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 1. Sector Performance, Problems, and Opportunities 
 
1. Nepal is a landlocked country bordered to the north by the People’s Republic of China, 
and to the south, east, and west by India. The country is divided into three physiographic areas: 
the mountains in the north, the hill and Siwalik regions in the middle, and the Terai (southern 
lowland plains) bordering India. The country’s 75 districts are clustered into 14 zones, which are 
grouped into 5 major development regions. Roads are the predominant mode of transport in the 
country, carrying 90% of passengers and goods. In the past decade, air transport has become 
more accessible and affordable and the demand for its services is increasing rapidly. The 
presence of railways and inland waterways is negligible due to the country’s mountainous terrain 
and difficult weather conditions. India’s eastern port of Kolkata has been used as Nepal’s 
gateway to the sea. High transport costs and poor connectivity are major impediments to 
achieving one of the country’s major development goals—regionally balanced economic growth 
and reduced social inequalities. 
 
  a. Road Network and Traffic 
 
2. Nepal’s road network of consists of about 21,800 km of roads. Of these, 14,490 km 
belong to the strategic road network (SRN),1 the core network of national highways and feeder 
roads connecting district headquarters. A further 7,000 km are classified as local and rural 
roads.2 The network density is low, at 14 km per 100 km2 and 0.9 km per 1,000 people.3 Due to 
the mountainous terrain in the north, more than 60% of the network is concentrated in the 
lowland (Terai) areas. A DOR’s survey shows that 50% of the population of the hill areas still has 
to walk 2 hours to reach an SRN road.4 In 2011, the proportion of the population having access 
to a motorable, paved road (all-weather road) within 4 hours in the hills and 2 hours in the Terai 
had reached 80%, compared with the targeted 86% by 2016 (footnote 4). Three of the 75 district 
headquarters, namely Mugu, Humla, and Dolpa are yet to be connected to the SRN (footnote 4). 
Out of 14,490 km of designated SRN roads, only 32% are paved.5 Among the paved roads, 90% 
were in maintainable (good or fair) condition, while the remaining 10% (6.7% of highways and 
15% of feeder roads) needed urgent rehabilitation or reconstruction (footnote 5).  
 
3. The efficiency and reliability of Nepal’s road transport is poor compared to that of the 
neighboring South Asian countries like Bangladesh and India. In the remote hill and mountainous 
districts, poor conditions and the low density of roads hamper the delivery of social services and 
restrict access to shops, markets, schools, and hospitals. Poor connectivity is limiting 
opportunities for non-agricultural employment and incomes. The cost of importing and exporting 

                                                 
1  The road network in Nepal is categorized into (i) the strategic road network (SRN) comprising highways and feeder 

roads, and (ii) the local road network (LRN), comprising agricultural roads and other minor roads.  
2  Nepal has a total of 11,000 km of local and rural roads, but only 7,000 km are accessible during the monsoon season 

(and then only partially). 
3  By comparison, regional figures in terms of km/1,000 people are: Bhutan 6.5, Sri Lanka 4.7, India 3.0, and 

Bangladesh 1.9. 
4  Department of Roads, Government of Nepal. 2012. Kathmandu.  
5  Department of Roads, Government of Nepal. 2012. Annual Road Condition Survey. Kathmandu.  
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a container is also much higher in Nepal than in neighboring South Asian countries.6 Significant 
improvement in this subsector is, therefore, necessary for ensuring accessibility of social 
services, markets, and employment opportunities for the population. 
 
4. The annual number of vehicle registrations has increased from 263,516 in 2000 to 
432,264 in 2005, 896,332 in 2009 and 1,178,921 in 2011. In 2012, the number of registered 
vehicles is over 1.3 million. The increase is almost 15% per year on average. About 75% of the 
registered motor vehicles are motorcycles. Excluding motorcycles, about 44% are cars, jeeps, 
and vans, and the rest are buses and trucks.7 The major traffic flows are concentrated in the 
central region and, specifically, on the routes between Kathmandu and the Indian border. Traffic 
volumes are generally higher in the east of the country than in the west. The traffic flow on the 
East–West Highway is 2,000–3,000 vehicles per day in the east, 3,000–4,000 in the center, and 
less than 2,000 in the west. With few exceptions, traffic volumes on hill roads are less than 500 
vehicles per day.8 

