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DATASHEET 

 

BASIC INFORMATION 
 BASIC_INFO_TABLE 

Country(ies) Project Name 

Bangladesh, Bhutan, 
China, India, Nepal 

Nepal Strategic Road Connectivity and Trade Improvement Project 

Project ID Financing Instrument Environmental and Social Risk Classification 

P170409 
Investment Project 
Financing 

High 

 

Financing & Implementation Modalities 

[  ] Multiphase Programmatic Approach (MPA) [✓] Contingent Emergency Response Component  (CERC) 

[  ] Series of Projects (SOP) [  ] Fragile State(s) 

[  ] Performance-Based Conditions (PBCs) [  ] Small State(s) 

[  ] Financial Intermediaries (FI) [  ] Fragile within a non-fragile Country 

[  ] Project-Based Guarantee [  ] Conflict  

[  ] Deferred Drawdown [  ] Responding to Natural or Man-made Disaster 

[  ] Alternate Procurement Arrangements (APA) 

 

Expected Approval Date Expected Closing Date 

10-Jun-2020 15-Jul-2027 

Bank/IFC Collaboration    

No 

 
Proposed Development Objective(s) 

 
To improve the efficiency and safety of select transport infrastructure, improve the efficiency of cross-border trade, 
and strengthen capacity for Strategic Road Network management in Nepal. 
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Components 

 
Component Name  Cost (US$, millions) 

 

Trade Facilitation    42.00 
 

Regional Road Connectivity Improvement   659.00 
 

Institutional Strengthening   100.10 
 

Contingency Emergency Response     0.00 
 

 
Organizations 

 
Borrower:   Nepal  

Implementing Agency:  Ministry of Physical Infrastructure and Transport  
 Ministry of Industry, Commerce and Supplies  

 

PROJECT FINANCING DATA (US$, Millions) 

 
SUMMARY-NewFin1 

Total Project Cost 801.50 

Total Financing 801.50 

of which IBRD/IDA  450.00 

Financing Gap 0.00 

 
 
DETAILS -NewFinEnh1 

World Bank Group Financing 

     International Development Association (IDA) 450.00 

          IDA Credit 450.00 

Non-World Bank Group Financing 

     Counterpart Funding 351.50 

          Borrower/Recipient 351.50 

 
   



 
The World Bank  
Nepal Strategic Road Connectivity and Trade Improvement Project (P170409) 

 

 

      
 iii 

 

IDA Resources (in US$, Millions) 

 Credit Amount Grant Amount Guarantee Amount Total Amount 

Nepal  450.00    0.00    0.00  450.00 

National PBA  100.00    0.00    0.00  100.00 

Regional  200.00    0.00    0.00  200.00 

Scale-up Facility (SUF)  150.00    0.00    0.00  150.00 

Total  450.00    0.00    0.00  450.00 

   
Expected Disbursements (in US$, Millions) 

  

WB Fiscal Year    2020 2021 2022 2023 2024 2025 2026 2027 2028 

Annual     0.00   34.00   74.00  103.00  118.00   82.00   37.00    2.00    0.00 

Cumulative     0.00   34.00  108.00  211.00  329.00  411.00  448.00  450.00  450.00 

  
 

INSTITUTIONAL DATA 
 
Practice Area (Lead) Contributing Practice Areas 

Transport Macroeconomics, Trade and Investment 

 

Climate Change and Disaster Screening 

This operation has been screened for short and long-term climate change and disaster risks 

 

SYSTEMATIC OPERATIONS RISK-RATING TOOL (SORT) 

 

Risk Category Rating 
 

1. Political and Governance ⚫ Substantial 
  

2. Macroeconomic ⚫ Substantial 
  

3. Sector Strategies and Policies ⚫ Moderate 
  

4. Technical Design of Project or Program ⚫ Substantial 
  

5. Institutional Capacity for Implementation and Sustainability ⚫ Moderate 
  

6. Fiduciary ⚫ Substantial 
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7. Environment and Social ⚫ High 
  

8. Stakeholders ⚫ Substantial 
  

9. Other ⚫ Substantial 
  

10. Overall ⚫ Substantial 
 

 

COMPLIANCE 

 
Policy 
Does the project depart from the CPF in content or in other significant respects? 

[  ] Yes      [✓] No 

 
Does the project require any waivers of Bank policies?  

[  ] Yes      [✓] No 

  

Environmental and Social Standards Relevance Given its Context at the Time of Appraisal 

E & S Standards Relevance 

Assessment and Management of Environmental and Social Risks and Impacts Relevant 

Stakeholder Engagement and Information Disclosure Relevant 

Labor and Working Conditions Relevant 

Resource Efficiency and Pollution Prevention and Management Relevant 

Community Health and Safety Relevant 

Land Acquisition, Restrictions on Land Use and Involuntary Resettlement Relevant 

Biodiversity Conservation and Sustainable Management of Living Natural 

Resources 

Relevant 

Indigenous Peoples/Sub-Saharan African Historically Underserved Traditional 

Local Communities 

Relevant 

Cultural Heritage Relevant 

Financial Intermediaries Not Currently Relevant 
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NOTE: For further information regarding the World Bank’s due diligence assessment of the Project’s potential 
environmental and social risks and impacts, please refer to the Project’s Appraisal Environmental and Social Review 
Summary (ESRS). 
 
Legal Covenants 

  
  Sections and Description 
Schedule 2, Section I, A 2 (a): The Recipient shall establish within three (3) months of the Effective Date, and 
thereafter maintain throughout the period of Project implementation, a Project Steering Committee, chaired by the 
Secretary of MoPIT and comprising of representatives from the National Planning Commission, MoF, MoICS and 
MoALD; which committee shall have functions and responsibilities acceptable to the Association, including 
providing overall guidance and undertaking cross-sectoral coordination for implementation and monitoring of the 
Project. 
    

  Sections and Description 
Schedule 2, Section I, A 2 (b): The Recipient shall establish within three (3) months of the Effective Date, and 
thereafter maintain throughout the period of Project implementation, a Project Technical Committee, comprising 
of representatives and technical experts from different ministries, acceptable to the Association; which committee 
shall have functions and responsibilities acceptable to the Association, including providing technical guidance on 
the Project. 
    

  Sections and Description 
Schedule 2, Section I, A 2 (c): The Recipient shall establish within three (3) months of the Effective Date, and 
thereafter maintain throughout the period of Project implementation, a Project Coordination Unit-MoICS, set up 
within MoICS, headed by a Project director, and designated units within NITDB, Department of Customs, 
Department of Food Technology and Quality Control, Plant Quarantine and Pesticide Management Centre, and 
Department of Livestock Services and other departments and agencies responsible for implementing Part 1 of the 
Project, as agreed with the Association, which unit and designated units shall be comprised of experienced and 
qualified staff, in sufficient numbers and under terms of reference acceptable to the Association. The Project 
Coordination Unit – MoICS, in coordination with said designated units, shall be responsible for day-to-day 
implementation and monitoring of activities under Part 1 of the Project and shall have functions and 
responsibilities acceptable to the Association, including undertaking procurement and financial management; 
supporting, monitoring and reporting the compliance of Project activities with ESCP; supporting knowledge and 
capacity building of MoICS staff; preparing progress reports; and Project monitoring. 
    

  Sections and Description 
Schedule 2, Section I, B 2: Prior to the selection of any contractor for activities on any road identified for support 
under Part 2.1 or 2.2 of the Project, MoPIT shall establish, and thereafter maintain throughout the period of 
implementation of Project activities in such road, a road-specific project implementation unit which shall be: (a) 
headed by a project manager, assisted by competent staff, all with experience and qualifications, in numbers and 
under terms of reference acceptable to the Association; and (b) vested with such powers, financial resources, 
functions and competences, acceptable to the Association, as shall be required for it to carry out all preparatory 
activities for site-specific Project activities (including securing the necessary encumbrance-free land, clearances and 
permits), ensure coordination with relevant agencies and governmental departments, oversee the implementation 
of/compliance with ESCP, handle the project’s grievance complaints systems (for all grievances other than 
procurement-related ones), undertake contract management responsibilities, and guide/oversee performance of 
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the supervision consulting firm. 
    

  Sections and Description 
Schedule 2, Section I, A 2 (d): The Recipient shall establish within three (3) months of the Effective Date, and 
thereafter maintain throughout the period of Project implementation, a Project Coordination Unit -DCID, set up 
within DCID, headed by the deputy director general of DCID,  and designated units within maintenance branch of 
DoR, planning branch of DoR, National Road Safety Council, Department of Transport Management and other 
departments and agencies responsible for implementing Parts 2 or 3 of the Project, as agreed with the Association, 
which unit and designated units shall be comprised of experienced and qualified staff, in sufficient numbers and 
under terms of reference acceptable to the Association. The Project Coordination Unit – DCID, in coordination with 
said designated units, shall be responsible for day-to-day implementation and monitoring of activities under Parts 2 
and 3 of the Project and shall have functions and responsibilities acceptable to the Association, including 
undertaking procurement and financial management; supporting, monitoring and reporting the compliance of 
Project activities with ESCP; supporting knowledge and capacity building of DoR staff; preparing progress reports; 
and Project monitoring. 
    

  Sections and Description 
Schedule 2, Section I, B 1: For purposes of implementing the road improvement and upgrading activities set forth in 
Parts 2.1 and 2.2 of the Project, DoR shall award contracts in accordance with road readiness criteria acceptable to 
the Association, which criteria shall include, inter alia: (a) the completion of the notifications for any necessary land 
acquisition; (b) the securing of all environmental clearances (including any mandatory public hearings) and 
governmental permits for construction activities; (c) completion of all measures and actions in accordance with the 
ESCP; and (d) the engagement of a supervision consulting firm for works procured under Item-Rate Contracts or 
PPP Contracts, with qualifications and experience and under terms of reference acceptable to the Association, in 
order to assist the respective road-specific project implementation unit referred to in paragraph 2 below with 
contract  
management, monitoring/supervision, and the certification of contractors’ performance, including the compliance 
with/implementation of the ESCP. 
    

  Sections and Description 
Schedule 2, Section I, C 5: The Recipient shall establish, publicize, maintain and operate an accessible grievance 
mechanism, to receive and facilitate resolution of concerns and grievances of Project-affected people, and take all 
measures necessary and appropriate to resolve, or facilitate the resolution of, such concerns and grievances, in a 
manner acceptable to the Association. 
    

  Sections and Description 
Schedule 2, Section I, B 3: For purposes of implementing the road periodic maintenance activities set forth in Part 
3.3 of the Project, MoPIT shall: (a) identify the high traffic highways within the SRN, and notify them as the Core 
Road Network (CRN) within three (3) months of the Effective Date; (b) thereafter, require DoR to prepare a 
prioritized list of periodic maintenance works at or before the beginning of each Fiscal Year based on condition 
assessment and providing adequate budget allocation to meet those priorities; and (c) engage services of a 
program management consultant to assist DoR in identification, procurement, implementation, monitoring, 
technical and financial audits, and verification of results of these works. 
    

  Sections and Description 



 
The World Bank  
Nepal Strategic Road Connectivity and Trade Improvement Project (P170409) 

 

 

      
 vii 

 

Schedule 2, Section I, C 1: The Recipient shall ensure that the Project is carried out in accordance with the 
Environmental and Social Standards, in a manner acceptable to the Association. 
    

  Sections and Description 
Schedule 2, Section I, C 2:  Without limitation upon paragraph 1 above, the Recipient shall ensure that the Project is 
implemented in accordance with the Environmental and Social Commitment Plan (“ESCP”), in a manner acceptable 
to the Association. To this end, the Recipient shall ensure that: (a) the measures and actions specified in the ESCP 
are implemented with due diligence and efficiency, and provided in the ESCP; (b) sufficient funds are available to 
cover the costs of implementing the ESCP; (c) policies and procedures are maintained, and qualified and 
experienced staff in adequate numbers are retained to implement the ESCP, as provided in the ESCP; and (d) the 
ESCP, or any provision thereof, is not amended, repealed, suspended or waived, except as the Association shall 
otherwise agree in writing, as specified in the ESCP, and ensure that the revised ESCP is disclosed promptly 
thereafter. 
    

  Sections and Description 
Schedule 2, Section I, D 1: For purposes of implementing the Project, the Recipient shall: (a) prepare, approve and 
adopt a Project Implementation Manual within three (3) months of the Effective Date, in a manner and substance 
satisfactory to the Association, and thereafter carry out the Project in accordance with the provisions of the Project 
Implementation Manual, which manual shall include, inter alia: (i) the details of the Project activities including 
results framework and overall budget; (ii) the Project implementation arrangements; (iii) the format of the interim 
unaudited financial reports to be submitted under the Project; (iv) the Project’s administrative, accounting, 
auditing, reporting, financial management and procurement requirements; (v) the Project’s environmental and 
social safeguard requirements; (vi) the Project’s monitoring and evaluation, and reporting requirements; and (vii) 
the model form of agreement for Item-Rate Contracts and PPP Contracts; and (b) refrain from amending, 
suspending, waiving, and/or voiding any provision of the Project Implementation Manual, whether in whole or in 
part, without the prior written concurrence of the Association. 
    

  Sections and Description 
Schedule 2, Section I, C 6: The Recipient shall ensure that all bidding documents and contracts for civil works under 
the Project include the obligation of contractors, subcontractors and supervising entities to: (a) comply with the 
relevant aspects of ESCP and the environmental and social instruments referred to therein; and (b) adopt and 
enforce codes of conduct that should be provided to and signed by all workers, detailing measures to address 
environmental, social, health and safety risks, and the risks of sexual exploitation and abuse, sexual harassment and 
violence against children, all as applicable to such civil works commissioned or carried out pursuant to said 
contracts. 
    

  Sections and Description 
Schedule 2, Section IV, 2: Except as the Association may otherwise agree, the Recipient shall ensure that the 
ownership of any assets generated, goods procured, and works constructed by the Nepal Police out of the 
Financing proceeds shall be transferred to, or shall vest, with MoICS, MoPIT and/or Coordinating Authority or any 
equivalent or appropriate line ministry or agency agreed with the Association. 
    

  Sections and Description 
Schedule 2, Section I, F 1: In order to ensure proper implementation of Part 4 of the Project (“CER Part”), the 
Recipient shall: (a) prepare and furnish to the Association for its review and no-objection, an Annex to the Project 
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Implementation Manual (“CER Annex”) which shall set forth detailed implementation arrangements for the CER 
Part, including: (i) designation of, terms of reference for and resources to be allocated to, the entity to be 
responsible for the coordination and implementation of the CER Part (“Coordinating Authority”); (ii) specific 
activities which may be included in the CER Part, Eligible Expenditures required therefor (“Emergency 
Expenditures”), and any procedures for such inclusion; (iii) financial management arrangements for the CER Part; 
(iv) procurement methods and procedures for Emergency Expenditures to be financed under the CER Part; (v) 
documentation required for withdrawals of Emergency Expenditures; (vi) environmental and social safeguard 
instruments, including management frameworks, assessments and/or plans for the CER Part consistent with the 
Association’s policies on the matter; and (vii) any other arrangements necessary to ensure proper coordination and 
implementation of the CER Part; (b) afford the Association a reasonable opportunity to review said proposed CER 
Annex; (c) adopt the CER Annex for the CER Part for which the Association shall have been accorded its no-
objection; (d) ensure that the CER Part is carried out in accordance with the CER Annex, provided however that in 
the event of any inconsistency between any of the provisions of the CER Annex and those of this Agreement, the 
provisions of this Agreement shall prevail; and (e) not amend, suspend, abrogate, repeal or waive, whether in 
whole or in part, any provision of the CER Annex without the prior written concurrence of the Association. 
    

  Sections and Description 
Schedule 2, Section I, F 2: After the Recipient has determined that an Eligible Crisis or Emergency has occurred, it 
shall prepare and furnish to the Association for its review and no-objection, in accordance with the provisions set 
forth in the CER Annex, a Contingent Emergency Response Implementation Plan (“CERIP”) which shall set forth 
detailed arrangements for the activation of CER Part, including: (i) specific activities to be financed out of the 
Emergency Expenditures; (ii) itemized costs for each expenditure item; (iii) implementation arrangements for the 
CER Part, as defined in the CER Annex or with proposed amendments; (iv) procurement plan for the CER Part; (v) 
details regarding compliance with environmental and social safeguard instruments; and (vi) any other 
arrangements necessary to ensure proper implementation of the CER Part. 
    

  Sections and Description 
Schedule 2, Section I, F 3: The Recipient shall, throughout the period of implementation of the CER Part, maintain 
the Coordinating Authority, with adequate staff and resources satisfactory to the Association. 
    

  Sections and Description 
Schedule 2, Section I, F 4: The Recipient shall undertake no activities under the CER Part (and no activities shall be 
included in the CER Part) unless and until the following conditions have been met in respect of said activities:    
(a) (i) the Recipient has determined that an Eligible Crisis or Emergency has occurred; (ii) the Recipient has 
furnished to the Association a request to include said activities in the CER Part in order to respond to said Eligible 
Crisis or Emergency; and (iii) the Association has agreed with such determination, accepted said request and 
notified the Recipient thereof; and (b) (i) the Recipient has prepared and disclosed all safeguard instruments 
required for said activities, in accordance with the CER Annex; (ii) the Association has approved all such 
instruments; and (iii) the Recipient has implemented all actions which are required to be taken under said 
instruments prior to the commencement of such activities. 
    

  Sections and Description 
Schedule 2, Section IV, 1: All activities carried out by the Nepal Police under the Project shall be under the control 
of MoICS, MoPIT and/or Coordinating Authority, as appropriate, and shall be undertaken exclusively for the 
purposes related to the Project. All goods, works, services, Incremental Operating Costs and Training financed by 
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the Financing proceeds shall be used by the Nepal Police exclusively under the direction and control of MoICS, 
MoPIT and/or Coordinating Authority, as appropriate,  and in accordance with the Project Implementation Manual 
and other arrangements or protocols that the Association may require for carrying out these activities. 
    

  Sections and Description 
Schedule 2, Section IV, 3: The Recipient shall: (a) ensure that the following expenditures are financed exclusively 
out of its own resources and not out of the proceeds of the Financing; and (b) provide, promptly as needed, the 
resources needed for this purpose: (i) all costs associated with land and land use rights required for the purposes of 
the Project; (ii) all resettlement and rehabilitation compensation and other assistance to Affected Person(s); (iii) 
costs of maintenance of any roads or corridors improved, upgraded or covered under the safe corridor 
demonstration program under Part 2 of the Project. 
    

  Sections and Description 
Schedule 2, Section IV, 4: The Recipient shall ensure that no withdrawal for any expenditure is claimed under this 
Project, where the Recipient, or any of its agencies, shall have financed or agreed to finance any such expenditure 
incurred under any other credit, loan or grant under any contract with the Association or any national or 
international agency or organization or a sovereign government. 
   

 
Conditions 
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I. STRATEGIC CONTEXT 

 

A. Regional and Country Context 

1. Goods trade within South Asia is well below its potential. Gravity models show that goods trade within 
South Asia could be worth US$67 billion, rather than the US$23 billion achieved in 2015.1 Costs of trading within 
South Asia, at 114 percent of the value of the goods being exported, is very high compared to trade costs with 
distant partners such as the United States (109 percent) and the European Union (114 percent).2 The unexploited 
trade potential of the countries in the region is estimated at 93 percent for Bangladesh, 50 percent for India and 
76 percent for Nepal.3   

2. The gap between reality and potential for trade is acute in the eastern sub-region of South Asia, 
comprising Bangladesh, Bhutan, (northeastern parts of) India and Nepal (BBIN countries), owing to various 
constraints including low productivity, challenging terrain, and consequent poor connectivity and high costs of 
transportation.4  The scope for trade is further constrained by the poor supply capacity of local producers in the 
sub-region, poor trade facilitation and prevalence of a variety of non-tariff barriers. These barriers to trade are 
especially pertinent to landlocked Nepal, whose basket of export goods is dominated by agricultural products. Its 
imports and exports face delays and high costs when passing through sea ports in neighbouring countries and by 
limitations on routes for transit cargo.  Poor transport connectivity within Nepal, inefficient land border crossings, 
and lack of accredited trade laboratories to certify agricultural exports gravely undermine its trade performance.  
The various constraints increase product losses, raise the costs of transportation and logistics, thereby making 
Nepali exports uncompetitive in international markets and push up the prices of imported, essential, and 
nonessential consumer goods, as well as the prices of inputs. 

3. Over the past decade, Nepal’s economy has performed reasonably well. Real growth domestic product 
(GDP) growth averaged 4.9 percent (at market prices) over 2010-19.  Although declining as a share in the economy, 
agriculture continues to play a large role, contributing over 29 percent of GDP in FY2019. The service sector has 
grown in importance, accounting for 46 percent of GDP in FY2019. Industry and manufacturing have grown more 
slowly and their relative share in the economy has averaged 14 percent of GDP over the past decade. Similarly, 
exports continue to struggle, while imports are fueled by remittances.  Remittances have remained stable, with 
its share as a percentage of GDP averaging 24.5 percent, supported by an increased transfer of funds through 
formal channels in recent years. Inflation has been in single digits for most of the past decade, with the peg of the 
Nepalese rupee to the Indian rupee providing a nominal anchor. Fiscal balances remained sustainable owing to 
strong revenue growth and modest spending.  However, the federal government is now sharing revenue and 
transferring grants to provincial and local governments, as part of the recent reforms linked to federalism. The 
poverty headcount ratio (at the international line of US$1.90/day) is estimated at 8 percent in 2019, down from 
15 percent in 2010.  At a higher line (US$3.20/day), 39 percent of the population is estimated to be poor in 2019, 
which is a decline of more than 10 percentage-points from 2011. Despite the declining poverty trend, vulnerability 
remains high. Almost 10 million people (close to 29 percent of the population) are estimated to live between 
US$1.9 and US$3.2 a day in 2019 and face a significant risk of falling into extreme poverty, should a shock occur. 

