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EXECUTIVE SUMMARY 

Afghanistan has made substantial progress since the Asian Development Bank (ADB) resumed 
its operations in the country in 2002. As a reliable and trusted development partner to Afghanistan, 
ADB has contributed to the country’s development. With a tailored approach to countries 
classified as fragile and conflict-affected situations (FCAS), and aided by special grant allocations 
from the Asian Development Fund (ADF), ADB operations have achieved important outcomes for 
the country. Afghanistan’s needs will continue to be substantial, and demand for ADF resources 
remains strong to support infrastructure development in the country.  
 
Despite the notable progress, Afghanistan still faces many challenges. It is ADB’s poorest 
developing member country and one of the poorest in the world. More than half of the population 
lives below the poverty line, and many who are above the line are at risk of falling back into 
poverty. Afghanistan faces risks from disasters including earthquakes, droughts, and floods, in 
addition to the many serious problems related to the ongoing conflict.  
 
Afghanistan has many development priorities, but the needs for infrastructure development are 
especially acute. Only about a third of the population is connected to the power grid. Afghanistan 
depends heavily on agriculture but has developed only half of its potentially irrigated farmland. 
The country’s main highway network is still undeveloped, and a crucial north–south link—the 
Salang Tunnel—is at the end of its useful life. As the country’s infrastructure investment needs 
greatly exceed the current level of commitments, higher levels of investment are needed to 
achieve the growth and employment priorities. 
 
After decades of conflict, negotiations for a political settlement have been undertaken recently. If 
peace prevails, Afghanistan can enter a new era of development. Securing lasting peace will, in 
turn, require more growth and development well beyond the currently identified needs.  
 
Aid to Afghanistan is anticipated to decline. Meanwhile, the country is still unable to fund its own 
development. Despite recent improvements in resource mobilization, domestic resources are 
limited. Under conditions set by the International Monetary Fund, Afghanistan is not allowed to 
borrow to finance development. Consequently, Afghanistan is expected to face an increasing 
financing gap in the future. Development partner commitments could decline from about $8.5 
billion in 2018 to $5.0 billion in 2024. In a post-conflict settlement environment, the best-case 
scenario suggests that the government could generate close to $2 billion per year in additional 
resources to finance this decline in aid. As a result, the financing gap is estimated to be about 
$1.5 billion by 2024.  
 
The Government of Afghanistan recognizes the need for new approaches to development 
financing and does not want to continue to depend on donors over the medium and long term. In 
July 2019, the government introduced the Afghanistan Self-Reliance Accelerator Package that 
aims to boost growth while helping the country transition from grant-dependent development 
financing to self-reliant and independent financing. The package provides the bridge Afghanistan 
needs between its current dependence on grants and an independent, self-reliant future. 
 
ADB is in a strong position to boost Afghanistan’s development, exploit potentially new 
development opportunities, and help secure a peaceful future. ADB is the major development 
partner focused on infrastructure development, taking the lead in transport, energy, and 
agriculture. ADF grants enable ADB to play a meaningful role in Afghanistan’s development and 
provide a stable and reliable level of resources. This stability is important for Afghanistan as an 
FCAS country and allows ADB to make a long-term commitment to the country’s development. 
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ADF funding also plays a crucial role in catalyzing and leveraging cofinancing.  Recognizing the 
unique and challenging operating environment in Afghanistan, ADB has developed a specific 
operational approach that is adapted to the country’s situation. The approach has three 
interrelated components: (i) the Enhanced Project Delivery Approach to improve project 
performance, (ii) the FCAS toolkit, and (iii) technical assistance for capacity building.  
 

In view of the above, ADB seeks donors’ agreement to continue providing a special allocation to 
Afghanistan during the ADF 13 period. Continuing the special allocation to Afghanistan will 
provide crucial funding to sustain the country’s development momentum and facilitate its transition 
from aid-dependence to self-reliance. ADB’s Independent Evaluation Department also 
recommended continuing the special allocation to Afghanistan.  
 
 



 

 
 

 

I. INTRODUCTION 
 
1. Afghanistan has made substantial progress since the Asian Development Bank (ADB) 
resumed its operations in the country in 2002. The country has harnessed international support 
to rebuild its political system, institutions, infrastructure, and economy. It has shown improvement 
on various economic and social indicators. Gross domestic product (GDP) per capita increased 
from $364 in 2004 to $601 in 2018.1 The government has made significant progress in education, 
health, and the delivery of other public services.2 Afghanistan has improved from low levels of 
literacy, school enrollment, and access to basic services such as water, sanitation, and electricity. 
 
2. Despite these gains, major challenges remain. Afghanistan is still ADB’s poorest 
developing member country. It ranked 168 out of 189 countries on the Human Development 
Index.3 More than half of the population of 34 million (54.5%) lives below the poverty line.4 
Afghanistan is still struggling to recover from security and economic shocks linked to the 
drawdown of international military forces and the political turmoil of the last presidential election 
in 2014. The combination of drought, insecurity, political tensions, and downturns in neighboring 
countries resulted in economic growth of 2.7% in 2018, which was insufficient to significantly 
reduce poverty.5 
 
3. To address these challenges and tap Afghanistan’s potential for growth and development, 
sustained international assistance is critical in helping the country achieve self-reliance and 
sustainable inclusive growth. Since resuming operations, ADB has been a reliable and trusted 
development partner to Afghanistan and has contributed to the country’s development. With its 
tailored approach to countries classified as fragile and conflict-affected situations (FCAS) and 
aided by special grant allocations from the Asian Development Fund (ADF), ADB operations have 
achieved important outcomes for the country.  
 
4. Demand for ADB’s support remains robust and continued access to ADF’s special 
allocation is vital for Afghanistan. This allocation will enable Afghanistan to (i) address its 
development challenges while the country remains at high risk of debt distress, (ii) finance 
projects to uplift the lives of the Afghan people, (iii) help restore peace and stability in the country 
and the region, and (iv) contribute to regional economic cooperation between Central and South 
Asia to raise the prospects of the region. Continued ADF support is also essential to catalyze 
cofinancing from other financing sources for key infrastructure projects. ADB therefore seeks 
donors’ agreement to continue providing a special allocation to Afghanistan during the ADF 13 
period to support development and help build peace and stability in the country and region. 

                                                           
1  International Monetary Fund (IMF). 2018. Islamic Republic of Afghanistan: Staff Report for the Third Review Under 

the Extended Credit Facility Arrangement and Request for Modification of Performance Criteria. IMF Staff Country 
Report. No. 18/127. Washington, DC. IMF World Economic Outlook database. Gross national income per capita 
based on the World Bank’s Atlas method has increased from $450 in 2009 to $660 (the highest) in 2013 but declined 
to $550 in 2018. Since GDP per capita data are available for a longer period (2004–2018) than gross national income 
per capita based on the Atlas method (2009–2018), GDP per capita is used as measure of economic  

  Performance in this paper. 
https://www.imf.org/external/datamapper/NGDPDPC@WEO/OEMDC/ADVEC/WEOWORLD/SAQ 

2  United Nations Assistance Mission in Afghanistan. Reflections on Key Challenges for Afghanistan. Paper for the 
Geneva Conference on Afghanistan. Unpublished.   

3  United Nations Development Programme. 2018. Human Development Indices and Indicators: 2018 Statistical 
Update. New York.   

4  Government of Afghanistan, National Statistics and Information Authority. 2018. Afghanistan Living Conditions 
Survey, 2016–2017. Kabul.   

5  IMF. 2019. Fifth Review Under the Extended Credit Facility Arrangement and Request for Modification of 
Performance Criteria—Press Release; Staff Report; and Statement by the Executive Director for Islamic Republic of 
Afghanistan. Washington, DC. 

https://www.imf.org/external/datamapper/NGDPDPC@WEO/OEMDC/ADVEC/WEOWORLD/SAQ
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5. Section II sets out the country’s development achievements and remaining challenges, 
while section III details the government’s efforts in reforming the country. Section IV highlights 
ADB’s contributions to Afghanistan’s development, its current and planned strategic and 
operational focus, and the need for continued ADF support. ADB’s FCAS approach in response 
to the unique operational environment is described in section V. Based on these elements, 
sections VI and VII seek ADF donors’ agreement to continue providing a special allocation for 
Afghanistan during the ADF 13 period.  
 

