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REGIONAL COOPERATION AND INTEGRATION 
 
A. Background and Introduction 

1. The Asian Development Bank (ADB) promotes South Asian connectivity through its 
regional cooperation and integration support for the region, characterized by a multi-pronged, 
multi-phased approach consisting of (i) national projects with subregional dimensions, (ii) 
subregional efforts through the South Asia Subregional Economic Cooperation (SASEC) 
program, (iii) regional efforts through the South Asian Association for Regional Cooperation 
(SAARC), and (iv) interregional approach through the Bay of Bengal Multi-Sectoral Technical 
and Economic Cooperation (BIMSTEC) program.1  
 
2. SASEC. The SASEC Program brings together Bangladesh, Bhutan, India, the Maldives, 
Nepal, and Sri Lanka in a project-based partnership to promote regional prosperity by improving 
cross-border connectivity, facilitating faster and less costly trade among member countries, and 
strengthening regional economic cooperation.  
 
3. Under the SASEC transport program, improving regional connectivity is crucial for 
unlocking economies of scale and increasing competitiveness especially for landlocked 
countries of the region. With the advent of supply chains, premium is placed on moving goods 
rapidly, reliably and cheaply through trade facilitation and improved logistics performance.  
 
4. SASEC 2025. The SASEC Trade Facilitation and Transport Working Group (TFTWG) 
meeting in Kathmandu (November 2014) agreed on the need to formulate the 10-year strategy 
and road map for the SASEC program—SASEC 2025—which will define and articulate the 
program’s vision, strategic priorities and priority regional projects and initiatives. ADB, as 
SASEC Secretariat, is coordinating the preparation of SASEC 2025. Consultants have prepared 
the needed diagnostics for priority SASEC sectors and areas of cooperation (transport, trade 
and transport facilitation, energy, and economic corridor development). A brainstorming 
workshop, held in Singapore on 14–15 October 2015, discussed and agreed on the various 
elements of sector/thematic thrusts, and agreed on the timetable for key action points for 
finalizing the SASEC 2025 document. A second workshop, held in Delhi on 10–11 May 2016, 
discussed the structure of the SASEC Vision Document, which articulates the long-term 
potential of the subregion as an integrated entity. The workshop also further refined SASEC 
2025’s operational plan and priorities. 
 
B. Transport: Progress and Future Directions 

5. Various SASEC transport projects are contributing to the development of SAARC 
Corridors. In Bangladesh, the 70-kilometer Dhaka Northwest Corridor upgrading to 4 lanes 
(Joydevpur–Chandra–Tangail–Elanga Road) and land ports in Benapole and Burimari, are 
being implemented under the Bangladesh SASEC Road Connectivity Project approved in 

                                                
1  Bangladesh, Bhutan, India and Nepal formed the South Asian Growth Quadrangle in 1996; they founded SASEC in 

2000 and requested ADB to help advance their economic cooperation initiative, with ADB acting as its Secretariat 
and lead financier and development partner; after ADB’s 47th Annual Meeting in Astana, Kazakhstan in May 2014, 
SASEC expanded its membership to include Maldives and Sri Lanka as full members, and Myanmar as an 
observer. See http://www.sasec.asia for more details. SAARC includes all the SASEC members as well as 
Afghanistan and Pakistan. BIMSTEC comprises Bangladesh, Bhutan, India, Myanmar, Nepal, Sri Lanka, and 
Thailand. 

http://www.adb.org/Documents/RRPs/?id=48337-002-3
http://www.sasec.asia/
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November 2012.2 In Bhutan, the Southeast Highway and Pasakha Access Road improvement 
works are being implemented under the Bhutan SASEC Road Connectivity Project.3 In India, 
the Road Corridor Kakarbhitta NEP–Panitanki/Fulbari IND–Banglabandha BAN upgrading 
works are under implementation financed by India SASEC Road Connectivity Investment 
Program Tranche 1.4 In Nepal, strategic road improvement includes the alternate East–West 
Highway Route, Border Connectivity Road (near Kakarbhitta) and Mid–Hill East–West Corridors 
under Nepal SASEC Road Connectivity Project.5 The SASEC TFTWG is also discussing 
development of an east–west corridor linking SASEC with Myanmar, involving projects in 
Bangladesh and India. This coincides with sections of Asian Highways 1 and 2 promoted by the 
United Nations Economic and Social Commission for Asia and the Pacific (UNESCAP). 
 
6. Two SAARC corridors are particularly relevant for the Project: 

 
(i) SAARC Corridor 7: Kathmandu (Nepal)–Nepalganj (Nepal)–New Delhi (India)–

Lahore (Pakistan)–Karachi (Pakistan) 
 
(ii) SAARC Corridor 10: Kathmandu (Nepal)–Bhairahawa (Nepal)–Sunauli (India)–

Lucknow (India) 
 
7. The SASEC countries are also prioritizing a number of national projects with subregional 
implications, the project’s Bhairahawa–Lumbini–Taulihawa and Narayanghat–Butwal section of 
the East–West Highway in Nepal being prime examples. In Bangladesh, this includes ADB rail 
projects covering the Dhaka–Chittagong and Dhaka–Khulna rail corridors, and the Akhaura–
Laksam double tracking. In Bhutan, the Chamkuna–Phuentsholing section is being assessed 
under a future ADB project scheduled for approval in 2016. In India, the Mechi River Bridge 
(Kakarbhitta NEP–Panitanki IND) development is to be financed by India SASEC Road 
Connectivity Investment Program Tranche 1 (footnote 4).  