 
1 Kathuria, S. 2018. A Glass Half Full: The Promise of Regional Integration in South Asia. World Bank. Washington, DC. 
2 United Nations. 2016. Unlocking the Potential of Regional Economic Cooperation and Integration in South Asia, United National 
Economic and Social Commission for Asia and the Pacific (UNESCAP). New Delhi. 
3 ibid. 
4 Bhutan, Nepal and northeastern states of India are land-locked with predominantly hilly and mountainous terrain.  
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4. GDP growth was 7.1 percent in FY2019 backed by tourism and strong agricultural growth; in FY2020, 
the COVID19 pandemic is expected to cause a large reduction in growth. The service sector grew by 7.5 percent 
in FY2019, supported by remittance inflows and tourist arrivals which in turn contributed to expansion of retail 
trade, transport, hotel and restaurant activity. Agriculture grew by 5 percent, due to good monsoons together 
with increased commercialization, the availability of fertilizers and seeds, and irrigation facilities. This helped raise 
paddy production, maize, and wheat to historic highs, almost doubling agriculture’s contribution to GDP growth. 
In FY2019, agriculture accounted for 29 percent of overall GDP growth. Government revenue has performed well 
in FY2018 and FY2019 compared to previous years. However, the COVID19 pandemic is expected to significantly 
reduce growth in FY2020.  Activity in the tourism sector has been significantly impacted, causing a reduction in 
hotel occupancy rates and transport services that is estimated to exceed 50 percent. Also, expenditure levels are 
expected to increase significantly as government puts in place programs and measures to mitigate the impact of 
COVID on the economy and support recovery. This will add to existing spending pressures from ongoing 
implementation of federalism and federal transfers to provincial and local governments.  

5. Inflation averaged 4.5 percent year on year (y/y) in FY2019, lower than the monetary policy target of 
5.5 percent. The price of non-food items grew by 5.8 percent, driven mainly by housing and utilities, while food 
prices rose only 3 percent due to good agricultural production.  In the last two months of FY2019 (i.e., June/July 
2019), inflation spiked to 6 percent (y/y). This was driven by higher food prices due to increased pesticide tests on 
vegetables and fruits imported from India which resulted in lower uptake of imported food and increased 
domestic prices. Over the first six months of FY2020, inflation averaged 6.4 percent (y/y), driven by higher 
vegetable prices and increased import duties on certain agricultural and industrial goods. This has widened the 
inflation gap with India and contributed to a 2.1 percent (real effective) appreciation of the Nepalese Rupee. As 
the effects of the COVID pandemic unfold, in terms of domestic demand and supply shocks, this is expected to 
put more pressure on inflation. 

6. A new government, backed by an unprecedented majority in Parliament took office on February 15, 
2018.  This follows successful elections for all three tiers (federal, provincial and local) of the new state 
architecture defined by the 2015 constitution, marking a protracted-but-successful conclusion of a political 
transition that began with the signing of the Comprehensive Peace Agreement in November 2006.  State 
governments largely mirror the coalition at the center. At the sub-national level, funds, functions and 
functionaries hitherto managed by the central, district and village authorities are moving to the seven new 
provinces and 753 local governments for which new legislation, institutions and administrative procedures are 
being formalized as constitutionally prescribed.  Meanwhile, the central level authority is being streamlined with 
a focus on national policies and oversight.  This profound level of state restructuring is expected to result in 
improved outreach and service delivery in the medium term but is likely to take time before becoming fully 
operational.      

B. Sectoral and Institutional Context 

7. In 1997, BBIN countries formed the South Asian Growth Quadrangle (SAGQ) to create an enabling 
environment for accelerating economic growth and overcome infrastructure constraints.5  At the behest of 
SAGQ, the Asian Development Bank (ADB) launched the South Asia Sub-regional Economic Cooperation (SASEC) 

 
5 The other aims of SAGQ, a sub-regional initiative under the aegis of the South Asian Association for Regional Cooperation (SAARC), 
included (i) making optimal use of and further develop the complementarities in the subregion; and (ii) developing economic and 
institutional linkages and nodal points for facilitation cooperation on policy framework and project implementation. 
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program, with focus on transport, trade and energy.  In April 2017, the SASEC Finance Ministers’ Meeting in Delhi 
adopted the SASEC Operational Plan 2016-25.6  The Operational Plan is founded on four strategic objectives, viz., 
(i) enhancing physical connectivity; (ii) following a comprehensive approach to transport and trade facilitation; (iii) 
enhancing electricity trade; and (iv) promoting synergies between economic corridors being developed in 
individual SASEC countries and optimizing the development impacts of these investments through improved 
cross-border links. These objectives are also aligned with BBIN countries attempts to enhance regional co-
operation and connectivity under the aegis of the Bay of Bengal Initiative for Multi-Sectoral Technical and 
Economic Cooperation (BIMSTEC). 7 

8. Specifically, to enhance regional connectivity, the Plan identified priority projects in all countries in the 
sub-region covering roads, railways, waterways and airways, which are recognized for their major influence on 
transport and trade costs between member states. These priorities included four-laning of two roads in Nepal: 

(a) Mugling-Naubise-Kathmandu (100 km), with support from the World Bank. This road is part of Asian 

Highway 42 that connects Nepal to (i) India at Raxaul and the Asian Highway 1 at Barhi (in India) and 

will thus form a part of the Kathmandu-Birgunj-Kolkata regional trade corridor, and (ii) China at Kodari 

and also Rasuwa via another road in Nepal.    

(b) East-West Highway (1,024km), with support from the ADB and the World Bank. This road is part of 

Asian Highway 2, which connects Nepal to India (i) via Siliguri on the east-side, and through it to 

Bangladesh and further to Bhutan (via Asian Highway 48), (ii) via Brahmdevmandi on the west-side,  

and (iii) through link roads in Nepal connecting to several border locations in between such as 

Biratnagar, Birgunj and Bhairahawa.   

9. In a similar vein, the Plan identified three trade facilitation priority areas, viz.: (i) customs-related 
measures covering both land- and sea- based operations; (ii) border and inland facilities, improved logistics, port 
processes, and automation; and (iii) improvement in the operations of other border agencies, particularly in the 
implementation of sanitary and phyto-sanitary standards (SPS) and technical barriers to trade (TBT) measures and 
the integration of all border clearance processes through the development of national single windows (NSW). 

10. Guided by the common goal of increasing sub-regional connectivity and trade, BBIN countries are 
pursuing several initiatives, collectively, bilaterally or individually. These initiatives are aimed at alleviating soft 
(transit and trade facilitation) and hard (infrastructure) constraints, both within and across borders. Notable 
examples of such initiatives include: (i) BBIN Motor Vehicles Agreement (MVA),8  which is intended to ease 
restrictions on cross-border road transit for vehicles, passengers and cargo, reduce transport costs and foster the 
development of multimodal transport and transit facilities that in turn is expected to promote greater intra-
regional trade; (ii) Nepal and India collaboration on Integrated Check Posts (ICPs) at select locations to upgrade 
and integrate border controls and customs services;9 (iii) Bangladesh granting Nepal, Bhutan, and India access to 

 
6 https://www.sasec.asia/index.php?page=news&nid=643&url=joint-ministerial-statement-sasec 
7  BIMSTEC is a regional platform comprising of BBIN countries and Myanmar, Sri Lanka and Thailand. At their Fourth Summit at Kathmandu, 
BIMSTEC countries  (i) reiterated their resolve to establish seamless multi-modal transportation linkages and smooth, synchronized and 
simplified transit facilities through the development, expansion and modernization of highways, railways, waterways, sea routes, airways 
in the region; and (ii) noted with satisfaction the preparation of draft BIMSTEC Master Plan of Transport Connectivity (prepared with 
support from ADB) and called for its early adoption. Source: https://bimstec.org/?event=the-fourth-bimstec-summit 
8 The MVA has been ratified by Bangladesh, India, and Nepal. Bhutan, which could not ratify the agreement earlier, is reportedly 
reconsidering its stance. All countries recognize MVA as a landmark for giving momentum to transport facilitation in the sub-region. 
9 Two ICPs completed include Birgunj (Nepal) – Raxaul (India) and Biratnagar (Nepal) – Jogbani (India).  

 

https://www.sasec.asia/index.php?page=news&nid=643&url=joint-ministerial-statement-sasec
https://bimstec.org/?event=the-fourth-bimstec-summit
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the ports of Chittagong and Mongla; and (iv) India’s investments at or near the Nepal border that will have positive 
spin-offs for Nepal.10 Many of these efforts of BBIN countries are being supported by the Asian Development Bank 
(ADB) and the World Bank.11   

11. This sub-regional thrust on increasing regional connectivity and improving trade facilitation holds 
utmost significance for Nepal, as it is land-locked and its trade in goods accounts for 40 percent of its GDP. 
Inefficiencies in transit including those related to transportation have high adverse impact on the competitiveness 
of Nepal’s exports and, equally importantly, on its economy because imports of goods accounts for 36 percent of 
its GDP.  Nepal’s ranking on the Logistics Performance Index (LPI) – 114 out of 167 countries – is well behind most 
of its South Asian Neighbours; even among the 33 land-locked states, it ranks at 20.  In the case of infrastructure 
– one of the sub elements of the LPI – the country is ranked even lower at 123. Alleviating connectivity and 
facilitation challenges to trade could yield significant benefits for Nepal; according to an estimate, a 40 percent 
reduction in trade costs could yield welfare gains of 56 percent of GDP and intra-regional export gains of 106 
percent of GDP.12 

12. Nepal’s regional connectivity and trade challenges, though sizeable and complex, are highly 
concentrated in geographical terms. This is because more than 95 percent of Nepal’s trade via land is either with 
India (60 percent of Nepal’s trade) or is routed through India, and passes through three cross-border locations 
and two regional corridors.13  Of the goods traded via land, nearly 85 percent are routed through three border 
locations,14 and more than 95 percent relies on the Kathmandu-Birgunj-Kolkata corridor and/or the East-West 
Highway. 15   

13. The Government of Nepal (GoN) has initiated several measures to alleviate both soft and hard 
constraints to trade, primarily focusing on regional connectivity. To improve trade facilitation, Nepal has 
implemented the computerized customs management system ASYCUDA World (Automated System for Customs 
Data) with support from ADB and is currently developing a National Single Window (NSW) with support from the 
World Bank. Working in concert with India, Nepal has gained access to Visakhapatnam port, and has piloted the 
Electronic Cargo Tracking System (ECTS) connecting to Kolkata/Haldia and Visakhapatnam ports.16  Similarly, to 
alleviate cross-border infrastructure constraints, Nepal has advanced work on establishing Integrated Check Posts 
(ICPs) and improving other facilities at four major border points, viz., Birgunj, Bhairahawa, Biratnagar, and 
Kakarvitta. In addition, with World Bank support, GoN improved the Narayanghat-Mugling road on the 
Kathmandu-Birgunj corridor, developed railway Inland Clearance Depot (ICD) at Birgunj and is constructing an ICD 
at Kathmandu. GoN is also developing cross-border rail links at Jogbani-Biratnagar and Jaynagar-Bardibas, with 

 
10 e.g., bridge on the Mechi river, Rupaidiha-Barabanki (144 km), Sonauli-Gorakhpur (184 km), Bobesganj-Jogbani and Piprakodi-Raxaul 
roads. 
11 In the case of ADB, as of March 2017, nine projects worth $2.4 billion were approved as part of the SASEC Operation Plan 2016-2025, 
which included two road projects in Bangladesh ($890 million), two economic corridor initiatives and a bridge project in India ($1.2 billion), 
trade facilitation and airport projects in Bhutan ($27 million) and road and energy projects in Nepal ($302 million).  In the case of the World 
Bank, support for this cause is being channeled under the Eastern Corridor Connectivity Program, which since 2012 financed a continually 
evolving regional program to improve connectivity and trade in the BBIN countries (more details in Annex 2). 
12 ibid. p. 1. 
13 India accounts for 60 percent of Nepal’s trade and, for India, trade across borders with its neighbors constitutes less than 2 percent of its 
overall trade, but within that, trade with Nepal accounts for 55 percent, followed by Bangladesh (33 percent) and Bhutan (6 percent). 
14 viz., Birgunj (50 percent), Bhairahawa (20 percent) and Biratnagar (15 percent). 
15 Nepal Foreign Trade Statistics: Fiscal Year 2017/18. Source: https://www.customs.gov.np/en/statisticsmonthly.html 
16 In a similar vein, through its Transit and Transport Agreement with China, it secured access to four Chinese seaports (Tianjin, Shenzhen, 
Lianyungang and Zhanjiang) and three dry ports (Lanzhou, Lhasa and Xigatse). 

 

https://www.customs.gov.np/en/statisticsmonthly.html
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support from the Government of India. Some of these initiatives are yielding notable positive results17; however, 
more remains to be done in both trade facilitation and regional connectivity.  

14. Trade facilitation.  Institutional, regulatory, and infrastructure capacity needs enhancement, especially in 
the three major cross-cutting areas identified in the Nepal Trade Integration Strategy (NTIS, 2016): (a) Sanitary 
and phyto-sanitary (SPS) management; (b) Cross border infrastructure and procedures; and (c) Trade-related 
capacity. Nepal’s export basket is dominated by agricultural products and this is likely to remain the case in the 
short and medium term. However, Nepal is unlikely to expand agriculture exports without investments in 
infrastructure, equipment, and human resources to certify that its goods achieve the various SPS standards of key 
regional and global export markets.18 Existing laboratories are not internationally accredited and therefore Nepal’s 
trading partners, including India, do not recognize their certifications. This results in traders having to undergo 
costly and time-consuming round of inspections in accredited labs in India. Currently, samples of Nepalese export 
products are sent for testing laboratories in India which takes a minimum of nine days, and often 3-4 weeks before 
the results are received. While the clearance time at key cross border points (Birgunj and Biratnagar) has been 
reduced with the introduction of integrated check posts, many border crossings remain congested due to 
inadequate infrastructure, excessive bureaucracy and procedures, and lack of coordination between border 
agencies. Limited institutional capacity (including trade negotiations capacity) and inter-agency coordination have 
constrained the government’s ability to implement the 2016 NTIS, as well as its 2010 precursor.  

15.  Regional connectivity. Nepal’s international trade volumes lack the scale to sustain multiple transit 
corridors. Therefore, there is a need to establish a primary focus on a few strategic routes. Both the Kathmandu-
Birgunj corridor and the East West Highway, the two major transport corridors that carry more than 95 percent 
of trade in goods via land, are already operating beyond capacity in several sections.19  To alleviate this, in 
Kathmandu-Birgunj corridor, the Nagdhunga-Naubise-Mugling road (NNM, 95 km) is to be improved to a 2-lane 
standard with paved shoulders and, in the East West Highway, the Kamala-Dhalkebar-Pathlaiya road (KDP, 130 
km) is to be upgraded to a 4-lane standard; other sections of the East West Highway are being upgraded with 
support from ADB.20 In addition to capacity augmentation, it is equally important to ensure that these roads are 
made climate resilient, safe and sustainable. The NNM road is vulnerable to landslides and KDP road is vulnerable 
to flooding given it spans multiple rivers/streams (around 70 times in a length of 130 km), and both are highly 
prone to accidents. After capacity augmentation, these roads are very likely to suffer the risk of not getting 
adequate attention and funds for maintenance. It is proposed to mitigate these risks on the project roads through 
(i) integrating adequate engineering solutions to address climate resilience and safety aspects in the design, 
construction and operation & maintenance phases; (ii) supporting enforcement and post-crash aspects of road 
safety through the Safe Corridor Demonstration Program (SCDP) involving other key stakeholder departments, 
viz., Transport, Police and Health; and (iii) including in the works contracts a provision for maintenance for a period 
of 5-8 years after construction. 

16. Regional spill-over benefits. The proposed interventions are expected to significantly improve the 
economic potential in the eastern sub-region of South Asia, especially in enhancing trade between Nepal and India 

 
17 For example, improving time and cost of transit through opening the Integrated Check Post at Birgunj at the Nepal-India border has been 
one of the positive factors in helping Nepal move up 16 notches to 94 in Ease of Doing Business 2020 rankings. 
18 World Bank. Nepal: Sources of Growth in Agriculture for Poverty Reduction and Shared Prosperity, 2016  
19 For example, in Kathmandu-Birgunj corridor, the Naubise-Galchhi section with a design capacity to serve traffic of 10,000 PCUs (Passenger 
Car Units), is already having a traffic volume of 15,000 PCUs, which is expected to go up to 27,000 by 2022. 
20 The ADB is supporting upgrading of several sections of the East-West Highway, viz., Kanchanpur-Kamala (87 km) and Narayanghat-Butwal 
(110 km) and included support for Kanchanpur-Kakarvitta (143 km) and Pathlaiya-Narayanghat (106 km) sections in pipeline. 
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as well as Nepal’s trade with Bangladesh and Bhutan. 85 percent of Nepal’s imports enter through India, 
irrespective of their country of origin.21 This project will contribute to strengthening weak links in the road network 
of the BBIN countries, as envisioned in the SASEC Operational Plan. The project corridors interconnect with 
regional transport routes that carry among the heaviest freight traffic in the sub-region and include the largest 
border crossings in terms of trade volume and value.  Through network effects, the project interventions will 
enhance the integration of the landlocked or semi-isolated status of Nepal, Bhutan and the Northeastern Region 
of India with the rest of the sub-region.  The increased efficiency in border processing will help reduce the cost of 
doing business for traders on both sides of the borders.  Likewise, the proposed improvements in road segments 
are expected to benefit these countries in terms of reducing the transportation time, costs and related carbon 
emissions.  Given the trade pattern of Nepal,22 the larger share of the benefits of reduction in trade costs would 
be on imports.  These benefits are also likely to accrue to the movement of goods from and to Bangladesh and 
Bhutan,23 as it is mostly channeled through India at these border crossings and on these transport corridors.  The 
project would strengthen BBIN’s regional coordination which is key to harmonize transit measures. 

17. Given the scale of the proposed road works, GoN sees them as an opportunity for introducing good 
practices for addressing the following sector-wide challenges: 

(a) Climate Resilience. The International Panel on Climate Change (IPCC) suggests that Himalayan regions 
like Nepal will experience significant changes in weather patterns due to climate change. Historical 
and recent data collected via the Association’s Climate and Disaster Risk Screening tool further 
confirm the high level of risk for the physical component pertaining to extreme precipitation, flooding, 
landslides and earthquakes events, which have increased in frequency and intensity over the years. 
The monsoon delivers about 80 percent of annual rainfall in just three months in a given year. For 
example, heavy monsoon flooding during the summer of 2019 demonstrated that the road 
infrastructure is highly vulnerable to natural events and caused hundreds of deaths and displaced 
thousands of people. Some locations in Nepal received up to 613 mm of heavy rainfall in July 2019. 
Major highways were blocked or destroyed by floods and landslides, including the Koshi-Kamala 
section of the East-West Highway. Improving construction practices and increasing investments in 
periodic maintenance as intended under this project are thus crucial to ensure resilience of the core 
highway network as well as of the Nepali communities. 

(b) Road Safety.  According to official statistics, 2,541 road deaths (8.6 deaths per 100,000 population) 
were recorded in Nepal in fiscal year 2017-18, which is likely an underestimate compared to the World 
Health Organization (WHO) estimate of 4,622 fatalities in 2016 (15.9 deaths per 100,000 
population).24 Road traffic crashes in Nepal result in an annual cost of 0.8 percent of GDP (WHO, 2015). 
About 40 percent of the people killed on roads in 2017/18 were less than 26 years old and, in 2016, 
Road Transport Injuries (RTI) were the second leading cause of death among men in the 15-49 age 
group. Heavy vehicles, particularly buses, were involved in 70 percent of fatal crashes on selected 
sections of the SRN. This affected the low-income households the most as they relied mainly on long-
distance bus services for daily economic and social activities. Because of their limited ability to cope 

 
21 Nepal Systematic Country Diagnostic, February 2018. 
22 In 2017, in South Asia, Nepal imported goods worth approximately US$6.6 billion and exported goods worth approximately US$0.4 billion 
(mostly from and to India). At global scale, Nepal’s imports and exports are approximately US$10 billion and US$0.74 billion, respectively. 
23 In 2017, Nepal’s imports from and exports to Bangladesh are worth approximately US$38.9 million and US$9.8 million, respectively.  
24 For consistency when WHO estimates for crash fatality rates, per 100,000 population, are compared within the region, Nepal lags 
marginally behind Pakistan (14.3), Sri Lanka (14.9), Bangladesh (15.3). However, when compared with best performing countries in the 
world (less than 3 deaths per 100,000 population) there is significant gap in performance on road safety outcomes. 
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with the losses, they were pushed further into poverty or even extreme poverty. GoN is seeking to 
address this thorugh: (a) institutional support to the National Road Safety Council (NRSC); (b) 
implementation of pilot projects for systematic, targeted safety interventions (in engineering, 
enforcement and post-crash care); and (c) country-wide roll-out of the Road Accident-Information 
Management System (RAIMS). 

(c) Gender.  The design of transport infrastructure is largely technical, with less consideration for gender 
differentiated needs and priorities which are mainly determined by income, time poverty, and risk of 
personal safety.25 Female Labour Force Participation (FLFP) in the construction sector is lower than 
that of males (4.2 percent for women compared to 19.5 percent for men).26 This lower FLFP rate is 
due to prevalent social norms and to fewer women with appropriate skills and education being 
available for more technical positions. While female participation in higher education has increased 
to 52 percent, the Gender Parity Index (GPI)27 shows that their participation is significantly low in the 
faculties of Engineering (0.16),  Veterinary Science and Fisheries (0.35), Agriculture (0.43) and Science 
and Technology (0.58),28 contributing to the shortage of females with specialized skills.   

(d) Citizen Engagement.  In large scale road projects, the Citizen Engagement mechanisms are often 
confined to informal consultations with affected communities during the planning phase, focusing 
mainly on land acquisition issues and not in the design and planning of project activities.29 

(e) Sustainability and Efficiency. Expenditures on both capital and maintenance works often leave out 
sizeable portions of the network. The typical small, annual contracts are administratively onerous and 
are not amenable to economies of scale or to incentivise the contractor to move up the productivity 
ladder.  Maintenance – a critical aspect of sustainability and resilience – has been receiving very low 
priority. Although GoN has increased the budget allocation for the Strategic Road Network (SRN)30 at 
a compound annual growth rate (CAGR) of 44 percent during FY14-FY19 (reaching US$692 million in 
FY19), maintenance expenditure increased only at a CAGR of 8 percent, resulting in a precipitous drop 
in its share in total expenditure, from 16 percent to 7 percent.31  GoN is keen to address this through 
(i) adopting more efficient contracting approaches, (ii) developing a road asset management system 
underpinned by robust data collection and analytics, (iii) a multi-year periodic maintenance program 
for the core high-traffic elements of the SRN, and (iv) enhancing capacity for training and skill-building 
of staff.    

18. Coronavirus Disease 2019 (COVID-19): The pandemic is expected to disrupt economic activity, raise 
macroeconomic risk and reduce growth in FY 2020. The proximate focus of the government is rightly on public 
health imperatives, viz., enforcing social distancing, increasing testing and enhancing capacity for medical care. 