II. AFGHANISTAN’S DEVELOPMENT ACHIEVEMENTS AND CHALLENGES 
 
A. Country Context: Political, Economic, and Social Developments 

1. Political Developments  

6. Security and political challenges have undermined Afghanistan’s progress towards 
socioeconomic development. Afghanistan remains an FCAS country. In December 2014, the 
Afghan National Security Forces assumed responsibility from the international coalition to fight 
the insurgency. Since then, the forces have suffered high casualties, which has raised concerns 
about the stability of the government.6 Antigovernment elements, including the Taliban, control 
large parts of the country and conduct complex and high-profile attacks in Kabul and other major 
cities. In the first half of 2019, the United Nations Assistance Mission in Afghanistan documented 
3,812 civilian casualties (1,366 deaths and 2,446 injured), while civilian casualties totaled 42,367 
from 2009 to 2018.7 
 
7. Amid the ongoing conflict, some signs of peace are emerging, but the overall outcome is 
still unclear. A peace agreement between the government and the Hezb-e Islami, led by 
Gulbuddin Hekmatyar, was signed and its leader resettled in Kabul in 2017. The first meeting of 
the Kabul Process for Peace and Security Cooperation was held in June 2017 in Kabul.8 In 
February 2018, the government offered recognition of the Taliban as a legitimate political group 
for peace talks. However, the Taliban has so far refused any direct talks with the government. 
Instead they held several rounds of direct meetings with United States diplomats in Qatar in 2018 
and 2019. Negotiations to reach a political settlement were progressing until a high-level summit 
to be held in early September 2019 was called off following a suicide attack in Kabul that killed 
more than 10 people, including one American soldier. Parliamentary elections were successfully 
held in October 2018, and presidential elections were held on 28 September 2019. 
 

2. Economic Developments 

8. Security and political challenges have slowed economic growth in Afghanistan since 2014. 
GDP growth averaged 8.9% annually during 2003–2013, but only 2.3% annually during 2014–
2018.9 For 2019, growth is projected to remain slow at 2.7% before accelerating to 3.4% in 2020 
(Table 1). Afghanistan has a narrow export base. Its main export products are fruits, vegetables, 
and carpets. Inflation averaged 2.8% over 2014–2018 and slowed to 0.6% in 2018 because of a 
decline in food prices. External grant support has contributed to consecutive current account 

                                                           
6  As of July 2019, there was a weekly average of 415 security incidents nationally.   
7  UNAMA. Midyear Update on the Protection of Civilians in Armed Conflict: 
 https://unama.unmissions.org/sites/default/files/unama_poc_midyear_update_2019_-_30_july_2019_english.pdf 
8  The process is an Afghan-led inclusive peace initiative, recognized as an overarching platform for the multitude of 

initiatives addressing war and violence in Afghanistan. A second meeting was held in February 2018.   
9  IMF. Database on Afghanistan. 

https://unama.unmissions.org/sites/default/files/unama_poc_midyear_update_2019_-_30_july_2019_english.pdf
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surpluses, averaging 5.3% of GDP over 2014–2018. Excluding grants, Afghanistan has a 
substantial current account deficit, amounting to 31% of GDP in 2018.  

Table 1: Selected Economic Indicators 

Indicator 2014 2015 2016 2017 2018 2019 2020 

GDP growth (%) 2.7 1.0 2.2 2.7 2.7 2.7 3.4 
Inflation (% average) 4.7 (0.7) 4.4 5.0 0.6 2.0 3.5 
Current account balance (% of GDP) 5.8 2.9 7.6 3.4 6.9 1.2 0.7 

( ) = negative, GDP = gross domestic product 
Sources: ADB. 2019. Asian Development Outlook 2019 Update: Fostering Growth and Inclusion in Asia’s Cities. Manila: 
and IMF. 2019. Fifth Review Under the Extended Credit Facility Arrangement and Request for Modification of 
Performance Criteria—Press Release; Staff Report; and Statement by the Executive Director for Islamic Republic of 
Afghanistan. Washington, DC. 

 
3. Social Developments 

9. With the support of international assistance, Afghanistan has made improvements in 
social development despite the ongoing conflict and modest economic growth. The Human 
Development Index increased from 0.373 to 0.498 from 2002 to 2017. Life expectancy rose from 
56 years in 2000 to 64 years in 2018. Maternal mortality and infant mortality rates have also 
improved substantially (Table 2). 
 

Table 2: Progress on Selected Social Indicators in Afghanistan 

Indicator Baseline Most Recent Data South Asia Average 

Human Development Index 0.373 (2002) 0.498 (2017) 0.622 (2017) 

Life expectancy 55.5 (2000) 64.0 (2018) 69.0 (2018) 
Maternal mortality ratio (per 
100,000 live births) 

1,100 (2000) 396 (2015) 182 (2015) 

Infant mortality rate 
(per 1,000 live births) 

90.2 (2000) 51.5 (2017) 36.4 (2017) 

Stunting 55% (2004) 41% (2017) 35% (2017) 

Notes:  
1. The Human Development Index is a composite index based on the health of people, their level of education 
attainment and their standard of living. 
2. South Asia includes Afghanistan, Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan and Sri Lanka.  
Sources: United Nations Development Programme. 2018. Human Development Indices and Indicators: 2018 
Statistical Update. New York; World Bank. World Bank Open Data. Afghanistan. 
https://data.worldbank.org/country/afghanistan (accessed on 20 January 2019); and United Nations Children’s Fund. 
https://www.unicef.org/afghanistan/nutrition. 

 
10. Access to drinking water increased from 27% of the population in 2007–2008 to 62% in 
2016–2017. About 34% of the population is now connected to the electricity grid compared with 
almost none in 2001. More than 1.5 million adolescent girls attended schools in 2017, up from 
almost zero in 2002.10 In 2016–2017, youth literacy rate reached 54% and adult literacy rate hit 
34.8% (footnote 4). About 9.3 million children were enrolled in 2017, a nine-fold increase from 
2001 (footnote 2). In 2016, 93% of the population lived within 2 hours travel time from a public 
health clinic, more than half of Afghan mothers (53%) gave birth in the presence of a skilled birth 
attendant, and 51% of deliveries took place in institutional facilities (footnote 4).  
 
11. Despite the progress, continued efforts and investments are needed to address remaining 
social challenges. In Afghanistan, 44.6% of the population is food insecure with 27.5% being 

                                                           
10  United Nations Children’s Fund Afghanistan. 2018. Afghanistan Annual Report 2017. Kabul.   

 

https://data.worldbank.org/country/afghanistan
https://www.unicef.org/afghanistan/nutrition
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severely food insecure, and 30.1% have a protein deficiency (footnote 4).11 The country continues 
to have some of the worst health outcomes in the world, particularly for mothers and children. 
Poverty remains high at 54.5% of the population, and inequalities persist among regions, between 
cities and rural areas and between the rich and poor.  

 
B. Governance and Capacity Development 

12. Since the resumption of international assistance in 2001, low human and institutional 
capacity has constrained Afghanistan’s reconstruction and development. To improve project 
performance and deliver timely and sustainable development outputs, capacity constraints in 
government agencies need to be reduced. Developing capacity in provinces and districts, where 
it is weaker than in the capital, needs particular attention.  
 
