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ECONOMIC AND SOCIAL DEVELOPMENT

KEY ISSUES AND EVENTS
This quarter, the U.S. Agency for International Development (USAID) 
moved nearly $400 million of previously on-budget power-sector funds 
off-budget.463 USAID concluded that because Afghanistan’s national util-
ity, Da Afghanistan Breshna Sherkat (DABS), lacked sufficient capacity 
and could not provide adequate oversight of construction projects, it was 
unable to manage the on-budget monies. As a result, USAID will continue 
to fund on budget only those power projects for which implementation 
has already started. Because new construction will be delayed, USAID 
said some Afghanistan Infrastructure Fund money obligated for its 
Power Transmission Expansion and Connectivity infrastructure projects 
would be canceled in 2019 and 2020 and returned to the U.S. Treasury. 
Consequently, USAID plans to reprogram approximately $100 million from 
the Economic Support Fund (ESF) that was previously reserved for other 
power-sector activities.464

In response to concerns regarding DABS’s capacity to manage donor 
monies, SIGAR signed a memorandum of understanding with DABS officials 
this quarter allowing SIGAR to conduct a review of the utility’s expenditure 
and expenditure of donor funds. The scope of the review extends to all 
operations, programs, and projects for which DABS has used donor assis-
tance, and is expected to commence in the summer of 2018.465

In March, International Monetary Fund (IMF) officials met with their 
Afghan counterparts in Baku, Azerbaijan, to discuss Afghanistan’s progress 
under the IMF’s Extended Credit Facility (ECF) arrangement.466 The ECF is 
an IMF financing vehicle that provides assistance to countries experiencing 
extended balance-of-payments problems.467 The IMF forecasted that GDP 
growth for 2018 was likely to be about 2.5%, the same rate as that of 2017. 
Inflation for 2018 was projected to be 5%. As in the past, the IMF stressed 
that Afghanistan faced significant challenges, including the tenuous security 
situation, but praised Afghan officials for their strong macroeconomic man-
agement. Officials also noted that Afghanistan’s performance under the ECF 
during the latest review period had been satisfactory.468

Also in March, the Famine Early Warning Systems Network (FEWS 
NET), established in 1985 by USAID, reported that Afghanistan was 
experiencing substantial rainfall deficits for the current wet season 

SIGAR LESSONS LEARNED REPORT
This quarter, SIGAR released a 
lessons-learned report on U.S. 
efforts to develop Afghanistan’s 
private sector and grow its economy. 
SIGAR found that expectations for 
sustainable economic growth in 
Afghanistan’s insecure and uncertain 
environment were unrealistic, and that 
successful private-sector development 
efforts must be nested within the 
development of good governance. For 
more, see pp. 41–42 of this report. 
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(October 2017–May 2018). Although localized precipitation in February 
and early March helped ease the seasonal deficit, FEWS NET said that 
low snowpack and precipitation levels were likely to have adverse effects 
on both irrigated and rain-fed crops, particularly wheat, in water-deficit 
areas during the spring planting season.469 USAID added that “dire con-
sequences” for other cereal crops were likely, increasing Afghanistan’s 
harvest deficit.470 Wheat is one of Afghanistan’s most important crops, and 
a 2008 drought contributed to a significant spike in wheat prices as well as 
internal displacement.471

SIGAR analysis shows that the Afghan government’s domestic revenues 
grew by 11.5% over the first two months of FY 1397 (December 22, 2017, to 
February 19, 2018), compared to the same period in FY 1396. This contin-
ues the trend of strong revenue growth reported by SIGAR last quarter.472 
Expenditures, meanwhile, grew by 3.2% year-on-year.473

U.S. RECONSTRUCTION FUNDING FOR GOVERNANCE 
AND ECONOMIC AND SOCIAL DEVELOPMENT
As of March 31, 2018, the U.S. government has provided approximately 
$33 billion to support governance and economic and social development 
in Afghanistan since 2002. Most of these funds—nearly $19.9 billion—were 
appropriated to USAID’s Economic Support Fund (ESF). Of this amount, 
$18.5 billion has been obligated and $15.8 billion has been disbursed.474

According to its FY 2018 budget request, the State Department intends 
for U.S.-funded civilian-assistance programs in Afghanistan to reinforce and 
complement the U.S. military’s ongoing train, advise, and assist (TAA) and 
counterterrorism (CT) efforts. Programs will focus on further consolidating 
the political, security, developmental, and social gains achieved since 2001, 
and aim to grow the Afghan economy. They are to be implemented under 
strict monitoring conditions to mitigate corruption.475

State’s budget request indicates that ESF investments will be made in 
key sectors like agriculture and natural resources. They intend to target 
small and medium-size enterprises in prioritized value chains, provide sup-
port to public-private partnerships to improve infrastructure, and promote 
improved government capacity, including the Afghan government’s ability 
to generate domestic revenue. The ESF will also be used to enhance civic 
engagement to combat violent extremism, and to empower women through 
increased access to education and employment opportunities.476

ECONOMIC PROFILE
Obstacles to Afghanistan’s economic development abound. Those chal-
lenges include severe poverty, limited human capital, the continuing 
conflict, an infrastructure deficit, and heavy reliance on foreign donor 
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support.477 Adverse population dynamics also obstruct development: the 
World Bank said that in recent years Afghanistan has not been able to 
generate enough jobs for the 400,000 Afghans entering the labor market 
every year. This reflects the country’s youth bulge, which has resulted in a 
“bottom-heavy” population distribution.478

Near-term growth is expected to be modest: the IMF projected 2.5% GDP 
growth for 2018, the same rate of growth Afghanistan saw in 2017.479 The 
IMF’s projection for 2018 growth represented a downward revision from its 
previous prediction of 3%. Although the difference was only half a percent-
age point, the downward revision represented a nearly 17% drop from the 
institution’s prior projection for the rate of growth.480 The World Bank, as of 
last quarter, projected 2.6% and 3.2%, respectively.481 Growth expectations 
were contingent on continued substantial donor support, implementation 
of reforms, improvements in confidence, and no additional deterioration 
in security.482

As of mid-2017, the worsening security situation appeared to be pre-
venting consumer and business confidence from fully recovering from 
the effects of the 2014 security transition, according to the World Bank. 
Economic activity was sluggish in the first half of 2017. Whereas about 1,700 
new firms were registered in the first half of 2016 (excluding those in the 
trade sector), only 1,500 were registered in the first half of 2017, according 
to Afghanistan’s Ministry of Commerce and Industries. Confidence may 
have improved modestly in response to the announcement of the new U.S. 
strategy, according to the World Bank, based on anecdotal evidence.483 

Year-on-year consumer price inflation had leveled off, as of late 2017. The 
World Bank reported that an annualized spike of 7.5% in May 2017 had sub-
sided to 3.8% in September 2017, year-on-year. A relatively steady exchange 
rate, combined with stable global commodity prices, may have accounted 
for the slowdown in domestic food and energy price increases since May 
2017. Because Afghanistan imports both fuel and cereals, its domestic 
prices tend to ebb and flow with global commodities markets.484 The IMF 
expected inflation to be 5% in 2018.485

Fiscal Outlook: Tenuous But Improving 
Afghanistan’s fiscal outlook remains unchanged from last quarter. The 
Afghan government’s fiscal performance has generally been good, accord-
ing to the IMF, which recently commended Afghan authorities for sound 
macroeconomic management. Domestic revenue targets for June 2017 
under the IMF’s Extended Credit Facility program were exceeded by 20%. 
However, the IMF noted that execution of Afghanistan’s development 
budget remained relatively low at about 21%—in line with recent trends. 
Historically, low execution rates have degraded public confidence in the 
Afghan government, according to the Afghanistan Analysts Network. 
Overall, the IMF said that revenue collection remained strong.486

The World Bank, IMF, and others exclude 
the value of opium production from their 
reported GDP estimates. Afghanistan’s 
Central Statistics Organization releases 
official GDP growth figures in two 
categories—one that includes and one 
that excludes opium value (in 2016, 3.6% 
and 2.1% respectively). Opium-related 
earnings boost domestic demand and are 
a significant source of foreign exchange. 
Exports of opium were valued at $2 billion 
in 2015. 
 
The estimated net value of opium 
production was $2.9 billion in 2016, 
equivalent to 16% of official GDP. The 
United Nations Office of Drugs and Crime 
estimated that the farm-gate value of opium 
production—national potential production 
multiplied by the weighted average farm-
gate price of dry opium at the time of 
harvest (which excludes money made by 
traffickers)—for 2017 was $1.4 billion, 
a 55% increase over the 2016 figure of 
$0.9 billion. 

Source: World Bank, Afghanistan Development Update, 
11/2017, p. 1; IMF, “IMF Executive Board Concludes 2017 
Article IV Consultation and Completes the Second Review 
Under the ECF for the Islamic Republic of Afghanistan,” Press 
Release No. 17/476, 12/8/2017; ADB, Asian Development 
Outlook 2017, 4/2017, p. 178; ADB, Asian Development 
Outlook 2015, 3/2015, p. 167; CSO, Afghanistan Statistical 
Yearbook 2016–2017, p. 163;UNODC, Afghanistan Opium 
Survey 2017 Cultivation and Production, 11/2017, p. 8; 
UNODC, “Afghanistan opium crop cultivation rises 36 per 
cent, production up 49 per cent,” 11/13/2013, http://
www.unodc.org/unodc/en/frontpage/2013/November/
afghanistan-opium-crop-cultivation-rises-a-record-36-per-cent-
opium-production-up-49-per-cent.html, accessed 1/15/2017. 



