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A. Overview 
 

1. Road transport is the predominant mode of transport in Nepal, accounting for 90% of the 
movement of passengers and goods. The demand for air transport is increasing as services 
become more accessible and affordable. India’s eastern port of Kolkata has been used as 
Nepal’s gateway to the sea. Poor connectivity is a key binding constraint to inclusive growth in 
the country, limiting opportunities for nonagricultural employment. The cost of importing and 
exporting a container is the highest in South Asia.2 
 

2. Road subsector. Of the 25,115 kilometers (km) of Nepal’s strategic road network (SRN) 
as of FY2012, about 7,474 km are paved, 6,077 km graveled, and 11,565 km unpaved.3 Road 
network density is low, at 14 km per 100 square km and 0.9 km per 1,000 people.4 Due to the 
mountainous terrain in the north, more than 60% of the road network is concentrated in the 
lowland Terai area. Traffic flow on the East–West Highway is greatest in the east and least in 
the west. In 2011, 80% of the population lived within 30 minutes’ walk to a dirt road usable by a 
motor vehicle, and 51% resided within 30 minutes of a paved road.5 Two district headquarters, 
Dunai in Dolpa District and Simikot in Humla, are still not connected to the SRN. Only 48% of 
the SRN is paved, of which 90% is in good or fair (i.e., maintainable) condition. The remaining 
10%–6.7% of the paved highways and 15% of the paved feeder roads need urgent rehabilitation 
or reconstruction.6 Rapid urbanization in the Kathmandu Valley is posing significant challenges 
to sustainable urban development. Population growth rate in the valley was 6.1% a year 
between 2001 and 2011, compared with the national average of 1.35%. Continued dependence 
on fossil fuels to power transportation is resulting in a rapid increase in greenhouse gas 
emissions and air pollution. Given Nepal’s large hydropower potential, moving toward more 
environmentally sustainable modes of public transportation would make sense.  
 

3. Air transport subsector. Air transport plays a vital role in linking the remote hill and 
mountainous areas to the main population regions and is crucial to the tourism industry. Nepal 
has 48 airports: one international airport—Tribhuvan International Airport (TIA) in Kathmandu; 
four regional airports, and 43 short takeoff and landing strips. TIA recorded traffic totaling 2.7 
million international and 1.58 million domestic passengers in 2011. This is forecast to increase 
to 7.50 million passengers a year by 2016 and to 9.30 million passengers annually by 2028. TIA 
handled a daily average of 279 flights in 2011—62 international and 217 domestic. The 
international terminal at TIA is nearing its passenger capacity and the domestic terminal is 
operating beyond its capacity. The airside facilities (runways, taxiways, aprons, etc.) are not 
fully compliant with international safety standards. Most of the short takeoff and landing strips in 
remote areas are unpaved, have no terminal facilities, and lack modern communication, 
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navigation, and weather equipment. Despite these challenges, the subsector holds great 
potential for public–private-partnerships (PPP). The government has indicated significant 
interest and taken some initiatives to allow the private sector to manage some of its airports, 
including TIA. While the government-owned Nepal Airlines Corporation has seen a decline in 
profitability, private operators are doing well enough to warrant expansion of their services. The 
large projected increase in air passenger traffic in Nepal offers significant scope for direct 
private investment in this subsector.  
 

4. Information and communication technology subsector. Growth in the number of 
private sector operators in the information and communication technology (ICT) subsector has 
resulted in a dramatic increase in the expansion of ICT coverage in Nepal. Effective teledensity 
increased from 18.8% in 2009 to 64.9% in 2012, and internet penetration rose from 2.7% in 
2010 to 18.9% in 2012. The increases in the subscriber base have meant great success for past 
investments, both domestic and foreign, and there is already commitment from these private 
sector enterprises to increase investments in extending ICT infrastructure throughout the 
country. 
 

5. Institutional capacity. The Department of Roads (DOR) has improved its road 
management capacity, planning, and monitoring capability; its environmental and traffic safety 
practices; and its control of overloading. Nonetheless, the institutional capacity of the Roads 
Board Nepal (RBN) and the Department of Transport Management (DOTM) require significant 
enhancement to ensure that road assets are properly maintained. The Civil Aviation Authority of 
Nepal (CAAN), which is responsible for the administration of air transport, is functioning 
reasonably well. However, it will also need further institutional enhancement, especially in 
operational efficiency and management, so that it can effectively handle the demands of 
growing air traffic in the country. 
 