 
25 The World Bank. 2019. ‘Addressing Gender Gaps in Strategic Roads -Technical Note’. Kathmandu: The World Bank. 
26 Nepal Labor Force Survey 2017/18 
27 GPI= Female enrollment/Male enrollment. 
28 Education Management Information System 2015/16, University Grants Commission. 2017. 
29 At the construction phase CE is done through Compensation Determination Committee at the district level, and Local Consultation 
Forums at the village level but was not done systematically. 
30 The primary network comprising about 13,000+ km that serves as the backbone for the physical and economic integration of the country 
and enables year-round administrative, political and social connectivity throughout Nepal. The principal responsibility for the development 
and management of the SRN is vested with the Department of Roads (DoR) under the Ministry of Physical Infrastructure and Transport 
(MoPIT). 
31 Capital expenditure, too, could have been benefitted from better prioritization, as can be seen from the fact that capacity addition is 
lagging even among roads providing the pivotal north-south and east-west connectivity. For instance, out of the 29 highways that provide 
the principal north-south linkages, as many as 6 are having daily traffic volumes of over 15,000 PCUs indicating an urgent need for upgrading 
them to a 4-lane standard; these include the Nagdhunga-Naubise-Mugling road. 
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However, once the pandemic curve is brought to a manageable level, economic recovery is expected to be one of 
the top of priorities of the government, as will the preparation to deal with similar emergencies in future. On both 
these fronts, the proposed project can make notable contributions, as highlighted in the section on Technical 
Analysis.  

C. Relevance to Higher Level Objectives 

19. The project is fully aligned with the past and ongoing efforts of BBIN countries, ADB and the World Bank 
towards increasing trade and connectivity. The trade facilitation and physical connectivity activities proposed are 
the priorities of the countries as identified and adopted via the SASEC Operation Plan 2016-25.  The project is 
aligned with the World Bank Group’s South Asia Regional Strategy which recognizes regional cooperation and 
integration as a key strategic objective and highlights the importance of easing policy, structural and capacity 
constraints to cross-border connectivity, with trade and transport among the priorities. It is a part of the World 
Bank’s Eastern Corridor Connectivity Program (see Annex 2), which since 2013 has financed a continually evolving 
regional program to improve connectivity and trade in the BBIN countries, including the Nepal India Regional 
Trade and Transport Project (NIRTTP). The project plays a significant role in improving Nepal’s transport and trade 
connectivity with India, Bangladesh and Bhutan (via India), as well as China. For example, the Kathmandu-
Kakarvitta connection via the East-West Highway will have potential synergies with Bangladesh’s Dhaka-
Chittagong corridor on the Bangladesh side, with various possible industry links. These include , viz. (i) textile 
exported from Bangladesh to Nepal for manufacture of textile end products; (ii) exports of limestone from Nepal 
to Bangladesh, where the end product (cement) is manufactured; and (iii) Nepal’s access to Bangladesh Ports.32  

20. The project is consistent with the World Bank Group’s Nepal Country Partnership Framework FY19-23,33 
discussed by the Board on August 7, 2018.  Private Sector-led Jobs and Growth is one of the three focus areas of 
the Nepal Country Partnership Framework (CPF, 2019-23) to achieve the World Bank’s twin goals of ending 
extreme poverty and promoting shared prosperity. It recognizes the lack of economic competitiveness as a key 
fragility in this area, and prioritizes inter alia, increased transport connectivity and improved regulatory 
environment for competitiveness. Specifically, the CPF envisages support for (i) regional transport connectivity 
and facilitating trade integration; and (ii) addressing persistent shortcomings in the SRN through strengthening 
planning and management of projects, improving the quality and resilience of infrastructure and enhancing 
implementation capacity.   

21. Increasing physical infrastructure, including connectivity, is a GoN priority set out in the 14th Periodic 
Plan (2017-19), which specifically includes the proposed improvements to NNM and KDP roads, and these are 
envisaged to be continued in the 15th Periodic Plan.  The trade and transport infrastructure and institutional 
strengthening activities of the project are aligned with the areas of improvement and priorities identified under 
the 2016 NTIS. The project design aims to demonstrate best practices in safety, climate resilience, road asset 
management, gender equality, social inclusion and citizen engagement, and thus holds potential for their wider 
replication across the entire SRN at the federal level, and emulation by the Provincial and Local Governments. 

II. PROJECT DESCRIPTION 

 
32 South Asia Sub-regional Economic Cooperation (SASEC) Operational Plan 2016-2025.  
33 Report No.83148-NP; July 10, 2018. 
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A. Project Development Objective 

PDO Statement 

22. The Project Development Objective is to improve the efficiency and safety of select transport 
infrastructure, improve the efficiency of cross-border trade, and strengthen capacity for Strategic Road 
Network management in Nepal. 

PDO Level Indicators 

23. Achievement of this objective will be measured through the following key indicators: (a) reduction in 
travel time, vehicle operating costs and annual fatalities related to road crashes on the roads being improved or 
upgraded; (b) reduction in the time taken for goods transit at a major border crossing point; (c) reduction in time 
taken for sanitary and phyto-sanitary clearances in export of selected agricultural commodities; (d) increase in the 
percentage of Core Road Network (CRN, within the SRN) in “good” condition.  

B. Project Components 

24. The project will have four components as detailed below. 

25. Component 1: Trade Facilitation (Estimated Cost US$42 million; IDA financing of US$ 29.4 million). The 
objective of this component is to: (i) reduce the time taken for goods transit at selected border crossing points; 
(ii) improve capacity and efficiency for sanitary and phyto-sanitary (SPS) management at selected locations and 
for targeted products; and (iii) enhance capacity for managing trade. It comprises three sub-components: 

(a) Augmentation of physical infrastructure, equipment, inspection and related border transit 

management systems that are required to absorb increasing traffic and trade volumes at key border 

crossing points including Birgunj, Bhairahawa and Biratnagar. 

(b) Augmentation of equipment and training, and construction and/or renovation of laboratory buildings 

at key border locations.  

(c) Knowledge and capacity building for: (i) continuous improvement of the trade policy environment; (ii) 

monitoring of trade performance; and (iii) development and implementation, and monitoring and 

evaluation, of targeted trade promotion measures. 

(d) Support for implementation, coordination, monitoring and supervision of this Component 1 of the 

Project.   

26. Component 2: Regional Road Connectivity (Estimated Cost US$659 million; IDA financing of US$350.1 
million). The objective of this component is to improve efficiency, climate resilience and safety of movement of 
goods and people across two roads within two transport corridors that are key for Nepal’s connectivity and trade 
with India and other countries. The component comprises three sub-components:  

(a) Improvement of the existing Nagdhunga-Naubise-Mugling road to two lanes, with one meter paved 

shoulders. 

(b) Upgrading of the Kamala-Dhalkebar-Pathlaiya road from two lanes to four lanes.  

(c) A safe corridor demonstration program (SCDP), with support for road safety improvement initiatives 

including enforcement and post-crash response, covering a length of about 250 km. 
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(d) Support for implementation, coordination, monitoring and supervision of this Component 2 of the 

Project.   

27. Contracting and costs to be borne by the Government: The works on NNM road will be based on 
traditional item-rate contracts, with provision for maintenance for a five year-period after the construction phase. 
In the case of KDP road, the project is expected to adopt the modified annuity model (MAM, also, known as Hybrid 
Annuity Model (HAM)), subject to the findings of the ongoing due diligence to determine the market appetite for 
MAM/HAM and the feasibility of implementing it in Nepal. The MAM/HAM contracts will include: (i) provision for 
Operation and Maintenance (O&M) over a 7-8 year period after construction; (ii) government paying 70 percent 
of the estimated cost of capital works (using 100 percent IDA financing for the same); and (iii) the selected 
developer contributing the balance through equity and/or debt financing and recovering these costs and the costs 
of maintenance during the Operation and Maintenance (O&M) phase, through semi-annual payments from the 
government. The contract award will be based on the lowest annuity amount bid, that also delivers net Value-for-
Money (VfM) for the government. If the MAM/HAM approach is either not feasible or does not deliver VfM, then 
KDP road works will also be awarded under traditional item-rate contracts. The costs of the following activities 
will be borne entirely by GoN: (i) land acquisition, resettlement and utility shifting prior to/during the construction 
phase; (ii) annuity payments (if MAM/HAM contracting is followed) and/or maintenance the related supervision 
consultancies, during the O&M phase.  Such costs to be borne entirely by the government during the project 
period and beyond, are estimated at about US$47 million.   

28. Component 3: Institutional Strengthening (Estimated Cost US$100.1 million; IDA financing of US$70.1 
million). The objective of this component is to improve the capacity for management of the strategic road network 
in Nepal, with a focus on road safety, road asset management, training and periodic maintenance, as well as 
support for training of local women in finding skilled employment and livelihoods. This component comprises 
three sub-components:  

(a) Support for the National Road Safety Council through, inter alia:  

(i) establishment of an interim secretariat with seed funding in the form of staffing and equipment; 

and  

(ii) support for prioritized activities from the National Road Safety Action Plan (RSAP), including 

coordinating, monitoring and evaluating measures under the SCDP; monitoring the working of 

Management Information Systems and equipment service providers; supporting nation-wide roll-

out of the web-based Road Accident Information Management System (RAIMS); and supporting 

training and peer-exchange programs. 

(b) Capacity enhancement of DoR for improved management of SRN through: 

(i) development and mainstreaming of the road asset management system;  

(ii) support for training facilities and training in selected priority areas, including network-level safety 

assessments, quality, procurement, design of advanced structures, and management of 

environmental and social risks and impacts; and 

(iii) support for training of local women to find skilled employment and livelihood opportunities. 

(c) Support for periodic maintenance of the Core Road Network (CRN). 

(d) Support for implementation, coordination, monitoring and supervision of this Component 3 of the 

Project.   
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29. Training and placement support for local women is aimed at bridging the skills gap that was identified in 
gender assessment as a major limiting factor contributing to the shortage of females in better paying jobs and 
livelihoods. It will support the training of 500 women from the project areas, with a target of facilitation suitable 
employment or livelihoods opportunities for 50 participants.34 The Periodic maintenance activity is designed to 
strengthen the capacity of DoR to plan and undertake works to cover the significant backlog in periodic 
maintenance of the SRN, focusing on ‘high traffic’ roads.  The project will support periodic maintenance of about 
3,400 Lane-km of high-traffic roads within the SRN, that would be notified by the Department of Roads as the 
Core Road Network (CRN).35   

30. Component 4: Contingency Emergency Response (Estimated Cost US$0 million; IDA financing of US$0 
million). This component will provide immediate response to an eligible crisis or emergency, as needed. In the 
event of an eligible crisis or emergency, the World Bank to re-allocate project funds to support emergency 
response and recovery.  

31. Climate related measures. In view of the critical vulnerability context, the project will be implementing a  
comprehensive approach – from resilient construction and maintenance, to improved planning and contingency 
planning – to increase the efficiency of targeted corridors and reduce negative economic impacts due to climate 
related incidents. Other components and activities too will support specific climate related measures. More details 
regarding these measures are in the Technical Analysis section. 

32. Project Financing. IDA credit financing for the project will be through a combination of Nepal IDA (US$100 
million), Regional IDA (US$200 million), and Scale Up Facility (SUF, US$150 million). GoN will finance its share 
directly, and if the MAM/HAM model is adopted, also through deferred payment obligations towards financing 
from the private sector. The detailed cost of the project by component and activity is provided in Annex 3. 

33. Regional IDA and SUF. The project meets the criteria for the exceptional use of resources from IDA’s 
Regional Program and SUF, as summarized below and is discussed in more detail in Annex 4.  

Eligibility for Regional IDA Program, as an exceptional case 

The project would have a transformational impact on the region, and that three or more countries 
would receive substantial benefits from the project. 

✓ 

The project would need financial participation of only the country where it is located.  ✓ 
The project would have benefits, either economic or social, that spill over country boundaries, 
e.g., it would generate positive externalities or mitigate negative ones across country boundaries. 

✓ 

There is clear evidence of country and regional ownership of the project, demonstrating the 
commitment of the majority of participating countries. 

✓ 

The project provides a platform for a high level of policy harmonization between countries and is 
part of a well-developed and broadly-supported regional strategy. 

✓ 

Scale-Up Facility Eligibility Criteria 

IDA-eligible countries are eligible to receive SUF financing subject to a Low-Income Country Debt 
Sustainability Analysis (LIC-DSA) and only if they are at low or moderate risk of debt distress. 

✓ 

The potential transformational impact of the proposed project/program. ✓ 
Alignment with World Bank Group goals and IDA policy priorities. ✓ 

 
34 This training initiative will be evaluated at the Mid-Term Review, and based on the experience, GoN and the Bank will decide on its further 
continuation with suitable recalibration of the program and targets as may be necessary. 
35 Highways within the SRN, with traffic of more than 2,000 AADT (excluding motor cycles, non-motorized traffic).  
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Risk of debt distress status of the borrower. ✓ 
The country’s capacity to absorb non-concessional resources. ✓ 

C. Project Beneficiaries 

34. The primary beneficiaries are the users of the road corridors, cross-border points and SPS facilities. The 
road sections proposed for improvement/upgrading pass through districts with a combined population of nearly 
7 million.  Importers and exporters will benefit from improvement of roads in two corridors for Nepal’s trade, 
border crossing points which account for 95% of trade in goods via land, and SPS. These benefits will consequently 
accrue to people across Nepal who rely on trade via these corridors and border crossing points for goods for their 
own consumption and as inputs for production and for exporting their products. Direct users and communities 
residing next to the roads being improved will benefit from reduced loss of lives and injuries due to road crashes. 
A sizeable portion of these gains are expected to benefit Vulnerable Road Users (VRUs, i.e., pedestrians, cyclists 
and motorcyclists) who accounted for approximately 72 percent of all road fatality victims in 2016, with 
pedestrians accounting for half of them. The benefits from road improvements will be inclusive for women and 
socially excluded communities as these are being designed to accommodate their requirements. The project is 
also expected to significantly improve the economic potential in the eastern sub-region of South Asia, especially 
in enhancing trade between Nepal and India as well as between Nepal and Bangladesh and Bhutan. 

D. Results Chain 
Figure 1: Theory of change 

 
 

E. Rationale for Bank Involvement and Role of Partners 

35. The key project interventions are part of the priorities identified by the GoN and neighbouring countries 
as key to enhance regional connectivity and trade. These activities will thus either complete or complement the 
other priority actions which are already funded and under implementation.  For example, in the Kathmandu-
Birgunj-Kolkata corridor, JICA is supporting the construction of a tunnel on the Kathmandu-end of the NNM road 
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and, at the other end, ADB is supporting the expansion of the road towards Pokhara.36   The KDP road, on the 
other hand, is a part of the East-West Highway, where ADB is supporting a similar expansion to 4-laning of nearly 
250 km on the eastern side from Kamala and about 215 km on the western side from Pathlaiya. The proposed 
operation would help widen and deepen  the Bank’s ongoing development engagement with Nepal in the trade 
and transport sub-sectors, both critical for enhancing competitiveness and growth.37  GoN is seeking to leverage 
this project to introduce a variety of best practices which hold significant transformative potential but are new to 
Nepal.  The Bank has considerable experience in introducing and supporting clients towards successful 
implementation of these practices, for example, safe corridor demonstration projects, and structuring and 
implementing works concessions that combine construction and O&M phases and leverage private sector 
efficiencies in reducing time and cost overruns. In particular, the proposed Modified/Hyrbrid Annuity Model 
(MAM/HAM) was pioneered and successfully implemented by the Bank in three state highway projects covering 
700+ km with little or no time overruns. In these projects, too, tolling was determined to be neither immediately 
feasible nor desirable, investors were wary of taking on the full traffic and revenue risks and the governments 
were sceptical of private sector meeting the entire cost of construction, as the cost of their debt and equity would 
be higher than the rate at which the governments can borrow. Hence, the Bank designed this model addressing 
these concerns and yet have strong incentive to harness private efficiencies, contain costs over the project life 
cycle, and deliver Value-for-Money (VFM) for the government. This model has since been adopted and 
mainstreamed by the Government of India in not only its national highway projects but also for Public Private 
Partnerships in other infrastructure sectors.  

F. Lessons Learned and Reflected in the Project Design 

36. Given the centrality of regional connectivity, the project design is influenced by the lessons and 
recommendations of the Independent Evaluation Group (IEG),38 as summarised below: 

Lessons and Recommendations Project Design 

The Bank Group’s comparative advantage 
should be used with a stronger emphasis 
on regions with untapped potential, with 
prior efforts to generate a robust pipeline 
of regional integration projects and to 
rehabilitate clusters with low integration. 

The eastern subregion of South Asia is long-recognized for its 
significant untapped potential for regional integration and trade. 
The project will remove capacity constraints on two key corridors 
identified as priority areas in the SASEC Operation Plan 2016-25 
that has been adopted by the BBIN countries.  

More consideration should be given to 
the institution’s financial and human 
resource constraints.39 

The project’s focus is on a limited set of priorities in line with the 
capacities of the implementation agencies. 

Avoid unrealistic timeframe for 
implementation40 

Considering the complexity of activities and available capacities, 
the implementation timeframe is set at seven years.  

 
36 Pokhara, the largest city in Nepal in terms of area and the second largest in terms of population, is country’s number one adventure and 
leisure destination.  
37 The project design is based on a trade facilitation master plan that was prepared during an earlier project as well as the customs strategic 
master plan that is under implementation by the Government. 
38 The World Bank Group (2019). Two to Tango: An Evaluation of the World Bank Group Support to Fostering Regional Integration.  A report 
by the IEG. 
39 Ref. P099833: Economic & Monetary Community of Central Africa Financial Institutions; and East Africa Regional Transport and Transit 
Facilitation Project. 
40  Ref. P079749: West Africa Regional Transport and Transit Facilitation Project. 
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37. The project design has also taken into account the sector-specific lessons from the Nepal Road Sector 
Development Project (RSDP).  

Lessons Project Design 

Important to nurture 
innovations, as they can yield 
big dividends, even beyond 
the remit of project and 
sector. 

The project design pays particular attention to making the roads safer and 
more climate resilient. It provides stronger incentives for reducing time and 
cost overruns, ensure maintenance after completing construction, and reduce 
administrative burden. With successful implementation, these measures are 
expected to be mainstreamed, with wider replication by the DoR.   

“Soft” investments are 
harder to implement, 
monitor and evaluate. 

The responsibility for implementation of “soft” investments is being mapped 
to MoPIT and DoR, and their commitment is being secured through policy 
commitments, e.g., periodic maintenance.    

Robust understanding of the 
needs and simple designs to 
meet them. 

Focus on the most critical gaps related to regional transport and trade, and 
bridging them to complement investments being made with support from 
other development partners. 

 

III. IMPLEMENTATION ARRANGEMENTS 

 

A. Institutional and Implementation Arrangements 

38. The project will be implemented by the Ministry of Physical Infrastructure and Transport (MoPIT) and 
the Ministry of Industry, Commerce & Supplies (MoICS). MoPIT will chair the Project Steering Committee (PSC) 
and exercise an oversight role. MoICS will implement the Trade Facilities Component, through a Project 
Coordination Unit (PCU), in coordination with the agencies responsible for implementing various sub-activities, viz.: 
the Nepal Intermodal Transport Development Board (NITDB) under MoICS; Department of Customs (DoC, under 
the Ministry of Finance); and the Department of Food Technology and Quality Control (DFTQC), Plant Quarantine 
and Pesticide Management Centre (PQPMC), and Department of Livestock Services (DoLS), under the Ministry of 
Agriculture and Livestock Development. MoPIT will implement the Regional Road Connectivity and Institutional 
Strengthening Components, through the PCU in the Development Cooperation Implementation Division (DCID), 
under the Department of Roads (DoR), in coordination with designated units in the agencies responsible for 
implementing various sub-activities, viz., National Road Safety Council (NRSC), the Department of Transport 
Management (DoTM), and Planning and Maintenance Branches of DoR. 

39. MoICS and MoPIT will be responsible for satisfactory implementation of the project activities under their 
purview, including compliance with fiduciary and safeguard requirements. The PCUs and designated units will be 
staffed with the requisite experience and skills for managing civil works, environmental & social safeguards, gender 
and social inclusion (GESI), financial management, procurement and contract management, and knowledge and 
capacity building activities. These agencies, will engage Project Management and Supervision Consultants for 
regular supervision, monitoring and reporting of project activities. 

40. A Project Implementation Manual (PIM) will be developed detailing the roles and responsibilities of 
PCUs, sub PCUs or designated units and their staff. The PIM will include guidelines for financial management, 
monitoring & evaluation and reporting. The PIM will be reviewed and endorsed by the PSC and it will be subject to 
periodic updating based on implementation experience. A more detailed description of implementation 
arrangements is provided in Annex 1.  
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B. Results Monitoring and Evaluation Arrangements 

41. The progress and performance of the project will be monitored and evaluated annually against the 
outcome and output indicators established and agreed as part of the Results Framework. Monitoring and 
evaluation will also include a qualitative assessment of the project’s performance with respect to the quality of 
works, governance and transparency in procurement and contract management, compliance with the 
commitments on fiduciary, environmental and social safeguards aspects, e.g., through the Environmental and 
Social Management Framework (ESMF) and Environmental and Social Commitment Plan (ESCP). The monitoring 
and evaluation strategy will be pivoted on timely conduct of studies and assessments to establish baselines and 
progress data, where applicable. The PCUs in DCID (within DoR under MoPIT) and MoICS will be responsible for 
data collection, compilation and reporting.  

42. The progress and achievement of results and compliance with the Bank’s safeguards will be monitored 
both quantitatively and qualitatively, through quarterly Implementation Progress Reports (IPRs), Financial 
Monitoring Reports (FMRs) including the annual audit report, Procurement Management Reports (PMRs), Mid-
Term Review (MTR) and Completion Report (CR) from the borrower, as well as semi-annual implementation status 
reports (ISRs), Mid-Term Review (MTR) and Implementation Completion and Results Report (ICR) from the Bank.  

43. The project will track the implementation and outcomes from the proposed Gender-focused actions in 
terms of the number of local women trained in skilled employment opportunities and the number of those 
participants securing employment and/or livelihoods with facilitation support from the project. Similarly, Citizen 
Engagement aspects will be monitored through: (a) the percentage of wards along the road where people, with 
females reported separately,  are on average satisfied with how the safety measures were taken into 
consideration during the road design and construction;  (b) increase in the percentage of road users satisfied with 
the road infrastructure (after completion of works); and (c) percentage grievances received that are processed 
within the stipulated service standards.  

C. Sustainability 

44. The investments, activities and results will be sustained beyond the period of IDA support through 
adequate allocation of resources by the government.  In the case of regional connectivity improvement works on 
NNM and KDP roads, the respective works include provision for Operation & Maintenance for a period of five to 
eight years, to be paid by the government. Such an arrangement is also expected to incentivise the contractors to 
ensure better quality of construction to keep the asset in good quality through the contract duration and thus 
reduce life cycle costs. Activities introducing good practices related to resilience, safety, maintenance and road 
asset management are expected to serve as demonstration pilots and, on successful implementation, spur the 
government to mainstream them using their own resources. In a similar vein, strengthening of the institutions 
responsible for trade, road safety and the SRN is expected to endow them with the requisite capacities to more 
effectively manage their policies, programs and implementation in future.  