152

ECONOMIC AND SOCIAL DEVELOPMENT

SPECIAL INSPECTOR GENERAL  I  AFGHANISTAN RECONSTRUCTION

Afghan authorities believe that recent efficiency gains in revenue collec-
tion are unlikely to continue, as prolonged emphasis on collection could 
negatively affect business activity.487 Short-term opportunities to increase 
revenue through taxation remain limited due to insecurity and the potential 
for tax measures to adversely affect economic growth. The IMF said the 
security situation, in particular, represents a substantial challenge. A study 
published by the Fund concluded that ongoing violence appeared to have 
reduced the Afghan government’s 2016 revenues by about 50%, relative to 
what might have been collected in peacetime.488

Final FY 1397 Budget Projects $200 Million Deficit,  
but More Transparent and Realistic than in Prior Years
As SIGAR reported last quarter, Afghanistan’s lower house of parliament—
the Wolesi Jirga—rejected the government’s draft budget for the ninth 
consecutive year due to concerns about imbalance among provinces and 
cuts to the development budget. The budget was later passed just before 
last quarter’s report went to press. SIGAR provided details about the draft 
budget document in January, but was unable to present a more extensive 
discussion on the final budget document, as it had not yet been released.489

This quarter, the Afghanistan Analysts Network (AAN) reported that nego-
tiations with members of parliament (MPs) had resulted in a final budget 
deficit of approximately $200 million. AAN noted that although the draft bud-
get was designed to address chronically low development budget-execution 
rates, MPs insisted on adding unfunded projects. These inclusions, AAN 
said, accounted for the majority of planned spending increases in the final 
document. Paraphrasing the comments of an Afghan official, AAN said that 
one reason why MPs were adamant about including development projects 
from previous years was that, once approved in the budget, “people can start 
selling contracts and sub-contracts.” In other words, as AAN put it, corrupt 
officials who had already “auctioned off rights” (i.e., taken bribes) had been 
facing pressure to have projects from prior years reinstated—and evidently 
succeeded in having many of those projects included in the budget.490

However, AAN said some improvements were made. The FY 1397 budget 
was significantly more transparent than those of years past, presenting, for 
example, historical spending among provinces. The new budget also reflects 
a more realistic accounting of anticipated expenditures that reflects the prior 
year’s actual spending levels. AAN noted that the budget reduced the num-
ber of ministries which could make use of a “special operations budget,” for 
which ministries need not account for expenditures, from 10 to three.491 

Government Revenues and Expenditures:  
Revenue Gains Continue 
SIGAR analysis shows that the Afghan government’s sustainable domestic 
revenues grew by 11.5% over the first two months of FY 1397 (December 22, 

Sustainable Domestic Revenues: 
According to Afghanistan Ministry of 
Finance (MOF) officials, revenues—such 
as customs, taxes, and non-tax fees—used 
by multilateral institutions such as the 
World Bank and the International Monetary 
Fund to judge the Afghan government’s 
fiscal performance.

Source: SIGAR, communications with MOF officials, 
8/21/2017; SIGAR, communications with IMF officials, 
9/7/2017.
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2017, to February 19, 2018), compared to the same period in FY 1396. There 
were no one-off domestic revenues recorded for the first two months of 
either fiscal year that could skew the analysis, or complicate its interpreta-
tion. This continues the trend of strong revenue growth reported by SIGAR 
in January 2018.492 Expenditures grew by 3.2% for the first two months of 
FY 1397, year-on-year.493

USAID-provided AFMIS data was exported earlier than usual this quar-
ter, resulting in limited analysis spanning only two months, year-on-year, 
rather than the full first quarter of FY 1397, which ended on March 20, 2018. 
Because 68% of revenues were categorized as “Miscellaneous” through 
FY 1397 Month 2, a line-item analysis of year-on-year revenue gains was 
not possible this quarter.494 However, SIGAR presents expenditures data in 
Table 3.13 on the next page.

Trade
Afghanistan’s trade deficit exceeds 30% of its GDP. The country’s exports 
are concentrated in agriculture, and do not contribute substantially to eco-
nomic growth, according to the IMF. Afghanistan’s low trade flows mean 
that its share of global trade is negligible. The value of the country’s official 
exports has remained below 10% of its GDP every year since 2012. The IMF 
said imports are dominated by spending related to foreign aid.495

Afghanistan’s infrastructure and institutional deficits, as well as per-
sistent conflict, have erected obstacles to trade expansion. The IMF said 
Afghanistan’s landlocked geography introduces other challenges: both import 
and export costs, as well as delays, are higher for landlocked countries than 
for those with coastlines. For Afghanistan, high energy costs and low levels of 
access to electricity, land, and finance also pose major challenges.496

Export and Import Data
SIGAR analysis of data from the Afghanistan Customs Department (ACD) 
shows that exports grew by 25% over the first 11 months of FY 1396, year-
on-year. Data from Afghanistan’s Central Statistics Organization, which 
makes import and export figures available in quarterly tranches, paints a 
similar picture of rising exports, showing 39% growth through the first nine 
months of Solar Year 1396 (March 21, 2017–December 21, 2017), year-on-
year. USAID told SIGAR that there are usually discrepancies between ACD 
and CSO trade data figures. While SIGAR analysis of ACD data shows that 
imports grew at a lower rate of 14.5%, Afghanistan’s trade deficit, which 
amounted to more than 30% of its GDP in 2016 and is financed by donor 
contributions, rose by about $680 million through Month 11, year-on-year.497

Afghanistan showed especially strong growth in agricultural exports, 
including edible fruits and nuts. Those products alone accounted for about 
49% of all exports in FY 1396, through Month 11. Other top exports through 
the first 11 months of FY 1396 included vegetables, spices, and carpets. 

One-Off Domestic Revenues: Revenues 
arising from one-time transfers of funds, 
such as central bank profits, to the Afghan 
government. The IMF excludes central bank 
transfers from its definition of domestic 
revenues for the purpose of monitoring 
Afghanistan’s fiscal performance under its 
Extended Credit Facility Arrangement.

Source: SIGAR, communications with MOF officials, 
8/21/2017; SIGAR, communications with IMF officials, 
9/7/2017.



154

ECONOMIC AND SOCIAL DEVELOPMENT

SPECIAL INSPECTOR GENERAL  I  AFGHANISTAN RECONSTRUCTION

Afghanistan’s top import was fuel, which accounted for about 13% of all 
imports through the first 11 months of FY 1396.498

TABLE 3.13

EXPENDITURES, FIRST 2 MONTHS, FISCAL YEARS 1396 AND 1397 COMPARED (IN AFGHANIS)

Category 1396 (Through Month 2) 1397 (Through Month 2)
Percent 
Change

Personnel Salaries in Cash $11,648,307,040 $12,611,750,976 8.3%

Salaries in Kind 1,477,496,431  802,276,428 (45.7)

Salaries and Wages Advance  (69,511,000)  65,410,000 194.1a

Social Benefits in Cash 147,321,723  163,499,805 11.0

Social Benefits in Kind 0  0   N/A

Supplier Expenditures Travel 165,778,198  70,737,527 (57.3)

Food 18,693,761  2,536,333 (86.4)

Contracted Services 127,517,488  272,180,635 113.4

Repairs and Maintenance 73,354,807  93,110,239 26.9

Utilities 81,769,507  97,806,528 19.6

Fuel 412,709,748  523,024,181 26.7

Tools and Materials 21,078,309  8,409,408 (60.1)

Other 17,074,426  55,792,676 226.8

Advances and Return of Expenditure 19,856,530  22,053,578 11.1

Subsidies, Grants,  
and Social Benefits

Subsidies 0 0 N/A

Grants to Foreign Governments 17,350,000 0 (100.0)

Current Grants - General Government Units 0 0  0   

Social Security Benefits in Cash 462,902,506  513,855,624 11.0

Social Assistance Benefits in Cash 0 0 N/A

Subsidies, Grants, and Social Benefits Advance 0 0 N/A

Capital Expenditures Buildings and Structures      3,441,409 0 (100.0)

Machinery and Equipmentb 17,031,065  29,402,900 72.6

Valuables 0 0 N/A

Land                          0 0 N/A

Capital Advance Payments/Returns    0  20,000 N/A

Interest and Principalc 235,019,892  23,225,644 (90.1)

Total $14,877,191,840 $15,355,092,482 3.2%

Note: Negative values in parentheses. 
a SIGAR observed a net credit (that is, a negative figure) in “Salaries and Wages in Advance” in the first two months of FY 1396.
b Applies to expenditures greater than AFN 50,000, according to the FY 1397 Chart of Accounts.
c Combines two different object codes to conform with previously published MOF financial statements.

Source: SIGAR analysis of USAID-provided AFMIS data exported 1/8/2018; SIGAR analysis of USAID-provided AFMIS data exported 3/13/2018.
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BANKING AND FINANCE
Afghanistan’s banking sector comprises 15 banks—three state-owned, nine 
Afghan private-sector, and three foreign-owned commercial branches. The 
financial sector is only marginally profitable, and remains vulnerable to 
adverse shocks due to poor asset quality, capital shortfalls, and manage-
ment deficiencies in several banks.499 

Treasury Assistance to the Ministry of Finance  
Continues with Focus on Public Financial Management
The U.S. Treasury’s Office of Technical Assistance (OTA) continued imple-
menting its March 2015 agreement with Afghanistan’s MOF to develop 
and execute technical-assistance and capacity-building programs aimed 
at strengthening the government’s public financial management. OTA also 
helps the Government of Afghanistan to provide better oversight of its 
financial sector. President Ghani requested OTA renew its engagement 
with the Afghan government in 2014 to assist with budget reforms, among 
other activities.500 

OTA’s last trip to Afghanistan occurred in November–December 2017.501 
During the trip, OTA provided training and input on the development of a 
standard cost-calculation database and discussed future work on forward 
estimates and costing. OTA also provided feedback to the World Bank on 
six Public Financial Management (PFM) benchmarks tied to disbursements 
from the Afghanistan Reconstruction Trust Fund.502

OTA noted that challenges included security restrictions and donor 
coordination given multiple ongoing assistance efforts related to PFM. Due 
to security considerations, OTA is generally restricted to the U.S. Embassy 
compound. However, SIGAR noted that OTA appeared to be handling coor-
dination with other donors well, having held meetings with World Bank and 
USAID officials over the course of its trip. OTA also met with a represen-
tative of a USAID implementing partner prior to departure. During those 
meetings, OTA provided input and guidance, worked with donors to distrib-
ute responsibility among distinct lines of effort, and identified several areas 
of collaboration.503

AML/CFT Update: State Department Continues to  
List Afghanistan as Major Money-Laundering Jurisdiction
In March 2018, the Department of State’s Bureau of International Narcotics 
and Law Enforcement Affairs (INL) released its legislatively mandated 
annual report on global money laundering. INL continued to list Afghanistan 
as a major money-laundering jurisdiction for the year 2017.504

Although INL noted some improvements, such as increased coordination 
between Afghanistan’s Financial Intelligence Unit and police and prosecu-
tors at the Counter Narcotics Justice Center (CNJC), many challenges 
remain. Corruption, INL said, was still a critical obstacle to Anti-Money 

Last quarter, SIGAR reported it was having 
difficulty obtaining responses to SIGAR 
requests for information from U.S. Treasury 
officials. SIGAR worked with Treasury to 
better understand the issue and made 
several process changes that resulted in 
timely responses this quarter.
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Laundering (AML) efforts in the country, and Afghanistan remained the 
largest global producer and exporter of opium. Porous borders, particularly 
between Afghanistan and Pakistan, as well as difficulty in implementing and 
enforcing laws and regulations designed to combat money laundering—INL 
did describe Afghanistan’s AML law as “comprehensive”—also represented 
significant obstacles to progress. In addition to the narcotics industry, major 
sources of illicit revenue included fraud, corruption, and illegal mining.505

