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TRADE FACILITATION IN NEPAL 
 
A. Background 
 
1. The Thimphu Summit for South Asia Association for Regional Cooperation (SAARC) in 
2010 recognized the importance of developing transport infrastructure and transit facilities, 
especially for the landlocked countries to promote intra-SAARC trade with declaring 2010-2020 
as the “Decade of Intra-regional Connectivity in SAARC”. It also agreed on the need to expedite 
negotiations with a view to finalizing the two agreements on motor vehicles and railways. 
 
2. Nepal has entered transit agreements with Bangladesh and India on various logistics 
services, which, among others, cover goods storage, consolidation, assembly, and import 
license; information requirements of the customs transit declaration; requirements for truck 
onetime seal, and customs inspection procedure; and insurance and customs declaration 
agents. These are being rationalized and simplified by governments. The South Asian Free 
Trade Area (SAFTA) is slowly getting implemented. Nepal has one of the most liberalized trade 
policies in South Asia. The major constraints on trade development prospects include delays in 
customs and transshipment, an extremely rigid formal labor market, inadequate infrastructure, 
and ineffective and unpredictable public sector policies. 
 
3. Nepal’s landlocked and fragmented terrain substantially hampers domestic and foreign 
commerce. Nepal suffers from long transport distances; dependence on transit routes for 
imports and exports; substandard transit logistics and trade facilities and infrastructure; 
cumbersome goods clearance procedures and prolonged clearing time at the country’s major 
gateways; and weak governance capacity. Nepal’s major trade routes depend on access to 
India’s transportation system, where 90% of Nepal’s foreign trade transits through. The nearest 
seaport, Kolkata, India, is 1,056 kilometers (km) away. Nepalese tradeable goods thus face one 
of the highest transportation costs in the region, impeding the country’s ability to make its export 
goods competitive and to expand foreign trade. With the country’s obligations to comply with 
World Trade Organization (WTO) accession commitments, Nepal needs to improve its transit 
logistics and trade facilities to provide an enabling environment for integrating itself into the 
regional and global markets. 
 
B. Major Subregional Transport Systems and ADB Support 
 
 1. Subregional Transport Network 
 
4. The SAARC1 Regional Multimodal Transport Study (SRMTS)2 identified transit routes for 
the movement of third-country traffic for Nepali imports and exports. The main corridors are 
connections through Birganj to Kolkata and Haldia in India by road and by rail. There are 
supplementary road connections go through Biratnagar and Bhairawa to Kolkata and Haldia. 
The corridors to Bangladesh are the road connections through Kakarbita to Banglabandha in 
Bangladesh, and down by road to Dhaka or Khulna and further to Mongla and Chittagong in 
Bangladesh. 
 
5. Given the critical role that transit logistics and trade facilities play in Nepal’s economic 
integration and development, the Government’s priority is to upgrade the country’s governance 
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capacity and physical infrastructure to improve reliability of goods delivery and reduce transport 
costs and goods clearing time along these key subregional corridors. Two project roads are 
integral to the subregional transport network, which will generate benefits to Nepal as well as 
the subregion by enhancing the accessibility and efficiency of goods and passenger movements 
in the subregion. This is particularly so because these routes serve third-country trade not only 
outside but also within the subregion. 
 
6. ADB provides several projects to support government initiatives to develop subregional 
transport corridors. In Nepal, The Subregional Transport Facilitation Project developed the 
Kakarbita ICD, which provides access, through India, to Bangladesh and Bhutan. The Road 
Network Development Project improved a road section inside Nepal leading to Kakarbita. The 
three project roads (the Salleri-Okhaldhunga-Harkapur roads and the Khadbari-Chainpur road) 
will connect the remote areas, through EWH, to Karkabita, and to the border access points such 
as Biratnagar. In Bangladesh, the Road Network Improvement Project II includes a border 
access road from Dhaka to Banglabandha. A technical assistance loan is under preparation to 
prepare all subregional transport corridors within Bangladesh. In Bhutan, ADB has recently 
approved the Road Network Project II, which provides the Bhutan’s southern areas with border 
access roads to India. In India, the ADB-assisted West Bengal Corridor Development Project 
improved road sections from Raxaul to Kolkata. 
 