IV. PROJECT APPRAISAL SUMMARY 

 

A. Economic and Financial Analysis 

45. The main benefits of project would be in terms of increasing the efficiency of the movement of goods 
and people across the selected road sections and border crossing points. For the road sections, whose 
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improvement accounts for more than 80 percent of the project cost, this is expected to materialize in terms of 
benefits in the form of savings in travel time and Vehicle-Operating-Costs (VOC), lives saved from road traffic 
deaths and climate resilience. Economic analyses of the NNM road (based on the Detailed Project Report) and 
KDP road (from the feasibility study) have been carried out within the broad framework of social cost-benefit 
analysis comparing two scenarios – ‘without project (only normal maintenance to the existing road)’ and ‘with 
project (improving the NNM road from single/intermediate lane to improved two lanes with one meter paved 
shoulders, and the KDP road from the existing two lanes to four lanes)’ – over a period of 30 years,41  a project 
discount rate of 12 percent, and suitable assumptions for traffic growth for various categories of vehicles during 
different time periods. The key findings are summarized below.  

Cost at Financial 
Prices (US$ mn) 

Base NPV 
(US$ mn) 

Base IRR 
(%) 

Sensitivity Analysis: IRR (%)   

20 percent increase in 
capital cost 

20 percent drop in 
Motorized Traffic 

Growth 

Increase and 
Drop 

combined 
  

Nagdhunga-Naubise-Mugling (NNM) Road (Based on Detailed Project Report) 

 185  307  29  25  25  22    

Kamala-Dhalkebar-Pathlaiya (KDP) Road (One of the options from the High Level Feasibility Study) 

  437 344 20 18  20  18    

46. CO2 Emissions and Road Safety.42 In the case of NNM road, during the 30-year period, total vehicle 
kilometers (VKMs) are projected at 24,242 million under ‘without project’ and 23,932 million under ‘with project’ 
scenarios.43 The average travel speed, on the other hand, is projected to increase from 21 km per hour to 31 km 
per hour, resulting in reduction in fuel consumption. Consequently, the carbon emissions are expected to decrease 
by 137,500 tonnes: from 670,910 tonnes under ‘without project’ scenario to 533,410 tonnes under ‘with project’ 
scenario. The project is thus expected to result in savings in carbon emissions, estimated at 5.4 tonnes/million 
vehicle-km. The project design has included various interventions to counter the effects of the increased safety 
risk. Results from RSSAT indicate that there will be a net 6% reduction in the predicted number of crash fatalities 
compared to existing crash fatality rates. The economic benefit due to the reduction in crash fatalities and serious 
injuries is estimated at US$146 million over a 30-year analysis period.  These benefits are likely to increase with 
the proposed initiatives for better enforcement and improved post-crash response, both of which will be 
supported by the project through the Safe Corridor Demonstration Program (SCDP) on this road. Based on similar 
analysis in the case of KDP road, during the 30-year period, in ‘with project’ scenario, (a) the average speed is 
estimated to increase to 33 km per hour (from 25 km per hour in ‘without project’ scenario; (b) carbon emissions 
are expected to decrease by 109,261 tonnes: from 600,798 tonnes in ‘without project’ scenario; and (c) the 
economic benefit due to the reduction in crash fatalities and serious injuries is estimated US$1,149 million.   

 
41 including the planning period (one year), construction period (three years) and operation period (twenty six years). 
42 The evaluation of benefits related to reduction in road user costs of motorized traffic and savings in jouney- time of passengers and goods 
were estimated using HDM-4 Model, and the savings related to accident costs were estimated based on the Road Safety Screening and 
Appraisal Tool (RSSAT) developed by the World Bank, and carbon emission of motorized vehicles were estimated based on the World Bank 
Guidance note on shadow price of carbon in economic analysis Nov 12, 2017. 
43 The reduction in vehicle-km in “with project” scenario is because proposed improvements decrease the road length from 95.87 km to 
94.7 km. 
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Technical Analysis 

47. Trade facilitation. GoN has already taken or initiated several measures to alleviate the soft and hard 
constraints to trade. This project is focusing on meeting the remaining critical gaps through: infrastructure and 
facilities augmentation at selected border crossings (with due consideration of flooding and earthquake risks so 
as to make them climate resilient); improvements to sanitary and phyto-sanitary management; and enhancing the 
capacity for managing trade through knowledge support.   

• Border post enhancement. Project support for streamlining of processes and procedures with a view of 
optimizing the operations of the ICDs. This will be based on a detailed assessment which will map the 
roles and processes of different agencies and service providers at the ICDs in clearing vehicles,44 and 
commercial goods and their physical movement within the ICDs, as well as small-scale cross border 
traders, and identify alternative solutions to improve the processes and procedures. It will support 
increased goods risk based approaches through the provision of automated, non-intrusive technology at 
designated ICP facilities. Technical assistance will provided  on risk management to achieve more efficient 
green lane utilization which is a key aspect of reducing dwell time at borders.  

• SPS Accreditation. The project will focus on attaining accreditation necessary for the central DFTQC 
laboratory in Kathmandu to conduct the full range of standards testing on ten food commodities amongst 
a priority list of twenty-one products. The project will also extend support to the regional laboratories to 
facilitate the initial process of obtaining the appropriate accreditations needed to issue certification for 
key commodities produced in the respective geographic locations. During the initial implementation 
period, further assessments will identify gaps that need to be addressed to enable processes and 
procedures in Nepal to be accredited by the authorities in target markets. The project will support 
interventions in (i) infrastructure, (ii) policies, procedures and institutional arrangements, (iii) technical 
equipment to perform tests/calibrations, and (iv) human capacity to test and certify export products as 
meeting the requirements of the main target markets.  

48. Regional Road Connectivity Improvement: The project will support the alleviation of capacity constraints 
on NNM and KDP roads falling within two pivotal trade corridors. The current traffic levels on the NNM road are 
such that it should already have been upgraded to a four lane standard.  A portion of this traffic is expected to 
switch to the Fast Track Road (a 76 km new alignment connecting Kathmandu to Nijgarh, which is under 
construction and may take five plus years to complete); however, the residual traffic would still justify its 
upgradation.45  Given the topographical constraints and the limited availability of land, it is proposed to ease 
congestion and improve road safety as much as possible by improving the entire existing road to a standard two 
lane configuration with one meter paved shoulder and service lanes in inhabited areas, improving/replacing 
bridges and sharp curves and creating separate climbing lanes (for heavy vehicles) at select locations.46 The KDP 
road, which is part of the East West Highway where remaining major sections are being upgraded through ADB 
funding, has observed traffic Annual Average Daily Traffic (AADT) of 13,572 (15,666 PCUs) at Dhalkebar and 8,571 
(10,885 PCUs) at Pathlaiya. The Safe Corridor Demonstration Program (SCDP) will complement the engineering 

 
44 Viz., commercial trucks, empty trucks, trucks carrying vehicles, trucks carrying dangerous goods, buses, and other passenger vehicles 
45 To a 4-lane standard in the Nagdhunga-Galchi section (35 km) by 2022 and in the Galchi-Mugling section (60 km) by 2027.  This is because 
this will continue to be the primary link from Kathmandu to mid-West and far-West regions of the country, with important destinations 
such as Pokhara, Butwal, Nepalgunj, etc.   
46 In all, the works will include about 37 lane-km of climbing lanes.  
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measures with support for enhanced enforcement and post-crash response, in collaboration with the 
Departments of Transport Management, Police47 and Health.  

49. The measures included in this component to improve climate resilience and road safety, and involvement 
of Citizen Engagement and beneficiary feedback mechanisms, are explained below.48  

• Climate resilience. The NNM road is vulnerable to landslides, while the KDP road is vulnerable to flooding 
as it spans multiple rivers/streams (around 70 times in a length of 130 km). The NNM road design 
therefore includes resilience measures such as embankment protection and slope stabilization. The design 
of the KDP road will also include features to make it climate resilient, such as proper embankments and 
subsurface drainage layers, and installation of sufficient additional cross drainage structures where 
required. Both roads works will also incorporate resilient engineering measures and facilities for 
promoting non-motorized transport where appropriate, and in keeping with the feedback received from 
road users and citizens, viz., service roads, pedestrian sidewalks and crossings, and toilets. In SCDP 
corridors, contingency/emergency protocols will be introduced or reinforced to prepare for climatic 
events and natural disasters, utilizing ICT-based systems proposed under the road safety component.  

• Road safety. To manage the negative externalities from road crashes, design stage and feasibility stage 
Road Safety Audits (RSAs) have been carried in the NNM and KDP roads respectively, by independent 
consultants complying with DOR’s policy guidelines on RSA as well as international best practices.49 In 
particular, design features have been integrated or identified to mitigate the risk of road crashes involving 
heavy vehicles including the provision of the medians, to prevent head-on crashes, and safety barriers to 
protect from run-off crashes. The use of surveillance cameras will further mitigate the risks of over-
speeding. Enforcement measures under SCDP would include general deterrence through both on-field 
and ICT-based measures; support would be provided in terms of advanced equipment (radar guns, 
breathalysers, interceptor vehicles including motorcycles, and vehicle actuated speed warning signs), and 
speed enforcement through CCTV cameras linked to control centres. Support for post-crash recovery and 
rescue, will include the supply, operation and maintenance of advanced life-saving ambulances, tow 
trucks, cranes and metal-cutting equipment.  

• Gender and Citizen Engagement. Based on findings from the gender assessment and citizen  consultations, 
additional service roads, pedestrian sidewalks and crossings, toilets and dedicated market spaces/facilities 
for women are being included in the NNM road; a similar approach will be followed in upgrading the KDP 
road. Project civil works sites will include the provision of separate toilets and change rooms for women 
as contractual obligations as part of the Environmental and Social Management Plans (ESMPs).  

50. Institutional Strengthening. Support for periodic maintenance, the road asset management system, 
training and capacity development, and road safety is expected to improve the management of SRN, resulting in 
savings in travel time and costs, and improvements in safety and resilience. Periodic maintenance works will 

 
47 The support to Police in kind will be limited to enforcement activities related to road safety.  
48 Various measures included in the design to mitigate risk to road safety included improved geometry, forward visibility at blind corners 
and climbing lanes, improved signage and safety features at all bazars, school zones and public amenities for safety of vulnerable road users 
(VRUs), and truck laybys for emergency truck stops, e.g., four signalised junctions, pelican signals at 14 locations, foot overbridges at 19 
locations, traffic safety at 22 school zones, lane markings with safety signs, etc.. 
49 The following international guides were consulted for the RSA process: 1) Guide to Road Safety Part 8: Treatment of Crash Locations; 
Austroads Inc., Sydney, NSW, Australia; 2015; 2) IRC: SP: 88-2010-Manual on Road Safety Audit; Indian Roads Congress; New Delhi, India; 
November 2010. 
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include improvement and rehabilitation to restore the structural integrity and riding quality of severely 
deteriorated road sections, mainly through resilient intensive pavement repair and ancillary works, and addressing 
unsafe road conditions. Since periodic maintenance of some roads may require asphalt overlay, which is nearly 
2.5 times costlier as compared to normal periodic maintenance interventions, a separate lane-km target is being 
fixed for such type of works (800 Lane-km).50  The implementation of these periodic maintenance works provides 
adaptation co-benefits as it will ensure resilience of the core road network. Periodic maintenance will be subject 
to environmental and social safeguards and procurement and fiduciary requirements applicable for the project. 
The project will also support the engagement of a Program Management Consultant to assist DoR in the 
identification, procurement, implementation, monitoring, technical and financial audits, and verification of results 
of these works. The disbursement for this activity will be subject to GoN (a) notifying the CRN; and (b) thereafter, 
each year, preparing a prioritized list of periodic maintenance works at or before the beginning of the GoN 
Financial Year based on condition assessment (inter alia, International Roughness Index and surface distress index) 
and providing adequate budget allocation to meet those priorities. The focus of climate related measures is also 
on improved decision making for future construction and maintenance interventions, through: (a) the integration 
of a corridor vulnerability assessment and GIS based climate data into both the road asset management system 
for future interventions, and the multiyear periodic maintenance program; and (b) relevant training for staff to 
operate the new systems. More details of the country’s climate change vulnerability context, project intent and 
climate related measures across all the components are in Annex 5. 

51. Gender Equality and Social Inclusion. In keeping with the findings of the gender assessment, the project 
will support training of 500 women from project areas in skills for harnessing employment and livelihood 
opportunities related to the transport sector (e.g., masons, heavy machine operators, drivers of small, medium or 
heavy vehicles, and establishing and operating small businesses for provision of goods and passenger transport 
services), and providing placement-counselling and services to facilitate suitable employment or livelihood for 50 
participants. 

52. Citizen Engagement and beneficiary feedback will be organised along the following lines: (a) structured 
consultations with communities including separate consultations with women’s groups and vulnerable 
communities along the road to identify and satisfy their key concerns and needs (such as mobility, access, safety, 
supplementary services, and training and employment opportunities) related to the construction of the road in 
terms of both risks mitigation/ safeguards, road safety, opportunities and benefits; (b)  increasing the awareness 
of roads users and local communities, in order to ensure their understanding and cooperation and to minimize 
their inconveniences during construction through proactive dissemination of information and receiving feedback, 
including with the use of IT and Social Media; and (c) collecting feedback from communities and users on 
adherence to consultation processes, road access, safety, quality and achievement of expected benefits. 

53. Complementary technical assistance (TA) will be provided by the World Bank to support DoR in 
establishing more efficient, safe and resilient transport corridors. The proposed activities under this parallel TA 
together seek to improve and sustain the performance and efficiency of critical highway corridors in Nepal, 
through supporting, inter alia: (a) innovative contracting approaches to ensure that the roads are built well, 
economically and faster, and are subsequently better maintained; (b) a corridor-level cumulative environmental 
and social impact assessment, leading to the preparation of a suitable “greening” strategy; (c) piloting of a new 
modelling tool to carry out a network-level vulnerability assessment to screen the highway network and better 
manage potential climate change related risks; (d) a prospective approach to address road safety using low-cost 

 
50 Cost of periodic maintenance per lane-km is estimated at $18,000 and, in the cases with asphalt overlay, at $40,000.  
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surveillance methods; and (e) use of proactive road safety assessments to not only improve safety outcomes in 
the long run, but also reduce the burden of safety related expenses and maintenance costs. 

54. Rationale for public sector provisioning/financing. The road sector in Nepal does not have track record 
of Public Private Partnerships (PPPs), including those that significantly rely on direct user charges for cost recovery.  
The option of introducing PPPs based on user-fees (tolls) was considered but eschewed because the roads 
proposed to be improved are part of larger corridors, wherein the adjascent sections are being improved with 
public expenditure. Introducing user charges for project roads in such a scenario will increase the risk of public 
opposition.  The project is therefore exploring the use of the Modified Annuity Model (MAM), to harness private 
sector participation and efficiencies. Given that this is a new concept in Nepal, market research and stakeholder 
consultations are being conducted; if found feasibile, MAM will be applied to the KDP road, in accordance with 
the applicable procurement regulations.  

55. COVID-19: The project can make notable contribution to two likely high priority areas of the government 
immediately during the COVID-19 economic recovery phase and for preparing for similar emergencies in future 
as explained below.  

a) Employment generation and aiding economic recovery.  Invitation to bid for works for the improvement 
of the NNM road (US$ 174 million) is expected soon after the current lock down is lifted and 
implementation of these works is expected to commence in about 7-8 months thereafter. These works 
can generate about 4.4 million person days of employment.51 These works are also expected to generate 
significant demand for local materials and services (e.g., construction materials and their transport), 
thereby contributing to the recovery as well as positive sentiment.  The works contracts will have 
provisions for sub-contracting, which would be an opportunity for local contractors to harness economic 
benefits and enhance their skills up the value-chain. Quick estimates indicate that the periodic 
maintenance activity can generate, on average, 700,000 person days of employment per year over a five-
year period.   

b) Preparing for similar emergencies in future by upgrading border facilities for efficient/effective 
screening of people and goods.  The Trade Facilitation component will support the upgradation of 
selected infrastructure facilities, including non-intrusive inspection equipment, to reduce transit time for 
goods at three border crossing facilities that account for nearly 85 percent of Nepal’s trade via land. The 
project will explore opportunities to enhance the capacity of these facilities to deal with COVID-19-type 
of emergencies in future, through inter alia, developing and institutionalizing procedures and training for 
special working arrangements such as safe distancing, remote working, etc.  The Contingency Emergency 
Response Component (CERC) can be invoked to provide immediate support to deal with exigencies 
through reallocation from the balance funds available and then replenishing them in due course.  The 
Project Implementation Manual (PIM) will include chapters covering operational arrangements in both 
the trade and transport related components to be followed in case of such eventualities,.   

 
51 Of which, 0.7 million for skilled workers and the remaining for unskilled workers. Source: Environmental and Social Impact Assessment 
(ESIA) of Improvement of Nagdhunga-Naubise-Mugling (NNM) Road, Development Cooperation Implementation Division, Department of 
Roads, Ministry of Physical Infrastructure and Transport, Government of Nepal, January 2020. 
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B. Fiduciary 

56. Financial Management (FM). The PCUs in MoICS and MoPIT will be responsible for FM (including 
disbursements) of Component 1 and Components 2 and 3 respectively, including annual programming and 
budgeting, accounting, and reporting. Project FM will meet IDA requirements and will be aligned with country 
systems to the extent possible. The major risks identified by the risk assessment are: preparing a realistic annual 
program and budget; maintaining reliable accounting records; and furnishing FMRs and audit reports in a timely 
manner. In order to mitigate the FM risks, the respective implementing units will be staffed by government 
accounting officers, supported by consultants with adequate capacity.  

57. The FMRs shall be submitted within 45 days from the end of each quadrimester, along with 
implementation progress reports (IPRs) and procurement management reports (PMRs).  The internal audit will be 
conducted on a quarterly basis by the respective treasury controller offices. The external audit will be conducted 
by the Office of the Auditor General and the annual audit report will be submitted within nine months from the 
end of the fiscal year.  

58. Procurement. Improvement of the NNM road and upgrading of the KDP road are major civil works that 
will account for more than 80 percent of project cost; both are expected to involve high value and technically 
complex contracts that will require high level Bank review. The NNM road will have three major works-contract 
packages valued approximately at US$80 million, US$70 million, and US$20 million, which will adopt the Bank’s 
SPD Works with traditional item-rate contracts, including five years of road maintenance after construction. For 
the KDP road, the option of a Modified Annuity Model (MAM) or Hybrid Annuity Model (HAM) is being considered, 
in addition to the traditional item-rate contracts. The new contracting approach may also include partial funding 
of construction cost by the contractor, if the ongoing study and the  PPSD exercise justify such an arrangement. 
The trade facilitation and institutional strengthening components will require the procurement of works, goods, 
non- consulting and consulting services. Under the periodic maintenance program for the preservation of road 
assets, a contract for 3,400 lane-km from within the core road network is expected to be awarded for the  duration 
of the project. 

59. The Bank’s Procurement Regulations for IPF Borrowers, July 2016 (Revised November 2017 and August 
2018) and the provisions stipulated in the Financing Agreement will be applicable for the procurement of Goods, 
Works, Non- Consulting and Consulting Services. Procurement of goods, works, and non-consulting services, may 
be carried out using international and/or national procurement procedures, with caveats for national procedures, 
as indicated in the Project Procurement Strategy for Development (PPSD) and the Procurement Plan in STEP. 

60. The procurement risk assessment of the implementing agency52 identified the following major risks: (i) 
limited technical and procurement capacity of DOR in-house staff in planning, designing, procuring and managing 
technically complex and high value contracts, as well as contracts other than item-rate contracts; (ii)  delay in 
decision making in case of high value contracts; (iii) adverse impact of the recent amendment in PPR (that limits 
the extension of time to 50 percent of the original time and adding bureaucratic layers in decision making for such 
extension, and requires a Cabinet decision to conduct bid evaluation if a court case is filed against a participating 
bidder or its JV partner; and (iv) delay in access to the construction site, especially due to tree cutting.     Another 
major risk is the possibility of the new contracting approach (MAM/HAM model) being found to be either not 

 
52 The full assessment report will be uploaded in the P-RAMS system (Procurement Risk Assessment Management System) of the Bank. 
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feasible or not delivering Value-for-Money for the Government. Mitigation measures to address these risks are 
detailed in the Key Risks section below.  

C. Legal Operational Policies . 
. 

 Triggered? 

Projects on International Waterways OP 7.50 No 

Projects in Disputed Areas OP 7.60 No 
. 
 

D. Environmental and Social 

61. The ESIA, RAP and IPDP for the existing Nagdhunga-Naubise-Mugling (NNM) road which is being improved 
to two lanes and the Environmental and Social Assessment for the Kamala-Dhalkebar-Pathlaiya (KDP) road which 
is being upgraded from two lanes to four lanes identified the following risks and impacts to be potentially 
significant: (i) impact on biodiversity and wildlife mobility and transboundary migration resulting from the 
widening of the KDP Road; (ii) vegetation clearance during construction and impacts on natural habitats and 
potentially critical habitats; (iii) health & safety of workers and communities along the road corridors where works 
will be carried out, as well as along the transport routes of construction supplies, materials and equipment; (iv) 
exposure of the population along the ROW and transport routes to noise, dust, vibrations and air pollution; (v) 
siltation and sedimentation of waterways close to the construction works; (vi) landslides resulting from works and 
vibrations; (vii) land acquisition along the ROW; (viii) physical and economic displacements along the ROW; and, 
(ix) increased risks of gender-based violence. Most of the project workers are expected to be from outside the 
project areas, and the expected influx of labor during construction and social issues that come with it may pose 
adverse risks to the communities in and around the project sites. During operation, E&S risks and impacts are 
largely positive due to the increased trade and economic activities, as well as safer roads. Accordingly, E&S risk is 
assessed to be High (see Risks section for details). 

62. Environment.  Improvements of the NNM road are assessed to have no significant cumulative impacts, as 
works will be mainly confined to the existing right-of-way (ROW) and to a relatively small area that has already 
been altered, fragmented and highly disturbed for many decades, as a result of population growth, encroachment 
and establishment of new settlements along the highway, land transformation, agricultural development and 
other associated development. With or without improvement works on the NNM road, land use change and land 
transformation have already taken place and will continue to take place as a result of other factors, such as 
decentralization, urbanization and development of rural areas. In addition, the surrounding rural roads have been 
constructed in recent years, often without any environmental assessment or mitigation measures. The increased 
density of the road network and the lack of preventive measure have aggravated the adverse impacts on the 
environment, such as siltation and sedimentation of rivers, increased barrier effect on wildlife movement, threat 
of poor water drainage, and community health and safety. These impacts might be exacerbated by climate change 
and uncoordinated development of local communities.  