Kabul Bank Theft:  
KBR Reports Little Progress During the Quarter
The September 2010 near-collapse of Kabul Bank, which held the savings 
of nearly one million Afghans, significantly strained Afghanistan’s finan-
cial system. It exposed an elaborate fraud and money-laundering scheme 
orchestrated by Kabul Bank founder Sherkhan Farnood and chief executive 
officer Khalilullah Ferozi. The crisis resulted in a run on the bank during 
which depositors withdrew $500 million, compelling the Afghan govern-
ment to provide $825 million to recapitalize the bank.506 

Shortly after he took office in September 2014, President Ghani issued a 
decree requiring the Attorney General’s Office (AGO) to indict and prosecute 
all those involved in the theft of approximately $987 million from Kabul 
Bank and to monitor enforcement of the courts’ decisions.507 The decree 
was intended to address comprehensively all remaining aspects of the case. 
However, the Afghan government has struggled to compel repayment of the 
stolen funds from debtors. A 2016 United States Institute of Peace report 
said the “crisis continues to symbolize the pervasive corruption and impu-
nity that have threatened the legitimacy of the Afghan government.”508

Again this quarter, little effort was made to seize, freeze, or investigate 
debtor accounts, or otherwise act on President Ghani’s October 2014 
decree. Minor cash recoveries appear to have been made from the archi-
tects of fraud: about $340,000 from Farnood, who still owes $272 million, 
and about $17,500 from Ferozi, who still owes $187 million. But total 
reported recoveries this quarter—approximately $448 million—were nearly 
same as last quarter. The debtors still owe nearly $600 million.509 

For a few years now, SIGAR has reported that efforts to recover money 
stolen from the Kabul Bank have been stalled.510 DOJ told SIGAR this quar-
ter, “there is a growing risk that the debts will not be repaid.”511 Calling the 
Kabul Bank case “one of the most notorious fraud cases in Afghan history” 
in a report recently submitted to the Department of State, DOJ added that 
Afghanistan’s attorney general told U.S. Embassy officials that he did not 
intend to pursue further charges—a direct contradiction of Kabul Compact 
Benchmarks.512 Moreover, in a report released this quarter, the Independent 
Joint Anti-Corruption Monitoring and Evaluation Committee said there had 
been little progress in the case, which was “once leveraged as a sign of [the 
Afghan government’s] commitment in the fight against corruption.”513 

SIGAR INVESTIGATION
On March 19, 2016, President Ghani 
signed a decree allowing SIGAR to 
help detect and retrieve Kabul Bank 
assets in foreign countries. The decree 
instructed the AGO, MOF, Ministry of 
Interior, FinTRACA, and Kabul Bank 
entities to provide SIGAR relevant 
information and documents. SIGAR 
is using the retrieved documents in 
support of an ongoing investigation 
related to the Kabul Bank case.

Source: GIROA, Office of the President, Presidential Decree, 
Serial Number 2726, 3/19/2016. 
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U.S. ECONOMIC AND DEVELOPMENT SUPPORT
Most assistance from the Economic Support Fund goes toward USAID’s 
development programs. In September 2015, USAID published an updated 
Performance Management Plan to guide and measure its development 
objectives, and to articulate its development strategy through 2018. USAID’s 
overall goal through 2018 was to promote Afghan-led sustainable develop-
ment. That goal was to be supported by expanding agriculture-led economic 
growth, maintaining gains in education, health, and women’s empowerment, 
and increasing the performance and legitimacy of the Afghan government.514

USAID recently commissioned an assessment of its current 2015–2018 
strategy. The assessment found that, despite sound overall goals, many key 
components of USAID’s development approach in Afghanistan have not 
proven to be valid. For more on the assessment, see pages 59–60 of SIGAR’s 
January 2018 Quarterly Report to the United States Congress.515 Figure 3.35 
shows USAID assistance by sector.

Natural Resources: Potential Source of Government  
Revenue Faces Numerous Obstacles
Geological surveys show that Afghanistan has significant mineral resources, 
including granite, talc, nephrite, chromite, coal, gold, silver, iron, copper, 
and precious gemstones.516 USAID said developing Afghanistan’s extractives 
sector could create jobs, generate government revenue, and result in signifi-
cant infrastructure investment.517 Yet, mining has so far contributed little to 
the country’s licit GDP and has attracted minimal private-sector develop-
ment.518 The many obstacles to development include a deficient mining law, 

Note: USAID Mission-managed funds. Numbers are rounded. Agriculture programs include Alternative Development. 
Infrastructure programs include power, roads, extractives, and other programs that build health and education facilities. This 
quarter, OFM activities are included under Program Support funds.
*Unpreferenced funds are U.S. contributions to the ARTF that can be used for any ARTF-supported initiatives. 

Source: SIGAR analysis of USAID, response to SIGAR data call, 4/18/2018; SIGAR analysis of World Bank, ARTF, 
Administrator’s Report on Financial Status, as of February 19, 2018. 

USAID DEVELOPMENT ASSISTANCE, CUMULATIVE DISBURSEMENTS, 
AS OF APRIL 18, 2018 ($ MILLIONS)
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FIGURE 3.35
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lack of transparency in tendering and awarding concessions, the lack of 
economically feasible export corridors, lack of access to power, and cor-
ruption.519 According to DOD, these impediments “limit the willingness of 
international mining companies to commit risk capital [venture capital] to 
exploration and production in Afghanistan when similar resources are more 
efficiently extracted from other countries.”520

The Ministry of Mines and Petroleum (MOMP) is without permanent 
leadership at the highest level: Acting Minister Nargis Nehan, reportedly 
a reformer seeking increased transparency at MOMP and nominated by 
President Ghani for a permanent position, was rejected by the Afghan 
parliament in early December—the only one of 12 Ghani nominees who 
failed to secure a majority of parliamentarians’ votes.521 However, USAID 
told SIGAR this quarter that MOMP’s lack of permanent leadership would 
have no effect on its current programming, as the agency is currently only 
providing technical assistance intended to increase institutional capac-
ity, regardless of whether a minister is in acting or permanent status.522 
An evaluation of a previous USAID program, which was designed in part 
to increase capacity at MOMP, cited the “endless and rapid succession of 
MOMP ministers” as a significant impediment to implementation.523

Illegal mining remains another challenge. According to the United States 
Institute of Peace, the majority of Afghanistan’s active mining sites are nei-
ther controlled nor regulated by the Afghan government. This circumstance 
contributes to the ongoing conflict: illegal extraction is a major source of 
revenue for the Taliban.524 According to USAID, local powerbrokers are able 
to profit from illicit mining because they rely on low-cost labor and mining 
techniques, disregard safety and environment concerns, provide their own 
security to transport materials to market, and, because they are operating 
illegally, do not incur tax or royalty obligations to the government. In con-
trast, businesses operating legally in the extractives sector must comply 
with safety and environmental regulations, rely on hired security contrac-
tors for transportation, and face higher infrastructure and labor costs.525

USAID and the United States Geological Survey Begin 
Technical Assistance Program to Support MOMP
This quarter, USAID told SIGAR it had officially launched an extractives-
sector technical-assistance program with Afghanistan’s Ministry of 
Mines and Petroleum (MOMP). Through a Participating Agency Program 
Agreement, USAID will provide funding to the United States Geological 
Survey (USGS) to analyze and organize mineral data from both USGS 
archives and MOMP files. The objective of the program is to create a com-
prehensive database of minerals that includes both the magnitude and 
location of potential concentrations. USAID said the database will assist 
MOMP in determining whether and where investment might be viable and 
in managing the sector more broadly.526

An official from the United States 
Geological Survey (USGS) and Ministry 
of Mines and Petroleum (MOMP) Acting 
Minister Nargis Nehan sign an agree-
ment allowing USGS to provide technical 
assistance to MOMP. (U.S. Department of 
Commerce photo)
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Given that DOD’s Task Force for Business and Stability Operations had 
previously sought to “identify and compile existing data, organize it into 
digital databases and Geographic Information Systems (GIS) [and] inte-
grate [these] databases,” SIGAR asked USAID what made this new program 
distinct. USAID said the data collected by USGS in 2004–2007 had still not 
been fully analyzed, and that the new interagency agreement with USGS 
would help MOMP to perform this analysis.527

Agriculture: Crucial Sector Faces  
Drought Conditions in Early 2018
Agriculture is a main source of real GDP growth, employment, and subsis-
tence for the Afghan population. It accounts for about 22% of GDP, employs 
44% of the population, and affects the 61% of Afghan households that 
derive income from agricultural activities for their livelihoods.528 Within the 
broader agricultural sector, Afghanistan’s horticultural products—for exam-
ple, dried fruits and nuts—are modestly competitive: although it accounts 
for about one-third of agriculture’s overall contribution to GDP, horticulture 
generates about 50% of export earnings.529

The World Bank projected that agricultural output would grow by 1.5% 
in 2017, largely due to increased horticultural production. This figure is 
significantly less than the 6% growth rate recorded in 2016, a year in which 
fruit production increased to levels close to full potential due to favorable 
weather.530 Despite Afghanistan’s heavy reliance on agriculture, the sec-
tor’s growth has been constrained by underinvestment in developing water 
resources, degrading natural resources, poor-quality inputs such as seeds 
and fertilizer, and weak domestic- and export-product marketing.531

FEWS NET reported in March that Afghanistan was experiencing sub-
stantial rainfall deficits for the current wet season (October 2017–May 
2018). Although localized precipitation in February and early March helped 
ease the seasonal deficit, FEWS NET said that low snowpack and precipita-
tion levels were likely to have adverse effects on both irrigated and rain-fed 
crops, particularly wheat, during the spring planting season.532

USAID added that rainfall and snowpack deficits were likely to have 
“dire consequences” for cereal crop production. According to the agency, 
projections for the 2018 wheat harvest were 3.5 million metric tons (MMT), 
far lower than 2017’s 4.2 MMT production. Based on Afghanistan’s current 
wheat consumption needs, lower levels of wheat production were likely to 
result in a 2.5 MMT deficit for 2018.533 

USAID added that ripple effects were likely for Afghan pastoralists, who 
depend on grazing rangelands. Wheat is one of Afghanistan’s most impor-
tant crops, and a 2008 drought contributed to a significant spike in wheat 
prices as well as internal displacement. According to the United Nations, 
nomads, casual laborers, landless people, and small farmers were the most 
affected by the 2008 drought.534
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Combined with lower cereal-crop yields, USAID said the current drought 
would decrease food security in the country.535

USAID Assistance to the Ministry of Agriculture,  
Irrigation, and Livestock
USAID’s agricultural projects are designed to enhance food security, create 
jobs and export markets, increase incomes and productivity, and strengthen 
the government’s ability to promote broad-based growth. USAID aims 
to bolster the Ministry of Agriculture, Irrigation, and Livestock’s (MAIL) 
“farmer-focused” approach through production and marketing of high-value 
horticultural crops and livestock products, the rehabilitation of irrigation 
and drainage systems, and the greater use of new technologies.536

Since 2002, USAID has disbursed more than $2.1 billion to improve 
agricultural production, increase access to markets, and develop income 
alternatives to growing poppy for opium production.537 Pages 191–198 of 
this quarterly report discuss USAID’s agriculture alternative-development 
programs. USAID’s active agriculture programs have a total estimated cost 
of $361 million and can be found in Table 3.14.