13. The fight against corruption, which has remained at the top of the government’s reform 
agenda, is equally important. Transparency International’s 2018 Corruption Perceptions Index 
ranked Afghanistan 172 of 180 countries.12 The government is implementing a number of 
initiatives to improve governance. It implemented organizational reforms of the civil service sector 
and released the National Strategy for Combating Corruption in October 2017. At the Conference 
on Afghanistan held in Geneva in November 2018, the government agreed with development 
partners on the Geneva Mutual Accountability Framework, which commits the government to step 
up efforts to combat corruption.13  
 

III. GOVERNMENT’S REFORM AGENDA 
 
A. Structural and Macroeconomic Reforms 

14. Since the international community re-engaged with Afghanistan, the government and 
development partners have undertaken domestic and international initiatives to support structural 
and macroeconomic reforms with the aim of putting the country on a track towards increased self-
reliance. At the Brussels Conference on Afghanistan in 2016, the government and development 
partners agreed on a set of targets to ensure progress toward self-reliance.14 Since then, the 
government has made progress on a series of reforms in the areas of (i) anticorruption and 
governance; (ii) macroeconomic stability, and fiscal and financial reforms; and (iii) violence 
against women and women’s economic empowerment. Various other structural reforms, including 
efforts to improve the private sector environment, have also been undertaken. ADB complied with 
agreed commitments including coursing its assistance through the budget and aligning its 
assistance to government priorities. At a follow-up Geneva Conference on Afghanistan in 
November 2018, the international community recognized that the government has made progress 
on its commitments.  
 
15. In 2019, the government developed the Afghanistan Self-Reliance Accelerator Package 
(ASAP) to spur economic growth and achieve economic self-reliance. ASAP reflects the 
government’s commitment to reduce its dependence on external funding by fast-tracking the 
process towards self-reliance. It also helps in the prioritization and phasing of development 

                                                           
11 Food insecurity exists when people do not have adequate physical, social or economic access to sufficient, safe and 

nutritious food which meets their dietary needs and food preferences for an active and healthy life. 
12  Transparency International. Corruption Perceptions Index. https://www.transparency.org/cpi2018  
13  UNAMA. Geneva Mutual Accountability Framework.  
 https://unama.unmissions.org/sites/default/files/gmaf_final_26_nov_2018.pdf.  
14  Government of Afghanistan, Ministry of Finance. 2018. Status Report on Achieving Commitments 2017–2018: Self-

Reliance through Mutual Accountability Framework. Kabul. 

https://www.transparency.org/cpi2018
https://unama.unmissions.org/sites/default/files/gmaf_final_26_nov_2018.pdf
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investments. ASAP includes projects that have been selected and evaluated to improve economic 
development and generate revenues to promote the country’s self-reliance. Projects have been 
identified across three sectors (agriculture and natural resources, energy, and housing), of which 
the first two are highly relevant to ADB’s program in Afghanistan. If successfully implemented, the 
government expects ASAP to yield substantial fiscal and economic benefits to Afghanistan that 
would improve its self-reliance.  
 
16. Following the economic and political challenges that emerged from disputes over the 2014 
presidential election results and the withdrawal of most of the international security forces, 
Afghanistan’s economy faced tremendous challenges. Real GDP growth slowed from an average 
of 11.5% in 2007–2012 to 1.0% in 2015. Large fiscal and external deficits continued to be financed 
by donor support. In response, the International Monetary Fund (IMF) approved a 3-year 
extended credit facility (ECF) totaling SDR32.4 million ($44.9 million) for Afghanistan in July 
2016.15 The ECF supports consolidating macroeconomic progress and catalyzing continued 
support from donors. The IMF program sets out a structural reform agenda to focus on (i) 
institution building, (ii) fiscal and financial reforms, and (iii) measures to combat corruption in order 
to improve the environment for private sector development. The program also aims to preserve 
macro-financial stability by implementing prudent fiscal, monetary, and financial policies, as well 
as maintaining external buffers and a flexible exchange rate regime.  
 
17. In June 2019, the IMF completed the ECF’s fifth review. It considered the program 
implementation satisfactory, despite the challenging security and political environment. All end-
December 2018 quantitative performance criteria and structural benchmarks were met by April 
2019. The sixth and final review is planned to be completed by December 2019. The government 
and the IMF have started discussions on a successor program. 
 

18. Government revenues have grown rapidly because of enhanced tax administration and 
compliance, and measures to combat corruption.16 Domestic revenue reached an estimated 
13.4% of GDP in 2018, up from 10.7% in 2016. The government has also improved its capacity 
to plan and execute the national budget more effectively and introduced reforms in budget 
allocation and management, which have improved the budget execution rate from 67% in 2014 
to 91% in 2018. 
 
19. Despite these fiscal improvements, domestic revenues remain low and insufficient to 
finance overall budget needs. The development budget and a large part of the current account 
deficit are financed by the donor grants. Government revenues financed only 49% of government 
expenditures in 2018. The recent debt sustainability analysis of the IMF and the World Bank, 
conducted in December 2018, concludes that Afghanistan’s external and overall risk of debt 
distress is high.  
 
20. The country will remain in need of international development assistance over the medium 
term as it continues to be challenged by significant economic and fiscal risks. Therefore, it is 
crucial for development partners to stay engaged and provide assistance to Afghanistan until the 
country achieves fiscal self-reliance. 
 

                                                           
15 IMF. 2016. The Islamic Republic of Afghanistan: Request for a Three-Year Arrangement Under the Extended Credit 

Facility-Press Release; Staff Report; and Statement by the Executive Director for The Islamic Republic of 
Afghanistan. Washington, DC.  

16  IMF. 2019. Country Report No. 19/157. Washington DC and Ministry of Finance. 2019. Afghanistan Self-Reliance 
Accelerator Package (ASAP). Kabul. 
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B. Country Performance Assessment 

21. To assess Afghanistan’s reform progress and the quality of its policy and institutional 
framework, ADB regularly conducts country performance assessments.17 The assessment covers 
economic management, structural policies, policies for social inclusion and equity, and public 
sector management and institutions. From 2008 to 2018, Afghanistan’s country performance 
assessment rating improved from 2.3 to 2.7. However, Afghanistan remains below the FCAS 
threshold of 3.2 and lags behind the average rating of 3.7 for group A countries, signaling 
shortfalls in institutional capacity (Table 3).18 The country lags farthest behind in (i) property rights 
and rule-based governance; and (ii) transparency, accountability, and corruption in the public 
sector.  
 

Table 3: 2018 Afghanistan Country Performance Assessment Ratings 

Criteria Afghanistan 
Group A  

Countries  
Average 

A.  Economic Management 3.0 3.8 

1.       Monetary and exchange rate policies 3.0 3.8 

2.       Fiscal policy 3.0 3.7 

3.       Debt policy and management 3.0 3.9 

B.   Structural Policies 2.8 3.7 

4.       Trade 3.5 4.2 

5.       Financial sector 2.0 3.4 

6.       Business regulatory environment 3.0 3.7 

C.  Policies for Social Inclusion/Equity 2.6 3.9 

7.       Gender equality 2.5 4.1 

8.       Equity of public resources use 3.0 4.1 

9.       Building human resources 3.0 4.4 

10.     Social protection and labor 2.5 3.8 

11.     Policies and institutions of environmental sustainability 2.0 3.3 

D.  Public Sector management and Institutions 2.7 3.6 

12.     Property rights and rule-based governance 1.5 3.5 

13.     Quality of budgetary and final management 4.0 3.8 

14.     Efficiency of revenue mobilization 3.5 4.2 

15.     Quality of public administration 2.5 3.8 
16.     Transparency, accountability, and corruption in the public 
sector 2.0 3.1 

Overall average 2.7 3.7 
Note: Group A developing member countries are eligible for concessional assistance, which comprises concessional 
ordinary capital resources lending and Asian Development Fund grants. Group A countries include Afghanistan, 
Bhutan, Cambodia, Kyrgyz Republic, Lao People’s Democratic Republic, Maldives, Myanmar, Nepal, and Tajikistan.  
Source: Asian Development Bank. 
 
 

                                                           
17  A set of formulas is used to derive a composite rating for a country. A country is deemed to perform better, the higher 

the rating. The rating scale is 1–6. ADB links the allocation of concessional assistance resources to country 
performance. This system is based on the principle that aid is most effective in accelerating economic growth and 
poverty reduction in countries where policy and institutional performance is strong. ADB. 2019. Annual Report on the 
2018 Country Performance Assessment Exercise. Manila. 