63. A critical habitat screening conducted as part of the ESIA for NNM Road based on the criteria in 
Environmental and Social Standard 6 and IFC Performance Standard 6, showed that within the project’s zone of 
influence (i.e., within 50 meters of the  ROW, 300 meter Direct Impact Area from the center of the road, and 2 km 
radius Indirect Impact Area) critically endangered and endangered species of animals and plants are present 
within the remaining forest patches along rivers and streams located specifically within the Indirect Impact Area. 
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There are no protected areas, wildlife reserves or wildlife migratory corridors along the NNM road. The ESIA 
indicated that the improvement of the existing NNM road will affect a total of four hectares (of the 57) of forest 
scattered along the entire ROW. The direct impact involves the cutting of 52 trees and some poles. Works within 
the ROW will not adversely impact the habitats of critically endangered and endangered animals. In addition, 10 
HHs considered as vulnerable and disadvantaged (four IP HHs, four female headed HHs, and two dalits HHs) will 
also be affected. 

64. An upstream ESA for the KP Road (that includes the KDP Road section) was conducted to inform the site-
specific ESIA, including cumulative impact assessment, to be conducted during the detailed design phase of the 
KDP Road. A Biodiversity Assessment was also conducted and integrated into the ESA. The upstream ESA indicates 
that the past, ongoing and planned developments along East West Highway (EWH) have the potential to 
contribute to significant cumulative impacts along the corridor. The Fast Track Road, one of the large scale projects 
financed by the GoN, connects to the KDP road, while the Nijgadh International airport is near the KDP road. There 
are also ongoing and planned improvements of the EWH financed/to be financed by ADB. The cumulative impacts 
on the environment and on social aspects is therefore increasing, and may impact biodiversity and wildlife 
movements, natural habitats and potentially critical habitats, vegetation losses, over extraction of construction 
materials, encroachment of land, rapid urbanization, and competition for local resources. In addition, while the 
existing KDP Road was built without any provision for wildlife passes and has for decades already served as barrier 
for wildlife movement, its widening could affect natural habitats, potentially critical habitats, biodiversity and 
transboundary wildlife migration, if no passages and fences are constructed along identified wildlife crossing 
points/corridors.  

65. The trade facilitation component, on the other hand, will likely have moderate to substantial 
environmental impacts, given that most of the subprojects will be small to medium scale works mainly involving 
rehabilitation and improvement of existing infrastructure. The same scale and magnitude of environmental risk is 
expected from the Periodic Road Maintenance activities that only involve minor works on existing roads within 
the existing ROW. However, occupational and community health and safety during construction under both these 
components will need closer attention, given Nepal’s overall weak track record in managing these issues.  

66. Social. Land acquisition for works on the NNM and KDPs roads are expected to cause physical and 
economic displacement. As indicated above, the proposed improvement of the NNM road will induce the 
displacement of 78 HHs, including 10 HHs that are considered as vulnerable, marginalized, or disadvantaged. 
Private land of 0.2 hectares will be acquired for the NNM Road improvement, and about 6,500 sq.m of private 
and public structures will be relocated. A Resettlement Action Plan (RAP) was prepared to address the project 
impacts in line with Environmental and Social Standard 5 (ESS5). Several rounds of public consultations have been 
conducted with project-affected people, and compensation rates proposed are based on replacement cost. DoR 
will implement the RAP and the related costs are included in the project budget.   

67. Upgrading and expansion of the KDP road (from two lanes  to four lanes) will require considerable land, 
although the scope and scale of displacement expected is not known at this stage. Feasibility study for the road, 
which is currently underway, indicates that petty businesses such as tea shops, fruit and vegetables stalls, and 
small grocery markets are likely to impacted. In addition, works related to trade facilitation (under Component 1), 
which have not yet been identified, may also involve additional land take and involuntary resettlement. As 
indicated earlier, project works will create construction-related job opportunities, with the potential for labor 
influx and health and safety concerns, as well as risks of Sexual Exploitation and Abuse (SEA)/Sexual Harassment 
(SH). GBV risks have been assessed as substantial.   
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68.  Risks Mitigation Measures (Compliance with ESS). Based on the risks profile of the project, the borrower 
has assessed E&S risks and impacts and prepared environmental and social management plans to address risks. 
For the NNM Road, a detailed Environmental and Social Impact Assessment (ESIA), a Resettlement Action Plan 
(RAP) and Indigenous People Development Plan (IPDP) have been prepared to address the E&S risks and impacts 
of the project. These plans are compliant with the relevant World Bank’s Environmental and Social Standards and 
GoN’s requirements.  The KDP road is at feasibility stage and was covered by an upstream Environmental and 
Social Assessment (ESA) that includes a Biodiversity Assessment for the 360 km Kakarbhitta-Pathlaiya Road 
Section. This upstream ESA and the Biodiversity Assessment will inform site-specific ESIAs, including cumulative 
impact assessment, site-specific ESMPs and a comprehensive Biodiversity Assessment, including a critical habitat 
assessment, and Management Plan to be prepared at the detailed design of the KDP road to inform the final 
design of this road, including mitigation measures following mitigation hierrchy such as the wildlife passages and 
fences. Significantly, the design and construction of the road will include provisions for wildlife passages and 
fences along the eight wildlife corridors identified in the ESA. The Biodiversity Assessment and Management Plan 
will be prepared by independent Biodiversity Expert/s familiar with ESS6 and IFC PS6 and GIIP in close consultation 
and coordination with WWF-Nepal, concerned Government and park authorities, national experts, project 
personnel and the World Bank. The BMP will also include adequate measures to achieve no net loss of natural 
habitats and critical habitats that maybe affected by the road works. Other risks mitigation plans and frameworks 
prepared and disclosed include (a) an ESMF, RPF and IPPF for the Trade Facilitation Component (to be 
implemented by the DoR, MoICS and MoA) and, (b) an Environmental and Social Commitment Plan (ESCP), the 
Stakeholder Engagement Plan (SEP) and Labor Management Procedures.  In addition, a Strategic Environmental 
and Social Assessment will be conducted for the entire East West Highway during the implementation of the 
project to assess long term and cumulative risks and impacts of all completed, ongoing and future development 
in the East West Highway and to also inform the ESIA of future works within this corridor. These future 
assessments and studies are recorded in the ESCP.  

69. The ESIA for NNM road has developed an ESMP that includes both generic construction measures and 
site-specific measures that have been considered in the project design, but will also be implemented by 
contractors. The contractor-related EHS obligations will be specified in the bid documents and contracts, including 
preparation and implementation of construction ESMP as well as all related plans (such as the Occupational Health 
& Safety Plan, Community Health & Safety Plan, Traffic Management Plan, Waste Management Plan, Workers’ 
Camp Management Plan, Site Restoration Plan, and Gender-Based Violence Management Plan). For landslide-
prone and unstable slopes, measures considered in the design include construction of gabion walls, stone masonry 
walls, reinforced concrete walls and geo-grid reinforced retaining walls. DoR will replace the trees that will be cut 
in line with the national requirements in an area to be discussed with and agreed to by the Forestry Department. 
Construction material sourcing has been identified and will be covered by permits, and will be in compliance with 
the C-ESMP and related plans. All construction-related E&S Plans will be reviewed and approved by the 
Construction Supervision Consultants, PCU and DoR-GESU, and submitted to the World Bank. These arrangements 
and requirements will also be applied to the KDP road.    

70. Disclosure of E&S Instruments.   The ESIA of NNM road, the ESA of KDP road and the ESMF of Trade 
component have been disclosed by the Bank and the client government as detailed below. 

S. 

No. 

Documents  Disclosure by 

Bank 

Disclosure by Clients 

DoR  MoICS  MoALD 

1. DoR ESIA (NNM Road) Jan 28, 2020  Jan 30, 2020  -- -- 

2. DoR ESA (KDP Road) Feb 1, 2020  Feb 3, 2020  -- -- 

3. Trade ESMF  Feb 1, 2020  -- Feb 3, 2020  Feb 5, 2020  
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71. The satisfactory implementation of project, together with the risk management plans, is expected to yield 
positive impacts at the local, regional and national levels of the economy, with increased regional trade between 
Nepal and India.  

72. E&S Capacity. DoR is familiar with the Bank safeguard’s policies and has a moderately satisfactory track 
record in implementing the ESMP, including the installation of first of its kind wildlife passages in Nepal, and the 
RAP for the Narayanghat-Mugling (NM) Road financed under NIRTTP. However, the proposed project is the first 
ESF-managed project for the DoR. The new and expanded requirements of the ESF, such as managing labor influx 
and FPIC, are new to DoR. Thus additional capacity building on these topics will be needed and will be supported 
by the project. Some E&S staff/consultants of department have been trained on the ESF; others have not.  

73. A comprehensive E&S capacity assessment of DoR, the main implementing agency, was conducted by the 
World Bank during project preparation in line with ESF requirements and to also inform the E&S staffing of the 
project, the capacity building program to be supported under Component 2, and overall E&S risk management of 
the project. The staffing requirements and capacity building program are included in the project design, and are 
recorded and agreed in the ESCP.  

V. GRIEVANCE REDRESS SERVICES 

74. Communities and individuals who believe that they are adversely affected by a World Bank (WB) 
supported project may submit complaints to existing project-level grievance redress mechanisms or the WB’s 
Grievance Redress Service (GRS). The GRS ensures that complaints received are promptly reviewed in order to 
address project-related concerns. Project affected communities and individuals may submit their complaint to 
the WB’s independent Inspection Panel which determines whether harm occurred, or could occur, as a result 
of WB non-compliance with its policies and procedures. Complaints may be submitted at any time after 
concerns have been brought directly to the World Bank's attention, and Bank Management has been given an 
opportunity to respond.  For information on how to submit complaints to the World Bank’s corporate 
Grievance Redress Service (GRS), please visit http://www.worldbank.org/en/projects-operations/products-
and-services/grievance-redress-service. For information on how to submit complaints to the World Bank 
Inspection Panel, please visit www.inspectionpanel.org. 

VI. KEY RISKS 

75. The overall risk for the project is rated as Substantial based on key risks detailed below.   

76. Political and Governance risks are rated as Substantial.   In contrast to the frequent changes in 
government that characterized Nepal’s decade-long transition to federalism, the new government until recently 
had enjoyed two-thirds majority in Parliament. However, with the pull out by the Samajbadi Party, the 
government now has only simple majority. At the same time, state restructuring on this scale is uncharted territory 
for Nepal and smoothing the transition from the previous unitary system to the new federal one will remain a 
challenging task. The new system, in principle, provides opportunities to decentralize development benefits and 
make service delivery more effective and accountable. However, the risks of jurisdictional overlap between the 
three tiers of government, lack of clarity and coherence between policies and devolved powers, and duplication 
of efforts will remain during the coming few years.  Key aspects of the new system require further definition and 
may continue to be contested by different population groups. Despite the lack of clarity at this stage to define 

http://www.worldbank.org/en/projects-operations/products-and-services/grievance-redress-service
http://www.worldbank.org/en/projects-operations/products-and-services/grievance-redress-service
http://www.inspectionpanel.org/
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roles, rules and create governance capacity at the provincial and local levels, the overall political and governance 
risk has decreased.   

77. Macro-economic risk is Substantial. The recent COVID-19 pandemic is expected to significantly disrupt 
economic activity and raise the macroeconomic risk. The impact on this project is expected to be manageable 
because (i) the Government is keen and committed to initiate the procurement process for major civil works and 
consultancies in the first year, soon after lifting of the ongoing lock-down; and (ii) the actual implementation of 
major civil works are expected to commence in about 7-8 months, by which time, the COVID-19 situation is 
expected to shift from crisis management and relief, to recovery-mode; and (iii) in the meantime, the Bank and 
the implementation agencies could develop the guidelines and best practices for new norms of working to ensure 
safety and health of workers in  and communities adjacent to worksites.    To date, official figures indicate that 
Nepal has been able to contain widespread transmission of COVID-19.  Despite that, economic activity is expected 
to be seriously affected through three channels, specifically: services sector due to the shock to tourism; imports 
and related supply chains for industry; outmigration and related remittance which have been a major source of 
foreign exchange and liquidity for the financial sector.  The situation continues to be fluid making precise estimates 
of impacts a challenge. However, the COVID pandemic is expected to significantly reduce growth in FY2020.  The 
large shock to GDP growth is expected to substantively reduce revenue while expenditure increases as 
government programs are implemented to deal with the pandemic, including needed economic support to 
households, businesses and possibly financial institutions. This is expected to create a significant financing gap. 
Results from the most recent Debt Sustainability Analysis indicate that Nepal remains at low risk of debt distress, 
primarily due to the important role of remittances. All external debt and debt service indicators are projected to 
be comfortably below their policy-dependent indicative threshold values, including under the extreme shock 
scenario. Following a prolonged decline, to 25.6 percent of GDP in FY2015, the sum of external and domestic 
public debt rose to 30.1 percent of GDP in FY2019.  A further rise in total public debt is projected to average about 
32 percent of GDP over the period FY2020 to FY2023 and around 46 percent over the long term. However, the 
recent COVID-19 pandemic may push the debt figures higher.  

78. Given the above context, Nepal remains committed to achieving prudent macroeconomic management. 
Government has been working proactively to put in place measures to mitigate the potential impact of the 
pandemic including public information campaigns and establishment of quarantine and intensive care facilities.  
There is also engagement with development partners to assess the financing needs and identify appropriate 
interventions for households, firms and financing institutions, to facilitate the eventual recovery. Government and 
private investments to increase air connectivity and tourism infrastructure are expected to boost tourist arrivals 
and also contribute to the recovery of growth, following the pandemic. The fiscal deficit is expected to widen in 
response to the pandemic. Government will continue to support reforms to strengthen capacity to implement at 
the subnational levels. Reforms will also focus on broadening the tax base. The current account deficit is expected 
to narrow, with an expected slowing of import growth and reconstruction activities, and as better electricity 
supply reduces demand for petroleum products. Broader growth in exports will happen only in the longer term as 
structural reforms start yielding results. 

79. Technical Risk is Substantial. The NNM road passes through a hilly area and a river valley, and is 
vulnerable to landslides, while the KDP road is vulnerable to flooding. The design risk is mitigated by engaging 
reputed international consulting firms for the preparation of designs and subsequent reviews by the DoR technical 
team and independent experts, where necessary. The risks in implementation will mitigated by engaging a 
supervision consultant with international experience for contract supervision and quality assurance. The DoR 
Project management team for each road will be supported through training, as well as  technical and contract 
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management expert advisers, as necessary. In addition, the National Vigilance Centre will carry out technical 
audits as part of government oversight, which would help  to correct or improve the quality of works. 

80. Fiduciary risk is substantial. The project has large and complex civil works, with attendant exposure to 
potential fraud and corruption.  Nepal has a sound legislative framework to deal with fraud and corruption that 
includes the Commission for the Investigation of Abuse of Authority Act (1991), Prevention of Corruption Act 
(2002), the Public Procurement Act (2007), and the Good Governance Act (2008). Any citizen may file an 
anonymous complaint with the CIAA and the legislative framework provides protection for whistleblowers. The 
CIAA provides transparent annual reports regarding its operations that includes summaries of successful 
prosecutions. The National Vigilance Center, established under Prevention of Corruption Act, collects the 
necessary description or information concerning corruption from the body or authority working for investigation 
into offenses of corruption, and forwards any information concerning corruption to the concerned bodies for 
taking legal actions. Nepal also has a Right to Information Act and has ratified the United Nations Convention 
against Corruption (UNCAC), which has created public awareness regarding the menace of corruption. In addition, 
the project has provisions to engage independent experts and consulting firms to assist the government in large 
civil works during procurement (Procurement Evaluation Panel) and for supervision and monitoring during 
implementation. The other risks related to Financial Management and measures to mitigated them are discussed 
earlier and detailed in Annex 1.  

81. Procurement Risk is rated as Substantial.  The risks relating to the size and complexity and implementation 
capacity will be mitigated through: (i) ensuring adequate staffing of requisite expertise throughout the Project 
lifecycle; (ii) formation of a Procurement Evaluation Panel (PEP) of two  international experts, including 
procurement and technical experts, to independently or jointly support carrying out bid evaluation by the 
implementation agency in high value or technically complex contracts; and (iii) international individual consultants 
for providing technical and procurement support on reviewing DPRs, bidding documents, contracting and contract 
management; and (iv) an appropriate capacity building program designed and implemented for DoR staff on 
procurement, contract management and technical skills development; and others on case by case basis.  The risk 
relating to new contracting approaches will be mitigated through limiting this approach only to works on the KDP 
road, after  a thorough assessment of the contracting market and the enabling environment ascertain the 
appetite, feasibility and capacity for the new type of contracts and the development of a Value-for-Money (VfM) 
threshold for accepting the bids. In case the new approach is found to be either not feasible or not delivering VfM 
for the government, the project will adopt the traditional item-rate contracting approach. If the new approach is 
found to be feasible, then upstream support will be provided to create the enabling environment and enhance 
the capacity of GoN, and familiarize them with new contracting approaches through transaction advisory 
consultants, training, exposure visits and road shows. The risk of fraud and corruption will be mitigated mainly 
through the relatively strong legislative and institutional framework existing in Nepal, see discussion above.  

82. Environmental and Social Risks are rated High, as discussed earlier. To mitigate these risks, GoN has 
carried out E&S assessments, prepared risk mitigation plans and propose ESIA and an independent biodiversity 
assessment and plan for KDP Road, which are all documented in the ESCP and will be executed during 
implementation, including requiring contractors and sub-contractors to adopt and implement such plans. More 
details of risk mitigation measures are discussed in the Environmental and Social Review Summary.  

83. The Sexual Exploitation and Abuse/Sexual Harassment (SEA/SH) risk is rated as Substantial based on the 
findings from the risk-screening tool, consultations with stakeholders and communities, and the SEA/SH service 
mapping study of the project area risks. To minimize these risks in the project area, the project has been designed 
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to ensure: (i) the identification of SEA risks and defining the corresponding mitigation measures; (ii) the 
identification of partners to provide timely services to survivors of SEA; (iii) the strengthening of contractor 
obligations to address SEA; (iv) the establishment of separate SEA/SH grievance redress mechanisms (GRM); and 
(v) sufficient contract supervision capacity for monitoring SEA performance.  

84. Stakeholder Risks are rated Substantial. The project is likely to involve a broad range of stakeholders at 
local, regional, and national levels, as well as at the international level as a result of heightened concerns on 
project’s impacts on biodiversity and the National Park. This will not only include the project beneficiary 
communities at the grassroots level, but also NGOs (local, national, and international), civil society, media 
organizations, chambers of commerce, trade bodies and transport associations at all levels. The social impact 
assessment of the NNM road included an extensive mapping of the relevant stakeholders and the stakeholders’ 
engagement plan developed subsequently will guide the consultation processes and stakeholder engagement 
throughout the life cycle of the project.  

   . 
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VII. RESULTS FRAMEWORK AND MONITORING 

 
      

Results Framework 
COUNTRY: Nepal  

Nepal Strategic Road Connectivity and Trade Improvement Project 
 

Project Development Objectives(s) 

To improve the efficiency and safety of select transport infrastructure, improve the efficiency of cross-border trade, and strengthen capacity for Strategic 
Road Network management in Nepal. 

 

Project Development Objective Indicators 
 

RESULT_FRAME_TBL_ PD O    

Indicator Name PBC Baseline End Target 

    

1. Efficiency in Select Transport Infrastructure  

Average vehicle operating costs for trucks (NNM road) (Text)   NPR 60.42/Km NPR 48.83/Km 

Average vehicle operating cost for trucks (KDP road) (Text)   NPR 39.31/Km NPR 30.36/Km 

Average travel time for trucks (NNM road) (Hours)   4.35 3.15 

Average travel time for trucks (KDP road) (Hours)   5.00 3.00 

2. Safety in Select Transport Infrastructure  

Annual fatalities (NNM road) (Text)   73.48 fatalities/billion vehicle-Km 51.4 fatalities/billion vehicle-Km 

Annual fatalities (KDP road) (Text)   46.6 fatalities/billion vehicle-Km 32.6 fatalities/billion vehicle-Km 

3. Efficiency in Cross-Border Trade  

Border crossing time at Birgunj ICP (Days)   1.10 1.00 

Time taken for Sanitary and Phyto-sanitary certification  30.00 15.00 
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RESULT_FRAME_TBL_ PD O    

Indicator Name PBC Baseline End Target 

    

clearance for select agri-exports (Days)  

4. Capacity Strenthening of Road Network Management  

The percentage of roads within the Core Road Network that are 
in "good" condition (Percentage)  

 5.00 60.00 

 
PDO Table SPACE 

 

Intermediate Results Indicators by Components 
 

RESULT_FRAME_TBL_ IO    

Indicator Name PBC Baseline End Target 

    

1. Trade Facilitation  

Sanitary and Phyto-Sanitary labs improved (Number)   0.00 8.00 

Number of parameters for which central labs are internationally 
accredited (Number)   101.00 176.00 

Sanitary and Phyto-Sanitary training programs conducted 
(Number)  

 0.00 6.00 

2. Regional Road Connectivity Improvement  

Roads improved to 2-lane standard (NNM road) (Kilometers)   0.00 95.00 

Roads improved to 4-lane standard (KDP road) (Kilometers)   0.00 130.00 

Percentage of wards along the road where people, including 
females reported separately, are on average satisfied with safety 
measures taken into consideration during road design & 
construction (NNM) (Percentage)  

 0.00 60.00 

Percentage of wards along the road where people, including 
females reported separately, are on average satisfied with safety 
measures taken into consideration during road design & 
construction (KDP) (Percentage)  

 0.00 60.00 
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RESULT_FRAME_TBL_ IO    

Indicator Name PBC Baseline End Target 

    

Increase in the percentage of road users satisfied with 
improvement made to the road infrastructure (NNM road) 
(Percentage)  

 0.00 20.00 

Increase in the percentage of road users satisfied with 
improvement made to the road infrastructure (KDP road) 
(Percentage)  

 0.00 20.00 

3. Institutional Strengthening  

Expert support to National Road Safety Council (NRSC) (Yes/No)   No Yes 

Safe Corridor Demonstration Program (SCDP) implemented 
(Kilometers)   0.00 250.00 

Road Asset Management System developed and functional 
(Yes/No)  

 No Yes 

Vulnerability mapping embedded in the Road Asset Management 
System (Yes/No)  

 No Yes 

Training infrastructure built or upgraded for DOR (Number)   0.00 2.00 

Training programs conducted (Number)   0.00 24.00 

Number of women trained for skilled employment opportunities 
in transport and allied sectors (Number)  

 0.00 500.00 

Number of trained women facilitated for employment or 
livelihood through placement-counselling and support (Number)   0.00 50.00 

Periodic Maintenance of roads within the Core Road Network 
(Text)  

 0 Lane/Km 3,400 Lane/Km 

Percentage of grievances received that are processed within the 
stipulated service standards (NNM & KDP roads) (Percentage)  

 0.00 80.00 

 
IO Table SPACE 

  
UL Table SPACE 
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Monitoring & Evaluation Plan: PDO Indicators 

Indicator Name Definition/Description Frequency Datasource 
Methodology for Data 
Collection 

Responsibility for Data 
Collection 

Average vehicle operating costs for trucks 
(NNM road) 

Indicator to measure 
reduction of average vehicle 
operating costs for trucks 
after completion of NNM 
road improvement. Current 
data source: NNM detailed 
design report 

At the start 
of and after 
completion 
of works 
 

DPR 
and Assessm
ent after 
works 
completion 
 

Review of the Project 
and consultants’ 
reports. This needs to 
be included in CSC TOR. 
 

