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SECTOR OVERVIEW 
 

A. Background 
 
1. Afghanistan, which is landlocked, has an area of 652,000 square kilometers. Afghanistan 
faces many economic and political challenges as it deals with spreading insurgency, declining 
economic growth, and continuing poverty. Afghanistan is rich in natural resources, including fossil 
fuels, but the country’s considerable reserves of oil, gas, coal, lithium and uranium are largely 
untouched because of the ongoing conflict and lack of infrastructure. Afghanistan generates only 
about 25% of its electricity domestically, relying for the balance on electricity imported from 
neighboring countries (e.g., Uzbekistan, Tajikistan and Turkmenistan) via transmission lines. The 
resulting fiscal burden is significant;1 in 2018, Afghanistan’s electricity imports cost $264 million.2 
 
2. Electricity subsector structure. Primary authority and responsibility for the electricity 
sector in Afghanistan resides with Ministry of Energy and Water (MEW). In May 2008, the 
government of Afghanistan corporatized MEW’s National Electricity Service Department Da 
Afghanistan Breshna Mossasa, and it became an independent state-owned utility Da Afghanistan 
Breshna Sherkat (DABS). DABS is a vertically integrated utility and responsible for electricity 
operations in the entire country. The power system of Afghanistan is divided into generation, 
transmission, and distribution functions, all of which are operated by DABS.  
 
3. Electricity generation. As of 31 December 2018, Afghanistan had 568 megawatt (MW) 
of installed generation capacity, including 300 MW (53%) from hydropower, 200 MW (35%) from 
diesel and heavy fuel oil fired thermal plants, 65 MW (11%) from small diesel generators, and 3 
MW (1%) from solar generators (footnote 1). Most of the electricity is produced by the small 
number of hydropower plants located across the country. Thermal power plants are mostly used 
as backup power in Kabul, with small generators used in provinces that lack a connection to the 
main grid. All the power plants are operated and maintained by DABS.       

 
4. Transmission. DABS is responsible for central dispatch, control, reliability and security 
of the system and uninterrupted electric power imports from neighboring countries. As of 31 
December 2018, DABS operated 3,293 kilometers of 220, 132, 110, and 35 kilovolt (kV) lines and 
59 substations. The transmission system in Afghanistan is divided into four major groups 
connecting different supply sources to the grid: (i) the North East Power System, which consists 
of multiple small islands and connects 17 load centers including Kabul, Mazar-e-Sherif, and 
Jalalabad with Tajikistan and Uzbekistan; (ii) the South East Power System, consisting of 
Kandahar and linking with Kajaki; (iii) the Herat System, linking with the Islamic Republic of Iran 
and the Republic of Turkmenistan; and (iv) the Turkmenistan system linking Herat Faryab, 
JawzJan, Sar-e-Pul, and Andkhoy Districts. Because the North East Power System receives 
power from Uzbekistan and Tajikistan, as well as a number of domestic generation plants, the 
system operates in asynchronous mode. Afghanistan has yet to synchronize its power system 
with those of Iran, Tajikistan, Turkmenistan and Uzbekistan, which are the source of almost 80% 
of Afghanistan’s electric power. 
 
5. Distribution and retail sale. From 2008 DABS has also been responsible for electric 
power distribution. Currently DABS operates 220, 132 and 110 kV high-voltage lines and lower 
voltage lines (0.4–20 kV) across the country. No private companies are involved in electric power 

                                                
1 Da Afghanistan Breshna Sherkat (DABS). 2018. DABS CEO Presentation for Donors. Paper prepared for a meeting 

between DABS and donors. Afghanistan. 20 December. 
2 DABS. 2018. DABS report dated 31 December. Unpublished.  
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distribution in Afghanistan. All independent power producers (IPPs) producing more than 1 MW 
of power are required to sell the generated electricity to DABS through a power purchase 
agreement. DABS provides electricity to three categories of customers: residential, commercial, 
and government and nongovernment organizations. In 2018, the government initiated energy 
sector reforms, including restructuring of DABS, which established an independent regulator, 
outsourced generation, and set up a management contract for DABS. Further reforms will 
unbundle DABS transmission, distribution and dispatch and control functions. 
 