7. Birganj and Bhairawa provide transit routes from Kathmandu, through Tarai in southern 
Nepal, connected to national road and rail network of India to Kolkata and Haldia ports, and 
potentially to JNPT port at Mumbai on the west coast of India. The JNPT port has been 
extended by GOI as an additional port to Nepal. This route has been identified as one of the 
most important for Nepali transit goods. The several sections on the border roads are getting 
congested, which will be mitigated by the Bhairawa Bypass and the Belbari-Chauharwa road 
under the Project. This also complements the GOI’s ongoing Integrated Customs Posts 
Program covering Birgunj, Bhairahawa, Biratnagar and Nepalgunj in Nepal. 
 
 2. Inland Clearance Depot 
 
8. Nepal has one rail ICD at Birganj (38.00 hectares (ha)), and two road ICDs at Biratnagar 
(2.86 ha) and Bhairawa (3.23 ha). The two-road ICDs have been in full operation since March 
2002, run by a private operator selected through competitive bidding. Another ICD at Karkavita 
has recently been built under the ADB’s Subregional Transport Facilitation Project. The Birganj 
rail ICD has been in operation since July 2004. Initial benefits of the two ICDs from the improved 
facilities and services include reduced time of truckers’ entry to and exit from the terminals by up 
to an hour; improved warehouse management and enhanced goods safety; easy identification 
and retrieval of stored goods, and reduced pilferage and theft. 
 
9. The Nepal Intermodal Transport and Development Board (NITDB) was established in 
2001 in accordance with the Development Board Act. NITDB is chaired by the secretary of the 
Ministry of Industry, Commerce, and Supplies, and consists of members from public and private 
sector entities. NITDB’s main objective is to oversee the economic and efficient management of 
ICDs to facilitate Nepal’s foreign trade. NITDB sources its funds from the lease fees, which are 
used to cover loan servicing of ICD construction and administrative costs. 
 
 3. Transport Operations 
 
10. In Nepal, the Heavy Vehicle Act limits truck axle loads to 10.2 tons, although 
enforcement is not strict. Trucks with capacity greater than 16 tons or carrying containers are 
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generally taken no further than Birganj. Instead, the cargo is then transferred and unstuffed at 
Birganj onto 10–12 ton capacity Nepalese registered vehicles. About 50% of Nepal-bound 
containers are handled at Haldia, and 50% at Kolkata. Nepal-bound bulk cargo is almost 
exclusively handled at Haldia, and about 90% of this is moved on to Nepal by rail, usually 
bagged. Nepalese vehicles may move without hindrance to Indian railheads, but need 
permission from the Indian embassy in Kathmandu to travel further and are prohibited from 
carrying Indian cargo. Indian trucks may enter Nepal for 72 hours but must pay fees for longer 
stays. For Nepal-Bangladesh trade, Nepali trucks need to be convoyed within India by Indian 
authorities and stop at Fulbari (India)/Banglabandha (Bangladesh). Bangladesh vehicles cannot 
enter India. Nepal private operators dominate the road freight transport industry, mostly through 
truckers’ associations. Freight haulage rates vary by road condition. In some cases the rate per 
ton-km for freight on unpaved roads is 100% higher than for paved roads. 
 
C. Customs Operations 
 
11. The Department of Customs (DOC) is under the Ministry of Finance (MOF), and has 30 
customs stations, including Airport Customs, most of which are on the southern border with 
India. DOC collects about 53% of the total tax revenue in Nepal, mainly comprising customs and 
excise duties, and value added tax, and largely collected at the border. The four major border 
posts for revenue collection are Birganj, Biratnagar, Bhairawa, and Kakarbita, accounting for 
73% of the customs revenue collected. The other significant stations are in Tribhuvan Airport, 
and Tatopani on the northern border with the PRC. 
 