18 ADB. 2019. Annual Report on the 2018 Country Performance Assessment Exercise. Manila. 



7 
 

 

IV. ADB STRATEGIC DIRECTIONS AND OPERATIONS IN THE COUNTRY 
 
22. ADB is Afghanistan’s lead donor in infrastructure. Guided by its country strategies, ADB 
operations have delivered good results and contributed to improvements in development 
outcomes. ADF special allocations have been a steady, reliable, and vital funding source for ADB 
operations. These allocations have formed the foundation for attracting cofinancing to reduce the 
funding gap in meeting Afghanistan’s development needs. ADB has a clear strategy for its future 
operations in Afghanistan, focused on agriculture, transport, energy, and regional cooperation. 
With Afghanistan’s continuing needs and ADB’s lead role in the country, the demand for ADF 
resources will remain high for the foreseeable future.  
 
A. ADB Strategic Framework and Development Partner Coordination 

23. Since ADB resumed operations in Afghanistan in 2002, ADB and the government have 
agreed upon an initial country strategy and program, 2002–2004; three country strategy and 
program updates for 2003–2005, 2004–2006, and 2006–2008; a country partnership strategy 
(CPS), 2009–2013; an interim CPS, 2014–2015; and the current CPS, 2017–2021.19 Initially 
ADB’s strategy covered agriculture and natural resources, education, health, transport and 
communications, energy, finance, and water supply and sanitation. In response to the 
government’s request for each development partner to prioritize three sectors, ADB narrowed its 
strategic focus to agriculture and natural resources, energy, and transport and communications, 
and became the lead donor in those priority sectors.  
 
24. The current CPS, 2017–2021 aims to establish a stronger foundation for more inclusive 
and sustainable growth in Afghanistan and to prevent poverty from worsening. The intended 
outcomes of the CPS are (i) expanded access for women and men to economic opportunities, 
markets, and services; (ii) stronger institutions and human capacities; and (iii) increased 
environmental sustainability, and climate change and disaster resilience.  
 
25. The current CPS builds on the earlier strategies and continues to support the three priority 
sectors. Infrastructure investment in these sectors is an important catalyst for other sectors and 
can create many jobs. Energy and transport investments are also key contributors to the Central 
Asia Regional Economic Cooperation (CAREC) Program, capitalizing on one of Afghanistan’s 
biggest assets—its geographic position at the crossroads of Central Asia and South Asia. Given 
Afghanistan’s strategic location, development, peace, and mitigation of conflict can also have 
important positive spillover effects in improving security and stability of the broader region.  
 
26. Development partner roles and sector and thematic areas in Afghanistan have been well-
defined for several years following the government’s request for donors to limit the number of 
sectors they support. Development partners working in the same sectors have tended to 
specialize in subsectors (e.g., ADB for the national ring road and the World Bank for rural roads), 
and coordination mechanisms are in place to reduce overlap. ADB co-chairs the sector group on 
energy, which includes all the active partners in the energy sector and the relevant government 
agencies. ADB and the Minister of Transport also co-chair the special committee on operations 

                                                           
19 ADB. 2002. Country Strategy and Program: Afghanistan, 2002–2004. Manila; ADB. 2003. Country Strategy and 

Program Update: Afghanistan, 2003–2005. Manila; ADB. 2004. Country Strategy and Program Update: Afghanistan, 
2004–2006. Manila; ADB. 2006. Country Strategy and Program Update: Afghanistan, 2006–2008. Manila; ADB. 
2009. Country Partnership Strategy: Afghanistan, 2009–2013. Manila; ADB. 2014. Interim Country Partnership 
Strategy: Afghanistan, 2014–2015. Manila; and ADB. 2017. Country Partnership Strategy: Afghanistan, 2017–2021. 
Manila. 
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and maintenance, under the guidance of the Chief Executive of Afghanistan, which covers all 
sectors.  
 
27. The World Bank is another major development partner in Afghanistan. It is engaged in 
education, health, finance, infrastructure, urban development, and rural development. In its 
country partnership framework, 2017‒2020, the World Bank expects to provide $250 million‒$300 
million in grants annually to help the country build strong and accountable institutions, support 
inclusive growth, and deepen social inclusion. The United States Agency for International 
Development is also a major development partner of Afghanistan. It focuses on agriculture, 
democracy and governance, economic growth, education, health, infrastructure, and 
stabilization.20 Other development partners providing civilian aid (on-budget and off-budget) in 
Afghanistan include the European Union, United Kingdom, Germany, Japan, India, and numerous 
other bilateral countries and agencies funding either directly or through trust funds or United 
Nations agencies. These partners focus on a variety of sectors, including infrastructure, 
education, agriculture and rural development, governance, health, and social protection.  
 
B. Operational Overview 

28. ADB is the largest on-budget provider of assistance to Afghanistan. During 2002–2018, 
ADB provided $5.5 billion.21 The ADF has been the most important financing source for ADB 
operations. ADB’s sovereign ADF financing for Afghanistan over the same period was $4.4 billion, 
focusing mainly on transport (52%), energy (30%), and agriculture and natural resources (11%) 
(Figure 1). ADB’s transport investments comprise mostly of the Ring Road and CAREC corridor 
projects. In energy, projects are mostly in electricity transmission and distribution, while 
agriculture and natural resources projects have invested in integrated resource water 
management and agriculture development.  
 

Figure 1: ADF Commitments to Afghanistan By Sector, 2002–2018 

 
ADF = Asian Development Fund. 
Note: Includes ADF sovereign loans and grants. 
Source: Asian Development Bank Procurement, Portfolio and Financial Management Department. 

 
 

                                                           
20 United States Agency of International Development. Our Work. https://www.usaid.gov/afghanistan/our-work 
21 Includes sovereign and nonsovereign loans and grants, ordinary capital resources, Japan Fund for Poverty 

Reduction, cofinancing, and technical assistance special fund.  
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29. In 2019, ADB’s active portfolio in Afghanistan is concentrated in energy ($1.53 billion or 
44%) and transport ($1.45 billion or 42%), while the remaining $0.46 billion (13%) is in agriculture 
and natural resources (Figure 2).   
 

Figure 2: 2019 Active Sovereign Portfolio Distribution by Sector (as of 6 September 2019) 

 
Source: Asian Development Bank. 

 
30. ADB has also dedicated significant resources to develop capacity in Afghanistan and to 
finance the preparation of investment projects. From 2002 to 2018, ADB provided $71.7 million in 
technical assistance (TA),22 a mix of policy and advisory and transaction TA. Capacity building is 
evident in all three priority sectors, including training for operation and maintenance, planning, 
project design, safeguards, financial management, procurement, and project management 
(Figure 3). 
 

Figure 3: Technical Assistance Commitment, 2002–2018 

 
Source: Asian Development Bank. 

 
C. Enhanced Project Delivery Approach and Portfolio Performance 

31. The Enhanced Project Delivery Approach (EPDA) was developed in 2016 in response to 
the low performance of ADB’s portfolio in Afghanistan. ADB and the government agreed on a set 

                                                           
22 Includes Technical Assistance Special Fund, Japan Fund for Poverty Reduction, and other cofinancing. 
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of measures to improve performance. Slow procurement, security risks, staffing issues, weak 
project management office capacities, and a lack of project readiness were some of the problems 
identified. ADB has taken actions under the EPDA to increase efficiency and reduce bottlenecks 
in procurement, including (i) strengthening the National Procurement Authority, (ii) reducing the 
size of procurement packages to widen the pool of eligible contractors and achieve more 
competitive bidding, (iii) pre-bid site visits to allow contractors to assess security costs, when sites 
include insecure areas; (iv) conducting training on contract management, and (iv) including the 
management of security as a responsibility of the contractor. The EPDA continues to be 
implemented. 
 
32. Involvement of third-party monitoring and evaluation consultants is another measure to 
support quality implementation. Because project locations are not secure, ADB staff cannot 
undertake review missions. As such, the implementation status at project sites can be difficult to 
determine. Based on the EPDA’s recommendation, a highly qualified third-party monitoring firm 
was recruited in 2019 to carry out the independent monitoring. During the first year, the firm will 
undertake comprehensive monitoring of those projects that are significantly delayed and 
inaccessible to ADB staff because of security restrictions. The presence of an on-site, third-party 
monitoring firm will significantly enhance ADB’s oversight and its ability to achieve timely and 
effective project implementation. 
 