 
8. Future directions in transport. The SASEC TFTWG meeting (Tokyo, November 2015) 
agreed on the following process of identifying, selecting and prioritizing future SASEC projects: 
(i) a long list of regional projects, based on strategic objectives and operational priorities of 
SASEC 2025 with preliminary due diligence, will be derived; (ii) the SASEC working group will 
identify a rolling pipeline of SASEC projects; and (iii) implementation of the rolling plan will be 
based on due diligence and preparedness of member countries. In consultation with concerned 
SASEC members, ADB will facilitate the regular monitoring mechanism of SASEC projects.  
 
C. Regional Cooperation   

9. Nepal continues to be active in regional cooperation programs as demonstrated in the 
government’s active participation in SASEC, SAARC and BIMSTEC. Regional cooperation 

                                                
2  ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Administration of Loan and Technical Assistance Grant to the People’s Republic of Bangladesh for the South Asia 
Subregional Economic Cooperation Road Connectivity Project. Manila (Loan 2949-BAN). 

3  ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grant to 
the Kingdom of Bhutan for the South Asia Subregional Economic Cooperation Road Connectivity Project. Manila 
(Loan 3149-BHU). 

4  ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 
Financing Facility to India for the South Asia Subregional Economic Cooperation Road Connectivity Investment 
Program. Manila (Loan 3118-IND). 

5  ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 
Assistance Grant to Nepal for the South Asia Subregional Economic Cooperation Road Connectivity Project. 
Manila (Loan 3012-NEP). 
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activities in Nepal are focused on energy, trade facilitation, and transport sectors. It is also party 
to the Bangladesh–Bhutan–India–Nepal (BBIN) Motor Vehicle Agreement, signed in Thimphu in 
June 2015, a landmark framework agreement to facilitate passenger, personal and cargo 
vehicular traffic among the participating countries. The BBIN countries aim to reduce costly and 
time-consuming transshipment of people and goods at border crossings through implementation 
of this agreement and are working on formulation of the Agreement’s protocols with ADB 
technical support. 
 
10. ADB's RCI support to Nepal includes several completed and ongoing investment 
projects under SASEC.  
 

Table 1: RCI Projects in Nepal 

SN 
Project 

(approval year) 
 

Status 
ADB Amount 

($ million) 
 

Project Scope 
1.  Subregional 

Transport 
Facilitation 
(2004)  

Completed 
2010 

20.0 The Project improved about 41.4 km two lane access road 
to connect Birgunj and Bhairahawa ICDs to national 
highways, constructed an ICD at Kakarbita gateway at the 
eastern border, and improved automation system of 
customs cargo clearance and management along with 
strengthening capacity of customs agency.  

2.  Road 
Connectivity 
Sector I Project 
(2006)  

Completed 
2012 

55.2  Expanded and upgraded feeder roads connecting China 
and southern Nepal, enhanced access to district 
headquarters markets, employment opportunities, and 
social services including health and education, reduced 
transport cost, improved efficiency and sustainability of 
DOR in planning, constructing, and managing the SRN, 
and enhanced capacity of local construction and 
consulting services.  

3.  SASEC 
Information 
Highway Project 
(2007)  

Ongoing 5.0  Establish high speed direct fibre optic connection among 
SASEC countries. The Project is assisting regional 
cooperation among Bangladesh, Bhutan, India, and Nepal 
through the SASEC program by implementing most urgent 
improvement in SASEC ICT development master plan in 
areas of (i) cross-border connectivity, (ii) rural access to 
information, and (iii) human resource capacity.  

4.  South Asia 
Tourism 
Infrastructure 
Development 
Projects (2009) 

Ongoing 55.5  The Project aims to have a sustainable and inclusive 
development by tapping the potential of contiguous and 
complementary tourism assets of Nepal.  

5.  Subregional 
Transport 
Enhancement 
Project (2010)  

Ongoing 49.0  Provide north-south link between Nepal’s northeastern 
region and EWH, improve major international corridors, 
and customs modernization.  
The project will also strengthen the capacity of the road 
sector and customs authorities.  

6.  SASEC 
Subregional 
Trade Facilitation 
Program (2012)  

Ongoing 15.0  The program aims to modernize and strengthen customs 
administration and management; streamline and improve 
trade processes and procedures; and improve services 
and information for private sector traders and investors, 
including women entrepreneurs. 