12. The five major border crossings into India are Nepalganj, Bhairawa, Birganj, and 
Biratnagar on the southern border, and Kakarbita on the eastern border. In terms of trade value, 
Birganj is the most important, accounting for about 50% each of the country’s bilateral trade with 
India and with third countries. Bhairawa is mainly for trade with India, accounting for about 20% 
of bilateral trade. Biratnagar accounts for 16% of trade with India, and 17% with third countries. 
Kakarbita accounts for 7% of trade with India, and 6% with third countries, mainly Bangladesh 
and Bhutan. Tribhuvan International Airport (TIA) accounts for 23% of trade with third countries. 
 
D. Issues of Customs Procedures 
 
13. Nepal’s import documents are subject to Indian inspection by checking documents 
unless there is some irregularity, and by Nepalese customs, which also check the documents 
and may inspect the cargo. In most cases, clearance requires about a day on either side of the 
border. All import cargos from countries other than India are emptied for open customs 
inspection in Nepal. Nepali containerized export cargo to third countries will be inspected by 
Indian customs if one-time seals are broken, prolonging clearing time but also limiting 
containerized transport. The local business community is increasingly demanding that the 
Government upgrade customs’ physical facilities and inspect cargo selectively. Customs 
operation hours differ slightly between India and Nepal and need coordination. 
 
14. In Nepal, the old Customs Act 1962 was replaced by the new Customs Act 2007, which 
came into force from 31st August 2007. The customs procedures of this Act have not yet been 
simplified and harmonized as outlined by the Kyoto Convention and as required by WTO. 
Trader needs to submit 11 types of documents for export and 10 types of documents for import. 
Five officials are needed for customs clearance.3 Since 1996, ADB and the World Bank have 
provided support the Government of Nepal in installing the automated system for customs data 

                                                
3
  ADB. 2009. National Strategies for Regional Integration: South and East Asian Case Studies. Manila. 
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(ASYCUDA) 4  to speed up clearance by using information technology and reducing and 
simplifying customs documentation and procedures. However, customs procedures in Nepal are 
still time consuming. 
 
15. One of the major issues is that the current operations are predominantly still manually-
based and little has changed in recent years. The result is increased transaction costs and long 
delays at the borders. The current partial automation has resulted in duplication with automated 
and manual systems operating in parallel, thus often increasing the workload on Customs and 
Stakeholders alike. An assessment under the ADB RETA5 indicates that this resulted from (i) a 
mismatch between the Nepali’s existing manual-based customs procedures and the 
ASYCUDA’s design which supposes streamlined international procedures; (ii) a technical 
complication due to the DOS-based system of the older version of ASYCUDA, which could not 
cope with different language characters; and (iii) the difficulty in retention of technical staff. This 
has resulted in the use of ASYCUDA system only as a simple transaction recording system. 
 
16. The existing Customs Automation Plan consists of the completion of the ADB-funded 
project in the short term followed in the medium term (1 year) by some procedural reforms 
relating to use of exchange rates on date of registration and the validity period of that exchange 
rate. Secondly, they intend to improve the user interface by development of their web site, 
including an integrated tariff and a ‘Customs clinic’. In the longer term (4 years) they intend to 
have a web-based system, such as ASYCUDA World, and develop a single window system 
similar to those in South Korea and Singapore. 
 
17. For that purpose, the Project will not only upgrade the system to the ASYCUDA World 
but also undertake the business process re-engineering. There is limited point in installing 
ASYCUDA World whilst still continuing on with the existing manually-based regulations and 
procedures. This is a prime cause of the current lack of tangible benefits from automation to 
date. Also, consultants will be engaged to support Customs personnel during the initial 
implementation, training and establishment of the institution/program for a system maintenance 
and support to ensure its longer term sustainability. This will transform the current computerized 
system from a transaction recording system to a processing tool. 
 
 
 

                                                
4
  ASYCUDA thus (i) increases revenue by computerizing customs tariffs, and (ii) providing reliable and timely trade 
and fiscal statistics. ASYCUDA is installed in more than 70 countries. The customs broker, declaration-processing, 
selectivity, and account modules are usually introduced in the initial phase of implementation. 
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