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SECTOR ASSESSMENT (SUMMARY): ROAD TRANSPORT 
 
Sector Road Map 
 
 1. Sector Performance, Problems, and Opportunities 
 
1. Nepal is a landlocked Himalayan country bordered to the north by the People’s Republic of 
China, and to the south, east, and west by India. The country is commonly divided into three 
physiographic areas with dramatic differences in elevation: the mountains in the north, the hills in 
the middle, and the lowland plains (Terai) in the south. There are 75 districts clustered into 
14 zones that are grouped into 5 major development regions. Because of its mountainous terrain 
and difficult weather conditions, roads and aviation are the major modes of transportation in the 
country. The presence of railways is negligible. The country uses India’s eastern port of Kolkata as 
its gateway to the sea. 
 
2. High transport costs and lack of connectivity are main impediments to achieving one of the 
country’s major development goals—regionally balanced economic growth and fewer social 
inequalities. 
 
  a. Road Network and Traffic 
 
3. The current network of about 18,500 kilometers (km) of roads comprises the strategic road 
network (SRN) of 7,500 km backbone national and feeder roads connecting district headquarters, 
and Local and Rural Roads Network (LRN) of 11,000 km. The network density is low at 14 km per 
100 square km, and 0.71 km per 1,000 people.1 In some parts of the country, there is no road 
transport provision at all, and six district centers in the hills and mountains remain without access 
to regional or national road networks. In others, access is irregular and partial because of seasonal 
road closures and limitations on the vehicle types that can operate. This restricts access to national 
and regional markets for many communities.  
 
4. The number of motor registrations has increased from 263,516 in 2000 to 432,264 in 2005, 
and to 896,332 in 2009, or about 13% per year on average. About 70% of the registered motor 
vehicles are motorcycles. Excluding motorcycles, about 60% are cars, jeeps, and vans, and the 
rest is buses and trucks. According to World Bank estimates, 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. 
Traffic flow on the East–West Highway is between 2,000 and 3,000 vehicles per day in the east, 
between 3,000 and 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. 
 
5. About 78% of the population lives up to 2 walking hours away from paved roads, and in the 
hills as much as 4 hours. Of the 75 district centers, 6 are not connected to the SRN. In the remote 
hill and mountain districts, poor condition and low density of roads hamper the delivery of social 
services and access to shops, markets, schools, and hospitals. Poor connectivity limits 
opportunities for non-agricultural employment and incomes.  

                                                

1
 By comparison, regional figures in terms of km/1,000 people re Bhutan 6.5, Sri Lanka 4.7 km, India 3.0, Bangladesh 

1.9. 
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 b. Operations and Management 
 
6. The National Planning Commission sets overall development objectives and coordinates 
the investment programs of external agencies and government agencies. The Ministry of Physical 
Planning and Works (MPPW) is responsible for planning and formulating policies, and managing 
all land transport facilities, including the SRN. The Ministry of Local Development is responsible for 
the rural roads. 
 
7. Within MPPW, the Department of Roads (DOR) is responsible for network planning, design, 
construction, and maintenance of the SRN, while the municipalities are responsible for urban 
roads. The Department of Transport Management within the Ministry of Labor and Transport 
Management is responsible for regulating road transport, including vehicle registration and 
licensing. The Department of Local Infrastructure Development and Agricultural Roads, within the 
Ministry of Local Development, is responsible for coordinating and facilitating the rural 
infrastructure development process throughout the country, and for providing technical guidance 
and support locally. 
 
  c. Road Budget 
 
8. The DOR’s budgetary expenditure in recent years has substantially increased from 
NRs3,371 million in FY2005 to NRs9,094 million in FY2008. DOR relies on external assistance for 
about 50% of the total budget, and the increase to the budget comes from the increase to the grant 
assistance and the government provision. Expenditure against the original budget varies from 72% 
to 87%, which is considered low, resulting mainly from difficulties of social and/or natural 
environment in construction sites. However, the capacity of DOR and the contractors is improving 
fairly well despite generally difficult circumstances, and a massive increase in the budget 
allocation, which more than tripled between FY2005 and FY2009. 
 
9. The Ministry of Finance, through the Roads Board Nepal (RBN) and DOR, provides funds 
for the maintenance of the SRN. Since its establishment in 2003, RBN approves the annual road 
maintenance plan of DOR and controls the budget based on the funds it receives. 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 fees, and tolls. These will be used to 
maintain all roads. For FY2007, RBN received NRs760 million from the Ministry of Finance through 
MPPW. Adding the toll receipts and other financial revenues, NRs640 million was allocated for 
SRN roads, NRs97 million for urban roads, and NRs73 million for district roads. It is estimated that 
sufficient revenues can be raised from the fuel levy, vehicle registrations, and toll collection to 
maintain all roads in a sustainable manner. 
 