Agricultural Credit Enhancement II (ACE-II):  
Some Successes but Delinquency Rates and  
Loss Provisions Masked by Metric Methodology 
The Agricultural Credit Enhancement (ACE) II project is the technical-assis-
tance/advisory-support component of the conditions-based Agricultural 
Development Fund (ADF) administered by MAIL. ADF extends agriculture-
related credit access to small- and medium-sized commercial farms and 
agribusinesses in all regional economic zones, particularly to those that add 
value to agricultural products, such as distributors, producers, processors, 
and exporters.538 USAID reported that with ACE II help, ADF has cumu-
latively disbursed approximately $102.5 million in loans impacting 40,953 
beneficiaries, as of March 2018.539 

The latest implementer quarterly report available to SIGAR shows that 
ACE-II participated in the Afghan-Indian “Passage to Prosperity” trade 
show, leading the spices and saffron section. According to implement-
ers, participation in the trade show resulted in signed sales contracts 
worth $1.27 million. Memorandums of understanding worth an additional 
$1.23 million were signed.540

Despite this success, ACE-II implementers faced several challenges, 
including the adverse effects of the deteriorating security situation on loan 
reimbursement and collections for the ADF.541 SIGAR has been tracking 
this issue over the last few quarters. Last quarter, SIGAR reported that, 
over ADF’s lifetime, loans worth about $3.3 million had been written off.542 
In October 2017, SIGAR reported that despite ACE-II’s warnings regarding 
the effects of the ongoing conflict on the loan portfolio, the ADF appeared 



161

ECONOMIC AND SOCIAL DEVELOPMENT

REPORT TO THE UNITED STATES CONGRESS  I  APRIL 30, 2018

to be on track to meet its FY 2017 targets for percentage of loan losses 
(under 5%).543

Examining ACE-II’s indicator for “Percentage of loan losses in the ADF 
portfolio”—a description of which is provided in the project’s latest quar-
terly report—SIGAR noted that the percentage of loan losses includes 
only the value of loans overdue by 1,095 days (i.e. three years) or more. 
Although provisions for losses are made for high-risk loans overdue by 
fewer than 1,095 days, these loans are not counted as losses (that is, writ-
ten off) until overdue beyond that point. As a result, the report notes that 
the “Percentage of loan losses” indicator “significantly under-reports losses 
when compared to the methodology” used by Afghanistan’s central bank 
(DAB). In contrast to the ADF’s policy, DAB classifies loans overdue by 
360 days or more as “losses.” The quarterly report notes that, under this 
methodology (i.e., using the 360-day threshold, as opposed to the 1,095-day 
mark), loan losses, as of September 2017, were “21.5% (not less than 5%).” 
Total losses and loss provisions for the ADF portfolio were 31.7%, as of 
September 2017.544 USAID said that, as of March 2018, loan losses accord-
ing to DAB’s methodology represented about 20% of the ADF’s $21.6 million 
portfolio, while combined losses and loss provisions were 39%.545 SIGAR 
will continue to report on this issue.

TABLE 3.14

USAID ACTIVE AGRICULTURE PROGRAMS

Project Title Start Date End Date
Total Estimated 

Cost
Cumulative Disbursements, 

as of 4/18/2018

Strengthening Watershed and Irrigation Management (SWIM) 12/7/2016 12/6/2021  $87,905,437 $7,152,256 

Regional Agriculture Development Program (RADP North) 5/21/2014 5/20/2019  78,429,714  48,912,745 

Commercial Horticulture and Agriculture Marketing Program (CHAMP) 2/1/2010 12/31/2019  61,294,444  53,252,706 

Kandahar Food Zone (KFZ) 7/31/2013 8/30/2018  45,402,467  42,845,000 

RADP East (Regional Agriculture Development Program - East) 7/21/2016 7/20/2021  28,126,111  6,595,178 

Grain Research and Innovation (GRAIN) 3/13/2017 9/30/2022  19,500,000  3,250,000 

Promoting Value Chain - West 9/20/2017 9/19/2020  19,000,000  596,085 

ACE II (Agriculture Credit Enhancement II) 6/24/2015 6/23/2018  18,234,849  12,199,335 

SERVIR 9/14/2015 9/30/2020  3,100,000  1,097,533 

Total  $360,993,022 $175,900,839 

Note: Some of the USAID programs listed receive both Alternative Development and Agriculture Development funds. For more information on Alternative Development programs, see 
pages 196–197 of this report.

Source: USAID, response to SIGAR data call, 4/18/2018. 

Grantees attend an ACE-II agricultural 
finance workshop in northern Afghanistan. 
(USAID photo)
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ESSENTIAL SERVICES AND DEVELOPMENT
Since 2002, the United States has provided reconstruction funds to increase 
the electricity supply, build roads and bridges, and improve health and 
education in Afghanistan. This section addresses key developments in U.S. 
efforts to improve the government’s ability to deliver these essential ser-
vices. In a departure from previous quarters, and moving forward, SIGAR 
will provide updates on the Kajaki Dam and power availability at the 
Shorandam and Bagh-e Pol industrial parks in Kandahar only as significant 
developments occur.

Power Supply: Lack of Access to Electricity  
Curtails Economic Growth
Lack of access to available, affordable, and reliable electricity represents 
a fundamental constraint on economic growth, according to USAID.546 
Afghanistan has one of the lowest rates of electrification in the world, 
with only an estimated 25–33% of Afghans connected to the power grid.547 
Access is generally restricted to those who live along transmission cor-
ridors or in urban areas. Overall, the country’s power system remains 
fragmented, small, and underdeveloped. The World Bank has character-
ized Afghanistan’s national electric utility, Da Afghanistan Breshna Sherkat 
(DABS), as lacking adequate management and customer service.548 

Afghanistan relies heavily on electricity imports: as of March 2016, 
about 77% of its supply was imported, according to DABS.549 Annual trade 
data from Afghanistan’s Central Statistics Organization shows that in 2016 
about 38% of imported electricity flowed from Uzbekistan—which also sold 
electricity at the highest average price of 9 cents (U.S.) per kilowatt hour—
followed by Tajikistan (29%; 4 cents/kilowatt hour), Iran (18%; 7 cents per 
kilowatt hour), and Turkmenistan (15%; 2 cents/kilowatt hour).550 

In developments occurring in late March 2018, the Taliban disrupted 
power supply to five provinces, including Kabul, by damaging a transmis-
sion tower in Baghlan Province. Additional provinces reportedly affected 
by the Taliban attack included Nangarhar, Ghazni, Wardak, and Parwan. 
USAID said that repair crews restored most of the electricity supply to 
Kabul within 12 hours of the incident, and that the damaged tower had been 
repaired within four days.551 However, the Taliban disrupted Kabul’s elec-
tricity supply again in mid-April 2018 with another attack on an electricity 
tower in Baghlan Province, leaving much of Kabul without power for the 
second time in three weeks.552

U.S. Power-Sector Assistance:  
Large-Scale Infrastructure Projects Predominate
Since 2002, USAID has disbursed more than $1.5 billion in Economic 
Support Funds to build power plants, substations, and transmission lines, 
and provide technical assistance in the sector.553 USAID has also assisted 

NEPS: currently imports electricity from 
Central Asia to provide power to Kabul and 
the communities north of Kabul. 
 
SEPS: currently draws most of its power 
from the Kajaki Dam and from diesel 
generators in Kandahar City to provide 
power in the Helmand and Kandahar areas.

Source: DOD, Report on Progress Toward Security and Stability 
in Afghanistan, 11/2013, p. 107; DOD, response to SIGAR 
vetting, 1/16/2018. 
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DABS with increasing electricity supply and revenue generation by improv-
ing sustainability, management, and commercial viability.554

DOD has disbursed approximately $180 million for power projects 
through the Commander’s Emergency Response Program as of July 2015, 
and roughly $527 million, as of February 28, 2018, through the Afghanistan 
Infrastructure Fund (AIF), which is jointly managed by DOD and State.555

Of that amount, DOD has disbursed about $386 million to construct or 
improve Afghanistan’s two primary power systems—the Northeast Power 
System (NEPS) and the Southeast Power System (SEPS)—which the U.S. 
government aims to connect. (see Figure 3.36 for an overview of NEPS and 
SEPS.) USAID’s Power Transmission Expansion and Connectivity (PTEC) 
project is constructing a transmission line connecting Kabul with Kandahar 
and building DABS’s capacity to sustain energy-infrastructure investments.556 
USAID’s active power-infrastructure projects have a total estimated cost of 
$1 billion and are listed in Table 3.15 on the next page.

USAID Moves Nearly $400 Million of Power Transmission 
Expansion and Connectivity Funds Off-Budget
The U.S.-funded Power Transmission Expansion and Connectivity’s (PTEC) 
program was designed to strengthen and expand Afghanistan’s power-
generation, transmission, and distribution systems, including funding the 
320-mile transmission line between Kabul and Kandahar to connect NEPS 
with SEPS.557 PTEC’s DABS commercialization and capacity-building com-
ponents aim to help the utility become financially sustainable by increasing 

Note: Locations and routes are approximate. 

Source: DOD, response to SIGAR data call, 4/3/2014; DOD, response to SIGAR vetting, 1/16/2018 and 4/13/2018.

OVERVIEW OF PLANNED NORTHEAST AND SOUTHEAST POWER SYSTEMS

Tangi

Kajaki Dam

Durai Junction

Kandahar
Lashkar Gah

Nejrab
Charikar Gul Bahar

Kabul

Pul-e Alam

Gardez

Khowst

Arghandi

Sayad Abad
Substation

Ghazni

Chelozai

Naw Abad

Northeast Southeast

FIGURE 3.36



164

ECONOMIC AND SOCIAL DEVELOPMENT

SPECIAL INSPECTOR GENERAL  I  AFGHANISTAN RECONSTRUCTION

revenues using utility-management software in Kabul, Mazar-e Sharif, 
Kandahar, Herat, and Jalalabad, while reducing technical and commercial 
losses through training and support.558 Technical losses include energy lost 
to line heating and current leakage, commercial losses include custom-
ers’ nonpayment of bills, and energy theft from illegal tapping into lines or 
bypassing meters.