6. The government has not maintained road assets adequately for many years due to a lack 
of funds. The Ministry of Finance provides funds for the maintenance of the SRN through DOR 
and RBN. The DOR is the primary planning and implementation agency for road maintenance. 
RBN approves the annual plan from DOR prior to releasing its budget for the maintenance of its 
sector, which it maintains control of. RBN’s funds come mainly from fuel levies, vehicle registration 
fees, and tolls. The DOR uses other source funds, such as direct allocation from the government 
and provided through externally funded projects, for other maintenance works. A review of this 
financing strategy is necessary to ensure that sufficient revenues can be raised to carry out road 
maintenance in a sustainable manner. 
 

7. The government approved a public infrastructure build–operate–transfer (BOT) policy in 
2000. The policy aims to involve the private sector in infrastructure development. DOR has been 
planning a BOT approach for the Kathmandu–Terai Fast Track project. However, overall 
involvement of the private sector in road transport projects has been insignificant so far because 
the projected revenues of potential projects have not been attractive to investors. In addition, 
regulations, guidelines, and standard documents for PPP and BOT still need to be developed 
and standardized. 
 

8. Traffic safety. Road accidents have been increasing in Nepal due to increases in 
vehicle traffic and speeds and inadequate enforcement of traffic safety rules. Poor control of 
overweight vehicles due to weak capacity in the DOTM, which is the agency responsible, is 
another important cause of the rising number of road accidents. Overloading also speeds the 
deterioration of roads. The estimated annual national loss from road accidents is more than $16 
million. Nepal does not have a long-term strategy for road safety, although a road safety audit 
has been compulsory for all rehabilitated or newly constructed roads since 1995. During the 
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Expert Group Meeting on Progress on Road Safety Improvement in Asia and Pacific, held in 
Bangkok in September 2011, it was suggested that Nepal needs to develop a national road 
safety plan and form a national road safety committee to reduced accidents on its roads.   
 

B. Government’s Sector Strategy 
 

9. The transport sector in Nepal is guided by the National Transport Policy (2001), a 20-
year SRN master plan, the Priority Investment Plan 2007–2016, and the Local Infrastructure 
Development Policy (2004). The government recognizes the need to connect all the country’s 
regions and to extend the road network so that all Nepalese are within a 4-hours’ walk of an all-
season motorable road in the hill areas and mountains and within 2 hours’ walk in the Terai. The 
government’s air transport efforts are focused mainly on promoting tourism and access to 
remote mountain districts where extending road transport will be economically unviable. The 
Three Year Plan (FY2011–FY2013) and the approach paper of the new Three Year Plan 
(FY2014–FY2016) identify road and air transport as priority targets for increasing investments. 
The new plan aims at the (i) construction of an additional 3,000 km of new SRN roads, (ii) the 
upgrading of 2,100 km of the existing SRN, (iii) construction of 310 new bridges, and (iv) 
connection of all 75 district headquarters to the SRN.   
 

10. A liberal, open sky approach has continued under the government’s Aviation Policy 
(2006). The new Three Year Plan’s air transport targets, among others, include (i) the start of 
the construction of a second international airport, (ii) the upgrading of the Pokhara and 
Bhairawa airports as regional airports, (iii) the enhancement of the capacity of TIA, (iv) paving of 
22 domestic airports strips, and (v) the signing of bilateral air transport agreements with 40 
countries. Development and investment in the air transport subsector is considered sustainable 
because the subsector is revenue generating. The government is working on a new legislation to 
promote private sector participation in development, operation, and management of airports in 
Nepal. The CAAN board has also recommended that the government impose an airport 
development fee. 
 

C. ADB Sector Experience and Assistance Program 
 

11. Support by the Asian Development Bank (ADB) in Nepal’s transport has focused on 
strengthening connectivity through road and air transport, contributing to the government’s 
sector objectives of increased cross-border trade through enhanced road connectivity, and 
promotion of tourism through better air connectivity into and within Nepal. Sector governance 
and social and environmental concerns have been integrated into transport sector project 
designs. ADB has also been supporting sustainable transport initiatives, especially in urban 
transport, to promote and encourage a shift to environmentally friendly, equitable, and 
affordable public transport systems. Institutional strengthening in the areas of PPP, asset 
management, climate change adaptation, and road safety have also been key features of ADB’s 
support in the sector. Regional cooperation and integration has been a central theme in sector 
operations. 
 

