufficient control over the Afghan countryside to implement such options.  
Without the preconditions of governance and security, attempts to buy the opium harvest for 
either destruction or legitimate medical use would simply result in the trafficker and the state 
competing for the crop, driving up farm gate prices and increasing the level of cultivation in 
subsequent years. Similarly, a mechanism aimed at subsidizing legal crops so that they can 
compete with the economic returns on opium poppy would prove impossible to implement in the 
current environment and would not prevent farmers continuing poppy cultivation. Were the 
necessary conditions in place for these schemes to be successful, it is unlikely that there would 
be such a significant trade and cultivation in Afghanistan in the first place.     
 
71. The overall objective of mainstreaming counter-narcotics is to ensure that, where 
relevant, development programs address the causes of the illicit drug problem in Afghanistan. At 
the highest level of application, mainstreaming will ensure that each development program is 
designed and implemented in such a way as to maximize its potential impact on containing 
production, trade, and consumption of illicit drugs. At minimum, mainstreaming will help ensure 
                                                 
20 United Nations Office on Drugs and Crime. 2007. Afghanistan Opium Winter Rapid Assessment Survey 2007. 

Vienna. p. 16. 
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that projects or activities do nothing to exacerbate the existing drugs problem. Effective 
mainstreaming will help to include elements within development activities that target specific 
areas in which opium poppy is grown or target those socioeconomic groups that are most 
dependent on opium poppy as a source of livelihood. It will also help build synergies with other 
activities that might maximize both development and counter-narcotics impact.     
 

b. Government’s Theme Policy and Planning Framework 

72. The ANDS recognizes that the narcotics industry is inextricably linked to prospects for 
economic development, poverty reduction, security, and governance in Afghanistan. Illegal 
opium production is a major source of corrupt earnings; it helps finance resistance activities, 
and undermines the credibility of the state. The Government’s counter-narcotics strategy is to 
eliminate the production, consumption, and trafficking of illicit drugs and to provide alternative 
livelihoods for Afghan poppy farmers, extending drug law enforcement throughout Afghanistan, 
implementing drug control legislation, establishing effective institutions, and introducing 
prevention and treatment programs for addicts.  
 
73. The Government approved a National Drug Control Strategy (NDCS) in January 2006, 
with the goal of achieving a sustained and significant reduction in (and eventual eradication of) 
narcotics production and trafficking.21 The strategy’s pillars are (i) public awareness,  
(ii) international and regional cooperation, (iii) alternative livelihoods, (iv) demand reduction,  
(v) law enforcement, (vi) criminal justice, (vii) eradication, and (viii) institution-building. The 
NDCS states that all line ministries must assess how their programs impact on counter-
narcotics objectives.22 In practice, this involves (i) developing policies and programs that are 
informed by the potential impacts on the illicit drug problem; (ii) adjusting the focus of 
development programs and projects so that they recognise and understand the potential impact 
they might have on the illicit drug problem, and take steps to maximize positive impacts when 
conducting such activities; (iii) promoting coordination and encouraging programs to be 
complementary at national, province and district level; and (iv) ensuring that programs or 
projects do not inadvertently encourage illicit drug crop cultivation, trafficking or use. 
 
74. The Government has recognized the importance of the counter-narcotics issue, and that 
there is no simple solution. It has also recognized that no single project or alternative livelihood 
program can address the many factors that have led to the expansion of opium poppy 
cultivation and that a more concerted and comprehensive effort is required. It is increasingly 
recognized that it is the combination of better governance, more security, and economic growth 
that will deliver the development impact required to increase household access to assets and 
reduce overall dependency on opium poppy cultivation. Consequently, counter-narcotics has 
been made a cross-cutting issue under the ANDS and the NDCS calls for counter-narcotics 
policy to be mainstreamed in both national and provincial plans and strategies.  
 

c. Government’s Institutional Arrangements and Capacity 

75. A Ministry for Counter Narcotics (MCN) was established in 2005, with overall 
responsibility for the development, coordination, and monitoring and evaluation of the 
Government’s counter-narcotics strategy. MCN has established working groups with relevant 
government agencies and donors to facilitate implementation. A cabinet subcommittee on 

                                                 
21  This goal is also enshrined in the Afghanistan Compact. 
22  Islamic Republic of Afghanistan. 2006. National Drug Control Strategy  An Updated Five-Year Strategy for Tackling 

the Illicit Drug Problem. Kabul. p. 25.  
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counter-narcotics (chaired by the MCN minister) is responsible for counter-narcotics policy.23 A 
Criminal Justice Task Force was established in 2005 to accelerate processing of counter-
narcotics cases, but progress has been limited.    
 
76. Government activities designed to tackle the narcotics issue directly include law 
enforcement efforts, such as support to the Counter Narcotics Police of Afghanistan (CNPA) 
and the specialist interdiction unit, the Afghan Special Narcotics Force (ASNF); institutional 
strengthening for the MCN; and demand reduction efforts through the Ministry of Public Health. 
Capacity in these bodies is generally weak, particularly in face of the challenge posed by 
Afghanistan’s drug economy.   
 

d. ADB Counter-Narcotics Experience 

77. While many of ADB’s development initiatives are helping to lay the foundations needed 
to provide economic alternatives to narcotics production, ADB has not directly supported any 
counter-narcotics initiatives, and has not integrated or mainstreamed counter-narcotics into its 
overall program in Afghanistan. Despite clear links with ADB’s key sectors of work, particularly 
transport and agriculture and natural resources management, the drugs issue generally has not 
been addressed or otherwise factored into project design, and there has been little reference to 
the complex role that opium poppy plays in rural livelihood strategies.  
 
78. As a result, the likely impact (either positive or negative) an ADB-financed intervention 
might have on the Government’s counter-narcotics efforts is typically not considered. The fact 
that counter-narcotics indicators are not integrated into project design and monitoring 
frameworks means that a project’s impact on counter-narcotics is likely to go unnoticed during 
project monitoring and evaluation. Such an omission is by no means limited to ADB, but by not 
assessing the likely impact of their interventions in Afghanistan with respect to counter-
narcotics, donor agencies may inadvertently exacerbate Afghanistan’s drugs problem.  
 

e. Role of Other Development Partners in Counter-Narcotics 

79. The United States has provided significant support for drug control efforts, including 
poppy eradication. A Counter Narcotics Trust Fund was established in mid-2005 with oversight 
by the United Nations Development Programme. Among the fund’s 17 donors, the United 
Kingdom ($50 million), the European Commission ($15 million) and the Government of Japan 
($5 million) provided key support. It was anticipated that line ministries would draw on the fund’s 
resources to undertake activities supporting the different pillars of the national drug control 
strategy, supplementing existing programs, or filling identified gaps. However, lack of a clear 
implementation plan, lack of Government project development and implementation capacity, 
bureaucratic and time-consuming procurement processes, and delays in decision-making 
resulted in slow project approvals, lengthy implementation, and very low disbursement rates. As 
of the end of 2008, joint Government–donor discussions were underway for alternative ways for 
donors to finance counter-narcotics activities in support of the NDCS.  
 
80. Analytical work on the many facets of Afghanistan’s drug problem has been undertaken 
by the Afghanistan Research and Evaluation Unit, UNODC, and the World Bank. The World 
Bank has also officially adopted “Guidelines for Treating the Opium Problem in Afghanistan”.  

                                                 
23  The subcommittee consists of ministers from relevant line ministries, including Ministry of Agriculture, Irrigation and 

Livestock; Ministry of Finance; Ministry of Interior; Ministry of Public Works, and the Ministry of Rural 
Reconstruction and Development, in addition to the Ministry for Counter Narcotics.  
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These guidelines are to be used to screen all World Bank activities in Afghanistan, including 
both operations and analytical and advisory work, to ensure that counter-narcotics is treated 
consistently and in a way that can make the maximum contribution to overall counter-narcotics 
efforts. ADB and other development partners have agreed to adopt these guidelines to screen 
their own activities in Afghanistan.    
 

f. Intended Theme Outcomes and Key Outputs Supported by ADB 

81. Through use of the guidelines (Box A6.1), ADB will ensure that all ADB activities in 
Afghanistan address counter-narcotics more effectively.  
 

g. Links to CPS Outcomes and Other Themes 

82. Successful counter-narcotics efforts are directly linked to the attainment of all CPS 
outcomes. As identified in the ANDS, counter-narcotics efforts are essential to accelerated and 
sustainable socioeconomic development. 
 

h. Indicative Areas for Interventions 
83. ADB staff involved in the design of ADB-supported activities will be required to assess 
whether counter-narcotics is relevant to the planned activities. Counter-narcotics mainstreaming 
and alternative livelihoods will be given specific attention in ADB’s agriculture and natural 
resources management activities.  
 

i. Monitoring Mechanism 

84. The resident mission will review program and project design and monitoring frameworks 
to ensure they address counter-narcotics issues explicitly and substantially (Box A6.1). 
Progress in mainstreaming counter-narcotics will be monitored as part of the ongoing monitoring 
of CPS implementation.  
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Box A6.1: Counter-Narcotics Screening Checklist 

 
Using the following eight questions, ADB will screen all its activities in Afghanistan, both 
operations and analytical and advisory work, to ensure that counter-narcotics aspects are 
treated consistently and that they make the maximum contribution to efforts against drugs.  
 
1.  How does the activity touch the target population or areas? What is its interface with the 
opium economy in terms of target population; causes of cultivation; type of actions 
envisaged; and targeting, timing, and geographical location in relation to opium production.  
 
2.  Does the activity promote governance and institution building? Does the activity create 
the possibility at some stage of responsible interaction between the state and the population 
on the subject of drugs?  Within the governance part of the activity, is there scope to transmit 
information, provide education, and engage in communication about drugs? What could be 
done to improve the impact on governance? 
 
3.  Is there an impact on the standard of living and on livelihoods in general? Does the 
activity help to improve living standards in drug-producing or “vulnerable” areas?  What could 
be done to increase impacts on standards of living? Is the activity coordinated with other 
development efforts to increase the attractiveness of legal activity over opium production?  
 
4.  Are there direct impacts on the target population? Are components of the activity likely to 
directly affect actual or potential drug-producing households, and are these components 
adapted to maximize the chances of raising the opportunity cost of opium poppy cultivation 
and providing an alternative to opium? How can direct impacts be optimized?  Is there a case 
for targeting actual or “at risk” opium-producing areas and households by selection of project 
areas that are growing or at risk of growing opium, or by modifying the components to 
address the production systems of those engaged in the opium economy—or who might be?  
 