DCID, DoR 
 

Average vehicle operating cost for trucks 
(KDP road) 

Indicator to measure 
reduction of average travel 
time for trucks after 
completion of KDP road 
upgrading. Current data 
source: KDP feasibility study 
report 

At the start 
of and after 
completion 
of works 
 

Feasibility 
study and 
Assessment 
after works 
completion 
 

Review of the Project 
and consultants’ 
reports. This needs to 
be included in CSC TOR. 
 

DCID, DOR 
 

Average travel time for trucks (NNM road) 

Indicator to measure 
reduction of average travel 
time for trucks after 
completion of NNM road 
improvement. Current data 
source: DCID’s 3-day field 
observation report 

At the start 
and after 
completion 
of works 
 

DPR and 
Assessment 
after works 
completion 
 

Review of the Project 
and consultants’ 
reports. This needs to 
be included in CSC TOR. 
 

DCID, DOR 
 

Average travel time for trucks (KDP road) 

Indicator to measure 
reduction of average travel 
time for trucks after 
completion of KDP road 
upgrading. Data source: 
DCID’s 3-day field 
observation report 

At the start 
of and after 
completion 
of works 
 

Feasibility 
study 
and Assessm
ent after 
works 
completion 
 

Review of the Project 
and consultants’ 
reports. This needs to 
be included in CSC TOR. 
 

DCID, DOR 
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Annual fatalities (NNM road) 

Indicator to measure 
effectiveness of road safety 
interventions on NNM road. 
The baseline is taken from 
the NNM road safety audit. 

At the start 
of and after 
completion 
of works 
 

Police 
reports, 
DoR traffic 
count report 
 

The metric estimates 
crash fatalities 
(provided by traffic 
police reports) which is 
normalized by vehicle 
km traveled (data 
provided by DOR’s 
traffic count report) 
  
 

DCID, through SCDP 
Program Management 
Consultant 
 

Annual fatalities (KDP road) 
Indicator to measure 
effectiveness of road safety 
interventions on KDP road. 

At the start 
of and after 
completion 
of works 
 

Police 
reports; DoR  
traffic count 
report 
 

The metric estimates 
crash fatalities 
(provided by traffic 
police reports) which is 
normalized by vehicle 
km travelled (data 
provided by DOR’s 
traffic count report)  
  
 

DCID, through SCDP 
Program Management 
Consultant 
 

Border crossing time at Birgunj ICP 

Indicator to measure 
reduction in border crossing 
time at Birgunj ICP. Baseline 
has been determined based 
on average time difference 
between gate entry and exit 
time at Birgunj ICP for 
consignments except 
petroleum. The data is 
based on Feb 1-7, 2020 
analysis of 2,581 vehicles. 

At the start, 
mid-term 
and end of 
the Project 
 

Project 
Progress 
Report 
 

Data based on HTPL-
Birgunj ICD and sample 
survey of vehicles at 
Birjunj ICP  
 

MoICS 
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Time taken for Sanitary and Phyto-
sanitary certification clearance for select 
agri-exports 

Indicator to measure 
reduction in time taken for 
Sanitary and Phyto-sanitary 
clearance for select agri-
exports. The current 
baseline data is recent 
evidence provided from 
Private Sector-In the 
absence accreditation, the 
testing need to send abroad 
and the testing sample has 
to follow export procedure. 
These baseline and target 
values will be validated 
based on field 
surveys/assessments, within 
three months of the Date of 
Effectiveness. 

At the start, 
mid-term 
and end of 
the Project 
 

Project 
Progress 
Report 
 

Data will be collected 
from the Nepal Freight 
forwarding Association 
 

MoALD and MoICS 
 

The percentage of roads within the Core 
Road Network that are in "good" 
condition 

Indicator to measure 
increase in the quality of 
roads under core highway 
network. Yearly targets: 
Yearly targets: Year 2: 15%; 
Year 3: 25%: Year 4: 35%; 
Year 5: 45%; Year 6: 60%. 

Annual 
 

Annual Road 
Condition 
Survey 
Report 
compiled by 
HMIS, DOR 
 

Review of the Project 
progress report and 
consultants’ reports 
 

Maintenance 
Branch,  DoR, through 
Periodic Maintenance 
Program Consultant 
 

 
ME PDO Table SPACE 

 

Monitoring & Evaluation Plan: Intermediate Results Indicators 

Indicator Name Definition/Description Frequency Datasource 
Methodology for Data 
Collection 

Responsibility for Data 
Collection 

Sanitary and Phyto-Sanitary labs Indicator to measure Annual Project Review of the Project MOALD, MoICS, Project 
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improved number of labs where SPS 
facilities are augmented. 

 Progress 
Report 
 

progress report and 
consultants’ Report 
 

Consultant  
 

Number of parameters for which central 
labs are internationally accredited 

Indicator to measure 
increase in number of 
parameters for which 
central labs are 
internationally accredited. 
Baseline – DFTQC 
Kathmandu Lab is 
accredited for 101 
parameters (77 Chemical 
Parameters and 24 
Microbiological Parameters 
for 26 Commodities); 
baseline is 0 for PQPMC. 

Once, 2-
years after 
Project 
effectivene
ss; annually 
thereafter. 
 

Accreditation 
Board for 
Testing and 
Calibration 
Laboratory 
 

Accreditation list from 
DFTQC and PQPMC 
 

MOALD and MoICS 
 

Sanitary and Phyto-Sanitary training 
programs conducted 

Indicator to measure 
number of SPS training 
program carried out. 

Every 6- 
months 
 

Project 
Progress 
Report 
 

Review of the Project 
progress reporta and 
training completion 
report 
 

MOALD and MoICS 
 

Roads improved to 2-lane standard (NNM 
road) 

Indicator to measure length 
of roads improved or 
upgraded to 2-lane 
standard. 

Quarterly  
 

Quarterly 
Progress 
Report 
 

Review of Progress 
Report 
 

DCID, DOR 
 

Roads improved to 4-lane standard (KDP 
road) 

Indicator to measure length 
of roads improved or 
upgraded to 4-lane 
standard. 

Quarterly  
 

Quarterly 
Progress 
Report 
 

Review of Quarterly 
Progress Report 
 

DCID, DOR 
 

Percentage of wards along the road 
where people, including females reported 
separately, are on average satisfied with 

Indicator to measure 
satisfaction of diverse 
groups with the integration 

End of the 
Project 
 

Community 
score card 
report as per 

Community score card 
 

DCID, through 
Independent Consultant 
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safety measures taken into consideration 
during road design & construction (NNM) 

of safety measures into the 
road construction after 
improvement through FDGs. 
Special FDGs/ scorecards 
will be organised with 
groups of women (results of 
those will be reported 
seperately). At least 60% 
wards (and 60% female) 
should be satisfied. 

the 
developed 
FDG/scorecar
ds protocol. 
 

Percentage of wards along the road 
where people, including females reported 
separately, are on average satisfied with 
safety measures taken into consideration 
during road design & construction (KDP) 

Indicator to measure 
satisfaction of diverse 
groups with the integration 
of safety measures into the 
road construction after 
improvement through FDGs. 
Special FDGs/ scorecards 
will be organised with 
groups of women (results of 
those will be reported 
seperately). At least 60% 
wards (and 60% female) 
should be satisfied 

End of the 
Project 
 

Community 
score 
card report 
as per the 
developed 
FDG/scorecar
ds protocol. 
 

Community score card 
 

DCID, through 
Independent Consultant 
 

Increase in the percentage of road users 
satisfied with improvement made to the 
road infrastructure (NNM road) 

Indicator to measure the 
increase/decrease in level of 
satisfaction of the road 
users after completion of 
construction works. Survey 
will take into consideration 
key parameters of access 
and quality. There should be 
at least a 20% increase in 

Start and 
end of 
project 
(baseline 
and 
endline) 
 

Satisfaction 
survey report 
 

Satisfaction survey 
 

DCID, through 
Independent Consultant 
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satisfaction. Average 
satisfaction level will be 
calculated. The baseline and 
target values will be 
validated based on field 
surveys/assessments, within 
three months of the Date of 
Effectiveness. 

Increase in the percentage of road users 
satisfied with improvement made to the 
road infrastructure (KDP road) 

Indicator to measure the 
increase/decrease in level of 
satisfaction of the road 
users after completion of 
construction works. Survey 
will take into consideration 
key parameters of access 
and quality. There should be 
at least a 20 % increase in 
satisfaction. Average 
satisfaction level will be 
calculated. The baseline and 
target values will be 
validated based on field 
surveys/assessments, within 
three months of the Date of 
Effectiveness. 

Start and 
end of 
project 
(baseline 
and 
endline) 
 

Satisfaction 
survey report 
 

Satisfaction survey 
 

DCID, through 
Independent Consultant 
 

Expert support to National Road Safety 
Council (NRSC) 

Indicator to measure 
professional support 
provided to MoPIT for 
operationalization of NRSC 
and to NRSC for 
implementation of Road 
Safety Action Plan priorities. 

Annual 
 

Consultation 
with NRSC 
focal point 
members 
 

World Bank and ADB 
reports on road safety 
TA to the NRSC 
 

NRSC, DCID, DOR 
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Safe Corridor Demonstration Program 
(SCDP) implemented 

Indicator to measure the 
length of roads covered 
under the  program. Annual 
targets: yr 1: 50km; yr 2: 
50km; yr 3: 50km; yr 4: 
50km; yr 5: 50 km. 

Annual 
 

Consultation 
with, NRSC, 
DOR and 
DoTM 
 

Review of the project 
progress report 
 

NRSC, DOR, DoTM & 
Nepal Police 
 

Road Asset Management System 
developed and functional 

Indicator to measure 
whether the Road Asset 
Management System is 
being functional and used in 
developing plans and inputs 
for budget and expenditure 
decisions 

Annual 
(from year 
3 onwards) 
 

Integrated 
Annual Road 
Maintenance 
Plan [IARMP] 
 

Review of IARMP 
uploaded in DOR 
website 
 

DCID, DOR 
 

Vulnerability mapping embedded in the 
Road Asset Management System 

Indicator to ensure the 
climate risks GIS layer (and 
results from vulnerability 
assessment of both corridor 
sections) are fully integrated 
in the RAMS and considered 
as one of the criteria for 
investment prioritization. 

Mid-term 
& End of 
Project 
 

Design 
consultants, 
Supervision 
Consultants 
 

Review of the 
consultants’ reports 
 

DOR, Project consultants 
 

Training infrastructure built or upgraded 
for DOR 

Indicator to measure 
number of locations where 
training infrastructure are 
built or upgraded for DOR. 
One facility will be at Gajuri, 
and the other at the 
location in Lalitpur where 
DOR HQ is temporarily 
located. 

Annual 
 

Annual 
progress 
report 
 

Review of Annual 
Progress Report 
 

DCID, DOR 
 

Training programs conducted 
Indicator to measure 
number of training 

Annual 
 

Annual 
progress 

Review of annual 
progress report 

DCID, DOR 
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conducted to enhance 
capacity for better 
management of SRN. 

report 
 

 

Number of women trained for skilled 
employment opportunities in transport 
and allied sectors 

Indicator attempts to 
measure number of local 
women receiving trainings 
for skilled employment 
opportunities in non-
traditional construction and 
transport related sectors. 
Yearly targets: Y1:100; Y2: 
200; and Y3: 200. 

Trimester 
 

Regular 
implementati
on review, 
Mid-term 
review 
 

Review of Project 
progress review 
 

DCID, DOR 
 

Number of trained women facilitated for 
employment or livelihood through 
placement-counselling and support 

Indicator to measure 
number of trained women 
facilitated employment or 
livelihood through project 
support. 

Trimester 
 

Regular 
implementati
on review, 
Mid-term 
review 
 

Review of Project 
progress review 
 

DCID, DOR 
 

Periodic Maintenance of roads within the 
Core Road Network 

Indicator to measure the 
length of roads within the 
Core Road Network that are 
covered under periodic 
maintenance. Annual 
targets in Lane-Km: Yr 1: 
400; Yr 2: 600; Yr 3: 700; Yr 
4: 800; Yr 5: 900. Of these, 
800 lane-km - about 23 
percent - would be with 
Asphalt Overlay and 2,600 
lane-km  would be under 
regular periodic 
maintenance (without 

Quarterly 
 

Quarterly 
Progress 
Report 
 

Review of the quarterly 
progress report 
 

RBN 
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asphalt overlay). 

Percentage of grievances received that 
are processed within the stipulated 
service standards (NNM & KDP roads) 

Indicator to measure the 
functionality of the 
grievance redress 
mechanism in DOR under 
the Project. Standards for 
different type of grievances 
to be set up as a part of the 
GRM processing protocols. 

Quarterly 
 

GRM 
database 
 

Review of the GRM 
reports 
 

DOR – reporting by 
project monitoring 
specialist 
 

 
ME IO Table SPACE 
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ANNEX 1: Implementation Arrangements and Support Plan 

 
COUNTRY: Nepal  

Nepal Strategic Road Connectivity and Trade Improvement Project 

1. Project oversight will be the responsibility of a Project Steering Committee (PSC). The committee will be 
chaired by the Secretary, Ministry of Physical Infrastructure and Transport (MoPIT), and will include 
representatives of the National Planning Commission (NPC) and the Ministries of Finance (MoF), Industries, 
Commerce & Supplies (MoICS) and Agriculture and Livestock Development (MoALD).  The Committee will provide 
policy guidance and cross-sectoral coordination and will be responsible for smooth implementation of the project. 
A Project Technical Committee (PTC), with subcommittees consisting of officials and technical experts of relevant 
ministries/agencies will also be set up to provide technical guidance. 

Figure 1. Project Institutional Arrangements 

 

2. The project will be implemented by MoPIT and MoICS, who will be responsible for satisfactory 
implementation of their respective activities (see below), including compliance with fiduciary and safeguard 
requirements. 

3. Trade Facilitation (Component 1) will be managed by MoICS, through a Project Coordination Unit (PCU), 
in coordination with designated units in the agencies responsible for implementation of various sub-activities, viz., 
the Nepal Intermodal Transport Development Board (NITDB), Department of Customs (DoC, under the Ministry 
of Finance), and the Department of Food Technology and Quality Control (DFTQC), Plant Quarantine and Pesticide 
Management Centre (PQPMC), and Department of Livestock Services (DoLS), under MoALD. The PCU will be 
headed by a Project Director, and will include staff with requisite experience and skills for managing the civil works, 
environmental & social safeguards, procurement and contract management, and knowledge and capacity building 
activities, and will be supported by administrative and financial management expertise. The PCU and/or 
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designated units/agencies will engage project management and supervision consultants for implementation of 
each of the civil works and suitable subject matter experts (e.g., international accreditation) for various activities 
such as improvement of SPS and knowledge and capacity building.  

4. Regional Road Connectivity (Component 2) and Institutional Strengthening (Component 3) will be 
managed by a PCU in the Development Cooperation Implementation Division (DCID), within the Department of 
Roads under MoPIT, in coordination with designated units in the agencies responsible for the implementation of 
various sub-activities, viz., Maintenance Branch of DoR, Planning Branch of DoR, National Road Safety Council 
(NRSC), and the Department of Transport Management (DoTM). The PCU, headed by the Deputy Director General, 
will have a team of Senior Division Engineers, Project Managers (one for each of the road works), Engineers, 
Procurement and Contract Management Specialists, Environmental Management Specialist(s), Social Safeguards 
Specialist(s), and a Gender and Social Inclusion (GESI) Specialist, with primary responsibility for planning, 
preparation, procurement and implementation of the road improvement works. They will be supported by a 
Financial Management Specialist and other administrative and support staff.   

5. For each civil works, prior to the selection of any contractor, MoPIT will establish, and thereafter maintain 
throughout the period of implementation of project activities, a road-specific project implementation unit which 
will be: (a) headed by a Project Manager, assisted by competent staff, all with experience and qualifications, in 
numbers and under terms of reference acceptable to the Bank; and (b) vested with such powers, financial 
resources, functions and competences, acceptable to the Bank, as required to carry out preparatory activities for 
site-specific project activities (including securing the necessary encumbrance-free land, clearances and permits), 
ensure coordination with relevant agencies and governmental departments, oversee the implementation 
of/compliance with ESCP, handle the Project’s grievance complaints systems (for all grievances other than 
procurement-related grievances), undertake contract management responsibilities, and guide/oversee the 
performance of the supervision consulting firm. 

6. For each civil works, DoR will award contracts in accordance with the readiness criteria which will include, 
inter alia: (i) the completion of the notifications for any necessary land acquisition; (ii) the securing of all 
environmental clearances (including any mandatory public hearings) and government permits for construction 
activities; (iii) completion of all measures and actions in accordance with the ESCP; and (iv) the engagement of a 
supervision consulting firm for works procured under Item-Rate Contracts or PPP Contracts, with qualifications 
and experience and under terms of reference acceptable to the Bank, in order to assist the respective road-specific 
project implementation unit with contract management, monitoring/supervision, and the certification of 
contractors’ performance, including compliance with/implementation of the ESCP. 

7. For each civil works contract, the Environment and Social Management Plan (ESMP) will be made an 
integral part of the bid and contract documents, and the bid will include a detailed environmental and social 
mitigation budget as part of the costs. The contractors will prepare site-specific ESMPs and sub-plans identified in 
the ESCP and will be responsible for the implementation and compliance of the ESMPs. For this purpose, the 
contractors will hire Environmental Specialist(s) and Health and Safety Officer(s)/Specialist(s). The Supervision 
Consultant (SC)/Independent Engineer (IE) of these activities will ensure implementation and monitoring of 
ESMPs, by :(i) reviewing site-specific ESMPs and develop good practices to assist contractors in their 
implementation; (ii) ensuring that contractors comply with ESMP requirements and that the construction activities 
are environmentally sound and sustainable; and (iii) prepare and submit regular environmental progress reports 
including contract-wise breakdown of non-compliance and rectification by contractors and monitoring of results.  
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8. The Environmental Specialist of SC/IE will be responsible for ESMP implementation and reporting any non-
compliance to the relevant authority. In addition, Independent Environmental Monitoring Consultants will 
monitor environmental quality parameters (ambient air quality, ground and surface water quality, noise levels, 
health and safety, etc.) at locations identified in the ESMP. An Environmental Specialist in the PCU will provide 
oversight. All reports will be provided to the Bank for review, after which remedies as necessary will be undertaken 
by PCU or PSC. 

9. The Deputy Director General of DCID (Project Director) will be responsible for the implementation of the 
RAP and cross-agency coordination, including grievance redress. The PD will be assisted by a Social 
Development/Resettlement Specialist. A Land Acquisition Officer (LAO) and additional representatives, if deemed 
necessary, will acquire land. A RAP Coordination Committee (RAP CC), comprising the PD and LAO, will assist in 
RAP implementation and ensure that all agencies involved are fully informed of RAP and WB Policy requirements. 
The Social Development/Resettlement Specialist will: (i) review and verify internal monitoring reports; (ii) identify 
and select impact indicators; (iii) conduct an impact assessment through formal and informal surveys with PAPs; 
(iv) consult with Projected Affected Persons (PAPs) and DCID in preparing review reports; and (v) assess the 
resettlement efficiency, effectiveness, impact and sustainability. Monitoring will focus on the status of Project-
affected vulnerable groups, such as female-headed households and economically backwards families. Indicators 
are expected to include: (i) socioeconomic conditions of PAPs; (ii) reactions from PAPs on entitlements and 
compensation; (iii) changes in housing / business restoration; (iv) grievance procedures, including recording, 
processing time, and redress; (v) progress of community development schemes; (vi) disbursement of 
compensation; and (vii) satisfaction of PAPs in the post-resettlement period. An independent agency (NGO, 
academic institute or a consultant) will conduct periodic M&E and third-party validation of RAP activities. 

10. The Safe Corridor Demonstration Program (SCDP) will be implemented in close coordination with the 
National Road Safety Council (NRSC) and the Departments of Transport Management, Police and Health. A service 
provider would be commissioned to provide operation and maintenance of the equipment procured in 
coordination with the respective stakeholder department(s), including drivers for vehicles (except motorcycles), 
fuel and any repairs. Similarly, for the IT-surveillance equipment, DoTM will procure the services for supply, 
installation and calibration, training and maintenance. These services would be monitored by a consulting firm to 
be engaged to support the DoTM and NRSC (in an “interim secretariat” role). DCID, NRSC and DoTM will execute 
Memoranda of Understanding (MoUs) with each concerned stakeholder department(s) regarding the support 
provided.  

11. For Institutional Strengthening activities, the PCU at DCID will work in coordination with (designated units 
in) agencies responsibile for implementation of various activities under this Component, that is (i) National Road 
Safety Council (for support to NRSC); (ii) Planning Branch of DoR, for institutional strengthening activities of DoR; 
and (iii) Maintenance Branch for the implementation of periodic maintenance works through various Divisional 
Road Offices (DROs).  The DDG, Maintenance Brach will have the primary responsibility of implementation, quality 
assurance, monitoring and reporting of periodic maintenance works. In each of these activities, the NRSC and the 
Branches of DoR will be supported by consulting firms and experts with the requisite skills.  Any works related to 
training activities (e.g., construction of buildings) will be treated as a distinct project, with a dedicated Project 
Manager with suitable support staff and consultants, including environmental, social and contract management 
specialists.  

12. For the purposes of implementing periodic road maintenance activities set forth in Part 3(3) of the Project, 
MoPIT shall: identify the high traffic highways within the SRN, and notify them as the Core Road Network (CRN) 
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within [3] months of the Effective Date; and, thereafter require DoR to prepare a prioritized list of periodic 
maintenance works at or before the beginning of each Fiscal Year based on condition assessment, and provide 
adequate budget allocation to meet those priorities; and  engage the services of a Program Management 
Consultant (PMC) to assist DoR in the identification, procurement, implementation, monitoring, technical and 
financial audits, and verification of results.  