33. Recent changes in ADB’s overall procurement procedures are also expected to improve 
project implementation in Afghanistan. ADB’s new procurement framework promotes timeliness 
and value for money through decentralization, delegation to be closer to clients, principles- and 
risk-based approach, and fit-for-purpose procurement modalities with greater flexibility in 
operational procurement in resident missions to improve implementation.23 A project guidance 
note on procurement in FCAS countries, issued in June 2018, acknowledges that increased 
flexibility in the project design and procurement planning stage is required to facilitate project 
implementation.24 Use of these revised procurement procedures will reduce lengthy delays. 
 
34. To further strengthen performance, ADB has expanded its presence in the country. The 
resident mission has added 12 additional staff (3 international and 9 national staff). The additional 
international staff include a deputy country director and two outposted security staff. Additional 
national staff are focusing on agriculture and natural resources, trust fund management, and 
facilities management. In its evaluation study of ADF operations, ADB’s Independent Evaluation 
Department (IED) noted that stronger ADB field presence has helped to promote donor 
coordination, strengthen support to line ministries, and improve understanding of the national 
context. It also found that the EPDA is delivering positive results. 25 
 
35. The EPDA is contributing to the gradually improving portfolio performance in Afghanistan 
despite the challenging operational environment. ADB awarded $3.3 billion of contracts and 
disbursed $2.6 billion over the period 2002–2018, with 41% of total contract awards and 42% of 
total disbursements made in 2014–2018. The total active portfolio has increased from $1.5 billion 
in 2009 to $3.5 billion in 2019.  
 
36. Contract awards had been increasing in recent years but dropped sharply in 2018, mainly 
because two large contracts anticipated in the energy and transport sectors were not awarded 

                                                           
23  ADB. 2017. Procurement Regulations for ADB Borrowers. Goods, Works, Nonconsulting and Consulting Services. 

Manila. pp. 2–3. 
24  ADB. 2018. Fragile, Conflict-Affected, and Emergency Situations. Manila. 
25 Independent Evaluation Department. 2019. Relevance and Results of Concessional Finance: Asian Development 

Fund XI and 12. Manila: ADB 
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(Figure 4). However, the disbursement ratio increased from 5.5% in 2014 to 15.6% in 2018, and 
the amount of disbursements at $309 million in 2018 was the highest since 2002 (Figure 5). In 
addition to the EPDA, these improvements were the result of better coordination between ADB 
and the government, strengthening the capacity of the project management offices in line 
ministries by providing training and recruiting individual consultants, and reducing procurement 
delays.  

Figure 4: Contract Awards and Contract 
Awards Ratio 

Figure 5: Disbursement and Disbursement 
Ratio 

  
LHS = left hand side, RHS = right hand side 
Source: Asian Development Bank 

 

 
37. Despite recent improvements, Afghanistan’s portfolio performance remains below the 
ADB average contract award ratio of 27% and disbursement ratio of 21% for 2014–2018. Key 
challenges remain, especially (i) access to project sites because of security issues (including 
active fighting between government forces and insurgents), (ii) weak government capacity to 
manage projects (especially procurement and contract management), and (iii) lack of qualified 
local contractors. Continued implementation of the EPDA is expected to sustain performance 
improvements. Additional TA is also being provided to the Ministry of Finance to improve planning 
and execution of the infrastructure budget.  
 
D. Country Allocation and Special Support 

38. Afghanistan has received a special ADF allocation in addition to its performance-based 
allocation since ADB’s reengagement in 2002 (Figure 6). A 6-year phaseout of the special 
allocation started in 2009 under ADF X. However, the phaseout was suspended in 2011 and 
2012. Under ADF XI, an extended phaseout resumed but was subsequently suspended again 
during the ADF 12 period as donors recognized the need for ADB to remain a strong presence in 
Afghanistan.26 The suspension has enabled ADB to provide about the same amount of 
exceptional support to Afghanistan during ADF 12 as during ADF XI. The special allocation 
accounts for as much as 58% of the total allocation to Afghanistan under ADF 12, although that 
is down from 77% of the total under ADF X (Table 4). From 2009 to 2018, ADB financed, on 

                                                           
26 ADB. 2010. Afghanistan: Proposed Suspension of the Post-Conflict Assistance Phaseout. Manila; ADB. 2012. 

Afghanistan: Proposed Revision of Post-Conflict Assistance Phaseout. Manila; and ADB. 2015. Concessional 
Assistance Policy. Manila. 
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average, $241 million per year through its total ADF allocation. Without the special allocation, the 
average is estimated to fall to $129 million per year. 
 
39. The special ADF allocation has enabled ADB to play a meaningful role in Afghanistan’s 
development. ADF grants have provided a stable and reliable level of resources. This stability has 
been important for Afghanistan as an FCAS country and has enabled ADB to make a long-term 
commitment to the country’s development. IED highlights the meaningful role ADB has played in 
supporting economic growth in Afghanistan and recommends that ADB continue to provide a 
special allocation for Afghanistan (footnote 25).  
 

Figure 6: Afghanistan Special Allocation and Performance-Based Allocation  
($ million) 

 
 
ADF= Asian Development Fund. 

Source: Asian Development Bank. 

 
Table 4: Special Allocation and Performance-Based Allocation under ADF X–ADF12 

ADF Replenishment Total Amount 
($ million) 

Special Allocation 
(%) 

Performance-Based Allocation 
(%) 

ADF X 1,106 77% 23% 
ADF XI 858 66% 34% 
ADF 12 890 58% 42% 

ADF = Asian Development Fund. 
Source: Asian Development Bank. 

 
40. In addition to providing stable and predictable funding to Afghanistan, the ADF has also 
acted as a catalyst to attract supplementary funding from other financing sources. ADB has been 
successful in leveraging ADF funds to raise complementary financing from development partners 
for critical infrastructure investments. In response to the high demand for infrastructure financing 
and to complement ADB’s infrastructure project financing through the ADF, the Afghanistan 
Infrastructure Trust Fund (AITF) was established in 2010. As the lead infrastructure donor, ADB 
administers the fund. The AITF is a multi-donor platform for bilateral, multilateral, and individual 
contributors to provide funding for large infrastructure-specific development projects in energy, 
transport, and agriculture and natural resources. Through the AITF, development partners can 
provide on-budget grant financing for TA and eligible infrastructure investments. Unlike pooled 
ADF contributions, AITF contributions are earmarked for specific projects in Afghanistan. ADF 
investments show ADB’s commitment to large infrastructure development in the country, which 
attracts AITF contributions. Most current projects cofinanced by the AITF were initiated by ADF 
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investments. Because the donor community in Afghanistan views ADB as a strong partner in 
project implementation, ADB leads in project development through TA and subsequently financing 
by the ADF. This provides donors with attractive opportunities to finance well-prepared 
development projects. Since 2010, the AITF has provided about $650 million in financing on top 
of ADF funding.  

 

E. Results of Previous and Ongoing Operations 

41. ADB’s investments in transport, energy, and agriculture and natural resources, as well as 
regional cooperation initiatives, have generated important outcomes for the country with positive 
impacts on the economy, gender outcomes, and the environment.  
 
42. Transport. During 2002‒2018, more than 1,700 kilometers (km) of regional and national 
roads have been constructed or upgraded across Afghanistan, and regional connectivity has 
improved through the upgrade of CAREC corridors. Recently completed roads in the center of 
the country have reduced travel times by 75%, bus fares by 80%, and freight costs by 45%. ADB 
is financing the construction of more than 875 km of roads in Afghanistan. Staff analysis of ADB-
financed road contracts found that the construction of 1 km of road directly creates jobs for 40 
people for 1 year. That corresponds to 35,000 direct jobs in construction each year. Backward 
links down the value chain in construction supply industries—concrete, steel, and transport 
services—create indirect employment at a factor ranging from 2.5 to 3.0. More than 400,000 
young Afghans enter the labor market each year, and their future hinges on developing 
infrastructure. 
 

Box 1: Increasing Trade and Connectivity 
 
The recently closed Transport Network Development Investment Program––Tranche 1 is part of a 
multitranche financing facility to build and connect roads in order to increase the movement of goods and 
services and improve connectivity for people and businesses in the project areas. It has constructed 145 
kilometers of roads (Bagramy–Sapary road, Jabul Saraj–Nijrab road, and Faizabad–Beharak road) and 
operated and maintained 75 kilometers of new railway line, loops and stations between Hairatan and Mazar-
e-Sharif. As a result of the project, the transported goods volume increased from 2.9 million tons in 2016 to 
3.9 million tons in 2017. 
 