 5.  Is there a risk of harm?  Is there a risk that the activity may promote drug production and 
how can that risk be managed?   Could interventions be timed, targeted, and coordinated 
with other initiatives to reduce this risk?   
 
6.  Do monitoring, evaluation, and reporting capture outcomes? How would any agreed 
contribution of the activity to national drug control objectives be monitored and evaluated?  
How could an understanding of the movement from illicit to licit livelihoods be used to inform 
both operations and policy? How would any emerging risks be captured and reported?  
 
7.  Overall, does the activity contribute to Afghanistan’s counter-narcotics effort? To what 
extent does the activity contribute to reducing and ultimately eliminating the opium problem? 
 
8.  Can more impact be obtained through the activity? What solutions could increase the 
contribution of the activity to Afghanistan’s fight against drugs?  At what cost could those 
impacts be obtained, and what operational changes would be required? 
 

Source: Adapted from a World Bank internal “Guideline Note”. World Bank. 2006. Treating the Opium Problem in 
World Bank Operations in Afghanistan Guideline Note. Washington, pp. 6–7. Other development partners, including 
ADB, the Department for International Development of the United Kingdom, and UNODC have agreed to use the 
counter narcotics checklist to better mainstream counter-narcotics in their program activities in Afghanistan. 
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 2. Gender and Development 
 

a. Key Issues in the Theme 
 
85. Available data indicate that Afghanistan’s women are among the world’s most 
disadvantaged citizens. Their social status is low, which perpetuates their deprivation and 
excludes them from emerging opportunities. Despite considerable rhetoric about women’s 
advancement since the ouster of the Taliban regime, real progress toward women’s equality has 
been limited. Gender issues remain politically sensitive, and it is widely believed that benefits to 
women will trickle down from overall development or from support targeted at men or that 
women have responsibility to advocate for and determine their own futures.   
 
86. The social and health indicators for Afghan women and girls are very poor: 
  

(i) life expectancy for women is 44 years,24 lower than for Afghan men and the 
lowest among all countries in the Asia and Pacific region—Afghanistan’s female 
population now accounts for a little over 48% of the total population; 

(ii) 70% of the population is undernourished but there is a disproportionately high 
percentage of households headed by women among the lowest quintile of the 
nation’s chronically poor, who lack the minimum daily calorific intake;25 

(iii) reproduction is the key to women’s status and respect but carries high risk to life 
and well-being—the maternal mortality ratio is 1,600 per 100,000 live births (one 
of the highest in the world), women have limited access to basic health care 
services, and there is an acute shortage of female health professionals; 

(iv) 53% of all births in Kabul province take place at home, with only 45.5% taking 
place in the presence of a skilled attendant—in 28 of 36 provinces, more than 
90% of women deliver at home, with fewer than 10% having skilled support in 24 
provinces; 

(v) contraception is practiced by only 28% of adults—there are 6.3 living children per 
Afghan woman and the annual population growth rate is 2.5%; 

(vi) almost all women, in urban and rural areas, are dependent for decision-making, 
travel, transport and money for care-seeking behavior upon men, who are often 
unaware or dismissive of women’s specific reproductive health needs; 

(vii) the influx of returnees and the increase in cross-border movement puts Afghan 
women at high risk of sexually transmitted infections, including HIV/AIDS; and 

(viii) although more children attend school than ever before in Afghanistan’s history, 
two thirds of the 40% of children who are not yet enrolled are girls, and female 
literacy among the over-15 age group is only 14.1%, compared with 43.2% for 
men. 

 
87. Women have few opportunities to improve their lives and contribute to national economic 
growth.  
 

(i) Women’s roles include daily water and fuel collection. Only 40% of the population 
has sustained access to improved water sources, while 97% of domestic energy 
is traditional, with over three quarters being wood. 

                                                 
24 Unless otherwise noted, data are from Afghanistan’s 2004 National Human Development Report. Islamic Republic of 

Afghanistan and the United Nations Development Programme. 2004. National Human Development Report 2004  Security with a 
Human Face  Challenges and Responsibilities. Kabul. pp. 301–308. 

25 Islamic Republic of Afghanistan. Ministry of Rural Rehabilitation and Development and Central Statistics Office. 
2007. The National Risk and Vulnerability Assessment, 2005. Kabul. p. 68. 
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(ii) Although about 30% of economic participation is by women, particularly in rural 
agriculture and livestock, this is largely within the informal sector, where it is 
unrecognized and discounted, often non-monetized, and always under-rewarded. 
Public work for women is largely confined to health, education and social 
services, although women are slowly being integrated into the law, business, and 
service sectors.  

(iii) Reproduction takes precedence over productive contribution. The lowest 
provincial rate of marriage before 18 years is 26.4%, but is over 50% in a third of 
the country.  

(iv) Despite constitutional guarantees of equality before the law, studies in four urban 
centers have shown that only a minority of women have access to female legal 
counsel. Formal and informal legal systems impose harsh and discriminatory 
judgments on women’s real or perceived transgressions. In legal disputes, 
women rarely retain ownership, control, or benefit from their land or other assets.  

 
88. Despite significant forward movement on women’s political participation in elections, 
parliament,26 and village-level governance (as required under the Constitution), Afghanistan’s 
women remain a largely silent half of the population. Because of their lack of education, few 
women are qualified for the higher levels of the civil service, with the result that female influence 
remains weak. Although many women’s organizations have been established, advocacy and 
common efforts to promote women’s involvement remain at an early stage.  
 
89. Most women are confined within their families because of an entrenched tradition of 
female seclusion. Studies show that Afghan women are subject to violence for which there is 
very limited access to social, legal, medical or economic protective advice or care.  
 
90. Increased participation by Afghan women in all aspects of social life is not only a matter 
of fulfilling their rights, improving their rate of survival, or enhancing their human potential; it is 
also vital if they are to contribute fully to overall national development and poverty reduction.  
 

b. Government’s Theme Policy and Planning Framework 
 
91. Since 2001 the Government has pledged to uphold international human rights including 
those of women.  Significant milestones have included: 
  

(i) accession, without reservation, to the Convention on the Elimination of all Forms 
of Discrimination Against Women (however, a first report has yet to be produced, 
and state obligations under the Convention have not been consciously 
considered in national planning efforts); 

(ii) the inclusion of specific provisions relating to women’s low status in legal rights, 
socioeconomic opportunity, and political participation in the 2004 Constitution; 

(iii) the adoption of the Millennium Development Goals (MDGs) with specific 
Afghanistan targets, including the elimination of gender disparities in all levels of 
education, an increase in female participation in elected and appointed bodies in 
all levels of government to 30% by 2020, and a reduction in gender disparities in 
access to justice by 50% by 2015 and completely by 2020 (however, while some 
of these targets are “potentially” realizable, others are rated as “unlikely”); 

                                                 
26 When the newly elected National Assembly opened in December 2005, 91 of its 351 members were women. 
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(iv) the adoption of the Afghanistan Compact, which commits the Government (and 
the international community) to “recognise in all policies and programmes that 
men and women have equal rights and responsibilities”; and  

(v) the inclusion of gender equality as a key cross-cutting theme in the ANDS with a 
three-pronged approach to (a) eliminate all forms of discrimination against 
women, (b) develop women’s human capital, and (c) ensure women’s full 
participation and leadership in all aspects of life in Afghanistan.  

 
92. The key document for gender equality is the National Action Plan for Women of 
Afghanistan (NAPWA), approved by Government in mid-2008. Developed by the Ministry of 
Women’s Affairs (MOWA) with United Nations Development Fund for Women (UNIFEM) 
support, the NAPWA provides a comprehensive set of sector-specific goals, objectives and 
indicators. Although efforts have been made to mainstream specific gender targets into ANDS 
sector strategies, movement towards these targets will require more high level commitment than 
has been demonstrated to date. In addition, NAPWA has no independent funding mechanism, 
making its implementation as much dependent on external funding as upon its acceptance and 
commitment to action by the Government.  
 

c. Government’s Institutional Arrangements and Capacity  
 
93. MOWA has survived (not without challenge) as the state institution mandated to lead, 
coordinate and monitor inter-ministerial policy and strategy formulation on gender equality and 
advancement of women. MOWA has provincial departments throughout the country, most of 
which deliver services through links with more than 20 donor-funded “women’s development 
centers”. A number of ministries (Ministry of Agriculture, Irrigation, and Livestock; Ministry of 
Commerce; Ministry of Foreign Affairs, Ministry of Finance, Ministry of Interior) have established 
”gender units” to help promote gender responsiveness in ministry programmes. Such units are 
intended to link at the policy level through a MOWA-led inter-ministerial gender steering body. 
While some progress has been made, often fragile relationships and commitment have been 
damaged by frequent changes in MOWA leadership and the participation of lower level officials 
without decision-making authority in the gender steering bodies.   
 