PTEC accounts for the majority (about 73%) of USAID’s $1.2 billion 
portfolio of planned and ongoing power sector projects. The $870 million 
program, scheduled to run December 2012–December 2018, was paused by 
USAID in October 2017 due to alleged improprieties related to the award 
of a contract for five substations along the NEPS-SEPS Connector trans-
mission line.559 SIGAR and USAID OIG were informed about the alleged 
impropriety by Afghan-based contractors in the award process; a joint 
investigation is ongoing.560 USAID elected to pause the remaining elements 
of its PTEC power-infrastructure projects to address both these procure-
ment-integrity issues and concerns about DABS’s ability to effectively 
manage and oversee construction projects. USAID said another reason for 
the pause was to mitigate the risk of a further lag between the completion 
of NEPS-SEPS Connector substations and completion of the segment’s 
transmission line. Further delay was likely to leave the transmission 
line unenergized, making theft of its materials easier, for a longer period 
of time.561 

Of total PTEC funds, $725 million were originally obligated by USAID 
for on-budget assistance to DABS. Those monies were earmarked to fund 
both physical infrastructure for NEPS-SEPS and technical-assistance for 
the state-owned utility.562 In developments this quarter, USAID indicated it 
had moved a total of about $400 million of previously on-budget funds off-
budget. USAID concluded that because DABS lacked sufficient capacity 
and could not provide adequate oversight of construction projects, it was 
unable to manage on-budget monies.563

TABLE 3.15

USAID ACTIVE POWER-INFRASTRUCTURE PROJECTS

Project Title Start Date End Date
Total Estimated  

Cost
Cumulative Disbursement, 

as of 4/18/2018

Power Transmission Expansion and Connectivity (PTEC) 1/1/2013 12/31/2020 $725,000,000 $159,069,897

Contributions to the Afghanistan Infrastructure Trust Fund (AITF) 3/7/2013 3/6/2023  153,670,184  153,670,184 

Engineering Support Program 7/23/2016 7/22/2019  125,000,000  35,322,287 

Kandahar Solar Project 2/23/2017 8/26/2018  10,000,000 0

Design and Acquisition of SEPS Completion and NEPS-SEPS Connector 3/7/2018 3/7/2019  917,680 0

Total  $1,014,587,864  $348,062,368 

Source: USAID, response to SIGAR data call, 4/18/2018; USAID, response to SIGAR vetting, 4/18/2018.
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FINANCIAL SUSTAINABILITY AT DABS REPORTEDLY IN 
QUESTION, BUT DIFFICULT TO ASSESS

This quarter, USAID said Da Afghanistan Breshna 
Sherkat (DABS) was a “commercially unviable and 
poorly functioning utility.”564 A DABS presentation dated 
October 18, 2017, describing the utility’s financial posi-
tion states, “while … revenues grew by 68% between 
2012–2016, operating expenses grew faster, by 142%.” 
DABS attributed the claimed increase in operating costs 
to a combination of factors including depreciation of 
the afghani against the U.S. dollar, and impairment 
losses and increased depreciation costs due to an 
asset revaluation affecting DABS’s Fiscal Year 1394 
financial statements.565

However, SIGAR notes that this statement from 
DABS, and the presentation from which it is excerpted, 
may not be fully representative of DABS’s current 
financial position. In the statement, DABS appears to 
be referring to FY 1390–FY 1394.566 SIGAR analysis 
of DABS’s presentation shows that FY 1390–FY 1394 
operating costs increased by either 146.3% or 142.7%, 
depending on which line items are counted. Over that 
time period, revenues increased by 69.3%.567

Although unverified by auditors, figures from FY 
1395—encompassing most of the year 2016—presented 
by DABS in its financial analysis of October 2017 paint 
a substantially different picture than those of FY 1394. 
SIGAR analysis of the presentation shows that FY 1390–
FY 1395 revenues increased by 135%, while operating 
costs (net of “Other Income”) increased at a lower rate 
of 125%.568

Although the most recent audited financial statements 
are dated November 21, 2017, they present DABS’s finan-
cial position as of March 19, 2016.569 This adds to the 
complications in accurately assessing DABS’s current 
financial position and commercial viability. For example, 
in its energy-sector assessment of February 28, 2018, 
USAID said, “After several years of generating enough 
revenue to cover operating costs, DABS again fell into 
the red in 2017, and the Afghanistan MOF anticipates 

several years of additional losses.”570 However, according 
to DABS’ presentation, the utility was actually back in the 
black  by FY 1395.571 Clouding the issue further, in January 
2018, TOLOnews reported in an article titled “DABS 
Overcomes its Financial Problems” that DABS estimated 
positive net income of AFN 100 million per month.572

Even if net income remains stable in the short run at 
these reported levels, there are other potential threats 
to DABS’ mid- and long-run financial sustainability. 
According to DABS, it will owe, in aggregate, more than 
$785 million in interest and principal payments through 
2030. The magnitude of the debt, DABS said, would put 
its cash position at risk.573 However, long-term finance 
arrangements presented on DABS’s balance sheet of 
March 19, 2016, represent on-budget donor assistance 
provided to the utility from the Asian Development 
Bank. Most of that assistance appears to have come in 
the form of grants provided to Afghanistan’s Ministry of 
Finance, which then loaned grant proceeds to DABS in 
return for a modest interest fee. DABS then deploys the 
grant proceeds towards power infrastructure projects 
specified in the ADB grant agreements.574

Power pylons on the outskirts of Kabul. (Asian Development 
Bank photo)
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While failing to pay interest on the loans from the 
MOF would violate the terms of the grant agreements 
with ADB, which necessitate the lending arrangement, 
it is not clear that the debt would actually put DABS in 
financial distress. The debt arrangement is unusual in 
that the MOF is in the position of both shareholder and 
lender. Although governed by the terms of ADB’s on-
budget assistance, any debt DABS owes to the MOF is 
intra-governmental.575 In the event that DABS was unable 
to service its debt, the central government may have the 
option of restructuring or writing it off.

USAID emphasized that the greater threat to the 
utility’s financial sustainability is DABS’s reliance on 
imported electricity. Because those imports are pur-
chased in U.S. dollars, they become more expensive 
as the afghani depreciates.576 DABS, too, underscored 
this challenge.577 

Illustratively, Afghanistan’s reliance on power imports 
partly drove the hit to DABS’s income statement in 
FY 1394—the only year in which DABS showed a loss 
in its October presentation, previously addressed cave-
ats to the numbers notwithstanding. In this instance, 
the loss occurred in a unique year that saw substantial 
movements in both exchange rates and power-purchase 
costs. Tracking the movement of average annual 
exchange rates, the afghani depreciated 11.2% against 
the U.S. dollar, year-on-year from FY 1393–FY 1394.578 
The cost of imported electricity increased by 15% over 
the same time period.579

More recently, however, depreciation of the afghani 
against the U.S. dollar has stabilized, decelerating to 

1.5% in FY 1395–FY 1396.580 From FY 1395 through the 
first three quarters of FY 1396, the average price of 
imported electricity had also stabilized, SIGAR analysis 
of CSO data shows.581 

If both the AFN/USD exchange rate and the dollar 
cost of imported electricity remain relatively stable, 
then the main sensitivity for future import costs may 
be volume. USAID said that dependence on imports 
from neighboring countries was likely to increase in the 
short to medium term, as Afghanistan recently penned 
an agreement to increase imports from Turkmenistan 
by 3,000 MW.582 DABS’s ability to absorb financially 
the terms of this and other agreements with neighbors 
depends in part on its ability to generate cash from 
operations.583 However, it may not be possible to deter-
mine whether DABS is able to generate sufficient cash. 
The DABS audited financial statements released in 
November 2017—the most recent reliable data—were 
current as of March 19, 2016. More recent information 
is difficult to interpret: USAID emphasized that “data on 
DABS’s financial status varies by source.”584 

Ultimately, this situation presents donors with sig-
nificant problems: if information on DABS’ financial 
position varies or is simply out of date, it may not be 
possible to determine how much assistance it needs or 
whether that assistance is effective. USAID expressed 
serious concerns about DABS’s lack of capacity this 
quarter.585 SIGAR echoes them. Accordingly, SIGAR 
signed a memorandum of understanding with DABS this 
quarter that will allow SIGAR to conduct a review of the 
utility’s management and expenditure of donor funds.586
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As a result, substations to be constructed along the planned NEPS-SEPS 
Connector, which runs from Ghazni to Kandahar, as well as USAID’s contri-
bution to the completion of SEPS—its “SEPS Completion” project—will be 
completed off-budget.587 USAID will continue to fund only those on-budget 
power projects whose implementation has already started. Those projects 
include the NEPS-SEPS Connector transmission line.588 

In addition to moving power-infrastructure projects off-budget, USAID 
cancelled on-budget funding for three commercialization projects where 
implementation was no longer feasible with DABS.589 USAID explained that 
those funds, drawn from Economic Support Fund (ESF) monies, will be 
made available for reprogramming into new power-sector projects, or to 
replace any Afghanistan Infrastructure Fund (AIF) resources transferred 
to USAID by DOD that are at risk of cancelling in September 2019 and 
September 2020 before the NEPS-SEPS Connector and SEPS Completion 
projects are fully constructed. Emphasizing the risk of fund cancellation, 
USAID noted that $8.7 million of $101 million in previous AIF funding set 
aside for construction of the first section of the NEPS-SEPS Connector 
from Kabul to Ghazni had canceled in September 2017 as a result of 
insufficient disbursements.590 

ESF funds backfilling any AIF cancellations may be used to complete 
PTEC infrastructure projects because implementation challenges—among 
them land-tenure issues and inefficiencies and irregularities with the Afghan 
procurement process—delayed on-budget contract awards. These delays, and 
USAID’s pause of the projects, will result in a one-year gap between the com-
pletion of the NEPS-SEPS Connector transmission line and the construction 
of substations along the line. USAID said that this will, in turn, delay systems 
integration and electricity distribution to DABS customers. Moreover, erected 
but unenergized lines invite theft of their copper content.591

USAID’s decision to move funding off-budget and its energy-sector 
assessment final report suggest that USAID’s confidence in DABS has dete-
riorated.592 USAID emphasized that while channeling assistance on-budget 
confers certain benefits, including host-government ownership of develop-
ment projects, it also carries potential pitfalls. The agency noted SIGAR’s 
past warnings regarding on-budget assistance, citing SIGAR’s October 
2017 audit of FY 2011 AIF projects and SIGAR’s 2017 High-Risk List, both 
of which underscored the inability of Afghan government entities to effec-
tively manage on-budget funds.593

In Table 3.16 on the next page, SIGAR reproduces a key table from 
USAID’s energy-sector assessment. It provides a breakdown of remaining 
power infrastructure projects, the estimated cost to complete those proj-
ects, budgeted amounts for AIF and ESF funds, AIF funds that may have 
to be returned due to cancellation, and ESF monies set aside to complete 
PTEC power infrastructure projects. Because the latter two figures are 
identical, they are presented in a single column.
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SIGAR AUDIT
Due to concerns regarding DABS’s 
capacity to manage donor funds, 
SIGAR discussed the need for greater 
transparency at the utility with 
President Ghani in February 2018. 
As a result of that discussion, SIGAR 
and DABS signed a memorandum of 
understanding that allows SIGAR to 
review DABS’s use and management 
of past and current donor funds. The 
review is expected to commence in the 
summer of 2018. 