12. Since it first engaged in the transport sector in Nepal in 1969,7 ADB has invested about 
$500 million to support the improvement, rehabilitation, and maintenance of 1,600 km of the 
SRN; and to improve and expand TIA and domestic airports. Under ADB’s country partnership 
strategy (CPS) for 2010–2012, 520 km of SRN were improved and the capacity of TIA and 
several domestic airports was enhanced. ADB operations in the transport sector have generally 
been successful. Although the projects have often been delayed by various factors, 
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improvements in meeting the originally scheduled targets in procurement and project closing 
have been observed. Greater improvement in this regard is anticipated, since ADB’s ongoing 
Transport Project Preparatory Facility will further enhance the readiness of the upcoming 
transport projects.8 
 

13. Other development partners active in the road transport subsector include the Japan 
International Cooperation Agency (JICA) and the World Bank. Regular consultative discussions 
on respective sector strategies and pipeline projects help ensure equitable geographical 
coverage. At present, the support of ADB and JICA is focused on rehabilitating the country’s 
SRN, while the World Bank concentrates on improving local and rural road networks in the 
remote hill areas. In the air transport subsector, ADB has been the main development partner 
since 1969. Bilateral support from Australia, France, and Japan has helped provide equipment 
such as radar and communication gear and formal training in air traffic management. It is 
expected that reliance on bilateral assistance will decrease in the long term because the CAAN 
is showing signs of financial viability. 
 

14. During the CPS 2013–2017, ADB will continue to enhance Nepal’s road and air 
connectivity to support the government’s inclusive growth agenda. ADB will also build 
institutional capacity in the transport sector and support regional cooperation and integration.  
 

15. In the road subsector, ADB will support the improvement and expansion of the SRN 
through the SASEC Road Connectivity Project (2013) and SASEC Road Connectivity Project II 
(2015). Consideration will be given to incorporating some local and district roads in projects by 
connecting them with the SRN to make rural areas more accessible and support greater 
inclusion. To promote regional trade, support for customs modernization will be provided 
through the SASEC Trade Facilitation Program II (2016). Sustainability of assets will be 
accorded high priority. ADB will thus continue to support institutional strengthening of the DOR, 
the RBN, and the DOTM through technical assistance projects focusing on asset maintenance 
planning and performance monitoring, maintenance financing strategy (including tolling 
strategy), and a heavy vehicle control strategy. Opportunities for private sector involvement in 
operation and maintenance will also be explored. Upcoming road projects will also incorporate 
climate proofing in their engineering designs to ensure that the project structures are resilient to 
adverse impacts of climate change. Road sector policies and guidelines will also be reviewed to 
incorporate gender equality and social inclusion provisions. Urban transport planning and 
management will target the Kathmandu Valley and other selected urban areas, helping them to 
(i) establish a rational approach to urban transport planning and management; (ii) improve the 
efficiency of the movement of people and goods; and (iii) promote an urban transport system 
that reduces congestion, results in fewer traffic accidents, makes more efficient use of fuel, and 
leads to improved air quality.  
 

16. In the air transport subsector, ADB will continue its support for improvement of TIA's 
capacity and safety, capacity enhancement of the Gautam Buddha Airport, and the upgrading of 
remote domestic airports to support tourism. It will also provide assistance to increase the 
government's capacity to undertake PPPs. These activities, along with capacity strengthening of 
CAAN, will be carried out through the Additional Financing to South Asia Tourism Development 
Project (2013) and Air Transport Capacity Enhancement Project II (2016). 
 
17. In view of increasing private sector operations in the ICT subsector, ADB will pull out of 
this subsector during the new CPS period.   
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Problem Tree for Transport and ICT Sector 

Constrained economic growth 
and inclusiveness 

Increased operations costs Limited subregional trade Physical and non-physical 
barriers to transport flow 

Inefficient transport and ICT systems with poor services 

Insufficient infrastructure Weak operations and management Ineffective policy & institutional 

framework and enforcement 

Limited funding 
- Public funds limited for massive 
requirements for future development 
- Limited long-term private funding 
available for infrastructure financing  
 

Roads 
- Weak asset management systems 
- Low level of traffic and road safety 
rules enforcement  
- Weak coordination among concerned 

agencies/authorities 

Lack of long-term strategy on some 

issues, such as road safety and heavy 

vehicle control 

Limited incentives for private sector to 

make further investment 

Deteriorated infrastructures 
- Poor enforcement of traffic rules such 
as limits on overloading  
- Limited capacity in developing physical 
infrastructure 
- Limited capacity in asset management 
and maintenance 
 