94. Overall capacity for gender mainstreaming remains weak, partly because of the 
appointment of women on the basis of sex rather than professional knowledge, and partly 
because of resistance within institutions and society. Much of this resistance stems from a lack 
of understanding about what gender means, why it matters, or how gender mainstreaming can 
be implemented. A particular constraint is the deteriorating credibility of the MOWA itself. Long-
term capacity building support by several agencies has yielded very little visible improvement to 
its performance of key policy, strategy, coordination, and monitoring responsibilities. In addition, 
there is continued misunderstanding that MOWA bears sole or primary responsibility for solving 
all the problems of Afghanistan’s women.  
 

d. ADB Gender and Development Experience 
 
95. Lessons from ADB’s experience with gender mainstreaming in Afghanistan include the 
following: 
 

(i) gender input must be strongly and consistently complemented by commitment 
from the highest level;    
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(ii) institutional capacity building is a prerequisite to any gender work, particularly for 
analysis and mainstreaming (this applies to the ADB resident mission, to 
ministries, and partners);  

(iii) capacity building requires initial international expertise with skills transfer to 
national counterparts; 

(iv) capacity building needs to be practically focused on sector work, and specifically 
designed, “generic” packaged training often has limited outcomes or impact; 

(v) interventions need to be owned by sector institutions, with information on all 
phases shared with the MOWA;  

(vi) MOWA’s policy and strategy role must be separated from its non-implementing 
role, at both central and provincial levels; and  

(vii) ADB’s experience demonstrates that infrastructure (e.g. energy or road) projects 
can provide important gender-related benefits if focused effort is made to provide 
indirect benefits to women and to mitigate possible negative impacts.27 

 
e. Role of Other Development Partners in Gender and Development 

 
96. Most development agencies implement some sort of gender-oriented initiative, although 
generally not within any coherent framework and often without measurable outcomes. Poor 
collaboration and coordination remain major obstacles, and particularly hinder knowledge of 
provincial interventions in the absence of active local representation. Agencies with experience 
relevant to policy development and institutional strengthening, community processes, economic 
empowerment, and gender capacity building include the following:  
 

(i) the Japan International Cooperation Agency (JICA), the Asia Foundation, the 
United Nations Development Programme (UNDP), and UNIFEM have provided 
dedicated support to capacity building in the MOWA, including policy-related 
support;  

(ii) UNDP has helped build the capacity of MOWA staff to provide gender training to 
Government staff;  

(iii) German development cooperation through Deutsche Gesellschaft für Technische 
Zusammenarbeit (GTZ) has supported a gender budgeting pilot to promote 
gender analysis in the formulation of Government budgets and the allocation of 
resources; 

(iv) the United Nations Human Settlements Programme, together with several 
National Solidarity Program partners (Afghan Aid, Agency for Technical 
Cooperation and Development, CARE, DACAAR, International Rescue 
Committee, Oxfam, Relief International) have sound experience of community 
development processes and have developed varied and interesting models for 
women’s cooperation, economic development, savings and micro-finance, as 
well as non-formal education and awareness raising; 

(v) JICA is primarily concerned with women’s economic empowerment with a strong 
focus on the chronically poor; 

(vi) the United Nations Food and Agriculture Organization has interesting models of 
women’s economic empowerment within agriculture and livestock and the World 
Bank is developing a new program in the same sectors; 

(vii) the United Nations Office for Project Services has specific experience of 
integrating women into implementation elements of road projects; and  

                                                 
27 ADB. 2006. Implementation Review of the Policy on Gender and Development. Manila. pp. 13–14. 
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(viii) GTZ and CARE have experiences of renewable energy involving women in rural 
areas. 

 
f. Intended Outcomes and Key Outputs supported by ADB 

 
97. ADB will support gender mainstreaming throughout its program activities and will make 
greater efforts to expand the participation of women. The key outcomes will be the increased 
capacity of staff in the resident mission and in key ministries to mainstream gender equality into 
sector work. Women will be routinely included as valuable partners in development throughout 
ADB interventions, and ministries where ADB focuses its efforts will demonstrate greater gender 
equality in structure, opportunities and plans. It is anticipated that mainstreaming efforts will 
enhance the status of women within ADB sector interventions. Specific benefits are envisaged 
for women in relation to agriculture and energy (and possibly transport) that will contribute to 
employment creation, poverty reduction, and overall economic growth. 
 

g. Links to CPS Outcomes and Other Themes 
 
98. Gender mainstreaming is an issue of quality project management in that it contributes to 
inclusive social development.  It will enhance the participation of women as well as men in 
control over and benefits of all sectors and operations.  
 
  h. indicative Areas for Interventions 
 
99. As part of its mainstreaming efforts, ADB will strive to ensure that the needs and 
interests of women and men are explicitly considered.  Efforts also will be made to transform the 
common practice of treating women as passive beneficiaries into proactive engagement of 
women as full participants in decision making in all development activities.  
 

i. Monitoring Mechanisms 
 
100. ADB will collaborate with ministries and implementing partners to monitor 
implementation of ADB-funded interventions targeted at women, and their contribution to ANDS 
and sector gender benchmarks. Progress on gender mainstreaming throughout CPS 
implementation will be incorporated into routine CPS monitoring mechanisms, including sex-
disaggregated data on all decision-making activities. 
 

3. Governance28 

a. Key Issues in the Theme  

101. A number of studies undertaken by ADB, the Government, and other development 
partners have examined aspects of governance in Afghanistan.29 Key issues identified through 
these studies are outlined below.    

                                                 
28 ADB’s 1995 governance policy defines governance as “…the manner in which power is exercised in the 

management of a country’s economic and social resources for development.” The policy identified the basic 
elements of good governance as accountability, predictability, participation and transparency. ADB. 1995. 
Governance: Sound Development Management. Manila. ADB’s 2006 Second Governance and Anticorruption Plan 
(GACAP II) focuses on three aspects of overall governance: public financial management, procurement, and anti-
corruption, and does not address larger rule of law or legal and judicial reform issues. ADB. 2006. Second 
Governance and Anti-Corruption Plan (GACAP II). Manila. 
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102. Limited Experience of the New Democratic Authorities. The full democratic potential 
of new institutions, including the National Assembly and Provincial Councils, has not yet been 
realized. There needs to be recognition of non-state actors (Islamic institutions, civil society, the 
private sector, the media, and academic institutions) as partners of government, even when 
they advocate alternative viewpoints. 
 
103. Public Financial Management.  Strong achievements in fiscal discipline, cash control, 
and aggregate transparency have contributed to macroeconomic stability, and sustained 
external assistance.  More progress is needed to broaden the comprehensiveness of the core 
budget, and to improve the monitoring of other fiscal activities, such as state-owned enterprises, 
municipalities, and external assistance outside the core budget. Weak sector strategies, 
inadequate prioritization, and lack of information on results have made it difficult to allocate 
resources across and within sectors appropriately. Weaknesses in procurement, the insufficient 
financial data given to line managers, and initial delays in making payments outside Kabul have 
hindered public expenditures. These problems, along lack of specific data from donors on 
expenditures of externally-implemented projects and a lack of realism in publicly available 
budget numbers, have exacerbated the disconnect between public expectations and actual 
delivery of services. 
 
104. Lack of Qualified and Disciplined Staff. The civil service is being rebuilt following 
periods of political persecution when many of the most highly qualified Afghans were killed or 
fled the country. Without qualified, professional civil servants, the Government is not able to 
fulfill its basic functions of service delivery effectively, nor is it able to manage its own 
administration. Many civil servants are still recruited through a system of patronage rather than 
merit. The pay scale of civil servants is insufficient to attract, retain, or motivate skilled and 
qualified staff and the lack of incentives leads to corruption.   
 
105. Excessive Centralization. More than one third of ministry staff are based in Kabul. 
Highly centralized regulatory frameworks sustain corruption by requiring unworkable 
procedures. Reforms need to be extended beyond the center, along with increased human, 
financial and physical resources to provincial and district administrations and departments of 
line ministries.  
 
106. Lack of Coordinated Decision Making Across Government. There is a need to 
rationalize the functions of ministries in order to reduce overlap and clarify lines of responsibility. 
There is also a need to strengthen the links, communications, and lines of responsibility among 
district, provincial and national authorities. Better coordination of policy making and service 
delivery functions will improve the efficacy of government and its legitimacy in the eyes of the 
population. 
 

                                                 
29 Islamic Republic of Afghanistan. 2008. Afghanistan National Development Strategy 1387-1391 (2008-2013): A 

Strategy for Security, Governance, Economic Growth and Poverty Reduction. Kabul; World Bank. 2005. 
Afghanistan: Managing Public Finances for Development. Washington, DC; Patel, Seema and Steven Ross. 2007. 
Breaking Point: Measuring Progress in Afghanistan. Washington, DC: Center for Strategic and International 
Studies; Islamic Republic of Afghanistan, Independent Administrative Reform and Civil Service Commission. 2007. 
Development of a National Capacity Development Framework for the Public Service in Afghanistan. Discussion 
Paper presented at the April 2007 Afghanistan Development Forum; and ADB. United Kingdom’s Department for 
International Development, UNDP, UNODC, and World Bank. 2007. Fighting Corruption in Afghanistan: A 
Roadmap for Strategy and Action. February.  
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107. Limited Direct Accountability to Clients. Provincial and district administrations and 
departments of line ministries are not accountable to local populations. With the election of 
provincial councils, there is an opportunity to improve the relationship between populations and 
those government departments responsible for the delivery of local services. However, local 
administrations and departments of line ministries must have authority and be adequately 
resourced so they can ensure that policy making and service delivery reflect the needs and 
priorities of their local populations.  
 
108. State Capture by Illicit Power-Holders. Despite the high degree of centralization, 
many of the country’s local and subnational administrative structures remain under the de facto 
control of illicit power holders and armed groups. Illicit power holders seek to use the state 
machinery to further their own interests, mobilizing resources from narcotics and other unlawful 
sectors of the economy, which make it possible for them to create private armed groups and 
pay officials far more than their salaries in bribes. Many of those working in government 
institutions are in fact part of the informal structure that controls the informal and illegal sectors 
of the economy. The formal governance sector cannot compete effectively with the informal 
sector, nor can its incentives match the scale and size of bribes being offered.  
 

 b. Government’s Theme Policy and Planning Framework 

109. Good governance is one of the three core pillars of the ANDS. The strategic objective for 
this pillar is the establishment of a stable Islamic constitutional democracy where the three 
branches of the state function effectively and inclusively, are held accountable, and uphold the 
rule of law and basic human rights. The Government aims to provide good governance and 
measurable improvements in the delivery of services. To achieve these goals it will: (i) establish, 
reform and strengthen government institutions at central and subnational levels with an 
emphasis on transparency and competent, results-based management; and (ii) reform 
legislative processes, including the holding free and fair elections.30   
 
110. The Government’s objectives are “to establish and strengthen public institutions at 
central and subnational levels to achieve measurable improvements in the delivery of services 
and the protection of rights of all Afghans.”31 The ANDS recognizes that corruption—the misuse 
of public office for private gain—undermines the authority and accountability of the Government, 
lessening public trust and reducing the legitimacy of state institutions. A key ANDS strategic 
objective is thus “to establish a state administration that operates with integrity and 
accountability to provide an enabling environment for economic and social development , based 
upon the rule of law, impartiality in political decision-making, the proper management of public 
resources, the provision of efficient administrative systems, and the active engagement of civil 
society.”32 The ANDS also indicates that a national anticorruption strategy and road map 
developed as part of the ANDS (with ADB TA support) will be implemented in support of a 
number of strategic aims: (i) enhancing Government anticorruption commitment and leadership; 
(ii) raising awareness of corruption and evaluating the effectiveness of anticorruption measures; 
(iii) mainstreaming anticorruption into Government reforms and national development;  
(iv) strengthening the enforcement of anticorruption aimed at strengthening the legal framework 
for anticorruption and building a coherent and fully resources system of enforcement institutions 
to support the effective implementation of the United Nations Convention Against Corruption;  
(v) reinforcing counter-narcotics integrity; (vi) reinforcing the integrity of public and business 

                                                 
30 ANDS (Ref. 3), p. 61.  
31 ANDS (Ref. 3), p. 62. 
32 ANDS (Ref. 3), p. 147. 
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sector relationships; and (vii) increasing political accountability.33 As outlined by the ANDS, the 
Government intends to mainstream its anticorruption efforts through the complementary and 
interdependent areas of public administration, financial management, and legal reform.  
 

c. Government’s Institutional Arrangements and Capacity in the Theme 
 
111. Afghanistan’s constitution provides the foundations for good governance. Civil service 
regulations are being formulated to operationalize the Civil Service Law, 2005. The Independent 
Administrative Reform and Civil Service Commission (IARCSC) is responsible for implementing 
public administration reform, but its capacity to implement reforms across many agencies is 
limited. Successful reform will depend on the initiative of individual agencies. Implementation 
has also been constrained by political interference, resistance from vested interests, frequent 
changes in key personnel and consultants, weaknesses in advisory services, and inadequate 
coordination. 
 