6. Electricity supply and demand. In 2017 Afghanistan’s generation capacity totaled 568 
MW, which was supplemented by imports of 3,412.3 MW (footnote 2). The main load centers are 
the capital Kabul, followed by Herat, Balkh, Kandahar, Kunduz, and Parwan. The supply in 
Afghanistan’s power market has not increased substantially since 2012, despite a significant 
demand increase. Afghanistan’s government has promoted private investment in the electric 
power sector to meet the increasing power demands, and licenses have been awarded to several 
IPPs. As of 31 December 2018, two gas fired power plants (total capacity of 90 MW) in Mazar 
and Sheberghan and two solar power generation plants (total capacity of 30 MW) in Kandahar 
were approved, all of which are under construction. In addition, a 500 kV transmission line from 
the Turkmenistan border to Kabul and southern Kandahar province is being constructed and 
funded by ADB and the United States Agency for International Development, which will supply an 
additional 1,300 MW of power to the system by the end of 2021. The government also plans to 
construct a 500 kV transmission line from the Uzbekistan border to Kabul, which will supply 1,000 
MW of power to the system by the end of 2024. 
 
7. Renewable energy. Afghanistan has significant renewable energy resources. There is a 
large potential to expand the use of hydro, solar and wind resources. Afghanistan’s renewable 
energy potential is estimated at over 300,000 MW, consisting of solar (222,849 MW), wind (66,726 
MW), hydro (23,310 MW) and biomass (4,000 MW).3 With 300 days of sunshine per year, the 
average solar potential (global horizontal irradiance) is estimated at 6.5 kilowatt-hours (kWh) per 
square meter per day. Values are higher in southern areas of Kandahar, Helmand, Farah and 
Herat provinces, but electricity generation is also feasible in the northern provinces, where 
irradiance averages only 4.5 kWh per square meter per day. A cumulative capacity of 3 MW solar 
had been installed in Afghanistan by the end of 2018 (footnote 2). The largest plant is a 1 MW 
solar photovoltaic off-grid system installed in Bamyan Province, supported by the government of 
New Zealand.  
 
8. Exploitation of hydro resources is minimal relative to the potential. As of December 2018, 
installed hydropower plant capacity totaled about 300 MW, most of which was in the Kabul region. 
The government has started rehabilitation of hydropower plants, but progress has been slow. 
There has been very little work done on wind generation power. According to DABS, the installed 
capacity of wind generators in Parwan and Herat provinces is less than 1 MW (footnote 1). 
Afghanistan is seeking investment in renewables and has adopted relaxed polices for investors, 
but the security situation combined with a lack of private sector credit, poor implementation of 
policy, and a fragile economy are hindering achievement of the government’s targets.  

 
9. Tariff policy. In Afghanistan, the electricity tariff is regulated by a committee assigned by 
MEW. There is no single tariff policy and regulation for grid and off-grid electric power. The price 
of power generated by off-grid systems is very high (up to $0.35 per kWh). Commercial and 
industrial customers are charged higher tariffs, which then cross-subsidize tariffs for residential 
customers. The Power Service Regulatory Law (adopted October 2016) called for establishment 

                                                
3 ADB. 2017. Renewable Energy Roadmap for Afghanistan. RER 2032. Consultant’s report. Manila. (TA-8808 AFG).  
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of the Afghanistan Power Service Regulatory Authority. The Power Service Regulatory Law 
provides an option for feed-in tariffs as well, but there are no implementing mechanism or 
regulations.    

 
10. Because almost 80% of the electricity is imported, the import price is a major determinant 
of the country’s electricity tariff. The tariff for different categories of customers depends on the 
source of the imports. Tariffs for imported electricity from each source are presented in the table.  
 