MEC Qualifies its Corruption Vulnerability Assessment of DABS
Last quarter, SIGAR reported that the Independent Joint Anti-Corruption 
Monitoring and Evaluation Committee (MEC) released a corruption-
vulnerability assessment of the state-owned DABS electric utility. Among 
other findings, the MEC concluded that DABS lacked a reliable fixed-assets 
registry and that “warlords” had been able to steal more than 350,000 square 
miles of land and nearly 100 buildings from DABS.594

The MEC also stated, “DABS received AFN 12.5 billion from donors and it 
is shown in balance sheet in the form of assets, but the donors are claiming 
that they have contributed around $4 billion which equals AFN 220 billion to 
the energy sector in Afghanistan, [which] means billions of AFN is missing.”595 
The MEC derived this figure from SIGAR’s July 2014 Quarterly Report to the 
United States Congress. Following the release of the MEC report, SIGAR 
noted that these figures not only included technical assistance, which would 
likely not be reflected directly in the value of assets on DABS’ balance sheet, 
but also represented appropriated, rather than disbursed monies.596 

Whereas appropriations are monies available for commitments, disburse-
ments are funds that have actually been expended (see page 72 of the Status 
of Funds section of this report for an overview of funds terminology). A 
disbursement figure for U.S. government spending on power infrastructure 
projects, in other words, would have served as a more accurate basis of 
comparison to DABS’ balance sheet (other nuances aside).

This quarter, the MEC released an addendum to its corruption-vulner-
ability assessment of DABS that both retracted and qualified its original 
statement regarding “missing” funds at the utility. In the addendum, the 
MEC said the original calculation it had performed accounted for neither 
the distinction between “pledged” and disbursed funds, nor the difference 
between on- and off-budget funding, each of which has “markedly different 
implications for financial record-keeping.”597

TABLE 3.16

REMAINING PTEC NEPS-SEPS POWER INFRASTRUCTURE PROJECTS – FUNDING BREAKDOWN AS OF FEBRUARY 28, 2018

 Activity
Estimated Cost to 

Complete
Budgeted AIF  

($ MILLIONS)
Budgeted ESF 

($ MILLIONS)

AIF Potential Return/ 
ESF Reserve ($ MILLIONS)a

NEPS-SEPS Connector Transmission Line (on-budget) $125 $115 $10 $15 

NEPS-SEPS Connector Substation - Kandahar City (off-budget) 65 65 0 65 

NEPS-SEPS Connector Substation - Qalat, Zabul (off-budget) 25 0 25 0 

SEPS Completion (off-budget) 65 55 10 30 

Total: Planned Construction $280 $235 $45 $110 

NEPS-SEPS Connector remaining three substations (subject to funds availability)b $80 $0 $0 $0 

Note:
a ESF budget held in reserve for completion of PTEC construction in case of AIF cancellation.
b Three remaining NEPS-SEPS Connector substations are not considered in the budget. One or more of the substations could be funded if ESF reserve is not needed to substitute for canceled AIF.

Source: Reproduced from USAID, Afghanistan Energy Sector Technical Assessment Final Report, 2/28/2018, p. 8.
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The MEC’s qualifications notwithstanding, SIGAR reemphasizes that it 
has long been concerned about U.S. on-budget assistance to DABS. The U.S. 
has provided $222.2 million of bilateral on-budget assistance to DABS as 
of April 18, 2018.598 As discussed earlier in this section, USAID decided this 
quarter to move nearly $400 million of funds designated for on-budget dis-
bursement through DABS off-budget.599 USAID’s energy sector assessment 
emphasized that DABS demonstrated significant shortcomings in its ability 
to manage and oversee construction activities, and that it had “serious con-
cerns” about the integrity of the Afghan government’s procurement process.600

Afghanistan Infrastructure Fund Power Projects:  
DOD Transfers NEPS II and NEPS III Afghan Government
AIF projects were initiated to support critical counterinsurgency and 
economic-development objectives in Afghanistan. Although DOD’s mis-
sion has since evolved to advising and assisting Afghan security forces and 
ministries, as well as counterterrorism operations, it is still focused on com-
pleting the AIF-funded portions of the NEPS and SEPS.601

AIF projects use FY 2011–FY 2014 appropriated funds. No additional 
AIF money was appropriated in subsequent fiscal years, but up to $50 mil-
lion from both the FY 2017 and FY 2018 Afghanistan Security Forces Fund 
(ASFF) may be used under limited circumstances to help finish existing 
projects.602 On September 22, 2017, DOD notified Congress that it would use 
as much as $8 million of the FY 2017 ASFF to help complete phase one of 
the NEPS Arghandi to Gardez transmission line project.603

As of February 28, 2018, USFOR-A had completed six AIF power projects. 
Four projects were phases of the now-concluded Kandahar Power Bridging 
Solution, which provided fuel and technical support for diesel power plants 
in Kandahar City while turbine-installation work at Kajaki Dam was under 
way. Late last quarter, construction was completed on two additional proj-
ects, NEPS II—which consisted of a transmission line from Pul-e Alam to 
Gardez and a substation—and NEPS III—transmission lines from Charikar 
to Gul Bahar and from Gul Bahar to Nejrab, as well as one substation. Both 
of those projects were handed over to the Afghan government in January 
2018. Additionally, although the overall project was 92% complete as of 
February 28, 2018, USFOR-A informed SIGAR that it had handed over the 
NEPS I transmission line from Arghandi to Pul-e Alam to the Afghan govern-
ment. USFOR-A currently has a total of four ongoing power projects, while 
USAID has three, as shown in Table 3.17 on page 172.604

ECONOMIC GROWTH
Afghanistan ranked 183rd of 190 economies in the World Bank’s Doing 
Business 2018 report on regulatory quality and efficiency, unchanged 
from last year’s ranking.605 Since the 2017 report, Afghanistan substantially 

SIGAR INSPECTION
DOD has turned over its NEPS III 
Afghanistan Infrastructure Fund project, 
which constructed transmission lines 
and substations in Parwan and Kapisa 
Provinces, to the Afghan government. 
However, a SIGAR inspection released 
this quarter found that the United 
States Army Corps of Engineers had 
mismanaged the project, which is 
currently not operational due to 
unresolved land-acquisition and right-
of-way issues. For more see pp. 27–29 
in Section 2 of this report. 
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increased the cost of starting a business at incorporation. Entrepreneurs 
are now required to pay the business license fee for three years, raising 
the cost from the equivalent of 19.9% to 82.3% of income per capita.606 As 
a result, Afghanistan’s rank for starting a business declined significantly, 
from 42nd last year to 107th this year. Afghanistan remains nearly last in 
dealing with construction permits (185), getting electricity (163), register-
ing property (186) and enforcing contracts (181). It remains second-worst 
(189) in protecting minority investors. Its rank for getting credit (105) was 
its best score.607

USAID has cumulatively disbursed over $1.2 billion for economic-growth 
programs in Afghanistan.608 USAID’s active economic-growth programs have 
a total estimated cost of $396 million and can be found in Table 3.18.

TABLE 3.17

AFGHANISTAN INFRASTRUCTURE FUND POWER PROJECTS AS OF FEBRUARY 28, 2018 ($ MILLIONS)

AIF Project Description
Notified 
Amount Obligated Disbursed

Percent 
Completed

Completion 
Date

AI
F 

FY
 2

01
1

Kandahar Power Bridging Solution Provides fuel and O&M for diesel generators in Kandahar City. $40.5 $39.1 $39.1 100% Complete

SEPS - Kajaki Dam to Lashkar Gaha Repair, install transmission lines; rebuild, construct power substations. 130.0 57.5 57.5 N/A N/A

NEPS - Arghandi to Ghazni
Design, construct transmission lines and substations  
(first segment of NEPS-SEPS connection). USAID: PTEC project

101.0 101.0 96.5 100 Complete

NEPS - Arghandi to Pul-e Alam Design, construct transmission line, towers, and power substation. 93.7 50.3 47.1 92 5/13/2018

AI
F 

FY
 2

01
2 Kandahar Power Bridging Solution Provides fuel and O&M for diesel generators in Kandahar City. 67.0 64.7 64.7 100 Complete

SEPS - Durai Junction to Maiwand Design, construct transmission line; rebuild and construct substations. 40.0 28.5 26.9 93 4/30/2018

NEPS - Pul-e Alam to Gardez Design, construct transmission line, towers, and power substation.
120.0

68.5 67.4 100 Complete

NEPS - Charikar to Gul Bahar and Nejrab Design, construct transmission lines, towers, and power substation. 38.8 37.9 100 Complete

AI
F 

FY
 2

01
3

Kandahar Power Bridging Solution Provides fuel and O&M for diesel generators in Kandahar City. 37.0 34.0 34.0 100 Complete

NEPS - Charikar to Gul Bahar and Nejrab Design, construct transmission lines, towers, and power substation. 33.0 24.1 23.6 100 Complete

SEPS Completion - Phase I

Civil, structural, architectural improvements to substations in Tangi, Sangin 

North and South. 75.0 63.1
7.8 85 5/31/2018

39.7 86 3/31/2019Design, construct, transmission lines from Sangin North to Lashkar Gah. 

NEPS - SEPS Connector,  
Ghazni to Kandahar b

Design, Construct transmission line and substations. Final phase of  

NEPS-SEPS connector.  USAID: PTEC project
179.5 330.0 10.5 13c 12/31/2020d

AI
F 

FY
 2

01
4 Kandahar Power Bridging Solution Provides fuel and O&M for diesel generators in Kandahar City 4.0 3.9 3.9 100 Complete

SEPS Completion - Phase II e
Design, construct transmission line, and install equipment and 
commission substations. USAID: PTEC project

55.0 55.0 0.0 0 TBD

NEPS - Gardez to Khowst
Design, construct transmission line and substations. DOD's final 
contribution to NEPS.