112. A General Independent Administration for Anticorruption (GIAAC) was established to 
deal with corruption, but it lacked managerial, technical and financial resources and was 
generally discredited. Following an extensive review of corruption-related institutional 
responsibilities and under considerable pressure from its development partners, in July 2008 the 
Government established a new High Office of Oversight for the Implementation of the Anti-
Corruption Strategy. As the new body has no financial resources and few trained staff, it will 
take some time before it will be able to take a firm and decisive lead on corruption-related 
matters. Reducing corruption in Afghanistan will require an improvement in capacity at all levels 
of government and in the oversight capacity of the national assembly and provincial councils.  

 
d. ADB Governance Experience 

 
113. Since reestablishing operations in Afghanistan, ADB has emphasized the need to 
develop the state. ADB’s first $14.5 million cluster TA and its $150 million Postconflict 
Multisector Program Loan were designed to build human and institutional capacity. ADB also 
financed a Fiscal Management and Public Administration Reform Program Loan aimed at 
improving fiscal policy formulation, financial management, and public administration.34 This 
support focused on policy reform and capacity development to strengthen the budget process 
and public expenditure management, make moustufiats (provincial finance departments) more 
efficient, improve public financial management systems, and support civil service reforms 
 
114. ADB has also supported capacity development in the agriculture, energy, and transport 
sectors through loans and associated TA, including a focus on improving financial management 
in project implementation units (PIUs), including the development of financial accounting 
manuals, and strengthening procurement systems.  
 
115. The key lessons from ADB’s experience are outlined below.  
 

                                                 
33 ANDS (Ref. 3), pp. 147-148. 
34 ADB. 2002. Technical Assistance to the Islamic Republic of Afghanistan for Capacity Building for Reconstruction 

and Development. Manila (TA 3874-AFG); ADB. 2002. Report and Recommendation of the President to the Board 
of Directors on a Proposed Loan to the Islamic Republic of Afghanistan for the Post-Conflict Multisector Program. 
Manila; ADB. 2005. Report and Recommendation of the President to the Board of Directors on a Proposed Loan 
and Grant to the Islamic Republic of Afghanistan for the Fiscal Management and Public Administration Reform 
Program. Manila. 
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116. Capacity Development. Long-term support for building institutional capacity will be 
essential for improving governance. While ADB’s capacity development TA has delivered 
outputs (e.g., plans formulated, new laws passed, and individual staff trained), outcomes as 
measured by improved organizational capacity are suboptimal.  TA has tended to be short-term 
and input-oriented. Flexible types of assistance, such as TA clusters over a medium-term 
duration, should be considered as these would enable ADB to respond to capacity development 
needs as they arise. Ministries are still being restructured, so such initiatives should be 
restricted to entities that have already been restructured to ensure the capacity becomes 
institutionalized.   
 
117. Public Administration Reform.  To be more sustainable, support for public 
administration reform should be selective and integrated into ADB sector programs, particularly 
in agriculture and natural resources. Stand-alone projects for public administration reform 
should not be considered.  
 
118. Public Financial Management, Procurement, and Contract Management.  The 
capacity of the Ministry of Finance to undertake fiscal planning, expenditure policy making, and 
budget preparation has substantially improved but more attention needs to be focused on line 
ministries, where capacity to perform public financial management functions, including 
procurement and contract management, still needs significant improvement. Strengthening 
public financial management and procurement systems will help to reduce corruption. Current 
support for public financial management, procurement, and contract management should 
continue, but with a more deliberate focus on the ministries that are key partners in the delivery 
of ADB’s sector programs. 
 
119. Project Management Structures. The creation of PIUs has helped to improve public 
financial management performance, procurement and contract management functions in the 
Ministry of Public Works (MPW), Ministry of Energy and Water (MEW), and Ministry of Mines 
(MM). However, autonomous PIUs can become “mini-ministries”, which are costly to maintain, 
take away high performing civil servants from ministries, and can generate resentment from 
others. Consequently, PIUs can become an obstacle to national institution-building and 
sustainable capacity development. During the next phase of ADB support, there should be 
conscious efforts to integrate PIU functions more fully into ministries. 

 
e. Role of Other Development Partners in Governance 

 
120. Most development partners try to improve governance through their operations, but the 
Government remains concerned about the effectiveness of this support. ADB needs to develop 
partnerships with key development partners to share experiences and resources. ADB will work 
particularly closely with DFID and the World Bank on public financial management and 
procurement. On corruption issues, ADB has collaborated with DFID, UNDP, UNODC, and the 
World Bank in the development of a common methodology to undertake vulnerability to 
corruption assessments in key sectors of engagement. ADB has supported such assessments 
for the customs, energy, and road transport sectors. Technical assistance will be carefully 
coordinated with inputs from other donors in ADB’s priority sectors. 
 

f. Intended Outcomes and Key Outputs Supported by ADB 

121. Key planned outcomes will be (i)  better public financial management and procurement 
at line ministry and agency level in agriculture and irrigation, energy, and road transport; and  
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(ii) stronger capacity of line ministries and agencies to combat corruption through stronger 
institutional structures and country systems. 
 

g. Links to CPS Outcomes and Other Themes 

122. Better governance is crucial to the Government’s efforts to support poverty reduction 
through strong growth in agriculture and rural employment, build the credibility of the 
Government, improve security, and give people confidence that their rights (including property 
rights) will be protected. 
 

h. Indicative Areas for Interventions 

123. Line ministries need to strengthen their capacity to oversee their investment programs.  
ADB will support the strengthening of planning and budgeting, financial management, and 
procurement in the Afghan Electricity Authority (DABS), MAIL, MEW, and MPW. Support for 
public financial management and procurement at these ministries and agencies will help to 
combat corruption by strengthening country systems.     
 

i. Monitoring Mechanism 

124. ADB will work with selected line ministries to monitor implementation of priority activities 
and progress in achieving benchmarks, including those in Table A6.4. ADB will support 
Government efforts to monitor the performance of the ANDS. 
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Table A6.4: Theme Results Framework—Governance   

 

Relevant CPS Outcomes Theme-Level Outputs 

CPS Outcomes 
Relevant to the 

Theme 
Key Opportunities 
and Constraints 

 
Theme Outcomes 
and Key Theme 

Outputs 

Theme  
Milestone, Tracking 
Indicators, Interim 

Indicators 

ADB Assistance Risks 

Improved systems and 
mechanisms established in 
ADB counterpart agencies 
to reduce opportunities for 
corruption 
 
More efficient use of public 
investment and recurrent 
expenditure in key 
counterpart agencies to 
improve accountability 

Opportunity 
 
Agriculture, energy, and 
road transport—ADB’s key 
sectors of engagement—
play a major role in driving 
Afghanistan’s economic 
growth. Better execution of 
public investments in these 
sectors through more 
effective governance 
structures will have a real 
impact.  
 
Constraint 
 
The overall restructuring of 
the machinery of 
government is incomplete. 
Thus, the Impact of sector-
specific governance reform 
will be diluted unless such 
changes are accompanied 
by reform in administrative 
structures and personnel 
movements. 
 
 

Improved financial 
management, procurement, 
and contract management 
in the Afghan Electricity 
Authority; the Ministry of 
Agriculture, Irrigation, and 
Livestock; the Ministry of 
Energy and Water; and the  
Ministry of Public Works 
 
Preparation and 
implementation of 
corruption risk management 
plans in key sector 
agencies 
 
 

For the Afghan Electricity 
Authority; the Ministry of 
Agriculture, Irrigation, and 
Livestock; the Ministry of 
Energy and Water; and the  
Ministry of Public Works: 
 
• ministry staff able to 

undertake public financial 
management functions 
delegated to line 
ministries with reduced 
support from consultants  

• ministry staff able to 
undertake procurement 
functions delegated to 
line ministries with 
reduced support from 
consultants 

• ministry staff able to 
undertake contract 
management functions 
with reduced support 
from consultants 

 
See also sector road maps for 
agriculture, energy, and road 
transportation 

Nonlending products 
 
TA support to the Ministry 
of Finance and other key 
ministries 
 
Investment products 
 
Governance (public 
financial management, 
procurement, 
anticorruption) 
mainstreamed in ADB 
project activity and 
supported by TA in key 
ministries as required  
 
Planned 2011 program 
support focused on 
resource management 
issues  
 
 

Poor or incomplete 
implementation of 
public 
administration 
reform may negate 
the outcomes of 
capacity 
development 
activities  
 
New process and 
procedures related 
to public 
administration 
reform may face 
resistance from 
existing staff 
 
Vested interests 
may attempt to 
soften or escape 
from public 
financial 
management, 
procurement and 
anticorruption 
reforms. 