7.  Air Transport 
Capacity 
Enhancement 
Project (2009)  

Ongoing 80.0  The Project intends to improve safety and capacity at 
Tribhuvan International Airport and three remote domestic 
airports in Lukla, Simikot and Rara and strengthen 
institutional capacity of Civil Aviation Authority of Nepal.  
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SN 
Project 

(approval year) 
 

Status 
ADB Amount 

($ million) 
 

Project Scope 
8.  SASEC Road 

Connectivity 
(2013)  

Ongoing 75.0  The project envisages improving connectivity in Nepal and 
between Nepal and its neighbors. The main investment is 
an alternate route in Sunsari and Saptari districts which 
will create year-round passable conditions along the EWH, 
especially across the Koshi River. The repair of three 
feeder roads in the hill areas will improve connectivity 
between villages along this road system and better access 
to basic services.  

9.  SASEC Power 
Systems 
Expansion 
Project (2014)  

Ongoing 180.0  The Project seeks to increase power transmission 
capacity and power distribution network, mini-grid-based 
renewable energy systems in off-grid areas, and provide 
capacity development support to Nepal Electricity 
Authority and Alternative Energy Promotion Center.  

DOR = Department of Roads, EWH = east–west highway, ICD = inland clearance depot, ICT = information and 
communications technology, SASEC = South Asia Subregional Economic Cooperation, SRN = strategic road 
network. 
Source: Asian Development Bank. 
 
D. Importance of South Asian RCI Efforts to Nepal’s Development 

11. Benefits of the SASEC Program to Nepal. Nepal has prioritized improving its regional 
connectivity and establishing multiple transit routes to overcome the disadvantage of being a 
landlocked country. Thus, the transport sector has been the most dominant SASEC priority 
sector in terms of the investment size, with steady implementation of road and air connectivity 
projects since the inception of the program in 2001 (Table 1). The November 2015, SASEC 
TFTWG meeting in Tokyo endorsed three key transport projects in Nepal for 2016−2017, 
including the SASEC Roads Improvement Project; the remaining two under preparation are the 
Tribhuvan International Airport Capacity Enhancement Investment Program (2017), and the 
Tribhuvan International Airport Terminal Building Modernization (2017). As of June 2016, the 
rolling pipeline of projects in the SASEC 2025’s operational plan and priorities (2016−2025) 
include 24 transport projects (estimated to reach over $6 billion).  
 
12. The SASEC Subregional Trade Facilitation Program, a $15 million grant for Nepal, was 
approved in November 2012 and implemented successfully. The second tranche was disbursed 
in December 2014, and the project closed in November 2015. The SASEC trade facilitation 
sector is moving Nepal at an accelerating pace toward a more modern and transparent customs 
administration. Key milestones achieved include submission to the legislature of the proposal to 
accede to the Revised Kyoto Convention and implementation of e-Customs, the latest 
development of which was a roll-out of the Automated System for Customs Data (ASYCUDA) 
World at the first pilot site of Mechi Customs in January 2016. The technical assistance support 
also extends to the review of the fourth phase of the Customs Reform and Modernization 
Strategy and Action Plan (2013−2017), as well as the formulation of the fifth phase for 2017 
onwards. The new strategy is expected to target compliance with various international 
standards on trade facilitation, most notably the World Trade Organization’s Trade Facilitation 
Agreement, with negotiations concluded in December 2013 at the Bali Ministerial Conference.  

 
13. In the energy sector, Nepal has been actively participating in the development of the 
SASEC Transmission Master Plan, which will be critical in ensuring well-coordinated cross-
border transmission planning and implementation to reap benefits from an interconnected 
regional power grid. This study is being overseen by the SASEC Electricity Transmission Utility 
Forum (SETUF), established in 2013. A recent meeting of SASEC energy officials (Delhi, April 
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2016), discussed the various recommendations for the study to provide relevant regulatory, 
technical and operational guidance to power officials in developing feasible power links among 
the countries. The SASEC Energy Working Group meeting held in Kathmandu, Nepal 
(November 2014) (i) noted the progress of the Project Preparatory Facility for Energy in Nepal 
(approved September 2014), which focused on, among others, project preparatory activities for 
three hydropower projects and public-private partnership (PPP) project development services 
for energy export; (ii) noted the progress of SASEC Power System Expansion project in Nepal, 
to strengthen the national grid for rural electrification and future power exchange with India; (iii) 
endorsed investment support for second India-Nepal cross-border interconnection; (iv) 
endorsed support for feasibility studies for additional India-Nepal transmission lines and a large-
scale power plant; (v) endorsed investment in export-oriented generation including PPP 
projects; and (vi) considered strengthening the platform for knowledge sharing and capacity 
building, mainly through SETUF.  
 
14. SASEC 2025 Operational Plan includes the strategic objective of promoting economic 
corridor development to promote synergies between economic corridors being developed in 
individual SASEC countries, and maximize the development impacts of said economic corridor 
investments through improved cross-border linkages. This objective will require planning and 
programming of interventions that would link investments in physical infrastructure across 
transport, urban and industrial development. In Nepal, the government is planning to develop an 
economic corridor along Kathmandu–Kakarvitta via East–West Highway and via the proposed 
Mid-Hill Highway with possible extension towards Mahakali region.  
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