130.0 121.3 77.8 69 12/18/2018

Note: For DOD projects, schedule status is as of March 18, 2018, and financial status as of February 28, 2018. For USAID projects, financial status is as of March 20, 2018, schedule status as of 
April 18, 2018.
a Terminated due to out-of-scope security costs.
b The original project scope included five substations. This quarter, USAID said it plans to construct two substations, both off-budget. Completion of the remaining three will be funded only if ESF 

reserves are not required to substitute for canceled AIF funds. USAID has reserved $80 million in ESF funds to complete the NEPS-SEPS Connector in the event that AIF funds expire. Obligated 
figure includes additional, non-AIF USAID funding.

c TL 13% complete based on processed invoices, not percentage constructed. SIGAR will standardize completion percentage in future quarters. USAID provided no completion percentage figure 
for substations.

d USAID told SIGAR that the completion dates for the NEPS-SEPS Connector transmission line and substations would likely be January 1, 2020, and the “end of 2020,” respectively.
e USAID has reserved $30 million in ESF monies to substitute for AIF funds in the event they cancel.

Source: USFOR-A, JENG, FY 2011–2014 AIF Program Status Report, 2/28/2018; USACE, Garrison and Infrastructure Working Group, AIF Status Sheet, 2/28/2018; USAID, OI, response to SIGAR 
data call, 3/20/2018 and 3/24/2017; USAID, Afghanistan Energy Sector Technical Assessment Final Report,  2/28/2018, p. 8; USAID, response to SIGAR vetting, 4/7/2018; DOD, response to 
SIGAR vetting, 4/13/2018; USAID, response to SIGAR vetting, 4/7/2018 and 4/18/2018.
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USAID Office of Economic Growth Portfolio Review  
Provides Window into Forthcoming Strategy
As reported earlier, USAID is developing its first Country Development 
Cooperation (CDCS) strategy.609 Last quarter, USAID told SIGAR it expects 
the CDCS to be completed by the summer of 2018.610 

USAID said it plans to help Afghanistan produce private-sector-driven, 
export-led growth by increasing the country’s competitiveness and export 
capacity. USAID expects these efforts to “bridge the massive trade deficit, 
improve the fiscal strength of the government, and create millions of sus-
tainable private sector jobs.”611 The agency added that the CDCS, which will 
cover the years 2018–2021, will not only support President Trump’s broad 
vision for the region, but also U.S. military efforts and the Afghan govern-
ment’s National Peace and Development Framework, which describes 
Afghanistan’s plan to achieve self-reliance. USAID hypothesizes that the 
combination of export-led economic growth; additional gains in education, 
health, and women’s empowerment; and increased Afghan government 
accountability to its citizens will create a “more inclusive, economically 
viable, and self-reliant country.”612

This quarter, USAID’s Office of Economic Growth (OEG) provided a 
portfolio review presentation that provided greater insight into what the 

TABLE 3.18

USAID ACTIVE ECONOMIC-GROWTH PROGRAMS

Project Title Start Date End Date
Total Estimated  

Cost
Cumulative Disbursements, 

as of 4/18/2018

Assistance in Building Afghanistan by Developing Enterprise (ABADE) 10/16/2012 7/15/2018 $104,997,656 $104,949,972

Afghanistan Trade and Revenue Project (ATAR) 11/7/2013 2/28/2018  77,754,266  75,853,097 

Women in the Economy (WIE) 7/1/2015 6/30/2019  71,571,543  28,476,213 

Afghanistan Workforce Development Program (AWDP) 4/5/2012 6/30/2018  44,919,458  41,482,402 

Multi-Input Area Development-Global Development Alliance 3/23/2013 6/15/2018  22,445,265  21,283,571 

Multi-dimensional Legal Economic Reform Assistance (MELRA) 2/7/2018 2/6/2023  19,990,260 0

Extractive Technical Assistance by USGS 1/1/2018 12/31/2022  18,226,206 0

Afghanistan Investment Climate Program 3/27/2015 3/26/2020  13,300,000  2,870,959 

Commercial Law Development Program 3/1/2014 9/30/2019  13,000,000  9,714,493 

Rebranding Afghanistan: Creating Jobs, Changing Perceptions, Empowering Women 11/2/2015 11/1/2018  4,800,000  3,900,000 

Afghanistan International Bank Guarantee Agreement 9/27/2012 9/27/2020  2,000,000  520,800 

Development Credit Authority (DCA) with FINCA, OXUS, and First Microfinance Banks 9/25/2014 9/24/2020  1,958,000 0

Afghanistan Loan Portfolio Guarantee 9/27/2017 9/26/2023  665,820 0

Total $395,628,474 $289,051,508

Source: USAID, response to SIGAR data call, 4/18/2018.
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CDCS may entail. The portfolio review described Afghanistan’s numerous 
economic challenges, including per-capita GDP “stalled” at $596—which 
actually represented a decline from the $630 presented for 2012. Additional 
challenges, among others, included widespread unemployment, currently 
estimated at 24.6% by the World Bank. Fifty percent of women, the review 
pointed out, were unemployed, while unofficial estimates of total unem-
ployment (men and women) were between 30% and 40%.613

The portfolio review described several steps OEG planned to take in 
order to support a strategy underpinned by “private sector export-led eco-
nomic growth.” With the goal of increasing exports from the stated present 
level of $0.75 billion to $2 billion by 2020, OEG appeared to be considering 
a combined strategy of export facilitation and export promotion. While 
export facilitation would involve continued support for Afghanistan’s air 
cargo initiatives and potential Export Processing Zones (EPZs) to both 
promote exports and attract foreign direct investment, export promo-
tion would involve a combination of international trade events, support 
for World Trade Organization standards compliance, as well as regional 
integration with neighboring trading partners. Several upcoming OEG 
procurements were described in the presentation. Of the seven procure-
ments listed, two involve market research into how to best support Afghan 
exports, two are designed to help create a better enabling environment, and 
three entail direct support to exports—for example, through organizing and 
managing trade shows.614 SIGAR will track these new programs as they are 
procured and initiated.

EDUCATION
After decades of intermittent conflict, education in Afghanistan has been 
highlighted as one of the country’s success stories. Some one million stu-
dents attended school in 2002, a figure that recently rose to 9.2 million, 
according to USAID, which relies on data from Afghanistan’s Ministry of 
Education (MOE).615 Of that number, about 8.95 million students were 
enrolled in grades 1–12, according to the MOE.616 The MOE counts students 
who have been absent for up to three years as enrolled because, it says, 
they might return to school.617 Despite significant improvements, the educa-
tion sector still faces numerous challenges, including poor data reliability, 
insecurity, shortages of school buildings and textbooks, rural access issues, 
and the alleged appointment of teachers on the basis of cronyism and brib-
ery, among others.618

Progress on Girls’ Education Remains Tenuous
According to the latest Implementation Status and Results Report for the 
World Bank-administered and partially U.S.-funded Second Education 
Quality Improvement Program (EQUIP II), progress towards increasing 

SIGAR SPECIAL PROJECT
This quarter, SIGAR released the 
results of site visits at 24 schools in 
Kabul Province that were either built or 
rehabilitated by USAID. SIGAR found 
that all 24 schools were open and in 
generally usable condition. However, 
SIGAR also found that there may be 
problems with student and teacher 
attendance and staffing at several of 
the schools. Many schools also had 
structural deficiencies. For more, see 
pp. 32–33 in Section 2 of this report. 
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equitable access to education, particularly for girls, was only “moderately 
satisfactory.” Overall, the report assessed the project an overall risk rating 
of “substantial.”619

Data presented in the World Bank’s assessment show that although 
total school enrollment for Afghan girls increased by 76% (1.47 million) 
from a baseline of 1.93 million in January 2008 to 3.4 million in December 
2017, boys enrollment increased by a larger number—from 3.39 million in 
2008 to 5.5 million in 2017 (an increase of 63%). As a result, although more 
girls attend school in Afghanistan today, the overall ratio of girls to boys in 
school increased by only five percentage points (from 0.57 to 1, to 0.62 to 1), 
relative to 2008 baselines.620 The report’s figures reflect a 13-percentage-
point (or about 16%) difference between actual (0.66) and target (0.79) 
ratios of girls to boys in grades 1–3. That number recently declined over a 
six-month period from 0.68 in May 2017 to 0.66 in December 2017.621 

Based on these World Bank-reported figures, while education access for 
girls has increased overall, gains in equality of access appear to have been 
much more modest, despite the many efforts of EQUIP II and other donor 
programs. One possible explanation advanced by Human Rights Watch in 
October 2017 is that deteriorating security has impacted girls’ education dis-
proportionately, as families in violent areas “clamp down first on girls going 
to school, even while boys continue to attend.”622

USAID Programs Focus on Increasing Access,  
Improving Literacy, and Enhancing Employability
USAID aims to improve equitable access to quality education in Afghanistan 
through community-based classes in both remote and urban regions. 
USAID also seeks to develop relevant, in-demand technical skills to bet-
ter prepare Afghans for employment. Its programs focus on early-grade 
reading, textbooks and other learning materials, and raising literacy rates 
through teacher and educator training.623 The agency will articulate future 
plans in a Country Development Cooperation Strategy (CDCS) currently 
under development.624 

USAID had disbursed approximately $979 million for education pro-
grams in Afghanistan, as of April 18, 2018.625 USAID’s active education 
programs have a total estimated cost of $499 million and can be found in 
Table 3.19 on the next page.

University Support and Workforce Development Program: 
Project Ongoing, but Appears Off-Pace on Several 
Performance Indicators
With a period of performance of January 2014–December 2018, USAID’s 
$91.9 million University Support and Workforce Development Program 
(USWDP) is USAID’s largest ongoing education initiative in Afghanistan. 
USWDP is a capacity-building program aimed at improving management 

SIGAR SPECIAL PROJECT
This quarter, SIGAR released the results 
of site inspections carried out at six 
schools in Kunduz Province. SIGAR 
found that all six schools were open 
and in generally usable condition. 
However, SIGAR assessed that there 
may be problems with student and 
teacher absenteeism at all six schools, 
and that several schools appeared to 
have structural deficiencies. 
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within the Ministry of Higher Education (MOHE) and Afghanistan’s 11 
public universities. With the goal of increasing both the quality of higher 
education and its relevance to the demands of Afghanistan’s labor market, 
USWDP is assisting the MOHE implement key strategies designed to pro-
mote high-quality education and employment opportunities to Afghans.626

In its latest quarterly performance report, which covered October–
December 2017, USWDP implementers continued efforts aimed at 
strengthening the capacity of Afghanistan’s Ministry of Higher Education 
to implement and monitor accreditation standards and quality assurance. 
Among other activities, USWDP supported several workshops and pro-
vided technical input at the weekly board meetings of the MOHE’s Quality 
Assurance and Accreditation Directorate.627

USWDP also provided an update on progress towards achievement of 
program performance indicators. While USWDP reported that, to date, 
72% of graduates from tertiary education programs supported by the U.S. 
government indicated through a phone survey that they were employed—a 
figure close to its program target of 75%—just 209 respondents reported 
that their employment was “new or better.” Although USWDP will end its 
programming in December 2018, USWDP has achieved only 18.5% of its end 
goal of 1,129 on this performance indicator.628

SIGAR ALERT LETTERS
This quarter, SIGAR sent separate 
alert letters informing USAID of severe 
structural deficiencies in two schools 
in Baghlan Province funded under 
cooperative agreements with USAID 
and rehabilitated by the International 
Organization for Migration. SIGAR 
emphasized that school buildings were 
in danger of collapsing, in one case 
due to significant blast damage. 