ADB = Asian Development Bank 
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4. Private Sector Development 
 

a. Key Issues  

125. In accordance with Article 10 of the Constitution, the Government regards the private 
sector as the main source of economic growth, poverty reduction, and employment creation.35 
The Government’s development vision, as articulated in the Afghanistan National Development 
Strategy (ANDS), sees the Government acting as “policy maker, regulator, and enabler of the 
private sector, not its competitor”.36 The Government’s strategy to foster private sector 
development and to increase domestic and foreign investment is to: (i) continue efforts to build a 
strong and stable enabling environment that will encourage a competitive private sector,  
(ii) expand the scope for private investment in developing natural resources and infrastructure, 
and (iii) strengthen efforts to promote investment from domestic sources, the Afghan diaspora, 
and foreign investors.37 By creating a secure, politically stable and economically supportive 
environment, the Government expects to enable the private sector to thrive, create employment, 
and generate public revenues that will enable the country to achieve its MDGs.  
 
126. Afghanistan’s informal sector accounts for an estimated 80%–90% of economic activity. 
Small, private entrepreneurial businesses are traditional in Afghanistan and insecurity, limited 
rule of law in property and other matters, inefficient business registration procedures, the tax 
regime, and other factors militate against more formalized forms of commercial business.38 
Informal firms typically remain small, and without investment in productive assets or technology 
that would permit economies of scale or a shift to higher value-added activities. Because of 
ongoing insecurity, there has been relatively little direct foreign investment in Afghanistan, with 
the limited amount of investment concentrated in a very few sectors, such as 
telecommunications, banking, hotels, oil and gas, and, potentially, mining. Investment by 
expatriate Afghans has helped to stimulate some economic growth, but again mostly in the 
construction and service sectors, with only limited investment in manufacturing or other value-
added—and employment creation—activities.  
 
127. The Government has taken steps to improve the formal business enabling environment. 
Private investment has increased, from 1% of GDP in FY2003, to 4% in FY2005. An 
Afghanistan Investment Support Agency (AISA) was established with the mandate of promoting 
and facilitating investment. Efforts have been made to develop formal financial market 
institutions, including the establishment of the Afghanistan Investment Guarantee Facility,39 the 
licensing of private commercial banks, and the commercialization of state-owned banks. There 
has been limited progress with state enterprise reform, and with establishing regulatory 
agencies to oversee investments in utilities. 
 
128. Some progress has been made in access to improved transport networks and private 
sector participation in transport. Many primary roads have been rehabilitated or constructed 
since 2002. In addition, nearly 1,500 km of the 4,900 km national secondary road network, and 

                                                 
35 Article 10 of Afghanistan’s Constitution states that “the State encourages and protects private capital investments 

and enterprises based on the market economy and guarantees their protection in accordance with the provisions of 
law.” 

36 ANDS (Ref. 3), Executive Summary, p.7.   
37 ANDS (Ref. 3), p. 74. 
38 ADB. 2007. Asian Development Outlook. Manila (p. 146).  
39 ADB has invested $5 million in the facility.  ADB. 2004. Report and Recommendation of the President to the Board 

of Directors on a Proposed Loan and Guarantee to the Islamic Republic of Afghanistan for the Afghanistan 
Investment Guarantee Facility. Manila. ADB, 2006.  
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several thousand kilometers of tertiary roads, all with gravel surfaces, have been improved. In 
the 1970s all trucking was was managed by the state; this sector is now entirely in the hands of 
private operators.   
 
129. Key constraints to further private sector development are as follows.  
  
130. Insecurity. There is limited confidence that investments can be protected and security 
considerations tend to dominate investor decision-making. In a risky environment, it is difficult to 
attract investment in activities that do not generate quick returns.  
 
131. High Transaction Costs of Doing Business. The World Bank’s Investment Climate 
study shows that security costs (as a ratio of sales) in Afghanistan are five to eight times higher 
than in neighboring countries, while “informal fees” are about four times higher.40  
 
132. Poor Infrastructure. Afghanistan is landlocked with limited access to markets (because 
of poor roads and airport facilities), electricity, and water resources. These constraints are 
compounded by corruption and administrative obstacles to accessing services and moving 
goods, services and people. 
 
133. Weak Institutions. Recent conflict has weakened the informal and formal institutions 
that underpin commercial transactions and protect property rights in a market economy. There 
are also overlapping systems of justice, including sharia (Islamic law), shura (traditional law), 
and the formal constitutional framework. People are reluctant to invest because of uncertainty 
that they will be able to enforce contracts or that property rights will be protected. With land the 
major asset for most potential investors, and given frequent disputes over land titles, 
improvements in land management systems are a key priority. Little progress will be made in 
developing formal financing until the property rights are protected. Weak institutions and limited 
rule of law allows both petty and institutional corruption to flourish, undermining development 
and the credibility of the Government.  
 
134. Human Development. Afghanistan’s dismal human development indicators—including 
poor education and poor health, low life expectancy, and gender inequality—undermine worker 
productivity and the potential for sustainable increases in competitiveness and private 
investment. 
 
135. Limited Information and Technology Flows. Poor infrastructure, weak institutions, 
and illiteracy impede the flow of technology and information about economic opportunities, 
reducing opportunities for Afghan businesses to compete. A lack of credit records also impedes 
investment.  
 

b. Government’s Policy and Planning Framework 

136. The Government’s vision is for the private sector to be the engine of growth. The main 
areas are expected to be in agriculture, small and medium-sized enterprises and the service 
sector with the participation of the domestic and foreign private sector. A key aim is for the 
private sector to create legal employment, particularly in rural areas, in both agricultural and 
non-farm rural livelihoods. A Government policy paper in June 2007 noted that establishing an 
enabling environment for the private sector is given high priority in the Afghanistan Compact, 
including (i) reforming commercial laws, regulations, and procedures; (ii) divesting state-owned 

                                                 
40 World Bank. 2005. The Investment Climate in Afghanistan. Washington, DC (p.15).   
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enterprises and land title reform; (iii) strengthening financial regulations for banks and non-bank 
financial institutions; (iv) restructuring state-owned banks; (v) increasing regional economic 
cooperation, including measures to reduce transaction costs associated with cross-border trade; 
(vi) increasing access to electric power; and (vii) reducing impediments to the movement of 
skilled labor within the region.41   
 

c. Government’s Institutional Arrangements and Capacity  

137. The Ministry of Commerce is responsible for developing national strategies, policies and 
legislation directly related to private sector development, with the Ministry of Finance 
responsible for policies relating to state enterprise reform. The AISA was established to provide 
a “one-stop shop” for investors in dealing with the Government. However, most government 
agencies and institutions impact on private sector development. The ANDS identifies the need 
for government agencies to improve the power supply, road transport, and human development 
as essential to promoting private sector development. Attitudes of Government officials toward 
the private sector need to be changed. Sector reforms and capacity development are needed to 
ensure that the Government is effective in its role as the impartial enabler, facilitator, and 
regulator of business development. 
 
138. The Government recognizes the need for broad-based initiatives to streamline regulatory 
and tax policy and to simplify administrative procedures so that government reduces, rather 
than increases, the risks of entrepreneurship. There is a need to reduce the disincentives that 
businesses face. The Government also recognizes the need for improvements in trade and 
investment policies and institutions. It aims to develop an export promotion strategy and to 
facilitate labor-intensive export-oriented manufacturing, while providing incentives to diversify 
and restructure the economy. The ANDS also highlights the need to reduce institutional barriers 
to regional economic cooperation. 
 

d. ADB Private Sector Development Experience 

139. ADB has contributed to the development of an improved enabling environment for 
private sector development through its $5 million investment in the Afghanistan Investment 
Guarantee Facility and through its 2006 Private Sector and Financial Markets Development 
Program. In addition, ADB’s Private Sector Operations Department has provided $138.1 million 
in private sector loans, equity investments, and loan guarantees, to both the banking and 
telecommunications sectors.42  
 
140. The key lessons have been: (i) overall lack of credit and insurance greatly constrains 
business investment; (ii) the Government has limited capacity to manage foreign direct 
investment, privatization, and other related issues, with ministries often working at cross 
purposes; (iii) as a result, many investments have been handled in a less than transparent 
fashion, including some investments that have been “guided” toward influential individuals, thus 
precluding involvement by financial institutions such as ADB; (iv) given that only a few sectors 
(e.g., extractive minerals) have substantial value and thus can attract foreign direct investment, 
tenders have to be very carefully managed to ensure that maximum value is realized; (v) as 
                                                 
41 Islamic Republic of Afghanistan. 2007. A Policy for Private Sector Growth and Development. Kabul. 
42 ADB. 2004. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Guarantee to the Islamic Republic of Afghanistan for the Afghanistan Investment Guarantee Facility. Manila; ADB. 
2006. Report and Recommendation of the President to the Board of Directors on Proposed Grants to the Islamic 
Republic of Afghanistan for the Private Sector and Financial Market Development Program. Manila.  
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Afghanistan’s investment climate is difficult, there is a need to make investment conditions as 
attractive as possible; (vi) as most of Afghanistan’s private sector still operates on a small-scale 
and informal basis, public–private partnerships are not likely to be a feature of ADB’s 
programming in Afghanistan, at least for the medium term; (vii) there is great scope for further 
support for the creation of an improved enabling environment for private sector development; 
and (viii) ADB’s private sector investments have helped to catalyze foreign direct investment in 
Afghanistan. 
 

e. Role of Other Development Partners in Private Sector Development 

141. The World Bank, and its International Finance Corporation, has supported policy and 
institutional reforms to improve the enabling environment. German technical cooperation 
through Deutsche Gesellschaft für Technische Zusammenarbeit (GTZ) has helped to build the 
capacity of the Afghanistan Investment Support Agency. In June 2007, the Aga Khan 
Development Network organized an international conference (with financial support from ADB) 
to promote the establishment of an enabling environment for greater private sector 
development.   
 

f. Intended Outcomes and Key Outputs Supported by ADB 

142. ADB’s Private Sector and Financial Market Development Program will help to improve 
the policy framework for private sector development. A Rural Business Support Project, 
financed by the Japan Fund for Poverty Reduction, will serve as a pilot for enhanced 
commercial agriculture activities. In addition, ADB’s Private Sector Operations Department will 
continue to invest in appropriate projects to catalyze economic growth.  
 

g. Links to CPS Outcomes and Other Themes 
 

143. Private sector development is directly linked to all CPS outcomes, in that the 
Government’s vision is for private-sector-led economic growth as the engine for employment 
creation, revenue creation (to support public sector investments), and poverty reduction.   
 