Imported Electricity Tariffs  
Source 2018 (January to June) 2018 (July to December) 

Uzbekistan $0.0765  $0.0500  

Tajikistan (220 kV transmission line) $0.0418  $0.0418  

Tajikistan (Pamir Badakhshan) $0.0350  $0.0350  

Tajikistan (110 kV transmission line) $0.0300  $0.0300  

Turkmenistan $0.0400 $0.0400  
kV = kilovolts. 
Source: Da Afghanistan Breshna Sherkat. 2018. Report issued 31 December 2018. 

 
11. Sector challenges. With the help of international development partners Afghanistan has 
made significant progress in establishing the energy sector in the country. However, some 
challenges continue to constrain sector development: (i) security and political risks, (ii) technical 
barriers, (iii) commercial risks, (iv) financing barriers, and (v) gaps in the legal and regulatory 
framework.  

 
12. Security and political risks are self-explanatory. Technical barriers relate primarily to the 
absence of or poor quality of networks, geographic limitations and coverage, and lack of 
synchronization of operations. Commercial risks relate to uncertainties about the commitment and 
creditworthiness of the offtaker (DABS), currency exchange risks (costs and revenues may be in 
different currencies), and risks related to lack of clarity of land entitlement rights. Financing 
barriers include the lack of commercial financial institutions located or operating in the country. 
The difficulty of accessing credit through banks and other formal financial institutions leaves most 
existing firms dependent on the informal financial sector (e.g., family funds or retained earnings). 
There is also a lack of private insurance or guarantees against commercial risks.  

 
13. Gaps in the legal and regulatory framework also represent risks to potential investors. 
Under current conditions, a potential investor needs to negotiate an off-take obligation under a 
power purchase agreement with DABS for each project. There is also a lack of clarity over the 
permitting process, as Islamic, statutory and customary rules can conflict and there is uncertainty 
about which will prevail in a given situation. Planning and management of renewable energy 
development is spread across a number of agencies, all of which are in need of institutional 
strengthening, and lack of coordination among them can lead to long lead times for projects. This 
ad-hoc approach also affects development partner coordination, which has resulted in concurrent, 
sometimes overlapping work being done with supporting development partners. Shortcomings in 
the institutional framework also impact potential investors because there is no clear single focal 
point for renewable energy development. There are also many missing accompanying regulations 
and laws that need to be adopted to ensure effective implementation.  
 
14. Opportunities. Afghanistan will have a huge need for power in the future. The 
government plans to become self-sufficient in electricity generation and thus sees a huge potential 
to promote renewable energy resources. The government announced 2,000 MW of solar parks in 
2018, is rehabilitating and building number of small hydropower plants across the country, and 
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has adopted policies to promote private sector investment and public private partnership projects 
in the energy sector. 

 
15. Financing needs for rehabilitation of existing and construction of new generation resources 
as well as transmission assets create vast investment opportunities, including for international 
financial institutions. The electric power sector is administered by a state-owned utility company, 
and the government is planning to unbundle and reform the sector to attract investments.  
 
B. Policy and Regulatory Framework 
 
16. Afghanistan has made significate progress in recent years in development of its power 
sector with the help of development partners. Afghanistan adopted its first Power Service 
Regulatory Act in October 2016. This legislation contains provisions for sector structure, the role 
of sector participants, and rules that govern sector participants and ownership. Other adopted 
legislation and strategic documents include Public–Private Partnership Law approved 27 Dec 
2017; Power Sector Regulatory Department Structure (15 Aug 2018); Renewable Energy 
Roadmap for Afghanistan (2017) (footnote 3); Afghanistan Rural Renewable Energy Strategy 
(2017); Renewable Energy Policy (2017); and Five-Year Power Sector Plan (2018– 2023).  
 
C. ADB Sector Experience and Assistance Program 
 
17. ADB is Afghanistan’s largest development partner in the energy sector with cumulative 
grant assistance of nearly $2.2 billion. ADB will support increasing the country’s electrification rate 
from 30% to 83% and lifting the share of domestic generation from 20% to 67% by 2030.4 ADB 
also plays a major role in power transmission (both regionally and domestically), and promotes 
clean energy, including through solar power. 
 

                                                
4 ADB. 2019. ADB Reaffirms Commitment to Support Energy Sector Development in Afghanistan. News Release. 29 

January. 