 
 b. Operations and Management 

 
5. The National Planning Commission sets overall development objectives and coordinates 
the investment programs of external and government agencies. The Ministry of Physical 
Infrastructure and Transport (MPIT) is responsible for planning and formulating policies, and 
managing all land transport facilities, including the SRN. The Ministry of Local Development 
(MOLD) is responsible for the rural roads. Within the MPIT, the Department of Roads (DOR) is 
responsible for network planning, design, construction, and maintenance of the SRN, including 
some important strategic urban roads especially in the Kathmandu valley. The Department of 
Transport Management (DOTM) is responsible for regulating road transport, including vehicle 
registration and licensing. The Department of Local Infrastructure Development and Agricultural 
Roads, within the MOLD, is responsible for coordinating and facilitating the rural infrastructure 
development throughout the country, and for providing technical guidance and support locally. 
 
  c. Road Budget 
 
6. The DOR’s budgetary expenditure in recent years has substantially increased from 
NRs3,371 million in FY2005/06 to NRs9,094 million in FY2008/09. The DOR relies on external 
assistance for about 50% of the total budget; the increase in the budget comes from an increase 
in grant assistance and government provision. Expenditure against the original budget varies 
from 72% to 87%, which is considered low, resulting mainly from difficulties in the social and/or 
natural environment at construction sites. However, the capacity of the DOR and the contractors 
is improving despite difficult circumstances and the budget allocation was massively increased in 
FY2009/10 to about 6 times more than the budget allocated in FY2005/06. 
 
7. The Ministry of Finance (MOF), through the Roads Board Nepal (RBN) and DOR, 
provides funds for the maintenance of the SRN. Since its establishment in 2003, the RBN 
approves the annual road maintenance plan of the DOR and controls the budget based on the 
funds it receives. The DOR remains the planning and implementation agency for maintenance, 
and also uses other funds such as direct allocation by the government and those provided by 
externally funded projects. RBN funding is sourced mainly from fuel levies, vehicle registration 

                                                 
6  Doing Business. 2011. Doing Business 2012: Doing Business in a More Transparent World. Washington DC: The 

World Bank and the International Finance Corporation.  
7 Department of Transport Management, Government of Nepal. 2012. Kathmandu.  
8 Department of Roads, Government of Nepal. 2012. Annual TrafficSurvey. Kathmandu.  
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fees, and tolls. These are used to maintain all SRN roads. For FY2007/08, the RBN received 
NRs760 million from the MOF, through the MPIT. Adding toll receipts and other financial 
revenues, NRs640 million was allocated for SRN roads, NRs97 million for urban roads, and 
NRs73 million for district roads. However, the funds allocated to the RBN from the government, 
which are the revenues raised from the fuel levy, vehicle registration, and toll collection, are not 
sufficient to maintain the SRN in a sustainable manner. 
 
8. The maintenance budget, excluding emergency and specific works, was substantially 
increased from NRs233 million in FY2005/06 to NRs1,168 million in FY2009/10. The budget for 
routine and recurrent maintenance was NRs385 million in FY2009/10, which was increased from 
NRs207 million in FY2005/06, and covered all maintainable SRN roads. The budget for periodic 
maintenance was previously very low, and was lumped together with the budget for emergency 
and specific maintenance, but in FY2009/10 it was substantially increased to NRs783 million and 
earmarked for the periodic maintenance of 500 km of roads. 
  
  d. Road Subsector Issues 
 
9. Institutional capacity. Substantial efforts have been made through partnerships between 
the government and various external funding agencies to help the DOR improve its road 
management capacity, planning and monitoring capability, environmental and traffic safety 
practices, and control of overloading. The DOR has been able to develop and improve its basic 
capabilities to better manage the road capital and resources allocated to the sector. However, to 
ensure that the road assets are properly maintained, the RBN and the DOTM, both playing vital 
role in road operation and maintenance, need to significantly enhance their institutional capacity. 
 
10. Although the Asian Development Bank (ADB) and other major development partners have 
carried out many capacity development programs, further capacity building is needed to cope with 
the massive requirements of road development and rapidly growing vehicle traffic in Nepal. The 
Strategic Roads Improvement Project will provide assessment of the government’s capacity in the 
areas of road maintenance and road asset management. Technical assistance could be provided 
in these areas, subject to availability of funds. 
 