h. Indicative Areas for Interventions 

144. Planned ADB investments in agriculture and natural resources, energy, and road 
transport infrastructure, and support for capacity development and institution building, regional 
cooperation and strengthening governance are all critical if the enabling environment for the 
private sector is to improve. In addition, investments through ADB’s Private Sector Operations 
Department can help to further catalyze private sector investment. The 2008 Commercial 
Agriculture project will help to add value through storage (including cold storage), access to 
markets, agro-processing, and export promotion for agricultural products.   
  

i. Monitoring Mechanism 

145. ADB will work with government agencies to monitor implementation of priority activities 
and progress in achieving key benchmarks, including those identified in Table A6.5. ADB will 
support Government efforts to involve the private sector in monitoring ANDS implementation, 
especially in agriculture and irrigation, energy, and road transport (i.e. ADB’s key sectors of 
engagement).  
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Table A6.5: Theme Results Framework—Private Sector Development   
 

Relevant CPS Outcomes Theme-Level Outputs 

CPS Outcomes 
Relevant to the 

Theme 
Key Opportunities 
and Constraints 

 
Theme Outcomes 
and Key Theme 

Outputs 

Theme  
Milestone, Tracking 
Indicators, Interim 

Indicators 

ADB Assistance Risk 

Increased subregional 
trade, from $6.5 billion in 
2005 to $21.8 billion in 
2010, leading to strong and 
regionally-balanced growth 
 
Average annual economic 
growth of 9% per year 
 
Share of people in rural 
areas living on less than $1 
per day to fall from 80% in 
2005 to less than 65% by 
2010 

Opportunities 
 
Afghanistan’s strategic 
location between two 
dynamic subregions 
provides a key opportunity 
for private sector 
development 
 
ADB needs to be 
opportunistic (e.g., in 
regional cooperation and 
local infrastructure 
development initiatives) and 
to work with the private 
sector to identify 
opportunities to address 
practical bottlenecks to 
trade and investment 
 
Constraints 
 
Insecurity, poorly 
developed infrastructure, 
weak human capacity, and 
institutional and market 
weaknesses, including lack 
of credit 
 

Increased private sector 
investment, employment 
and output.  
 
Intermediate outcomes 
include: 
 
• implementation of 

regulatory reforms 
agreed in consultation 
with the private sector, 

• reduction in barriers to 
cross-border and 
movements of goods 
and people, 

• increased cross-border 
investment, contracting 
and trade, 

• stronger business 
associations and market 
institutions, 

• effective implementation 
of new business 
legislation, 

• more domestic private 
sector participation in 
public (including ODA) 
financed services and 
infrastructure 
development. 

 

Private sector investment 
increased from 4% of GDP in 
2005 to 6% of GDP in 2010.  
 
Cross-border trade increased by 
at least 10% per year from 2007-
2010 
 
Lower ratio of informal fees to 
sales recorded in investment 
climate surveys 
 
 

Nonlending products 
TA to improve the 
enabling environment, 
including reforms to 
encourage private sector 
participation in regional 
cooperation and 
infrastructure 
development 
 
Investment projects 
Support for private sector 
development as part of 
investment activities in 
agriculture and natural 
resources management, 
energy, and road 
transport.  
 
ADB’s Private Sector 
Operations Department 
will continue to invest in 
activities that catalyze 
economic growth, private 
sector development, and 
employment creation, 

Insecurity and 
conflict pose the 
greatest  risk to 
increased private 
sector investment 

ADB = Asian Development Bank, CPS = country partnership strategy, GDP = gross domestic product, ODA = official development assistance, TA = technical assistance. 
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5. Regional Cooperation 
 

a. Background and Key Issues in the Theme 
 

146. Afghanistan, a landlocked country, has the potential to operate as a bridge between 
Central Asia (it borders Turkmenistan, Uzbekistan and Tajikistan) to the north, the People’s 
Republic of China to the northeast via the narrow Wakhan Corridor, Pakistan (and other 
countries in the South Asian region) via the south and east, and Iran to the west. If Afghanistan 
is able to perform this role, it will bring significant potential benefits for the entire region, linking 
energy-rich Central Asia with energy-deficient South Asia and landlocked Central Asia with 
warm water ports in Pakistan and Iran.  
 
147. Total transit trade through Afghanistan is projected to grow from $6.5 billion in 2005 to 
$21.8 billion by 2010—much of the increase attributed to improvements in the road corridor and 
trade facilitation. More road-borne trade would also buoy up the privately-owned Afghan 
trucking industry and support economic activity. More regional power connectivity through 
Afghanistan would generate substantial revenue for the Government through transit fees43 and 
the availability of energy from Central Asia would help to develop Afghanistan’s fledgling 
industry (which currently accounts for about 2% of electricity usage). An increase in productive 
capacity would generate employment opportunities, help to diversify Afghanistan’s industrial 
base, and broaden its narrow export base.  
 
148. Less than 9% of the Afghan population has access to electrical power. This not only 
constrains development but also has a negative impact on the environment, as most of the 
population depends on solid fuels, mainly fuel wood, sourced from Afghanistan’s limited forests.  
 
149. Located in a region characterized more by mutual mistrust than by regional 
cooperation,44 Afghanistan is affected by the additional burdens of an ongoing insurgency and a 
significant narco-economy, although regional cooperation can promote security and political 
stability. The capacity to support regional cooperation initiatives within the context of 
Afghanistan’s development remains weak, including capacity to support policy and institutional 
reforms and their implementation.45 Additionally, inter-ministerial cooperation with respect to 
regional cooperation remains somewhat uncoordinated, with several ministries formulating 
strategies with implications for regional cooperation in isolation from each other.  
 

b. Government’s Theme Policy and Planning Framework 
 
150. The ANDS recognizes regional cooperation is a cross-cutting theme and sees enhanced 
regional cooperation as a key driver of economic growth. It also views regional cooperation as 
critical to security, including drug control.   
                                                 
43 The Trans-Afghan Pipeline, carrying natural gas from Turkmenistan’s Daulatabad fields through Afghanistan to 

Pakistan is projected to generate transit revenues of $200 million per annum or more than half of the Government’s 
budget revenue in fiscal year 2005–2006. Plans also include power transmission from Tajikistan to Pakistan and 
the development of other oil and gas pipelines. Such projects would generate employment, build skills, and provide 
sustainable revenue for the Government.  

44 Restrictive trade policies by Afghanistan’s neighbors and outdated transit and trade agreements also impede 
regional cooperation.  

45 The IMF has indicated that trade in Afghanistan is hampered by a number of rigidities, including administrative 
barriers, ad hoc fees levied by local governments, cumbersome import and customs clearance procedures, weak 
standards and regulations, the absence of transparent competition policies, and limited progress on 
computerization. IMF. 2006. IMF Country Report No. 06/114  Islamic Republic of Afghanistan: Selected Issues and 
Statistical Appendix. Washington, DC. p. 19. 
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151. The Government’s regional cooperation objectives include quicker transit times through 
Afghanistan because of improvements to the road network, more cooperative border 
management, and bilateral or multilateral trade and transit agreements. The Government also 
hopes to increase the electricity supply through bilateral power purchase agreements and to 
conclude agreements on regional movements of skilled labor, allowing Afghans to seek jobs 
abroad and send remittances home.46 In the longer term, regional cooperation will help re-
establish Afghanistan’s tourism industry. 
 
152. The Government’s strategy is to strengthen its role in regional and international 
organizations,47 build institutional and human capacities for regional cooperation, pursue trade 
liberalization, develop policies for trade facilitation, increase trade in electricity, strengthen 
cross-border cooperation focusing on interdiction and law enforcement, and encourage private 
sector sector development. The Government aims to mainstream regional cooperation into all 
relevant policies and programs, particularly in border management and security, energy, 
environmental protection, infrastructure development, and trade and transit.   
 

c. Government’s Institutional Arrangements and Capacity in the Theme 

153. The Ministry of Foreign Affairs has the lead role in regional cooperation initiatives, and is 
expected to coordinate with other government ministries and agencies in the planning and 
implementation of regional cooperation initiatives.48  
 
  d.  ADB Regional Cooperation Experience 

 
154. ADB’s long-term strategic framework, 2008–2020 (Strategy 2020) promotes broad-
based regional and subregional cooperation initiatives, including cross-border infrastructure 
projects and national infrastructure projects with significant cross-border implications.49  
Strategy 2020 supports interventions for shared management of regional public goods, such as 
watersheds, and significant cross-border initiatives on human trafficking, HIV/AIDs, and avian 
influenza.   
 
155. In Afghanistan, ADB has promoted regional connectivity through sector studies (a road 
master plan, a gas development master plan, transmission grid plans) and investments in the 
road transport sector, including road connections and border facilities linking Afghanistan and its 

                                                 
46 Afghanistan has the largest number of economic migrants in the region. They pose concerns in the host countries 

in terms of (i) increasing competition for scarce jobs, and (ii) their possible involvement in the narcotics trade.  
47 Afghanistan is a member of the Central Asia Regional Economic Cooperation (CAREC) initiative, the Central and 

South Asia Transport and Trade Forum, the Economic Cooperation Organization, the South Asian Association for 
Regional Cooperation, and the Shanghai Cooperation Organization. Interventions through these organizations 
should focus regional attention on the significant benefits that may accrue to all if Afghanistan’s potential as a land 
bridge between Central and South Asia and Iran is fully exploited.  

48 In 2003 the Ministry of Foreign Affairs established an inter-Ministerial Committee to coordinate policies for regional 
security cooperation. To enhance the capacity of the Ministry of Foreign Affairs to promote regional cooperation, 
ADB in 2005 approved a $400,000 technical assistance project to support regional cooperation. The TA includes 
four components (i) a capacity development assessment plan, (ii) establishment and functioning of a regional 
cooperation unit within Ministry of Foreign Affairs, (iii) training of Government staff involved in regional cooperation, 
and (iv) creation of technical working groups to pursue the goals of the 2005 Kabul International Conference on 
Regional Cooperation. ADB. 2005. Technical Assistance to the Islamic Republic of Afghanistan for Capacity 
Building for Regional Cooperation. Manila (TA 4758-AFG).  

49 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2006–2020. 
Manila.   



 Appendix 6 111  
 

 

neighbors. ADB also is supporting regional trade in electricity through the construction of cross-
border transmission lines.  
 