13. Grievance Redressal Mechanism (GRM).  The Project level GRM addresses overall project-related 
grievances, and will include grievance redress committees (GRCs) at the field and PCU levels. The GRCs will 
respond to complaints received from affected people and provide timely, transparent and fair resolutions. Details 
of the GRM will be widely disseminated, the GRM registers will be accessible to communities and other 
stakeholders, and information on the corrective actions taken in response to the grievances will be shared with 
stakeholders. In addition to on-site GRMs, the Project will consider developing an Interactive Voice Response 
System to receive complaints and suggestions from citizens. The GRM will be gender responsive, culturally 
appropriate, and readily accessible to the PAPs at no cost and without retribution. The system will be accessible 
to women and girls; female PAP representatives will be included in the GRC to help redress grievances specific to 
women. In addition, a GRM will be established for worker-related grievances.  

14. The Sexual Exploitation and Abuse (SEA)/Sexual Harassment (SH) Grievance Redress Mechanism (GRM) 
will be established locally in the project site as a corresponding body to the overall GRM of the SRCTIP. As 
recognized by the Grievance Redress for Sexual Exploitation and Abuse in World Bank projects note, 2019, SEA/SH 
require specific attention to allow for prompt, safe and ethical handling of and response to SEA/SH cases. As such, 
the SEA/SH GRM will function independently with five SEA/SH skilled committee members, including a local 
service provider, who will manage SEA/SH disclosures and coordinate support and referral to the survivors. 

15. The project is being implemented in the period following a transition to federalism, in due coordination 
with all tiers of the government.  While the federal government continues to have the mandate to construct and 
manage the strategic roads network itself, the project includes extensive involvement of local and provincial 
governments, especially the local governments, during various phases of the major road improvement/upgrading 
works., e.g., (i) facilitating and coordinating public hearings of the Environmental Impact Assessment (EIA) results 
and endorsement of project based on these; (ii) participation in the stakeholder engagement and public 
consultation processes; and (iii) providing permission for quarrying of construction material and operating 
construction plants.   

Financial Management 

16. Financial Management Risk Assessment. The FM risk assessment of the implementing agencies observed 
that the implementing agencies can manage the project from the FM perspective by applying the agreed 
mitigation measures. The FM risk is rated as Substantial because of the  risks identified during the assessment in: 
(i) preparing a realistic annual program and budget; (ii) getting the accounting records and FMRs timely and 
reliably including the audit reports; and (iii) coordination with multiple implementing agencies. Implementation 
arrangements, including those aimed at mitigating the risks, are detailed below.  

17. Institutional Arrangements and Staffing. The PCUs at DCID and MoICS will be responsible for all project 
related FM activities. The PCU under MoICS will need to confirm the deployment of a skilled finance staff from 
GoN or the hiring of an FM Consultant, supported by a team of assistants and a Computer Operator.  The positions 
for the Account Officer and Accountant from the government staff will be created after the project is approved. 
In the interim, the MoICS will assign one of its finance staffs to oversee this project.  
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18. Governing Financial Regulations. The GoN Financial Procedure and Fiscal Accountability Act, 2019 
(FPFAA) has replaced the previous Fiscal Procedures Act, 1999 from October 11, 2019. The project will be governed 
by the FPFAA and the regulations thereunder for programming, budgeting, accounting, funds flow, reporting, 
internal control, internal audit, external audit and other financial management procedures.  A Project 
Implementation Manual (PIM)  is being developed,  which will define the roles and responsibilities of key staff, 
each implementing agency and the PCUs. It will include a detailed description of project components, operational 
procedures, funds flow, implementation arrangements and agreed guidelines for different project components, 
detailed project cost estimates, a procurement plan, FM guidelines, monitoring and evaluation arrangements, and 
reporting arrangements. The PIM will be reviewed and endorsed by the PSC and will be subject to periodic 
updating, based on implementation experience. 

19. Annual Work Program and Budget and Budget Authorization. The annual work program and budget for 
Component 1 prepared by PCU of MoICS, and for Components 2 and 3 prepared by PCU of DoR, will be endorsed 
by the PSC. Two separate budget lines will be created in the ‘Appropriation Book’ (Red Book) for the PCU under 
MoICS and for DCID under DoR, MoPIT. MoF will release authorization for expenditures to the Secretaries of 
MoICS, MoPIT and Roads Board who will further delegate the authorization for expenditure to their PCUs. The 
PCUs will maintain accounts separately traceable for the project components channelled through them.   

20. Funds Flow Modality and Arrangement. The project has three different funding sources for IDA financing:  
Nepal IDA, regional IDA and Scale Up Facility. The fund flow process will be the same for all three sources. Fund 
release for IDA’s share of expenditures will be pre-financed through GoN’s consolidated fund. The GoN will release 
The GoN will release the budget as per the approved work program to MoICS, MoPIT and Roads Board as per its 
fund release procedures.  

21. Disbursement. Disbursements for Component 1 will be handled by the PCU of MoICS, and for  
Components 2 and 3 will be handled by the PCU of DCID.  Disbursement will be SOE-based for component 1 and 
IUFR based for components 2 and 3.  

22. Accounting and Financial Reporting. All IUFRs are received up to date from the implementing agencies 
under both the implementing ministries for this project viz. the MoPIT and the MoICS.   

23. Each PCU will maintain all necessary books of accounts as per Government requirements, including the 
IDA credit register and the Withdrawal Monitoring Register. The PCUs will submit separate quadrimester 
Implementation Progress Reports, which will include financial monitoring reports (FMRs) and the procurement 
management reports, within 45 days from the end of the quadrimester. Project implementation progress reports 
will be prepared from the date of credit effectiveness, showing the sources and uses of funds, output monitoring 
report, procurement management report, and narrative progress report in the format agreed with the Bank.  

24. Internal Audit. Section 33 (4) of FPFA requires that the internal audit shall be conducted on a quarterly 
basis by FCGO or the respective District Treasury Controller Offices (DTCO). The internal audit of the project will 
be carried out accordingly. The PCUs and PIUs will be responsible for resolving any audit issues as per the 
prevailing law. 

25. External Audit. The audit reports to be received from the ongoing projects under the implementing 
ministries are received up to date subject to one audit report for FY 2018-19 from BIMP-II. An exception waiver 
for the compliance is received from the concerned Managers to move forward for negotiation and board approval 
in reasonable assurance of receiving the report immediately after the COVID-19 pandemic situation is over.  
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26. The external audit of the project will be carried out by the Office of the Auditor General and the audit 
report will be submitted within nine months from the end of fiscal year or the period specified in the Financing 
Agreement. The respective PCUs and PIUs will be responsible for resolving any audit issues as per the prevailing 
law. 

27. Implementation Support. The Bank finance team will support the implementation agencies on a regular 
basis, specifically through providing feedback on FMRs, mid-year field visits, interactions, and training. Field visits 
will be more frequent in the initial stages. Once the finance staff is in place, the Bank finance team will conduct 
orientation/training sessions as required. 

Procurement 

28. Implementing Agencies. The PCU in MoICS as well as the PCU in DCID will have a dedicated procurement 
officer, supported by an adequate number of national and international procurement consultants. The PCU in 
DCID will be handling almost 95 percent of the procurement volume. It will therefore hire individuals or firms with 
requisite procurement and technical expertise (including 2-3 international experts) for providing professional 
support in preparing bid documents, conducting bid evaluation, and contract negotiations.   

29. Procurement of Works. Component 2 includes high value and technically complex civil works contracts 
with innovative contract packaging to include longer term maintenance, and hence, would require high level Bank 
review.   

30. Works Contracts for improvement of the Nagdhunga-Naubise-Mugling (NNM) road. There will be three 
major works-contract packages valued at approximately US$80 million, US$70 million, and US$20 million. These 
contracts will be the Bank’s SPD Works with traditional item-rate contracts, including a five year maintenance 
period after construction. GON is currently implementing similar road construction and maintenance works under 
ADB financing. The Bank standard procurement documents to be adopted for NNM road are: 

(a) WB SPD Prequalification Document- Works [July 2019] 

(b) “Request for Bids - Works (after prequalification) [December 2019]” + some additional provisions to 

take care of 5 to 8 years of O&M. This is the WB SPD with FIDIC GCC for traditional Item-rate contracts 

designed by the Employer + some additional provisions to take care of 5 to 8 years of O&M.  

31. Works Contracts for upgrading the Kamala-Dhalkebar-Pathlaiya (KDP) Road. The Feasibility study of the 
road is completed and the number and sizes of the contracts will be determined after completion of the detailed 
design. For these upgrading works, new contracting approaches are also envisaged, such as the longer-term 
“Design-Build-Operate-Maintain Contracts” such as Modified/Hybrid Annuity Model (MAM/HAM) or “Output and 
Performance Based Road Contracts,” in addition to the traditional item-rate contracts. Currently three potential 
contracting options are under consideration: 

(a) Hybrid Annuity Model (HAM). Under this modality, the Contractor is responsible for design and build 
to meet the performance standards and specifications; 70 percent of the investment cost (estimated) 
is paid by the Implementing Agency during execution on quarterly or semi-annually instalments after 
achievement of the defined parameters; 30 percent is invested by the contractor through debt or 
equity, which is recovered by the contractor through equal semi-annual instalment payments by the 
implementing agency during the O & M period of seven to eight years. The performance-based 
maintenance approach would be used for O&M. There is no WB SPD for this modality. Some projects 
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in India (financed by the World Bank) have developed the RFPs and concession agreement for such 
projects. GoN and the Bank are working through the PPSD exercise, local market study, and 
consultations with high level Government officials on the feasibility of HAM for this project. The PPSD 
will indicate it as one of the preferred options for contracting. If this option is not feasible, contracting 
will be done based on the second option, i.e., OPBRC.   

(b) Output and Performance-Based Road Contracts (OPBRC) (With Prequalification). This option will 

follow the WB SPD - OPBRC.   

(c) Traditional Item-rate contracts as for the NNM road. If neither HAM nor OPBRC contracting methods 

are feasible after the ongoing study, this method will be adopted. 

32. Periodic Maintenance Works. The contracts for periodic maintenance of 3,400 lane-km of high traffic 
roads within the SRN, to be designated as the Core Road Network (CRN), are estimated to range from $1 million 
to $2 million, and will follow the Bank’s procurement procedures. 

33. Selection of Consulting Services. The major consulting contract packages are: (i) consulting services for 
construction supervision for the NNM Road; (ii) consulting services for detailed engineering survey and design of 
the KDP road; (iii) consulting services for carrying out ESIA, RAP and VCDP of the KDP road; (iv) consulting services 
for construction supervision of civil works for KDP road; and (v) consulting services for the management of the 
Periodic Maintenance Program. Individual consultants will be required for: (i) the procurement evaluation panel; 
(ii) procurement consultant; and (iii) expertise required for various project activities, such as road safety, social, 
environmental, gender, and safeguards. 

34. Procurement of Goods. No major goods procurement is envisaged, except for procurement of vehicles, 
office equipment, and other goods required for the project implementation. 

35. Other Procurement related Non-procurement Activities. The safe corridor demonstration program 
(SCDP) and trade facilitation and institutional strengthening components, which include training and capacity 
building activities, require the procurement of works, goods, non- consulting and consulting services.  

36. Applicable Procurement Procedure. The Bank’s Procurement Regulations for IPF Borrowers, July 2016 
(Revised November 2017 and August 2018) and the provisions stipulated in the Financing Agreement will be 
applicable for the procurement of Goods, Works, Non- Consulting and Consulting Services. The PCU within the 
DCID in the DoR will be responsible for overall procurement management of the Project. Procurement of goods, 
works, and non-consulting services, may be carried out using international and /or national procurement 
procedures, as agreed in the Project Procurement Strategy for Development (PPSD) and the Procurement Plan, 
with caveats for national procedures, as indicated in the PPSD and the Procurement Plan in STEP. 

37. Procurement Risk Assessment of DoR. The Bank team has conducted a procurement risk assessment of 
the implementing agency and is preparing a report with necessary mitigation measures to the identified risks. 
Both procurement and fiduciary risk are rated High, considering that the project has large, high value civil works 
that are complex and because there is a plan to undertake some of them through a contracting approach that is 
new to Nepal. DCID has experience in implementing Bank-financed Projects, but of a much lower size, complexity 
and innovativeness. The risks related to size and complexity and implementation capacity will be mitigated by: (i) 
ensuring adequate staffing of requisite expertise during the Project lifecycle; (ii) the formation of a Procurement 
Evaluation Panel (PEP) of two international experts, including procurement and technical experts, to 
independently or jointly support carrying out bid evaluation by the implementing agency in high value or 
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technically complex contracts; and (iii) international individual consultants for providing technical and 
procurement support on reviewing DPRs, bid documents, contracting process and contract management; and (iv) 
appropriate capacity building programs designed and implemented for DoR staff on procurement, contract 
management and technical skills development, as well as others on a case by case basis.  The risk related to new 
contracting approaches will be mitigated through limiting this approach only to works on the KDP road based on 
a thorough assessment of the contracting market and enabling environment to ascertain the appetite, feasibility 
and capacity for the new type of contracts, and the development of a Value-for-Money (VfM) threshold for 
accepting bids. In case the new approach is either not feasible or not delivering VfM for the government, then the 
project will adopt the traditional item-rate contracting approach. If the new approach is found to be feasible, then 
upstream support will be provided to create the enabling environment and enhance the capacity of GoN, and 
familiarize them with the new contracting approach through transaction advisory consultants, training, exposure 
visits and road shows. The risk of fraud and corruption is mitigated mainly through the relatively strong legislative 
and institutional framework in Nepal to address these issues, DoR’s Grievance Redress System, and project-
specific provisions for the engagement of independent experts and consulting firms to assist the government in 
large civil works, during procurement (Procurement Evaluation Panel), and for supervision and monitoring during 
implementation.  

38. Prior Reviews and Post Reviews. All contracts are subject to review by the Bank. High value and high-risk 
contracts will be subject to prior review by the Bank as agreed in the procurement plan. Other contracts will be 
reviewed ex-post on sample basis depending upon the procurement risk of the project. 

39. Implementation Support. The Bank team will provide implementation support at least twice a year. In the 
beginning of the project, a procurement orientation will be provided to all project related staff, including project 
directors/coordinators, procurement officials and consultants, FM officials and consultants, and others. The 
ongoing Integrated PFM Reform Project (IPFMRP) will provide an opportunity for project staff to attend 
professional procurement training on Works, Goods and Consulting services (net 11 days duration) being 
organized by ITC-ILO, in association with the Nepal Administrative Staff College. The Bank procurement team will 
organize procurement clinics customized for the project.   

Strategy and Approach for Implementation Support 

40. The World Bank will support project implementation based on the risks identified and the mitigation 
measures proposed in the risk section. The World Bank will undertake regular semi-annual implementation 
support review missions jointly with the International Economic Cooperation Coordination Division (IECCD, under 
MoF) and the implementation agencies, whose reports will form the basis for the agenda of such reviews, to 
confirm project performance and areas of concern. The World Bank team will be led by the Task Team Leaders 
(TTLs) and comprise specialists in all the key functional areas, viz., technical, fiduciary management, safeguards 
and project management.  

41. In keeping with the PDO and the Results Framework, implementation support will focus on technical 
aspects related to road improvement works and trade improvement, procurement, financial management and 
environmental and social safeguards, and monitoring & evaluation (M&E). In each of these focus areas, the World 
Bank will bring in in-house or external expertise and support the training of the respective staff of the 
implementation agencies. Bank support will be provided through regular communication and review of 
documents and semi-annual support reviews, as well as thematic reviews.  
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42. A mid-term review (MTR) will be conducted within 40 months from credit effectiveness. The MTR would 
assess the overall implementation performance and progress towards the achievement of the PDO, and if 
necessary, make recommendations for amendments to the project for consideration by GoN and the Bank.  

  



 
The World Bank  
Nepal Strategic Road Connectivity and Trade Improvement Project (P170409) 

 

 

      
 Page 50 of 62 

 

ANNEX 2: World Bank’s Eastern Corridor Connectivity Program 

 
COUNTRY: Nepal  

Nepal Strategic Road Connectivity and Trade Improvement Project 

1. The World Bank’s Eastern Corridor Connectivity program aims to facilitate the movement of people and 
cargo on multimodal transport networks for the benefit of traders, transporters, producers, passengers and 
communities in Bangladesh, Bhutan, India, and Nepal (BBIN). The Program comprises a series of investments for 
road and inland waterway connectivity and trade facilitation measures (e.g., land border posts, trade laboratories, 
national single windows, and trade portals).  It is aligned with the priorities of the South Asia Sub-regional 
Economic Cooperation (SASEC) program and the 2016-25 Operational Plan, which was adopted by the Finance 
Ministers of SASEC countries in 2017.  

2. The Program has three pillar: 

(a) Economic Corridor Development. The World Bank’s ongoing and proposed investments along key 
regional  corridors include upgrading the Strategic Road Network in Nepal (notably the Kathmandu-
Birgunj corridor and sections of the East-West Highway, which serve as the backbone for the physical 
and economic integration of the country), the north eastern region (NER) of India (connecting 
Mizoram to the borders of Bangladesh and Myanmar, and Meghalaya to the border of Bangladesh), 
and Bangladesh (connecting the key land border posts between India and Bangladesh - Benapole and 
Bhomra – to the SASEC corridor from Dhaka to NER India, Nepal, and Bhutan). 

(b) Inland Waterway Transport (IWT). The World Bank’s IWT lending portfolio comprises three projects, 
two in India and one in Bangladesh, with a total commitment amount of US$815 million.  Through 
these investments, the World Bank aims to increase regional trade and transit traffic along inland 
waterways, including to reduce travel time and cost on the Dhaka-Chittagong waterway corridor in 
Bangladesh and along the National Waterway 1 (NW1) in India, and improving passenger ferry 
infrastructure and service in Assam. The Indian government is planning an investment for the 
augmentation of NW 253 to seamlessly integrate the NW1 and NW2 through the IWT protocol route54 
in Bangladesh and develop a regional waterway corridor of about 3,000 km between Bangladesh and 
India. The Bank is also supporting Nepal to explore the potential for trans-boundary waterway 
connectivity to India and Bangladesh. 

(c) Transport and Trade Facilitation.  While significant investments are being extended to improve the 
transport infrastructure, the return on these investments could be undermined by logistics and 
regulatory impediments that constrain freight movement. The World Bank is therefore financing a 
range of activities in Bangladesh and Nepal such as the development of efficient land ports, improving 
an inland container depot, establishing the National Single Window and strengthening associated 
institutional capacities in these countries.   

3. The program is beginning to show results across the three pillars.  With support from the World Bank, 
trade portals are now operational in Nepal and Bangladesh.  Improvements to trade logistics infrastructure have 

 
53 NW-2 is a section of the Brahmaputra River extending 891 km between the Bangladesh border near Dhubri and Sadiya in Assam, India. 
54 The India-Bangladesh Protocol on Inland Water Transit and Trade allows inland vessels of one country to transit through the specified 
routes of the other country. 
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been made in Nepal and to the road along the Kathmandu-Birgunj-Kolkata corridor.  Border crossing time at the 
Birgunj-Raxhaul border post between Nepal and India has been reduced55 for traders, contributing to Nepal’s 
improved ranking on the Ease of Doing Business 2020.    

4. The program has been developed in a phased manner, with each single borrower project forming a 
building block for greater regional integration.  The program currently comprises total IDA commitments of 
US$716 million (four projects), including US$410 million from the IDA Regional Program. The program also 
includes projects supporting regional connectivity and trade in India with IBRD commitments of US$455 million 
(two projects). An additional three projects (US$845 million in IDA/IBRD commitments) are in the pipeline. (See 
table and Map below). 

Eastern Corridor Connectivity Program – Ongoing and Planned IDA and IBRD Operations 
Pillar 1: Economic Corridor Development 

Project Countries Status Amount 
(US$m) 

FY 

India: Mizoram State Roads II Regional Transport Connectivity 
Project (P145778). Increase transport connectivity along regional 
trade corridors in Mizoram, bordering Bangladesh and Myanmar. 

Primary connectivity: 
India and Bangladesh 
Secondary: Myanmar 

Active 107 14 

Bangladesh: Western Economic Corridor and Regional 
Enhancement Program (WeCARE; P169880).  Upgrade regional 
highway corridors and upgrade/rehabilitate feeder connectivity 
infrastructure. The corridor is serviced by the two largest land 
border posts between India and Bangladesh (Bhomra/ Ghojadanga 
and Benapole/Petrapole) and connects to the Banglabandha and 
Burimari land border posts in northern Bangladesh. These are 
designated land border posts for Nepal and Bhutan trade.   

Primary connectivity: 
Bangladesh and India  

Secondary: Bhutan 
and Nepal 

Pipeline 275 20 

Nepal Strategic Road Connectivity and Trade Improvement 
Project (P170409). Improve key sections of the country’s Strategic 
Road Network (SRN) that provide critical connections to India, 
China, Bangladesh and Bhutan (via Northeast India); enhance 
trading and border infrastructure at selected locations; and equip 
and achieve accreditation of selected laboratories. 

Primary connectivity: 
Nepal and India 

Secondary: 
Bangladesh and 

Bhutan 
 

Pipeline 450 20 

India: Meghalaya Integrated Transport Sector Project (P168097). 
Improve transport connectivity and efficiency, and modernize 
transport institutions in Meghalaya, bordering Bangladesh. 

Primary connectivity: 
India and Bangladesh 

Pipeline 120 20 

Total   952  

Pillar 2: Inland Waterways Transport (IWT) Connectivity 

India: Capacity Augmentation of the National Waterway 1 
Project (P148775). Improve the navigability of National Waterway 
1 in India to increase regional trade and transit traffic on the 
inland waterway network in India. 

Primary connectivity: 
India and Bangladesh 

Secondary: 
Nepal 

Active 375 17 

Bangladesh Regional Waterway Transport Project (P154511).  
Improve the navigability of 900 km of inland waterways along 
Bangladesh and India protocol routes, notably Chittagong-Dhaka-
Ashuganj Corridor and develop a cargo terminal at Ashuganj, a key 
transhipment terminal for Indian goods to the border crossing at 

Primary connectivity: 
Bangladesh and India 

Secondary: 
Bhutan 

Active 360 16 

 
55 Clearance for import reduced from 1.5 to 1 day and exports from 1.1 to 0.24 days. Source: Nepal’s Alignment with the WTO TFA Gap 
Assessment by WBG 
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Akhaura-Agartala.    