 High project cost 
- Difficult terrain 

 

Air Transport 
- Limited capacity and participation of 
private sector  
- Substandard airport facilities due to 
natural physical constraints  
- Low level of services and customer 
satisfaction 

- Limited coordination and competition 

between transport modes 

ICT 

- Inadequate internet access 
- Poor services   
 

 

Poor enforcement of cyber laws 
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Sector Results Framework (Transport and ICT, 2013–2017) 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes 
with 
ADB 

Contribution 

Indicators with 
Targets and 
Baselines 

Outputs with 
ADB 

Contribution 

Indicators with Incremental 
Targets

a Planned and Ongoing ADB Interventions 
Main Outputs Expected 
from ADB Intervention 

Enhanced 
international 
and domestic 
connectivity  
 
 
Increased 
cross-border 
trade  
 
 

TIA international 
passenger movement 
(million/year) 
Target (2017): 7.5  
Baseline (2012): 2.7 

TIA domestic 
passenger movement 
(million/year)  
Target (2017): 1.94 
Baseline (2012): 1.58 

Cross-border land 
cargo volume along 
the east–west corridor 
(tons/year) 
Target (2022): 
608,300 
Baseline (2012): 
553,000 

Nepal’s ranking in 
Doing Business 
indicator for trading 
across border  
Baseline (2012): 
ranked 162  

 

Strategic 
road network 
improved and 
airports 
upgraded  
 
 
 

Population with access to paved 
roads within 30 minutes’ walk  
Target (2017): 65% 
Baseline (2012): 51% 

New SRN roads added  
Target (2017): 3,000 km 
Baseline (2012): 0 km   

SRN roads rehabilitated/upgraded  
Target (2017): 2,100 km 
Baseline (2012): 0 km 

SRN maintained in good or fair 
condition  
Target (2017): 85% 
Baseline (2012): 80%  

District headquarters connected to 
SRN 
Target (2017):  75 
Baseline (2012): 73 

Toll collection coverage  
Target (2017): 330 km 
Baseline (2012): 270 km 

Number of international airports  
Target (2017): 2 
Baseline (2012):1 

 

 

Planned key activity areas: 

Air transport (airport, air navigation and security, air 
transport policies and reforms), (38% of funds) ;  
Road transport (national roads, district, and rural 
roads, road maintenance, road transport policies and 
reforms); urban transport (urban transport planning 
and reforms); transport management and policies 
(sector-wide management and reforms, PPP) (55% of 
funds including all road subsector interventions) 
ICT (cable networks) (7% of funds) 
Pipeline projects:  

• South Asia Tourism Development (Additional 
financing) ($30 m) 

• SASEC Road Connectivity II ($45 m) 
• Air Transport Capacity Enhancement II ($60 m)  
• SASEC Trade Facilitation Project ($60 m) 
Ongoing projects: 

• SASEC Road Connectivity  ($75 m) 
• Road Connectivity Sector ($55.2 m) 
• Transport Project Preparatory Facility ($12 m) 
• Subregional Transport Enhancement ($49 m) 
• SASEC Trade Facilitation ($15 m) 
• Air Transport Capacity Enhancement ($80 m) 
• South Asia Tourism Infrastructure Development 

($26 m) 
• SASEC Information Highway ($9 m) 
• ICT Development ($25 m)  
• Emergency Flood Damage Rehabilitation ($25.6 m) 

Planned key activity 
areas: 

1,800 km of SRN 
rehabilitated/upgraded 
Road sector policies and 
guidelines reviewed to 
incorporate gender 
equality and social 
inclusion provisions 
Pipeline projects: 

186 km of SRN 
rehabilitated/upgraded  
Ongoing projects: 

Advanced project 
preparatory activities for 
improving or upgrading 
about 900 km of SRN, 
including subregional 
corridors of about 200 
km rehabilitated or 
upgraded 
SRN of about 320 km 
rehabilitated 
New public transport 
branch created within 
DOTM by 2014  

DOTM = Department of Transport Management, m = million, SRN = strategic roads network, TIA = Tribhuvan International Airport   
a 

All interventions are expected, as relevant, to promote (i) employment opportunities for women and socially excluded groups; (ii) enhance the access and abilities of women and the 
socially excluded groups to participate in decision-making forums and to influence decisions; and (iii) make changes in formal and informal policies and practices that constrain 
women and the socially excluded groups from accessing and using sector services.  
Source: Asian Development Bank and government estimates. 
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