11. Maintenance financing. While the maintenance budget has been substantially increased 
in recent years, it needs further increases to extend periodic maintenance to more roads as the 
SRN is expanded. In a 5–7-year cycle, 800–1,000 km of roads a year require periodic 
maintenance, depending on the level of deterioration. The appropriate budget will be earmarked 
to cover the required length, which has also been earmarked specifically for periodic maintenance 
since FY2010. Efficiency in using the maintenance budget has improved. Under-spending of the 
maintenance budget has been reduced from 25% in FY2006 to 16% in FY2009, even as the 
budget was substantially increased. The DOR has stepped up outsourcing of recurrent 
maintenance works to private contractors. It also continues to improve the road asset 
management systems for optimal allocation of the budget. The specific earmarking of funds for 
periodic maintenance demonstrates the government’s commitment to maintaining the road 
network. 
 
12. Taking into account this development from past budgetary provisions, the government is 
assessed as being able to provide sufficient maintenance funding in a sustainable manner. Better 
quality assurance systems and optimal use of private contractors in recurrent maintenance will 
enhance quality and productivity, and hence reduce the costs of maintenance. The government 
has given assurances that it will provide enough financing to maintain strategic roads, including 
those financed by ADB. 
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13. Road safety. The number of road crashes has increased in Nepal as the number and 
speed of vehicles on the roads has increased. More than 1,800 people were killed and more than 
11,800 injured in 2011/12, compared with 1,700 killed and 11,000 injured in 2009/10. Poor 
control of overweight vehicles due to the weak capacity of the DOTM, also contributes to the 
increasing number of road crashes. The estimated annual national loss from road crashes is 
more than $16 million. As a result, the concerned road and traffic management agencies have 
started to incorporate road safety issues in their program; however, this seems inadequate as 
the losses of life and property from road crashes is still increasing. A large number of road 
crashes are never reported, mainly because the involved parties wanted to settle the matter 
themselves. This under-representation is assumed to be less pronounced for severe accidents. 
Nepal has no long-term strategy for road safety, although the road safety audit, compulsory for 
all rehabilitated or newly constructed roads, was introduced in 1995. It has been suggested that 
the country needs to have a National Road Safety Plan and form a National Road Safety 
Committee as the lead agency.9 
 
 2. Government’s Sector Strategy 
 
14. The importance of the transport sector has been recognized and highlighted in several 
key national plans and strategies. The government’s Three-Year Interim Plan (2007–2010) 
emphasizes the role of roads, civil aviation, and tourism in achieving the country’s overarching 
objective of reducing poverty. The interim plan aims to (i) connect the remaining three 
unconnected district headquarters through roads, (ii) establish an enabling environment for 
public–private partnerships, (iii) improve the performance of the RBN by financing road 
maintenance, and (iv) enhance the DOR’s capacity for efficient and sustainable road 
management. In 2001, the government established a Road Transport Policy and developed a 
20-year road master plan. In 2007, the DOR completed an integrated 10-year Sector-wide Plan 
and a Priority Investment Plan (2007–2016) for the development and management of strategic 
roads, and for institutional development. The Priority Investment Plan is based on the 
government’s accessibility targets—to bring the entire hill population within a 4-hour walk to an 
all-season road, and the Terai population within a 2-hour walk. 
 
 3. ADB Sector Experience and Assistance Program 
 
15. ADB operations in the transport sector in Nepal have generally been successful, although 
the projects were often delayed by issues such as implementation gaps between loan approval 
and contract awards, cost underestimation, and overoptimistic scheduling. Lessons learned have 
been incorporated into the subsequent projects. ADB’s assistance has been focused on 
strengthening connectivity in road and air transport, to support the government’s sector 
objectives of broad-based economic growth, increased employment, and enhanced physical 
infrastructure for sustainable development. Governance, social and environment aspects have 
always been integrated in transport project designs. ADB also supports sustainable transport 
initiatives, especially in urban transport, to encourage a shift to environmentally friendly, 
equitable, and affordable public transport systems. Institutional capacity in areas such as 
public–private partnership, asset management, climate change, etc., has been strengthened 
through various ADB investment projects and technical assistance. The importance of regional 
cooperation and integration has been well recognized in ADB project formation. 
 