Assam Inland Water Transport Project (P157929). Improve 
passenger ferry infrastructure and services in Assam, and 
institutional capacity.  

Primary connectivity: 
India and Bangladesh 

Active 80 20 

Total   815  

Pillar 3: Transport and Trade Facilitation 

Bangladesh Regional Connectivity Project-1 (P154580). Enhance 
border post facilities in Bangladesh at Benapole, Bhomra, Sheola, 
and Ramgarh, and develop the National Single Window for Trade. 

Primary connectivity: 
Bangladesh and India 

Secondary: 
Bhutan and Nepal 

Active 150 17 

Nepal India Regional Trade and Transport Project (P144335).  
Facilitate efficient goods trade between Nepal and India by 
removing current policy, procedural, systems (National Single 
Window for trade), capacity and infrastructure constraints along 
the Kathmandu-Kolkata Corridor.  

Primary connectivity: 
Nepal and India 

Secondary: 
Bangladesh and 

Bhutan 

Active 99 13 

Total   249  
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Map: World Bank’s Eastern Corridor Connectivity Program  
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ANNEX 3: Project Cost and Financing 

 
COUNTRY: Nepal  

Nepal Strategic Road Connectivity and Trade Improvement Project 

 
 

Component-wise Project Costs and Funding from GoN and IDA (in $ mn) 

Comp. Sub-component Total ($ mn) IDA ($ mn) 
Percent 

Financing 

1 Trade Facilitation 42.0 29.4 70% 

a Facilities at border-points 32.0 22.4 70% 

b Sanitary and Phyto-Sanitary Mgmt 8.0 5.6 70% 

c Knowledge Support 2.0 1.4 70% 

2 Regional Road Connectivity 659.0 350.1 53% 

a Nagdhunga-Naubise-Mugling Road 174.0 121.8 70% 

b Kamala-Dhalkebar-Pathlaiya Road 440.0 202.4 46% 

c Supervision Costs 29.0 20.3 70% 

d Land acqusition, Resettlment, Utility Shifting 8.0 0.0 0% 

e Safe Corridor Demonstration Pilots 8.0 5.6 70% 

3 Institutional Strengthening 100.1 70.1 70% 

a Support for NRSC 4.0 2.8 70% 

b Capacity enhancement of DoR 6.0 4.2 70% 

c Periodic Maintenance 80.0 56.0 70% 

d Incremental Operation Cost 10.1 7.1 70% 

4 Contingency Emergency Response 0.0 0.0 70% 

5 Front-end Fee(*) 0.375 0.4 100% 

  TOTAL 801.5 450.0 56% 

Note: In the case of Kamala-Dhalkebar-Pathlaiya Road works – Component 2.b – the The Percent of IDA Financing 

– 46% - is based on the assumption that these works will be implemented as traditional item-rate contracts. In 

case any of these works are implemented through the Modified Annuity Model (MAM)/Hybrid Annuity Model 

(HAM), the Government will be paying 70 percent of the estimated cost of the project during the period of 

construction, in tranches linked to the progress of physical works, and the percentage of IDA financing of such 

payments will be accordingly revised through restructuring.  
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 ANNEX 4: Eligibility for Regional IDA and Scale-Up Facility 

 
COUNTRY: Nepal  

Nepal Strategic Road Connectivity and Trade Improvement Project 

1. Regional IDA. The project meets the criteria for the exceptional use of resources from IDA’s Regional 
Program, as explained below. The views of IDA Executive Directors on the exceptional use of resources from IDA’s 
Regional Program for the proposed project—a single country regional project with expected transformative 
impact—were sought through a Consultation Note between March 20-27, 2020. As agreed during the IDA-18 
Replenishment, “on a case-by-case basis and subject to a two-step process of early consultation with and approval 
by IDA’s Executive Directors”, projects that require financial participation of only one IDA country can draw on 
finances from IDA’s Regional Program “where it can be clearly demonstrated that the project would have a 
transformational impact on the region and that three or more countries would receive substantial benefits from 
the project.” 

a) Expected to have transformational impact on regional integration and trade, and benefit Nepal, India, 
Bangladesh and Bhutan 

• The project is expected to significantly improve the economic potential in the eastern sub-region of South 
Asia, especially in enhancing trade between Nepal and India, as well as with Bangladesh and Bhutan. 85 
percent of Nepal’s imports enter through India, irrespective of their country of origin.56  Despite the country 
being next to large and dynamic markets on its border, Nepal’s export-import ratio is small.  Trade costs 
due to shackled connectivity57 on average are estimated to be 20 percent higher between country pairs in 
South Asia than between country pairs in East Asia.58  

• The trade facilitation activities to be supported by the proposed project are expected to lead to important 
benefits and spill-over effects.59 The increased efficiency in transit processing will help reduce the cost of 
business for traders on both sides of the border.  For example, with improvements in sanitary and phyto-
sanitary testing and clearance, the proposed project aims to reduce the processing time for certain 
agriculture products by half.  Such reductions will have a broader impact of encouraging more exchange of 
goods, and an associated increase in private sector activities.    

• The improvements in road segments to be supported by the proposed project, which are part of regional 
economic corridors are expected to reduce transportation costs.  For example, the Naghdunga-Naubise-
Mugling (NNM) road is already operating beyond capacity in several sections.60 The annual vehicle-km on 
this road is expected to increase three-fold over the next 30 years.  With the proposed improvement, 
average travel speed on this road is expected to increase from 21 km per hour to 31 km per hour, resulting 
in reduced fuel consumption. Current estimates (subject to confirmation) show that carbon emissions are 
expected to decrease by 137,500 tons, from 670,911 tons under the ‘without project’ scenario to 533,410 
tons under the ‘with project’ scenario.  

 
56 Nepal Systematic Country Diagnostic, February 2018. 
57 Refers to the constraints in transport and logistic infrastructure, and inefficiencies of custom and border procedures. 
58 A Glass Half Full: The Promise of Regional Trade in South Asia, World Bank Group, 2018. 
59 For example, the establishment of an Integrated Check Post at the Nepal-India border has been one of the factors in helping Nepal 
move up 16 notches to 94 in Ease of Doing Business 2020 rankings. 
60 For example, in Kathmandu-Birgunj corridor, the Naubise-Galchhi section with a design capacity to serve traffic of 10,000 Passenger Car 
Units (PCUs), already has a traffic volume of 15,000 PCUs.  This number is expected to go up to 27,000 by 2022. 
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• There will be a positive impact on regional trade beyond India.  Given that a large portion of goods enter 
through India, improvements in transport connectivity and trade between Nepal and India through the 
project will also benefit trade with third countries, including Bangladesh and Bhutan.     

b) The project would not need financial participation of any other country. 

c) Clear evidence of country and regional ownership of the project. 

• The proposed project is linked to other initiatives of the SASEC Operational Program, which together will 
benefit the sub-region overall.  There are numerous complementary activities supported by the BBIN 
governments and other development partners under the SASEC Operational Plan 2016-25 adopted by the 
Finance Ministers in April 2017.  BBIN-led initiatives include the Motor Vehicles Agreement61 to ease 
restrictions on cross-border transits of vehicles, passengers, and cargos; Bangladesh’s granting access to 
its ports in Chittagong and Mongla to Nepal, Bhutan, and India; collaboration between Nepal and India on 
integrated check posts; and India’s investments on roads and bridges at the border.62   

• The proposed project complements initiatives financed by development partners. Together with the ADB 
and JICA, the proposed project will address bottlenecks along Asian Highway 42.  It will also complement 
ADB’s support to expand the sections of the East West Highway (Asian Highway 2) that are contiguous with 
the Kamala-Dhalkebar-Pathlaiya (KDP) road stretch.  Without financing to support proposed SRCTIP 
activities, BBIN trade may not reach its full potential.   

d) The project provides a platform for a high level of policy harmonization between countries and is part of a 

well-developed and broadly-supported regional strategy.  

• The proposed project is supported by the SAGQ and contributes to the coordinated efforts of BBIN countries 
for policy harmonization through various initiatives and platforms. The trade facilitation and road 
improvement activities to be financed by the proposed project are areas included as key priorities for 
development under the SASEC Operational Plan.  The project would build on and further strengthen BBIN’s 
regional coordination mechanism. which is key to harmonize transit measures that are currently 
coordinated through the Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation 
(BIMSTEC) and SAARC. 

• The proposed project is part of the World Bank’s Eastern Corridor Connectivity Program.  The overall 
program aims to facilitate the movement of people and goods across a range of transport networks. It has 
been developed in a phased manner since 2013, and the World Bank has been financing a network of 
operations to enhance connectivity and trade in Bangladesh, India, and Nepal.  This proposed project, in 
particular, will tie in directly to the World Bank’s ongoing Nepal-India Regional Trade and Transport Project 
that further connects to the India Capacity Augmentation of the National Waterway (NW) 1 Project.63  It 
also links to the East-West Highway that connects to the Bangladesh Western Economic Corridor and 
Regional Enhancement (WECARE) Program that is under preparation. 

 
61 The MVA has been ratified by Bangladesh, India, and Nepal. Bhutan, which has not yet ratified the agreement, is reportedly reconsidering 
its stance. Countries recognize MVA as a landmark for giving momentum to transport facilitation in the sub-region. 
62 India has invested in two Integrated Check Posts (ICPs) at Birgunj (Nepal) – Raxaul (India), and Biratnagar (Nepal) – Jogbani (India); 
improved bridge on the Mechi river; and road improvements along the Nepal-India border. 
63 NW-1 is the longest waterway in India, extending 1,620km from Haldia to Prayagraj across the Ganges. It is one of three inland waterways 
that Nepal can use as transit options to the sea. The World Bank is supporting India to improve the navigability of NW1 to increase regional 
trade and transit traffic on the inland waterway network in India.  
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2. Eligibility for Scale-Up Facility (SUF): The project meets the criteria for SUF, as detailed below: 

a) Nepal is an IDA-eligible country with a “low” FY19 Debt distress rating, based on Debt Sustainability 
Analysis.64 

b) The project has the potential for transformative impact, as explained above in the eligibility criteria for 
exceptional use of the resources of the Regional IDA Program.  

c) The project is aligned with the World Bank Group goals and IDA policy priorities, as it contributes to  
Objective 2.2 of the World Bank Group’s Nepal Country Partnership Framework FY19-23, Report 
No.83148-NP, which addresses the constraints posed by poor transport connectivity (which is listed as 
the third most binding constraint to the business environment). 

d) Nepal remains at low risk of debt distress with total public debt stock of 30 percent of GDP and net 
present value of external debt to GDP of 13 percent.65 

e) Nepal has the capacity to absorb non-concessional resources as evidenced by the fact that it has 
exhausted IDA18 resources, while there remain projects in the pipeline.  The overall portfolio is 
assessed as moderately satisfactory and the Country Policy Institutional Assessment (CPIA) 2018 rating 
is 3.5. 

  

 
64 NEPAL: Joint World Bank-IMF Debt Sustainability Analysis, February 2019. 
65 ibid p. 59. 



 
The World Bank  
Nepal Strategic Road Connectivity and Trade Improvement Project (P170409) 

 

 

      
 Page 58 of 62 

 

ANNEX 5: Climate Change 

 
COUNTRY: Nepal  

Nepal Strategic Road Connectivity and Trade Improvement Project 

Climate Change Vulnerability Context  

1. The project supports the upgrading and performance enhancement of sections of two critical highway 
corridors for regional connectivity, namely, Nagdhunga-Naubise-Mugling (NNM), part of the Kathmandu-Birgunj-
Kolkata corridor and Kamala-Dhalkebar-Patlaiya (KDP), part of the East-West Highway. The SRN including around 
13,000 km of roads and more than 2,000 bridges, serves as the backbone for the national economy. But moving 
goods and people within the borders of Nepal is a complex endeavour mainly because of its unique and 
challenging topography, along with land-locked borders. The terrain rises sharply from 59 meters in the tropical 
Terai (plains) region in the south to over 7,000 meters in the Himalayan mountainous region in the north, within 
a span of 150-250 km. The SRN traverses numerous large perennial and seasonal rivers that drain hill and 
mountain catchments. The country counts three major river systems, including, from east to west, Koshi, 
Gandaki/Narayani and Karnali. Consequently, providing transport connectivity is also a high-cost endeavour, with 
the added increase related to the country’s high vulnerability to climate risks like floods and landslides for the 
most part.  

2. The International Panel on Climate Change (IPCC) suggests that that Himalayan regions like Nepal will 
experience significant changes in weather patterns due to climate change. The project has run the Association’s 
Climate and Disaster Risk Screening tool, further confirming the high level of risk for the physical component 
pertaining to extreme precipitation, flooding, landslides and earthquakes. In terms of volumes, the monsoon 
delivers about 80 percent of annual rainfall in just three months, and the high Himalayas have played a unique 
role in determining the extent of water storage as ice and snow, and have provided flows of water and sediment 
through perennial rivers in the remaining months of the year. For example, heavy monsoon flooding during the 
summer of 2019 particularly demonstrated that the road infrastructure is highly vulnerable to natural events and 
caused hundreds of deaths and thousands of people displaced. Some locations in Nepal received up to 613 mm 
of heavy rainfall in July 2019. Major highways had been blocked or destroyed by floods and landslides, including 
the Koshi-Kamala section of the East-West Highway.  

3. Global climate change models project that increases in global temperatures, along with changes in ocean 
currents, do affect rainfall and cyclone patterns in the country. Besides, the Himalayan mountain ranges also have 
an impact on the way the regional circulation of moisture-bearing winds leads to temporal and spatial 
precipitation patterns. But these models have been less reliable in predicting how the regional circulation of 
moisture-bearing winds will affect precipitation and temperature in Nepal, because the role played by the high 
mountain ranges on sub-regional circulation and precipitations is still not fully understood.  

4. A recent World Bank study utilized the various available climate change models to identify ‘hotspots’ in 
the South Asia region that would be affected by changes in weather, in terms of rainfall and temperature, and 
concluded that adverse impacts on living standards would be severe by locational characteristics.66 According to 
this study, 29 million Nepali citizens will be affected by these localized hotspots. Perhaps of greater relevance is 

 
66 See: www.worldbank.org/southasiahotspots 
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that the combination of global (climate change) and regional (presence of the high mountain ranges) 
geographies/anomalies will create temporal and spatial climate effects that could involve not only the hotspots, 
but other geographic areas of Nepal as well.67

 For example, changes in ice and snow accumulation, and more rapid 
runoffs from the high Himalayas will release significantly larger volumes of water and sediment through the river 
systems in future time periods, which will disrupt natural ecosystems, infrastructure networks and human habitats 
in downstream sub-regions; these are all served by the SRN system. A precursor already visible in Nepal is in the 
form of more frequent flash floods, more damage from monsoon runoffs from fast flowing rivers, particularly in 
the Terai region.  

5. The above mentioned events will require: (i) improving the quality of vulnerability assessments of SRN 
roads and bridges, including prioritizing investments, which need to be designed to withstand 1:100 years or even 
higher flood events; (ii) promoting continuous enhancements in design standards that are necessary to mitigate 
vulnerability to unforeseen climate-induced hazards; (iii) using innovative materials and construction methods 
that build resilience of the network; (iv) increasing investment in maintenance to ensure resilience and 
sustainability of the highway infrastructure; and (v) strengthening the monitoring of post-incident response, in 
case a road section is damaged because of climate induced or other natural disasters.68 

GHG Emissions 

6. In Nepal, the existing capacity of major road corridors for trade, including the NNM and the KDP roads, 
cannot support current traffic levels that keep increasing as the country develops. Serious traffic congestion not 
only increases fuel consumption and greenhouse gas (GHG) emissions, but consequently leads to air pollution, 
and is therefore a large contributor to global climate change. Traffic congestion due to low capacity, infrastructure 
deficiencies or poor road quality has been identified as one of the major issues leading to air pollution, especially 
in urban areas.  

Project Intent  

7. There is a general appreciation regarding the importance of mitigating these risks; however, there has 
been a knowledge gap in terms of how to: (i) evaluate the economic costs of these risks and their mitigation; and 
(ii) anticipate and minimize these risks by increasing climate resilience through the planning, design, construction 
and maintenance phases, and during the post-disaster emergency response phase.  

8. This project intends to address the above-mentioned risks and potential negative impacts induced by 
climate change by considering them through project design, and the implementation of appropriate adaptation 
and mitigation measures. The project will support the construction and maintenance of highway infrastructure 
utilizing more resilient features to mitigate climate-induced weather event impacts that disrupt connectivity from 
social, physical and economic perspectives. It will also support the Department of Roads to develop the 
institutional capacity for tackling both the structural and non-structural aspects of adapting road construction and 
operations to climate change. Adequate design and expansion of the NNM road to two lane standard with one 

 
67 See (i) “Effects of climate change on seasonal monsoons in Asia and impact on variability of rainfall in southeast Asia”. By Yen Yi Loo and 
Ajit Singh. Geoscience Frontiers, vol 6, issue 6, Nov 2015, pp 817 to 823. The analysis is mainly for Southeast Asia, but there are observations 
on south Asia as well; (ii) 4 Degrees Turn Down the Heat – Climate Extremes, Regional Impacts, and the case for Resilience; the World Bank 
by the Potsdam Institute for Climate Impact Research and Climate Analytics; June 2013; and (iii) South Asia's Hotspots: Impacts of 
Temperature and Precipitation Changes on Living Standards; World Bank. 2018: www.worldbank.org/southasiahotspots 
68 World Bank 2017: Flood Risk Assessment and Forecasting for the Ganges- Brahmaputra-Meghna River Basins by Satya Priya, William 
Young, Thomas Hopson, and Ankit Avasthi. 
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meter paved shoulders and the KDP road from two lanes to four lanes (depending on the sub-section) is also 
expected to contribute to a small reduction in GHG emissions. 

Climate adaptation related measures 

9. Given the high geo-hazard risk, the project has been designed to implement a comprehensive approach 
mainstreaming resilience in the civil works as well as in the institutional strengthening aspects of the project. 
Adaptation measures are summarized below.  

Project Components and Climate Vulnerability Matrix 

Components Adaptation measures 

Component 1. Trade Facilitation (US$42 million, of which US$29.4 million from IDA)  

Sub-component (b): Provision of 
equipment and training, and construction 
and/or renovation of lab buildings at key 
border locations with the target of 
achieving international accreditation in 
selected parameters.  

Cross border facilities will be designed considering climate risks (in 
particular earthquakes).  
 
In addition, the design of the 4.5 km access road will integrate climate 
resilient features, in particular slope protection measures and drainage 
reinforcement where needed.  

Component 2: Regional Road Connectivity Improvement (US$659 million, of which US$350.1 million from IDA)  

Sub-component (a): Improvement of the 
existing Nagdhunga-Naubise-Mugling road 
to a two lane standard with one meter 
paved shoulders. 

This subcomponent will support the adoption of engineering measures 
to improve the climate resilience of the corridor section.  
Green and resilient technology has been mainstreamed in the design 
and will be strictly applied during construction and maintenance. All 
road sides and water crossing locations will be provided adequate 
drainage facilities and bioengineering solutions to the highest resilience 
standard possible.  

Sub-component (b): Upgrading of the 
Kamala-Dhalkebar-Pathlaiya road from two 
lanes to four lanes.  

This subcomponent will similarly support the adoption of engineering 
measures to improve the climate resilience of the corridor section.  
Green and resilient technology has been mainstreamed in the design 
and will be strictly applied during construction and maintenance. All 
road sides and water crossing locations will be provided adequate 
drainage facilities and bioengineering solutions to the highest resilience 
standard possible.  

Sub-component (c): Implementation of a 
safe corridor demonstration program, 
covering a length of 250-300 km of the 
Strategic Road Network (SRN) including the 
NNM and KDP roads, for which the 
program will include support for enhanced 
enforcement of traffic rules and post-crash 
response.  

Contingency planning is critical to help building resilience. This 
subcomponent will thus support both prevention, with warning signage 
for landslide and flooding risks, and action in case of emergency/major 
natural disasters, with the establishment of emergency response crews 
to clear landslide blockage, rescue victims, and repair damaged spots. 
  
Contingency measures will be implemented along the proposed SCDP 
roads. It includes ICT based measures to support communication 
messages utilizing VMS systems/strategy towards the road users before 
(based on weather forecast when possible) and during natural disasters. 

Component 3: Institutional strengthening (US$100.1 million, of which US$70.1 million from IDA)  

Sub-component (b) (i):  
Capacity enhancement of DoR for 
improved management of SRN / 
Development and mainstreaming of Road 
Asset Management System  

The Road Asset Management System (RAMS) that will be developed 
under this component will integrate a resilience module/climate related 
GIS layer specifically highlighting possible geo-hazard risks in vulnerable 
locations.  
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Sub-component (b) (ii): Capacity 
enhancement of DoR for improved 
management of SRN / Support for training 
facilities and training in selected priority 
areas  

This subcomponent will support relevant training to help DoR 
understand and implement climate resilience principles through the 
design, construction and maintenance of road corridors.  
It will support along with the activities funded by the Quality 
Infrastructure Investment (QII) Trust Fund, the following: strategies and 
technical manuals for mainstreaming resilience/bioengineering 
solutions; emergency warning and response system; environmental 
management practices; and utilization of climate related data in RAMS.  

Sub-component (c): Support for periodic 
maintenance  

This sub-component supports the government in strategically investing 
additional funds towards periodic maintenance with the main objective 
to ensure improved management, resilience and sustainability of the 
infrastructure. 
 
The multi-year periodic maintenance program will thus consider climate 
risks as part of the design process and most importantly as one of the 
criteria for the prioritization of maintenance interventions.  

Climate mitigation related measures  

10. Carbon emission reduction. Reduced travel time and reduced congestion are expected to lower carbon 
emissions. Road improvement works will help increase vehicle speeds and enhance fuel efficiency, in this case 
reducing carbon emissions. The road planning tool HDM-4 was used to carry out the economic analysis. Overall, 
based on current and future traffic forecasts, the GHG emission/shadow price of carbon analysis shows that 
improvement works on the NNM road are expected to reduce GHG emissions by 137,500 tons CO2, equivalent to 
US$12.5 million savings for the 30 years operation; details are provided in the economic analysis. In a similar vein, 
the analysis for KDP road shows that the upgrading works are expected to reduce GHG emissions by 109,261 
tonnes: from 600,798 tonnes in ‘without project’ scenario. 

11. Support for non-motorized transport. Particular attention is given in the design of both road sections for 
the provision of proper sidewalks, crossings, service lanes when feasible or other safe infrastructure for vulnerable 
road users, including pedestrians/bicycles and other non-motorized transport modes, to encourage and support 
an increased and safe use of non-motorized transport.  
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ANNEX 6: Map 

 
COUNTRY: Nepal  

Nepal Strategic Road Connectivity and Trade Improvement Project 
 

 