Source: Asian Development Bank. Afghanistan: Transport Network Development Investment Program – Tranche 1. 

 
43. Energy. During 2002‒2018, ADB as the largest on-budget development partner in the 
sector helped the government deliver electricity to more than 5 million people and supported 
round-the-clock power supply in Kabul (compared to before 2011 when the capital received only 
4 hours of daily electricity supply). ADB has also supported extending the power network and 
strengthening the capacities of the Ministry of Energy and Water and Da Afghanistan Breshna 
Sherkat (DABS), Afghanistan’s national power utility. Extending the power network has 
widespread benefits. The expansion of the power transmission grid into areas previously served 
by thermal power has reduced costs from $0.25‒$0.35 per kilowatt-hour to $0.04‒$0.08. 
Household electrification has substantially benefited women through improved air quality, 
reduction of drudgery, and fewer accidents involving kerosene. Ongoing and planned renewable 
energy projects will create an additional 48,000 jobs per year. 
 
 
 
 
 

https://www.adb.org/projects/44482-022/main
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Box 2: Providing Sustainable and Reliable Power in Kabul 
 
The Energy Sector Development Investment Program–Tranche 2 is part of a multitranche financing facility 
to expand power sector services and stable power supply in Kabul. The project site is a major junction of 
power transmission routes to southeastern and southern provinces in Afghanistan. The project has provided 
electric grid connectivity for the first time to the Dasht-e-Barchi and Arghandi areas of southwest Kabul 
through a new 220 kilovolt (kV)/20 kV substation at Arghandi area and nearly 40,000 new power distribution 
connections. The project also provided about 30 kilometers of double circuit 220 kV transmission lines from 
the Chimtala substation to the new Kabul South substation (with 2x40 mega volt-ampere transformers), 
which will form part of the national grid connecting the Northeast and the Southeast Power Systems. The 
new Kabul south substation will extend the grid to the southern and eastern provinces of Wardak, Ghazni, 
Zabul, Kandahar, Logar, Paktiya, Khost, Nangarhar, and Kunar.  
 
In addition to connecting many residential customers, the project also greatly increased electricity access 
for important service institutions and government offices in the project coverage area, including 50 schools, 
3 hospitals and many clinics, a military base, and several government offices. 
 
Source: Asian Development Bank. Afghanistan: Energy Sector Development Investment Program– 
Tranche 2. 

 
44. Agriculture and natural resources. Since 2002, ADB has supported increasing land 
irrigation, reducing flood risk, and building the capacity of government institutions and local 
communities. The completed projects have generated about 1.5 million short-term and long-term 
jobs, and have benefited more than 7.0 million people. Today, 2.5 million hectares have regular 
irrigation—a 56% increase in 16 years.27 More irrigated land has led to increased crop production, 
the ability to grow higher-value crops, and more nutritious food. Better drainage lessens soil 
salinity. Flood protection prevents economic and environmental degradation. Rural market 
infrastructure and good roads further benefit the agriculture sector by significantly reducing post-
harvest losses (currently estimated at about 40% for some key crops such as potatoes and 
onions). They also allow farmers to store and sell their crops when prices are higher. ADB has 
focused on the promotion of women’s membership in water-user and irrigation associations. ADB 
has also supported training for men to raise awareness on the importance of women’s 
involvement in these associations. 
 

Box 3: Improving Community Welfare in Flood-Affected Areas 
 
The Northern Flood-Damaged Infrastructure Emergency Rehabilitation Project, which was closed in April 
2018, repaired and rehabilitated flood-affected irrigation structures and agriculture lands in 27 provinces of 
Afghanistan. To enable economic activities to restart, the project repaired damaged irrigation structures, 
protected the land from further erosion, and restored assets. The project improved the welfare of people 
affected by the floods by restoring their communities and farmlands, as well as their access to markets. 
More than 82,939 hectares of flood-affected irrigable area of small-scale irrigation and more than 16,500 
hectares of flood-affected irrigable areas of formal or large-scale irrigation were brought back into 
production. The project also created more than 2 million labor-days and about 81,231 direct and indirect 
jobs.  
 
Source: Asian Development Bank. Afghanistan: Northern Flood-Damaged Infrastructure Emergency Rehabilitation 
Project. 

 
45. Regional cooperation. The CAREC program plays a significant role in regional 
cooperation efforts in Afghanistan. Afghanistan has been a member of CAREC since 2005. As of 

                                                           
27  The baseline value of 1.6 million hectares of irrigated land in 2001 is indicated in the water resources section of the 

Afghanistan National Development Strategy. 

https://www.adb.org/projects/48326-001/main
https://www.adb.org/projects/48326-001/main
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December 2018, CAREC-related investments in the country totaled $4.5 billion, of which ADB 
had contributed $3.4 billion. In line with ADB’s focus in Afghanistan on transport and energy, these 
regional investments have supported the development and rehabilitation of national and cross-
border transport and energy infrastructure. They have also helped promote an enabling 
environment for trade and free movement of people and freight.  
 
F. Demand for ADF Assistance and Future Operational Priorities 

46. Afghanistan’s demand for ADF resources will remain strong during the ADF 13 period. It 
is crucial that ADB sustain support for infrastructure development in the country. ADB has a clear 
strategy and strong pipeline of projects for the next few years. Continued ADF assistance will 
support Afghanistan in achieving its self-reliance agenda, despite significant sociopolitical 
challenges and uncertainties. 
 

1. Financing gap 

47. With major needs in infrastructure development, Afghanistan will continue to face 
substantial financing requirements. If the peace process makes significant progress, the country’s 
financing requirements could rise in a post-settlement environment.  
 
48. Although the government has significantly improved domestic revenue collections in the 
last few years—revenues covered 49% of expenditures in 2018—further increases are required. 
In a post-conflict settlement environment, the best-case scenario suggests that the government 
could generate close to $2 billion additional revenue per year to finance overall expenditures by 
2024.28 As Afghanistan continues to be at high risk of debt distress and under conditions imposed 
by the IMF program, the country cannot augment resources by borrowing except under strict and 
limited conditions. 
 
49. Development partners are increasingly facing greater fiscal constraints and competing 
demands from other sector priorities within the country, as well as other FCAS countries. The 
government estimates that (civilian and non-civilian) development partner commitments could 
decline from about $8.5 billion per year in 2018 to as low as $5.0 billion in 2024. 29 As a result, 
and assuming a similar level of government expenditures, the financing gap is estimated to 
increase to about $1.5 billion by 2024.30  
 

2. ADB Future Operational Priorities 

50. Based on ADB’s country operations business plan, 2020–2022, Afghanistan has 
programmed 17 projects with total project costs of $1.9 billion (including indicative cofinancing of 
$1.1 billion). The ADF is expected to cover $759 million through the performance-based and 
special allocations, disaster risk reduction resources, the subregional pool under concessional 
resources, and savings and cancellations. Cofinancing and other funding sources will be 
explored. ADF funds to be allocated for 2023–2024 (beyond the current country operations 
business plan period) are expected to continue to be invested in infrastructure development in 
the agriculture and natural resources, energy, and transport sectors. Future government priorities 

                                                           
28  World Bank. 2019. Financing Peace: Fiscal Challenges and Implications for a Post-Settlement Afghanistan. Draft.  
29  Government of Afghanistan. 2019. The Afghanistan Self-Reliance Accelerator Package. Kabul. 
30   This financing gap estimate is tentative and subject to revision, depending on the strength of the government’s 

efforts at domestic revenue mobilization and the future trajectory of grants from development partners. 
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in response to the country’s evolving needs will guide ADB’s operational program after the current 
CPS ends in 2021.  
 