156. ADB has provided TA for trade and transit facilitation through a background study and 
ongoing TA to support the Ministry of Commerce by (i) building the capacity of ministry staff in 
trade and transit competencies; (ii) revising existing agreements, negotiating new agreements, 
and ensuring Afghan carriers adopt international standards; (iii) streamlining transit border 
agreements to facilitate cross-border movement, monitoring improvements in transit trade, and 
developing a plan to reduce the high cost of truck transshipments; (iv) strengthening private 
participation; and (v) improving inter-ministerial cooperation.50  Another TA project is supporting 
(i) capacity development within the Afghan Customs Department (ACD) and training at the 
recently established Customs Training Center in Kabul, (ii) preparation of a corruption risk 
management plan for the ACD, (iii) harmonization of domestic transport law with neighboring 
countries, and (iv) promotion of interagency cooperation at border posts.51   
 
157. Since 2001, Afghanistan has joined a number of regional cooperation bodies (footnote 
35). In support of Afghanistan’s membership in such bodies, ADB has financed two CAREC-
related initiatives in the transport sector52 and two for trade facilitation.53 In addition, a TA project 
to support overall capacity development for regional cooperation in Central Asia was approved 
in late 2005 under the CAREC program; this project includes a component for skill development 
of national focal points and other senior officials in policy planning and strategic management 
for regional cooperation.54  
 

e. Role of Other Development Partners in Regional Cooperation 

158. The Government’s major development partners in regional cooperation are other 
regional economies, regional organizations, international institutions such as ADB, and bilateral 
organizations. UNDP, DFID, the European Commission (EC), and Japan are funding a cross-
border market in Badakhshan to legalize cross-border trade, coupled with policy and institutional 
reforms to discourage smuggling on both sides of the border. UNDP also supports forums that 
bring representatives of the private sector of the region together and it works closely with the 
Afghanistan Investment Support Agency.    
 
  f.   Intended Outcomes and Key Outputs Supported by ADB 
 
159. Key planned outcomes are increased subregional trade, lower transit times through 
Afghanistan, increased power trade, and progress towards more strategic longer-term regional 
cooperation initiatives. Key planned outputs are (i) improved road infrastructure links to 
neighboring countries, (ii) improved cross-border infrastructure and policies to facilitate cross-
border movements of goods and people, (iii) cross-border power transmission infrastructure and 

                                                 
50 ADB. 2004. Technical Assistance to the Islamic Republic of Afghanistan for Cross Border Trade and Transport 

Facilitation. Manila (TA 4536-AFG). 
51 ADB. 2005. Technical Assistance to the Islamic Republic of Afghanistan for Capacity Building for Customs and 

Trade Facilitation. Manila (TA 4906-AFG).   
52 ADB. 2005. Technical Assistance for Greater Silk Road Initiative 2006. Manila (TA 6272-REG); ADB. 2006. 

Technical Assistance for CAREC Transport Sector Development Strategy Study. Manila (TA 6347-REG). 
53 ADB. 2003. Technical Assistance for Subregional Economic Cooperation in South and Central Asia. Manila (TA 

6156-REG); ADB. 2006. Technical Assistance for Subregional Economic Cooperation in South and Central Asia  
Phase II. Manila (TA-6299-REG).   

54 ADB. 2005. Technical Assistance for Capacity Building for Regional Cooperation in Central Asia. Manila (TA 6288-
REG).  



112 Appendix 6 

 

implementation of power trade agreements, and (iv) improved national capacity to actively 
participate in regional cooperation forums and negotiations.  
 
  g. Links to CPS Outcomes and Other Themes 
 
160. Better regional cooperation is critical to supporting initiatives for poverty reduction and 
economic growth. More access to markets and services, and lower transport costs will increase 
the range of non-opium economic opportunities. Regional economic cooperation can help 
improve productivity by reducing input costs, improving access to information and technology, 
and allowing the market to set product prices. Power trade will increase access to power, which 
is important for broad-based private sector development. More trade and investment can also 
increase government budget revenues. 
 

h. Indicative Areas for Interventions 

161. The CPS aims to mainstream regional cooperation in sectoral initiatives. Trade 
facilitation will require (i) policy changes to ensure harmony with potential trading partners 
(pending more general regional harmonization), (ii) institutional and capacity development in 
relevant organizations, and (iii) further development of physical infrastructure. ADB may also 
support initiatives, including activities through regional organizations, that focus attention on 
such activities as the establishment of a transit corridor performance measurement system in 
countries of the region, including Afghanistan.55   
 

i. Monitoring Mechanism 

162. ADB will work with line ministries and other stakeholders to monitor implementation of 
priority activities and progress toward achieving key regional cooperation benchmarks. 
 
 

                                                 
55 The World Bank has developed a performance measurement system in southeastern Europe that monitors border 

crossing times, number of irregularities discovered, incidents involving corruption, etc.  
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Table A6.6: Theme Results Framework—Regional Cooperation 
 

Relevant CPS Outcomes Theme-level Outputs 

CPS Outcomes 
Relevant to the 

Theme 
Key Opportunities 
and Constraints 

 
Theme Outcomes 
and Key Theme 

Outputs 

Theme  
Milestone, Tracking 
Indicators, Interim 

Indicators 

ADB Assistance Risk 

Increased subregional 
trade, leading to strong and 
regionally balanced growth 
 
Average annual economic 
growth of 9% per year 
 
Share of people living in 
rural areas living on less 
than $1 per day to fall from 
80% in 2005 to less than 
65% by 2010 
 

Opportunity 
 
The key opportunity is 
Afghanistan’s strategic 
location between dynamic 
subregions.  
 
Constraints 
 
Recent conflicts and 
regional mistrust 
 
Ongoing insurgency and 
insecurity (partly fuelled by 
the narcotics industry) 
 
Poorly developed 
infrastructure 
 
Institutional weaknesses 
and capacity constraints. 
 

Greater subregional trade, 
lower transit times through 
Afghanistan, increased 
power trade (imports and 
transit trade), and progress 
toward more strategic 
longer-term regional 
cooperation initiatives 
 
More regional investment in 
Afghanistan 
 

Transit trade through 
Afghanistan increased from  
$6.5 billion in 2005 to $21.8 
billion in 2010 
 
New regional trade and 
investment agreements signed, 
and progress made toward 
implementation 
 
Growth in inflows of regional 
investment 
 

Nonlending 
products 
 
Capacity 
development for 
regional cooperation 
proposed for three 
ministries, Ministry of 
Energy and Water, 
Ministry of Transport, 
and Ministry of Public 
Works 
 
Investment  
products 
 
Regional cooperation 
integrated in capital 
investment in relevant 
road transport and 
energy projects with 
cross-border or 
regional implications 
 

Deterioration in 
political and security 
relationship with 
neighboring countries 
 
Failure by 
government to 
establish appropriate 
inter-ministerial 
coordinating 
mechanism for 
regional cooperation 

ADB = Asian Development Bank, CPS = country partnership strategy.  
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INDICATIVE ROLLING COUNTRY OPERATIONS BUSINESS PLAN 
2009–2012 

 
A. Indicative Investment and Nonlending Program 

1.  At the June 2006 International Conference in Support of Afghanistan, ADB pledged an 
additional $1.3 billion in support of Afghanistan’s further reconstruction and development. With 
this pledge, ADB is Afghanistan’s fifth overall largest donor (after the United States, the United 
Kingdom, the World Bank, and the European Commission).  
 
2. Following the International Development Association’s approach to postconflict 
assistance, Afghanistan will begin a 6-year phaseout from exceptional postconflict assistance 
beginning with its 2009–2010 biennial allocation.1 In 2009–2010 Afghanistan will receive its 
performance-based allocation (PBA) plus a premium as exceptional assistance. The premium 
will be the country’s ADF IX allocation ($200 million per year) scaled up in proportion to the 
increase in Asian Development Fund (ADF) operations as a result of the ADF X replenishment 
exercise. Afghanistan’s allocation for the 2009–2010 biennium will therefore be $570.73 million 
(or $285.37 million per year). Afghanistan’s allocation for the subsequent two bienniums (2011–
2012 and 2013–2014) will be reduced on a pro-rata basis until Afghanistan’s ADF allocation is 
determined through ADB’s regular PBA system for 2015–2016.2 For planning purposes, the 
2011–2012 ADF allocation has been targeted at a minimum of $250 million per year (para. 78 of 
the main text). 
 
3. The bulk of ADB’s assistance to Afghanistan over the 2009–2012 period will be 
programmed through multitranche financing facilities (MFFs) for the energy, irrigation, and road 
transport subsectors (para. 78 of the main text). All of ADB’s planned assistance to Afghanistan 
is aligned with the Afghanistan National Development Strategy (ANDS), with a focus on its pillar 
3, economic and social development. 
 
4. In addition to ADF grant assistance for infrastructure investment projects, ADB will 
provide Afghanistan with advisory and institutional and capacity development technical 
assistance, although the bulk of such TA support will be provided as integral components of the 
ADF-financed investment projects.    
 
5. In accordance with ADB’s revised ADF grant framework, the proportion of grant 
assistance to Afghanistan is based on its risk of debt distress.3 As the latest debt sustainability 
analysis indicates that Afghanistan is at a high risk of debt distress, its ADF allocation will 
continue to be on a 100% grant basis for the foreseeable future.4 As stipulated in the grant 
framework, no volume discount will be applied to Afghanistan’s ADF allocation given its 
postconflict status.  
 