10. The maintenance budget, excluding emergency and specific works, has been substantially 
increased from NRs233 million in FY2005 to NRs1,168 million in FY2009. In FY2009, the budget 
for routine and recurrent maintenance was NRs385 million, which increased from NRs207 million in 
FY2005 and covers all maintainable SRN roads. The budget for periodic maintenance had been 
very low, and lumped with the budget for emergency and specific maintenance, but in FY2009, it 
was substantially increased to NRs783 million and earmarked for the periodic maintenance of 
500 km of roads. 
 
  d. Road Subsector Issues 
 
11. Department of Roads capacity. Substantial efforts through partnerships between the 
government and various external funding agencies have helped DOR improve its road 
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management capacity, planning and monitoring capability, environmental and traffic safety 
practices, and control of overloading. DOR is able to manage allocated resources more efficiently.  
 
12. Although the Asian Development Bank (ADB) and other development partners have carried 
out many programs, there is still a need for more capacity building to cope with the massive 
requirements of road development and rapidly growing vehicle traffic in Nepal. The Subregional 
Transport Enhancement Project will provide (i) equipment for the government to strengthen sector 
capacity such as control of overloading, and (ii) consulting services to help strengthen institutions 
such as DOR and RBN in line with the road sector development strategy under Nepal's Three-Year 
Interim Plan (FY2007–FY2009). Areas requiring capacity development include project 
management, road asset management, and road technology. 
 
13. Maintenance financing. While the maintenance budget has been substantially increased 
in recent years, it still needs increase to extend periodic maintenance to more roads as the SRN is 
expanded. In a 5–7 year cycle, an average 800–1,000 km 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 to periodic maintenance since 
2009/10. 
 
14. Efficiency in using the maintenance budget has improved. Underspending of the 
maintenance has been reduced from 25% in FY2005 to 16% in FY2008 even as the budget was 
substantially increased. 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 earmarking specific to periodic maintenance demonstrates the 
government commitment to maintenance. 
 
15. 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. 
 

 e. Subregional Road Connectivity 
 
16. The SAARC2 Regional Multimodal Transport Study3 has determined priority corridors in 
Nepal that include 4 road corridors, 2 rail corridors as railheads, and 1 aviation gateway at the 
Tribhuvan International Airport in Kathmandu for SAARC trade. The Bay of Bengal Initiative for 
Multi-Sectoral Technical and Economic Cooperation4 Transport Infrastructure and Logistics Study 5 
identified the issues, and provided the policy framework and strategies for governments to jointly 
pursue the development of subregional transport projects. In the context of regional integration and 
cooperation, Nepal’s foreign trade infrastructure and administration mainly focused on improving 
customs procedures, as well as infrastructure and trade transit with India.. 
 

                                                

2
 South Asian Association for Regional Cooperation. 

3
 SAARC Secretariat. 2007. Regional Multimodal Transport Study. Kathmandu, prepared under ADB. 2004 Technical 

Assistance for Promoting South Asian Regional Economic Cooperation. Manila (TA 6187-REG). 
4
 Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation. 

5
 ADB. 2008. Final Report of RETA6335: BIMSTEC Transport Infrastructure and Logistics Study. Manila. 
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17. Road congestion is increasing at Nepal’s borders because of higher traffic volumes and 
because transit is constrained by the poor condition of roads, especially those leading to the Indian 
state of Bihar. Prerequisites to boosting subregional connectivity and gaining access to regional 
and national markets include improving the main corridors to the borders; upgrading trade 
infrastructure and logistics, such as customs procedures and automation; removing restrictions on 
rail traffic; and reducing delays at the Indian port of Kolkata.  
 
 2. Government’s Sector Strategy 
 
18. 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.  
 
19. Roads. The interim plan aims to (i) connect six unconnected district headquaters through 
roads, (ii) establish an enabling environment for public–private partnerships, (iii) improve RBN’s 
performance by financing road maintenance, and (iv) enhance 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. Recently, DOR has completed an integrated 10-year 
sectorwide 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.  
 
20. Subregional trade facilitation and logistics. The government has initiated the third phase 
of the Customs Reform and Modernization Action Plan (2009–2013). The plan contains nine 
strategies: trade facilitation, law compliance, efficient revenue collection, accurate statistics 
dissemination, better customs management, promotion of integrity, optimal computerization, higher 
passenger clearance, and effective communication with the internal and external stakeholders. 
  
 3. ADB Sector Experience and Assistance Program 
 
21. ADB operations in the transport sector 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 this project. 
 
22. Other development partners have been active in Nepal’s transport sector, mainly the Japan 
International Cooperation Agency and the World Bank. Regular consultative discussions of each 
partner’s sector strategy and various pipeline projects help ensure equitable geographical 
coverage and avoid duplication. At present, ADB is focused on rehabilitating the SRN, while the 
World Bank’s support aims to improve SRN, local and rural road networks in the remote hill areas. 
 
23. ADB will enhance global–local connectivity to enable regionally balanced economic growth 
and reduce social inequality. ADB will also support government initiatives to promote public–private 
partnerships, regional cooperation and integration, and social inclusiveness in transport sector 
development. In the road subsector, ADB will continue to support the SRN based on the Priority 
Investment Plan and the 20-year master plan for SRN. Selected roads will establish national links 
to subregional transport corridors, including the priority corridors determined by the SAARC study. 
ADB will continue to provide support for customs modernization and capacity development. 
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Problem Tree for Road Transport 
 
 
 
 
 
 

Nepal's economic growth and trade with 
South Asian countries are constrained by 
poor connectivity within Nepal. 