TABLE 3.19

USAID ACTIVE EDUCATION PROGRAMS

Project Title Start Date End Date
Total Estimated 

Cost

Cumulative 
Disbursements,  

as of 4/18/2018

Afghanistan University Support and Workforce Development Program 1/1/2014 9/30/2019 $91,927,769 $65,686,571

Increasing Access to Basic Education and Gender Equality 9/17/2014 12/31/2019  77,402,457  77,402,457 

Textbook Printing and Distribution II 9/15/2017 12/31/2019  75,000,000 0

Afghans Read Program (ARP) 4/4/2016 4/3/2021 69,547,810 16,802,918

Support to the American University of Afghanistan (AUAF) 8/1/2013 11/29/2019 64,400,000 48,933,222

Strengthening Education in Afghanistan (SEA II) 5/19/2014 9/30/2020 44,835,920 24,244,707

Let Girls' Learn Initiative and Girls' Education Challenge Programme (GEC) 6/29/2016 6/28/2021 25,000,000 5,000,000

Capacity Building Activity at the Ministry of Education 2/1/2017 1/31/2022 23,212,618 3,954,850

Afghanistan's Global Partnership for Education 10/11/2012 6/30/2019 15,785,770 7,666,204

Assessment of Learning Outcomes and Social Effects in Community-Based Edu. 1/1/2014 12/31/2018 6,288,391 5,191,110

Financial and Business Management Activity with AUAF 7/5/2017 1/4/2019 4,384,058 447,450

PROMOTE Scholarships PAPA 3/4/2015 3/3/2020 1,247,522 1,247,522

Total $499,032,315 $256,577,011

Source: USAID, response to SIGAR data call, 1/17/2018.
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Although the number of academic studies produced by students or fac-
ulty members supported by the U.S. government rose significantly in the 
first quarter of FY 2018 from four to 12, USWDP appears unlikely to meet its 
program target of 35. Moreover, only four universities supported by the U.S. 
government were “exercising elements of financial autonomy,” short of the 
program target of 10.629

HEALTH
Despite persistent instability in Afghanistan, the country’s health outcomes 
have improved dramatically since 2001. Maternal mortality rates have 
declined from 1,100 deaths per 100,000 live births in 2000 to 396 in 2015, 
according to United Nations estimates—a decline of 64%. During the same 
period, the under-5 child mortality rate dropped 34%, from 137 to 91 deaths 
per 1,000 live births. Newborn mortality rates, meanwhile, fell by 32%.630

However, the World Bank emphasized in February 2018 that much 
room for improvement remained.631 For example, according to UNICEF, 
Afghanistan’s newborn mortality rate still ranks the second highest among 
those of 31 low-income countries, and the total number of newborn deaths 
in 2016—about 46,000—places Afghanistan tenth highest among all coun-
tries. Of the other nine countries in the top 10, Afghanistan has the lowest 
population. The United Republic of Tanzania, whose population is 58% 
larger than Afghanistan’s, reported approximately the same number of new-
born deaths in 2016.632

Afghanistan lacks substantial capacity to meet these many health chal-
lenges independently. Afghanistan’s Independent Administrative Reform 
and Civil Service Commission (IARCSC) praised the Ministry of Public 
Health in an assessment released this quarter for formulating sound proce-
dures and policies. But IARCSC noted that in most provinces, international 
nongovernmental organizations provided the majority of health services. 
IARCSC added, “The health sector will be paralysed if the donor agencies 
end their contributions.”633

To some extent, insecurity also impacts health-delivery services. The 
United Nations Assistance Mission in Afghanistan recorded seven conflict-
related incidents that targeted health-care personnel and facilities from 
October–December 2017. This figure was 11 incidents fewer than the 18 
reported by UNAMA in the previous quarter, a drop of 61%.634

USAID Health Programming:  
Objective is to Sustain and Bolster Gains
U.S.-funded health-sector programs aim to preserve and enhance gains 
made since 2002. USAID assistance to the Ministry of Public Health 
(MOPH) includes capacity-building, training, and quality-assurance 

SIGAR SPECIAL PROJECT
This quarter, SIGAR published the 
results of site inspections conducted 
at three health facilities in Kandahar 
Province that were constructed or 
rehabilitated using funds from the 
Commander’s Emergency Response 
Program (CERP). SIGAR found that 
DOD-provided locations for the 
facilities were accurate and that 
all three facilities were operational, 
equipped with supplies, electrified, and 
had access to running water. For more, 
see p. 32 in Section 2 of this report. 
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activities to strengthen the ministry’s management and control over health-
care delivery across Afghanistan.635 

USAID believes that the MOPH’s ability to deliver quality health-care 
through the Basic Package of Health Services (BPHS) and Essential 
Package of Hospital Services (EPHS)—the cornerstone of public sector 
health-service delivery in Afghanistan—is critical to improving health out-
comes for those who cannot access or afford private care.636 

USAID also believes that assisting the Afghan government with health 
care delivery will increase the population’s support for the government, 
clarifying that “Healthy people and healthy communities are the bedrock 
of a peaceful and stable nation.” USAID said that, among other refinements 
to its health-sector strategy following the announcement of the new South 
Asia strategy, it is considering a focus on urban centers and private-sector 
engagement in order to further improve health outcomes.637

USAID on-budget assistance to the MOPH provides basic health care 
and essential hospital services. Off-budget assistance includes activities 
to strengthen health systems, engage the private sector, reduce child and 
maternal deaths, reduce tuberculosis-related deaths, reduce child undernu-
trition, improve the use of modern family-planning methods, and eliminate 
polio.638 U.S. on- and off-budget assistance to Afghanistan’s health sector 
totaled more than $1.2 billion as of April 18, 2018.639 USAID’s active health 
programs have a total estimated cost of $228 million, and are listed in 
Table 3.20 on page 179.

USAID’s Health Sector Resiliency Program Descoped
USAID’s Health Sector Resiliency (HSR) program aims to reform and 
strengthen Afghanistan’s health-care system in order to render it more 
self-reliant. Technical objectives include increased accountability and 
governance in the health sector, as well as increased government financ-
ing for priority health services.640 The program was initiated in 2015 and is 
expected to end in September 2020.641

Although HSR was previously USAID’s third-largest active health pro-
gram in Afghanistan with a total estimated cost of nearly $38 million, the 
project was descoped this quarter.642 USAID said it descoped the program 
to align it with broader budget reductions to USAID’s assistance efforts in 
Afghanistan, as well as to the Office of Health and Nutrition specifically. 
USAID said the descoping would not affect the project’s or the Government 
of Afghanistan’s key health-sector priorities. Budgeted costs were reduced 
by about $10.3 million to $27.6 million, a 27% drop. The program’s chief of 
party also changed. According to USAID, this change was made to align the 
project with the revised expectations and scope.643

BPHS: provides primary health-care 
services—such as immunizations and 
prenatal care—at small and rural health 
clinics, and forms the core of health-
service delivery for all primary-care 
facilities in Afghanistan. 
 
EPHS: outlines the medical services each 
type of hospital in the Afghan health-care 
system should provide in terms of general 
services, staff, equipment, diagnostic 
services, and medications while promoting 
a health-referral system that integrates the 
BPHS with hospitals.

Source: SIGAR 13-9-AR, Health Services in Afghanistan: Two 
New USAID-Funded Hospitals May Not be Sustainable and 
Existing Hospitals are Facing Shortages in Some Key Medical 
Positions, 4/2013, p. 1. 
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Polio
Afghanistan and Pakistan, which share a 1,500-mile border, are the only two 
countries where polio remains endemic.644 Large-scale population move-
ments between Afghanistan and Pakistan increase the risk of cross-border 
transmission, and a fatwa issued by the Pakistani Taliban targeting polio 
workers complicates vaccination outreach.645 The Taliban have falsely 
referred to polio-vaccination drops as “poison,” and began targeted killings 
of polio workers in June 2012—one year after the U.S. military raid that 
killed Osama bin Laden in Abbottabad, Pakistan.646 Pakistani doctor Shakil 
Afridi led a hepatitis B vaccination campaign that assisted the Central 
Intelligence Agency in tracking bin Laden down. The campaign’s association 
with the bin Laden raid has reportedly set back polio-vaccination efforts.647

As of March 31, 2018, seven new polio cases were reported in 
Afghanistan in 2018, the most recent of which were recorded in Kandahar 
and Kunar Provinces.648 According to the United Nations Children’s Fund 
and the World Health Organization, there were 13 officially reported cases 
in 2017—unchanged from 2016.649 However, UNAMA reported that the total 
number of cases in Afghanistan in 2017 was 14, as of February 27, 2018. 
According to UNAMA, five of those cases occurred in Kandahar’s Shah Wali 
Kot district, which vaccination workers could not access for six months in 
2017.650 As of August 31, 2017, USAID had obligated about $28.5 million and 
disbursed about $28.4 million for polio-eradication efforts in Afghanistan 
since 2003.651

TABLE 3.20

USAID ACTIVE HEALTH PROGRAMS

Project Title Start Date End Date
Total Estimated  

Cost
Cumulative Disbursement,  

as of 4/18/2018

Initiative for Hygiene, Sanitation, and Nutrition (IHSAN) 5/11/2016 5/10/2021 $75,503,848 $7,325,721

Helping Mothers and Children Thrive (HEMAYAT) 1/7/2015 1/6/2020 60,000,000 39,376,331

Health Sector Resiliency (HSR) 9/28/2015 9/27/2020 27,634,654 12,313,238

Disease Early Warning System Plus (DEWS Plus) 1/1/2015 12/30/2020 32,728,000 24,388,615

Enhance Community Access, Use of Zinc, Oral Rehydration Salts for 
Management of Childhood Diarrhea

7/21/2015 7/7/2020 15,002,610 13,000,000

Challenge Tuberculosis 1/1/2015 9/29/2019 15,000,000 8,189,395

Global Health Supply Chain Quality Assessment 1/2/2015 1/1/2020 1,500,000 1,500,000

Global Health Supply Chain-Procurement and Supply Management-HIV/
AIDS Task Order #1

4/15/2015 9/29/2021 176,568 176,568

Total $227,545,680 $106,269,868

Source: USAID, response to SIGAR data call, 4/18/2018.