                                                 
1  ADB. 2008. Refining the Performance-Based Allocation of Asian Development Fund Resources. Manila.  
2  Given Afghanistan’s complex development and security environment, including continued active conflict, the      
    phasing out of the postconflict premium will be re-assessed during the ADF X midterm review. 
3  ADB. 2007. Revising the Framework for Asian Development Fund Grants. Manila.  
4  International Development Association and the International Monetary Fund. 2007. Islamic Republic of   
   Afghanistan: Enhanced Heavily Indebted Poor Countries Initiative—Decision Point Document and Debt 

Sustainability Analysis. Washington, DC.  
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B. Indicative Internal Resource Requirements  

6. The capacity of the Afghanistan resident mission was enhanced in late 2008 with the 
redesignation of one staff position as a transport implementation specialist and the creation of a 
new position as an energy implementation specialist. As a result, the resident mission will be 
able to provide greater technical support and to pay more attention to project implementation 
issues, both for projects that have been delegated to the resident mission and for those 
managed by ADB headquarters. Staff from the Central and West Asia Department’s sectoral 
divisions will continue to provide technical and other support as required.  
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Table A7.1: Indicative Assistance Pipeline for Investment Products, 2009–2012 

 
    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory  ADB  Co- 
Name cation Priority Division Assistance Total OCR    ADF Total Gov’t. financing 
       Loans Grants    
            
2009            
 Agriculture and Natural Resources            
  1. MFF - Irrigation Agriculture   
               Development I (PFR I) 

GI ECG CWAE 2008 35.0 0.0 0.0 35.0 35.0 0.0 35.0 

   Subtotal     35.0 0.0 0.0 35.0 35.0 0.0 35.0 
            
       Energy            
           2. MFF – Energy Enhancement   
               Investment Program (PFR II) 

GI ECG CWID  150.0 0.0 0.0 150.0 150.0 0.0 0.0 

               Subtotal     150.0 0.0 0.0 150.0 150.0 0.0 0.0 
            
 Transportation and Communications            

3.. MFF – Road Network Development  
     (PFR II) 

GI ECG CWID  100.0 0.0 0.0 100.0 100.0 0.0 0.0 

   Subtotal     100.0 0.0 0.0 100.0 100.0 0.0 100.0 
            
    Total     285.0 0.0 0.0 280.0 285.0 0.0 100.0 
            
2010            
 Agriculture and Natural Resources            
  1. MFF – Irrigation Agriculture  
               Development I (PFR II) 

GI ECG CWAE  85.0 0.0 0.0 85.0 85.0 0.0 0.0 

  Development            
  Subtotal     85.0 0.0 0.0 85.0 85.0 0.0 0.0 
            
 Energy            
          2. MFF – Energy Enhancement   

     Investment Program (PFR III) 
GI ECG CWID  100.0 0.0 0.0 100.0 100.0 0.0 0.0 

   Subtotal     100.0 0.0 0.0 100.0 100.0 0.0 0.0 
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    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory  ADB  Co- 
Name cation Priority Division Assistance Total OCR    ADF Total Gov’t. financing 
       Loans Grants    
            
       Transport and Communications            
           3. MFF - Road Network Development   
               (PFR III) 

G1 ECG CWID  100.0  0.0 100.0 100.0 0.0 0.0 

                Subtotal     100.0  0.0 100.0 100.0 0.0 0.0 
            
                             Total     285.0  0.0 285.0 285.0 0.0 0.0 
            
2011            
 Agriculture and Natural Resources            
  1. MFF Irrigation Agriculture GI ECG CWAE  70.0 0.0 0.0 70.0 70.0 0.0 0.0 
   Development (PFR III)            
   Subtotal     70.0 0.0 0.0 70.0 70.0 0.0 0.0 
            
      Governance and Finance            
           2. Financial Management Reforms I GI ECG CWGF  40.0 0.0 0.0 40.0 40.0 0.0 0.0 
               Subtotal     40.0 0.0 0.0 40.0 40.0 0.0 0.0 
            
 Transport and Communications            

3. MFF Road Network Development  
    (PFR IV) 

GI ECG CWID  140.0 0.0 0.0 140.0 140.0 0.0 0.0 

   Subtotal     140.0 0.0 0.0 140.0 140.0 0.0 0.0 
            
    Total     250.0 0.0 0.0 250.0 250.0 0.0 0.0 
            
2012            
      Agriculture and Natural Resources            
         1. MFF Irrigation Agriculture  
             Development (PFR IV) 

GI ECG CWAE  54.0 0.0 0.0 54.0 54.0 0.0 0.0 

             Subtotal     54.0 0.0 0.0 54.0 54.0 0.0 0.0 
            
     Energy            
          2, MFF – Energy Enhancement   
               Investment Program (PFR IV) 

GI ECG CWID  156.0 0.0 0.0 156.0 156.0 0.0 0.0 

               Subtotal     156.0 0.0 0.0 156.0 156.0 0.0 0.0 
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    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory  ADB  Co- 
Name cation Priority Division Assistance Total OCR    ADF Total Gov’t. financing 
       Loans Grants    
            
     Governance and Finance            
           3. Financial Management Reforms II GI ECG CWGF  40.0 0.0 0.0 40.0 40.0 0.0 0.0 
               Subtotal     40.0 0.0 0.0 40.0 40.0 0.0 0.0 
            
            
                Total     250.0 0.0 0.0 250.0 250.0 0.0 0.0 
            

ADB = Asian Development Bank, ADF = Asian Development Fund, CWAE = Central and West Asia Agriculture, Environment, and Natural Resources Division, CWGF = Central 
and West Asia Governance and Finance Division, CWID = Central and West Asia Infrastructure Division, ECG = economic growth, GI = general intervention, Gov’t = 
Government, MFF = multitranche financing facility, OCR = ordinary capital resources, PFR = periodic funding request  
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Table A7.2: Indicative Assistance Pipeline for Nonlending Products and Services, 2009–2012 
 

    
Sources of Funding 

 

   ADB Others  
Sector Responsible Assistance  Amount   Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
        
2009        
      Transport and Communications        
          1. Railway Development Program CWID PPTA JSF 1,200.0  0.0 1,200.0 
 Subtotal    1,200.0  0.0 1,200.0 
          
    Total    1,200.0  0.0 1,200.0 
          

ADB = Asian Development Bank, CWID = Central and West Asia Infrastructure Division, PPTA = project preparatory technical assistance, JSF = Japan Special 
Fund 
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Table A7.3: Summary Information on Proposed Indicative Investment Products and 
Services for 2009

 
Project Name Description 
 
Water Resources 
Development Program  - 
Multitranche Financing 
Facility (MFF) - Periodic 
Funding Request I  

 
Goal 
The Program (to be financed through a multitranche financing facility 
scheduled for consideration by the Board in November 2008) will develop 
Afghanistan’s irrigated agriculture and water resources potential through 
infrastructure investment, institutional strengthening, and capacity 
development. In addition to infrastructure rehabilitation and construction, 
the Program will contribute to the development of institutional 
competencies and will establish ongoing programs to facilitate future 
investment in irrigated agriculture and water resources. 
 
Major Components 
The Program’s major components will include (i) a project preparation 
facility; (ii) irrigated agriculture and water resources infrastructure 
rehabilitation and upgrading; (iii) new irrigated agriculture and water 
resources infrastructure development; (iv) flood management, and 
(v) institutional strengthening and capacity development for irrigation and 
water resources management. The Program’s first tranche will finance 
rehabilitation and upgrading of irrigation systems in northern Afghanistan 
and the Nangahar Valley Development Authority as well as flood 
protection works on the upper Amu Darya River.  
 
Expected Outputs and Outcomes 
Outputs will include (i) feasibility studies and detailed designs; 
(ii) rehabilitation and upgrading of at least 80,000 hectares of irrigated 
land, (iii) flood protection infrastructure for the Amu Darya River and other 
rivers in Afghanistan; (iv) development at least two new water resources 
and/or irrigated agriculture projects for new irrigated land; and (v) capacity 
building programs and institutional reform plans. The Program outcomes 
will include (i) more reliable existing irrigated agriculture and water 
resources infrastructure; (ii) reduced damage from and better 
preparedness for floods; (iii) increased irrigated area and water storage 
capability; and (iv) capable staff in the Ministry of Energy and Water to 
prepare, implement and manage irrigation and water resource projects. 
 

 
Energy Sector 
Development Program - 
Multitranche Financing 
Facility (MFF) - Periodic 
Funding Request II 
 
 
 
 
 
 
 
 
 
 

 
Goal  
The Program (financed through a $540 million multitranche financing 
facility scheduled for consideration by the Board  in November 2008) will 
enhance the efficiency of Afghanistan’s overall power system and 
contribute toward an adequate and reliable power supply for industrial, 
commercial, and residential consumers. The Program also will help 
improve the institutional capabilities and effectiveness of the agencies 
responsible for the energy sector.   
 
Major Components  
Additional energy subprojects and targeted technical assistance to 
Afghanistan Electricity Authority (DABS), Afghanistan’s main electrical 
power operator. 
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Project Name Description 
 
Energy Sector 
Development Program - 
Multitranche Financing 
Facility (MFF) - Periodic 
Funding Request II  
(continued) 
 

 
Expected Outputs and Outcomes 
The second tranche of MFF funding will finance additional energy 
subprojects and will help DABS to improve its corporate governance, 
financial management, strategic planning, and operations and project 
execution capacity.  
 

 
Road Network 
Development Program - 
Multitranche Financing 
Facility (MFF) - Periodic 
Funding Request II 
 

 
Goal  
The Program (to be financed through a $400 million multitranche 
financing facility scheduled for consideration by the Board in November 
2008) supports the Government’s transport strategy by financing new 
construction and/or repair of national roads, ancillary and emergency 
works, and maintenance of regional and national roads. The Program 
also provides capacity building support to the Ministry of Public Works 
(MPW) for the design, construction, and maintenance, of roads; better 
financial management and contracting; due diligence for future projects; 
safeguard compliance; results management; and policy and planning 
activities.    
  
Major Components  
Infrastructure improvements and continued human resource development 
and institutional reform 
 
Expected Outputs and Outcomes 
The second tranche of MFF funding will finance 120 km of national roads 
as well as the detailed design of roads to be financed under the third MFF 
tranche. The second MFF tranche will contribute to improving the skills of 
MPW staff and will assist in the establishment and operationalization of 
the Afghanistan Highway Authority.  
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Table A7.4: Summary Information on Proposed Indicative Nonlending Products and 
Services for 2007 

 
Project Name Description 
 
Railway Development 
Program 

 
Goal: To undertake an advisory technical assistance study on the 
feasibility and indicative cost of a 900 km rail corridor between the cities 
of Hairatan (Mazar-e-Sharif) and Herat (Herat province). The proposed 
rail corridor would facilitate and enhance inter-regional trade and 
transportation connectivity between the neighboring countries of 
Uzbekistan in the north and Iran in the west and provide a viable option to 
reduce transportation costs.   
 
Major Components: Surveying of the corridor, data collection for traffic 
and trade, economic and financial analysis for different route options, 
technical evaluation, environmental impact evaluation, social, land 
acquisition and resettlement impact evaluation, and cost estimates to 
construct the Project.    
 
Expected Outputs: (i) Economic and financial viability analysis report for 
different route options; (ii) environmental impact assessment; (iii) social 
safeguards, land acquisition and resettlement impact evaluation report; 
and (iv) estimated cost estimates for different options.   
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