Road transport capacity is 
limited in Nepal. 

Transport modes and 
services are not 
available. 

Vehicle traffic 
increases in terms 
of size and volume. 

Financing 
availability and 
sustainability 

Upgrading and 
expanding country's 
road network 

Capacity 
development of the 
Department of Roads 

Enhancing 
efficiency of 
customs clearance 

Enhancing border 
road capacity 

Enhancing cross-
border transport 
agreement  

Transport sector 
institutions are weak. 

Condition and coverage of 
the road network are 
poor. 

Cross-border 
infrastructure and 
operations are weak. 

Cross-border transport is 
not efficient.  

Development activities 
are not effectively 
coordinated with road 
sector investment. 
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Sector Results Framework (Transport Sector, 2011–2015) 
 

Country Sector Outcome Country Sector Outputs ADB Sector Operations 

Outcomes 
with 
ADB 
Contributions 

Indicators with 
Targets and 
Baselines 

Outputs with 
ADB 

Contributions 

Indicators with 
Incremental 
Targets 

(Baselines Zero) 
Planned and Ongoing ADB 

Interventions 

Main Outputs 
Expected from 

ADB Contributions 

Better global 
and local 
connectivity 
will improve 
regionally 
balanced 
economic 
growth and 
reduce social 
inequalities 

Road 
transport. 

All 75 district 
centers are 
connected by 
2010 (2009 
baseline: 69) 
  
Percentage (%) 
of population 
within walking 
distance to 
paved roads of 
4 hours or less 
in hill areas and 
2 hours or less 
in Terai areas 
increases to 
83% by 2012 
(2007 baseline: 
78%) 

Strategic road 
network is 
improved and 
maintained. 
 
Efficient 
subregional 
transport 
corridors and 
trade logistics.  

Percentage of 
strategic road 
network in bad 
condition is 
halved by 2015. 
 
Cross-border 
traffic volume is 
15% higher than 
the country's 
average traffic 
growth rate by 
2015. 

(i) Planned key activity 
areas. 

Strategic road network (85% 
of funds) 
Road transport policies and 
reforms (15% of funds) 
 
(ii) Projects in the pipeline 
with estimated amounts. 

Subregional Transport 
Enhancement Project - 2010 
($49 million) 
Transport Project Preparatory 
Facility - 2010 
($12 million) 
Road Connectivity Project – 
2011 ($45 million) 
Subregional Transport 
Enhancement Project - 2012 
($50 million) 
Strategic Roads Improvement 
Project – 2013 ($70 million) 
 
(iii) Ongoing projects with 
approved amounts 

Road Connectivity Sector 1 
Project ($55.2 million) 

(i) Planned key 
activity areas. 

Feasibility study and 
detailed design will 
be carried out for 
about 700 km of 
strategic roads. 
 
(ii) Projects.  
About 500 km of 
strategic roads to be 
rehabilitated 
 
(iii) Ongoing 
projects.  

About 300 km of 
strategic roads to be 
rehabilitated 

 Air transport. 

International air 
passenger 
volume (million 
passengers per 
year) increases 
to 2.4 by 2012 
(2009 baseline: 
1.6) 
 
Domestic air 
passenger 
volume (million 
passengers per 
year) increases 
to 1.3 by 2012 
(2009 baseline: 
1.1) 

Safety and 
capacity are 
improved at 
Tribhuvan 
International 
Airport (TIA) in 
Kathmandu and 
remote 
domestic 
airports. 

TIA’s runway and 
parallel taxiway 
achieves safety 
separation 
distance by 2015 
(2009 baseline: 
non-compliant) 
 
Visual alignment 
guidance system 
and abbreviated 
precision 
approach path 
indicators are 
operational at 
remote domestic 
airport in Lukla, 
Rara, and 
Simikot by 2015 
(2009 baseline: 
non-operational). 

(i) Planned key activity 
areas. 

Strategic airport 
improvements (50% of funds) 
 
Air transport policies and 
reforms (75% of funds) 
 
(ii) Projects in the pipeline 
with estimated amounts. 

Transport Project Preparatory 
Facility - 2010 
($12 million) 
 
Air Transport Capacity 
Enhancement Project II – 
2015 ($90 million) 
 
(iii) Ongoing projects with 
approved amounts. 

Air Transport Capacity 
Enhancement Project 
($80 million) 

(i) Planned key 
activity areas. 

Project preparatory 
activities for projects 
in pipeline 
 
(ii) Projects.  
Safety and capacity 
enhancements at 
the TIA and 
additional remote 
domestic airports. 
 
(iii) Ongoing 
projects. 

TIA’s international 
terminal to be 
rehabilitated. Safety 
improvements at 
TIA and three 
remote domestic 
airports to be 
completed. 

TIA = Tribhuvan International Airport. 
Sources: The Government of Nepal and the Asian Development Bank. 