                                                 
9 During the Export Group Meeting on Progress on Road Safety Improvement in Asia and Pacific, September 2011, 

Bangkok. 
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16. The Japan International Cooperation Agency (JICA) and the World Bank are actively 
engaged in the road transport subsector. Regular consultative discussions on the sector strategy 
and pipeline projects help ensure equitable geographical coverage and avoid duplication. ADB 
and JICA’s support is focused on rehabilitating the country’s SRN, while the World Bank’s 
support is aimed at improving local and rural roads in the remote hill areas.  
 
17. ADB will continue supporting improvement and expansion of the SRN, based on the 
government’s Priority Investment Plan and the 20-year master plan for the SRN. The assistance 
will be provided through the SASEC Road Connectivity Project (2013) and the Priority Roads 
Investment Program (2015). The sustainability of the investment remains a key concern of ADB, 
as the existing road transport assets are deteriorating fast. ADB will continue supporting 
institutional strengthening of the DOR, DOTM, and RBN to ensure their long-term capacity and 
harmonization in road maintenance operations. The support will be provided through ADB’s 
planned technical assistance focusing on road maintenance; asset maintenance planning and 
performance monitoring; maintenance financing strategy, including tolling strategy; and 
heavy-vehicle control strategy. The possibility of expanding private sector involvement in 
operation and maintenance will also be explored. To enhance the sustainability of its 
development, the ongoing ADB technical assistance, South Asia Road Safety Program (Phase 
1) will help develop the capacity and awareness of road users and hence minimize losses of life 
and property of road users. 
 
 

Problem Tree for Road Transport 
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Sector Results Framework (Road Transport, 2013–2015) 

 
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 

Planned and Ongoing ADB 
Interventions 

Main Outputs 
Expected from ADB 

Interventions 

Enhanced 
global–local 
connectivity 
facilitating 
regionally 
balanced 
economic growth 
and reduced 
social inequalities 
 

Percentage of 
population within 
walking distance of 
paved roads in 4 
hours or less in hills 
and 2 hours or less in 
the Terai  
 
Baseline (2007): 78% 
Target (2017): 86% 
 
  
 

SRN extended, 
rehabilitated, and 
upgraded  

SRN asset managed 

Capacity of Road 
Boards Nepal 
enhanced 

Network 
infrastructure layout 
expanded in 
under-served areas 
 

SRN extension  

Baseline: N/A 

Target (2018): 500 km 

SRN rehabilitated/upgraded  
Baseline (2013): not applicable 
Target (2017): 1,800 km 

 

SRN maintained in good/fair 
condition  

Baseline (2012): 80%  

Target (2017): 85% 

 

District headquarters connected 
to SRN 

Baseline (2012): 72 

Target (2016): 75 

 

Toll collection coverage 
increased  

Baseline (2013): 270 Km 

Target (2017): 330 Km 

Planned key activity areas 

SRN and strategic airport 
improvement (85% of funds) 

Pipeline projects with 
estimated amounts 

SASEC Road Connectivity 
Project (2013) ($75 million) 

MFF: Roads Investment 
Program – tranche 1 (2015) 
($70 million) 

 

Ongoing projects with 
approved amounts 

Road Connectivity Sector 
Project ($55.2 million) 

Transport Project 
Preparatory Facility ($12.0 
million) 

Subregional Transport 
Enhancement Project ($49 
million) 

 

Planned key activity 
areas 

1,800 km of SRN 
rehabilitated/upgraded 

Road sector policies 
and guidelines reviewed 
to incorporate GESI 
provisions 

Improved access to 
basic services  

Increased income of 
women in SRN area  

 

Pipeline projects 

162 km of SRN 
rehabilitated/upgraded 

  

Ongoing projects 

Advanced project 
preparatory activities for 
improving or upgrading 
about 900 km of SRN  

 

SRN of about 320 km 
rehabilitated 

  
ADB = Asian Development Bank, GESI = Gender Equality and Social Inclusion, MFF = multitranche financing facility, SRN = strategic road network. 
Source: Asian Development Bank  
 
 
 