51. Transport. Despite significant investments since 2002 and an expansion of the road 
systems, Afghanistan’s transport sector has chronic operational and institutional bottlenecks. 
These bottlenecks are the result of (i) poor strategic construction and periodic maintenance 
planning, (ii) limited institutional capacity and sector coordination across agencies, (iii) lack of 
regulatory enforcement and cost recovery for maintenance funding, (iv) limited number of quality 
contractors and consultants in the private sector, and (v) unsatisfactory project and contract 
management capacity.31 Insecurity has also affected the road works and delayed implementation. 
 
52. The further development of transportation infrastructure will overcome Afghanistan’s 
spatial fragmentation. The government’s Transport Sector Strategy (2019–2023), approved in 
2018, concludes that integrated transport network infrastructure investments that are 
systematically planned, implemented, and focused on facilitating economic growth and 
development will expand access to domestic, regional, and international markets and social 
services. These will increase employment and improve trade, transit, and logistics. The 
Afghanistan transport sector master plan update (2017–2036) requires investments of more than 
$25 billion with the largest share in roads (50.2%) followed by railways (43.1%), urban 
development (3.3%), airports (2.2%), and trade facilitation (1.2%).32 During 2020–2022, ADB 
plans to finance more than $1 billion (including cofinancing) in various projects, including replacing 
the Salang tunnel, which is a vital link in the country’s north–south transport corridor and a key 
aspect of CAREC corridor investments.33 
 
53. Energy. Despite significant investments in the sector, a large gap between energy 
demand and supply still exists in Afghanistan. Electricity supplied to the grid consists primarily of 
imports from neighboring countries. Afghanistan imported 3,767 gigawatt-hours during 2015–
2016, about 80% of total grid supply. Domestic generation totaled 1,007 gigawatt-hours and was 
almost exclusively (96%) hydropower. Only 34% of the population is connected to the grid.  
 
54. Gaps in financing and weaknesses in the legal and regulatory framework constrain sector 
performance. The transmission network must be expanded to connect to neighboring countries 
and import power, and to extend electricity supply throughout the country. The government is 
planning to eventually become self-sufficient in electricity generation. It sees enormous potential 
in developing renewable energy resources. During 2020–2022, ADB plans to finance energy 
projects totaling about $500 million (including cofinancing). Key projects include the North–South 
Transmission Enhancement Project and the Turkmenistan–Afghanistan–Pakistan–India gas 
pipeline. 
 
55. Agriculture, natural resources, and rural development. Agriculture is the main source 
of livelihood and subsistence for the rural population and remains a crucial sector for national food 
security and economic growth.34 However, the sector faces various challenges, including water 
shortfalls during the planting season. The prolonged conflict and droughts have hindered the 
sector’s productivity and investments in developing and maintaining irrigation facilities. The 
efficient management and use of limited water resources will also continue to be an important 
issue for the government and for the country’s national economic prosperity. During 2020–2022, 
ADB plans to finance about $300 million (including cofinancing) in the sector. Key projects in the 

                                                           
31  Government of Afghanistan. 2016. Afghanistan National Infrastructure Plan 2017–2021. Kabul. 
32  ADB. 2017. Afghanistan Transport Sector Master Plan Update 2017–2036. Manila. 
33  ADB. Afghanistan Country Operations Business Plan, 2020–2022. Draft. 
34  The sector contributed 18.4% of GDP in 2018.  
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pipeline include the Kabul Managed Aquifer Recharge Project, Livestock Value Chain 
Enhancement Sector Project, and Participatory Irrigation Management Project. 
 
56. Regional cooperation. Under the CAREC 2030 strategy, the program will continue to 
support Afghanistan in developing (i) its potential as a regional transit hub with an emphasis on 
major road and rail corridors; and (ii) regional energy initiatives such as the Turkmenistan–
Afghanistan–Pakistan–India gas pipeline, as well as the Turkmenistan–Uzbekistan–Tajikistan–
Afghanistan–Pakistan and Turkmenistan–Afghanistan–Pakistan power interconnection projects. 
CAREC will also promote trade facilitation initiatives and the development of agriculture market 
infrastructure and value chains to help Afghanistan maximize the value of its natural resources, 
build human capacity, and create more jobs and opportunities for local businesses. Afghanistan 
will chair the CAREC program in 2020. 
 

V. FRAGILE AND CONFLICT-AFFECTED SITUATIONS APPROACH FOR 
AFGHANISTAN 

 
57. FCAS countries face unique challenges, including weak governance capacity, insecurity, 
and economic and social disruption. To address the distinct development challenges of FCAS, 
ADB uses a differentiated approach to these countries, providing long-term financing and capacity 
development assistance to help build resilience and address the causes of fragility and conflict. 
This approach emphasizes the importance of understanding the local context, making a long-term 
commitment to development, ensuring country ownership, and being flexible in responding to 
challenges. 
 
58. Recognizing the unique and challenging operating environment in Afghanistan, ADB has 
developed a specific operational approach that is adapted to the country’s situation. The approach 
has three interrelated components: (i) the EPDA (para. 31), (ii) the FCAS toolkit, and (iii) TA for 
capacity building. IED noted that ADB has made significant progress in defining a differential 
approach for its Afghanistan operations (footnote 25).  
 
A. Fragile and Conflict-Affected Situations Toolkit 

59. The major objectives of the FCAS approach are to ensure (i) that projects are designed in 
a conflict-sensitive way through understanding of the project context, interactions between the 
project and the context, and acting upon the findings through project design adjustments; and  (ii) 
peace building and social cohesion by strengthening the connectors and weakening the dividers 
in the communities through which the projects pass. 
 
60. ADB has developed several FCAS tools to guide project design and implementation for 
conditions in Afghanistan: (i) FCAS handbook, (ii) guide to FCAS assessment, (iii) FCAS action 
plan, (iv) FCAS monitoring and evaluation guideline, (v) FCAS procurement guideline, (vi) FCAS 
capacity tracking tool, (vii) FCAS project–community contract guideline, (viii) FCAS community 
engagement guideline, and (ix) FCAS community-driven development component guideline. Staff 
have been trained in the use of these tools, and they are being used in the development of new 
projects.  
 
B. Capacity Building 

61. To improve project performance, ADB has been strongly engaged in capacity building of 
the line ministries through multiple TA packages as part of its FCAS approach. Experts have been 
engaged to help the government reform the public financial management, energy, and agriculture 
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and natural resources sectors. For example, a team of experts has been deployed to the Ministry 
of Finance since 2017 to help with reforms of the project appraisal and budget processes, which 
has improved development budget expenditure. Continual TA is critical to the implementation of 
remaining reforms in ADB’s priority sectors.  
 
62. ADB’s TA has also (i) supported policy, regulatory, and institutional reforms, as well as 
capacity development in key line ministries, including DABS and the Ministry of Public Works; (ii) 
developed specific tools to improve the design, implementation, and monitoring and evaluation of 
investment projects; and (iii) established the Afghan GeoPortal to help improve development 
planning, monitor projects, and overcome the obstacles of geography and instability.  
 
63. In 2020–2022, ADB plans to provide comprehensive capacity building support in its priority 
sectors to support its investment operations. In transport, ADB will help the Ministry of Transport 
improve its strategic and operational capacity, systems and physical infrastructure, and 
information technology systems. ADB will also support the institutional development of the 
Afghanistan Railway Authority and deliver additional capacity building for public transport officials. 
In the energy sector, ADB will help strengthen the capacity of DABS to make it more sustainable. 
A new area of capacity building will be for solar power: ADB will help build the capacity of DABS 
and the Ministry of Energy and Water on solar photovoltaic plant design, technical evaluation, 
operation and maintenance, and grid integration. In the agriculture and natural resources sector, 
ADB will develop further the policy and institutional framework for integrated water resources 
management and will provide training to government staff on the sustained and equitable 
operation of water supply and irrigation water management facilities. ADB also plans to provide 
TA to the Ministry of Finance to strengthen the implementation of its debt management function. 
While the capacity of the Debt Management Unit is adequate to perform routine tasks, it requires 
support to perform more complex tasks such as analyzing debt sustainability and preparing a 
medium-term debt strategy. 
 

VI. RECOMMENDATION 
 
64. ADB’s continued engagement in Afghanistan by maintaining strong and predictable 
funding for infrastructure through the ADF remains extremely important. Therefore, in line with 
IED’s recommendation to continue providing a special allocation to Afghanistan, ADB 
recommends continuing the special allocation during the ADF 13 period for the following reasons: 

 
(i) Despite progress in various sectors with the help of its international development partners, 

Afghanistan continues to have extensive development needs. The financing gap is 
estimated to be about $1.5 billion by 2024, while development partners’ contributions are 
expected to decline.  
 

(ii) Afghanistan’s demand for ADF funding remains strong. ADB’s latest country operations 
business plan requires annual funding of more than $600 million, well above the annual 
special allocation for Afghanistan. 
 

(iii) The special allocation is needed to finance priority national and regional cooperation 
projects in transport connectivity and energy trade. In addition to supporting Afghanistan’s 
economy, regional cooperation projects will also have wider impacts on regional economic 
prosperity, peace, and security.  
 

(iv) Until the country achieves self-reliance, the risk of development regression and setback is 
real, especially if development partners reduce development assistance, as reaffirmed 
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under the Geneva Mutual Accountability Framework adopted during the 2018 Geneva 
Conference on Afghanistan. 

(v) ADF resources are needed as a stable and reliable funding source. Funding predictability 
is important for Afghanistan as an FCAS country and allows ADB to make a long-term 
commitment to the country’s development.  

(vi) ADF financing is vital to catalyze cofinancing from other development partners to meet the 
country’s large unmet infrastructure financing needs.     

 

VII. ISSUE FOR DONORS’ CONSIDERATION 
 
67. ADB seeks donors’ agreement to continue providing a special ADF allocation to 
Afghanistan during the ADF 13 period. Such support is vital to maintain continuity in ADB’s 
assistance to Afghanistan in view of the country’s substantial financing needs as an FCAS 
country.  
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OPERATIONAL DATA 

 

Table A.1: Commitments  

($ million) 

   2014 2015 2016 2017 2018 

Projects          

Sovereign   40.0  309.0  255.2  0.0  623.2 

Loans   0.0  0.0  0.0  0.0  0.0 

         Regular OCR   0.0  0.0  0.0  0.0  0.0 

         Concessional OCR   0.0  0.0  0.0  0.0  0.0 

Grants (ADF, Special Funds)   40.0  309.0  255.2  0.0 623.2 

Nonsovereign   0.0  0.0  0.0  0.0  0.0 

Loans   0.0  0.0  0.0  0.0  0.0 

Equity Investments   0.0  0.0  0.0  0.0  0.0 

Guarantees   0.0  0.0  0.0  0.0  0.0 

Subtotal   40.0  309.0  255.2  0.0  623.2 

Technical Assistance             

Sovereign   2.0  1.6  0.4  2.8  1.6 

Nonsovereign   0.0  0.0  0.0  0.0  0.0 

Subtotal   2.0  1.6  0.4  2.8  1.6 

Project and TA Cofinancinga             

Sovereign   16.7 118.3 293.4 3.7 60.5 

JFPR     0.0    0.0    0.0        2.0  0.0 

Others   16.7 118.3 293.4 1.7 60.5 

Nonsovereignb   0.0  0.0 0.0  0.0  0.0 

Subtotal   16.7 118.3 293.4  3.7  60.5 

TOTAL 
 

58.6 428.8 549.0 6.5  685.3 

ADF = Asian Development Fund, JFPR = Japan Fund for Poverty Reduction, OCR = ordinary capital resources,  

TA = technical assistance.  

Note: Numbers may not sum precisely because of rounding. 
a These figures represent only contractual cofinancing, which comprises fully and partially administered cofinancing, 

excluding parallel (i.e., not ADB-administered) cofinancing.  
b These figures include official and commercial cofinancing. 

Sources: Asian Development Bank loans, technical assistance, grant, and equity approvals database. 
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Table A.2: Sovereign Loan and Grant Commitments 

($ million) 

Approval Date Project Name 

ADB  
Regular 

OCR COL ADF Grants Total Cofinancing 

Committed in 2014 
16 Oct 2014 Northern Flood-Damaged Infrastructure 

Emergency Rehabilitation 
  

40.0 40.0 16.7 

 
Total   40.0 40.0 16.7 

Committed in 2015 

15 Dec 2014 Transport Network Development 

Investment Program––Tranche 4   
109.0 109.0 22.0 

25 Sep 2015 Agriculture Market Infrastructure– 

Additional Financing   
  11.0 

8 Dec 2015 Energy Supply Improvement Investment 

Program––Tranche 1   
200.0 200.0 75.0 

 
Total   309.0 309.0 108.0 

Committed in 2016 
26 Aug 2016 

 

 

Preparation of Central Asia Regional 

Economic Cooperation Corridors 5 and 

6 (Salang Corridor Project)   

  15.5 

 

15.5 

 

15.9 

 

26 Oct 2016 Panj–Amu River Basin Project     26.0 26.0 50.0 

31 Oct 2016 Road Asset Management Project     25.5 25.5 
 

05 Dec 2016 

 

Energy Supply Improvement Investment 

Program, Tranche 2 (MFF)   

188.2 188.2 225.8 

 
Total   255.2 255.2 291.7 

Committed in 2017 
 None       

Committed in 2018   
   

29 Sep 2017 

 

Energy Supply Improvement Investment 

Program (Solar), Tranche 3 (MFF)   

44.8 

 

44.8 

  

 15.0a 

 

07 Dec 2017 

 

 

Energy Supply Improvement Investment 

Program (Transmission Enhancement), 

Tranche 4 (MFF)   

  60.0 

 

 

06 Dec 2017 Qaisar–Dari Bum Road Project   330.0 330.0  

29 Sep 2017 

 

Road Asset Management Additional 

Financing   

30.0 

 

30.0 

 

 

30 Oct 2018 

 

Horticulture Value Chain Development 

Sector Project   

75.0 

 

75.0 

 

 

06 Dec 2018 

 

Energy Supply Improvement Investment 

Program, Tranche 5 (MFF 2)   

143.4 

 

143.4 

 

 

 Total   623.2 623.2 75.0 

ADB = Asian Development Bank, ADF = Asian Development Fund, COL = concessional OCR lending, MFF = multitranche 

financing facility, OCR = ordinary capital resources. 
a  Parallel cofinancing with Islamic Development Bank. 

Source: ADB Procurement, Portfolio and Financial Management Department.  
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Table A.3: Technical Assistance Commitments 
($ million) 

Approval 

Date Project Name TASF Cofinancing 

Committed in 2014 

15 Apr 2014 Support for Economic Policy Management (Supplementary) 0.2  

25 Mar 2014 Support for Infrastructure Investments and Policy (Supplementary) 0.8  

22 Jul 2014 Transport Sector Master Plan Update 1.0  

 Total 2.0  

Committed in 2015 

08 Jun 2015 Gas Development Master Plan (Supplementary)  0.2 

12 Dec 2014 Renewable Energy Development  1.0 

14 Sep 2015 Building Resilience to Fragility in ADB-Supported Projects 0.1 1.5 

01 Oct 2015 Kabul Managed Aquifer Recharge  7.6 

16 Oct 2015 Public Management Support 1.5  

 Total 1.6 10.3 

Committed in 2016 

11 May 2016 Supporting Natural Resources Operations (Supplementary)  0.7 

14 Jul 2016 Energy Development 2014–2023 (Supplementary) 0.4  

 Total 0.4 0.7 

Committed in 2017 

08 Dec 2016 Arghandab Integrated Water Resources Development Investment 

Program  

1.2 2.6 

08 Sep 2017 Horticulture Value Chain Development Sector  0.6  

26 Sep 2017 Second Support for Infrastructure Investments and Policy  1.0 1.1 

 Total 2.8 3.7 

Committed in 2018 

26 Oct 2018 Support to the Advisory Group on Railway Sector Development 0.2 0.5 

03 Oct 2018 Second Support for Infrastructure Investments and Policy 

(Additional Financing) 

1.3  

06 Nov 2018 Arghandab Integrated Water Resources Development Investment 

Program (Additional Financing) 

0.1  

 Total 1.6 0.5 

TASF = Technical Assistance Special Fund. 

Source: ADB Procurement, Portfolio and Financial Management Department. 

 


