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KATHMANDU
NEPAL

N epal is urbanizing at a faster pace and this transformation is irreversible. However, in the absence of

coordinated planning and investment in urban sector, there is need to upscale the level of innovation, impact and
outcomes. The reflection is pronounced in sprawled urban form, haphazard land use with environment

degradation, congestion, deficit in water supply and other basic services.

With six decades of planning experience, it is a high time to exercise coordinated, integrated, focused and
strategic investments that promote harmonized development to fulfill our urban intentions. The preparation of

National Urban Development Strategy - NUDS is significant in this direction.

The implementation of NUDS is a stepping stone and | believe that it will guide all the stakeholders related to
urban development for a coordinated inter-sectoral approach, with an aim of achieving a modern country that is
equitable, prosperous and just.

Rt. Honorable Pushpa Kamal Dahal ‘Prachanda’

Prime Minister
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Foreword

l \s the world is entering the era of rapid urbanization, where more than half of the world population is living

in the cities, Nepal cannot escape from this phenomenon. With nearly 50% of its population now living in the
urban areas and formation of new municipalities, Nepal has reached at a critical point to provide access to basic
infrastructure services and guide its urban development through a holistic approach. Accepting the fact that the
future of the nation relies in its urban development, the Ministry of Urban Development (MoUD) has rightly
formulated National Urban Development Strategy (NUDS) to lead the process of urbanization by integrating

actions of important urban sectors through strategies that will help in shaping the future of the urban areas.

With the vision for next 15 years, NUDS has envisaged integrated urban development efforts. | believe that
NUDS will be fundamental in paving the way for MoUD and its related agencies to thrust development of the
urban areas. Similarly, it will be vital in guiding inter-sectoral and inter-ministerial collaborations for coordinated
approach to transform words into action.

Lastly, | would like to thank the team at MoUD, national agencies and consultants, institutions, and individuals,
who were involved directly and/or indirectly for the preparation of NUDS, with a belief that this collaboration will
continue during implementation of this document.

Honorable Arjun Narsingha KC

Minister, Ministry of Urban Development
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Foreword

N epal is facing rapid urbanization growth with nearly half of its population already residing in the urban

areas. The growth has led to increased demand for efficient infrastructures, well-structured urban system and
strong economy. In light of these issues, National Urban Development Strategy (NUDS) has been prepared to
portray the current urban conditions, to propose intended future milestones and outline strategies and activities
incorporating concerned agencies and stakeholders.

NUDS provides clear pictures of existing urban situation and proposes intended urban system in the next
fifteen years considering the ramifications brought upon by changes in urban landscape, institutional setup and
federal system. | hope that NUDS will fulfill the existing necessity of a systematic approach for urban
development and create an urban framework for the next 15 years.

-

M

Honorable Mithu Malla

State Minister, Ministry of Urban Development
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: Kathmandu, Nepal

Foreword

Since the past three decades, Nepal is encountering rapid pace of urbanization. The current level of

urbanization is around 40 percent, which is projected to grow with declaration of new municipalities and
migration as two major factors. In contrary to the increase in urban population and contribution of the urban
sector to national GDP, data show inadequate effort and investment in urban development sector. Realizing the
need for a strategic approach towards urban development, Ministry of Urban Development has prepared National
Urban Development Strategy (NUDS) that addresses critical issues related to urban development sectors such as
system, infrastructure, environment and economy. NUDS also deals with mechanisms vital in realizing the
desirable condition of the four development sectors, namely investment, finance, governance and land

management.

With a vision of balanced and prosperous national urban system, it provides desirable conditions and strategies
for its realization in next 15 years. | am sure that NUDS will be a fundamental document that guides urban

development endeavors and will create desirable national and sub-national urban systems.

NUDS has been prepared through rigorous process of workshops, meetings and consultations with various
stakeholders, experts and consultants. The inception of NUDS began in 2013. However, considering the changes
in urban landscape and introduction of federal system in the country, NUDS has been revised to incorporate
necessary changes in strategies. Hence, | would like to express my gratitude to the team at MoUD, consultants,
institutions, and individuals, who have contributed directly or indirectly in the preparation process and revision of

NUDS, and | hope the cooperation will sustain during its implementation in the future.

Deependra Nath Sharma

Secretary, Ministry of Urban Development






Government of Nepal
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Singhadurbar,
Kathmandu, Nepal

| t is with utmost pleasure and delight that I, on the behalf of MoUD, take this opportunity to present National

Urban Development Strategy (NUDS), 2017. | feel great joy that the hard work and perseverance of the ministry,
the working groups and steering committee members and all the individuals involved have finally led to the
fruitful completion of this document.

National Urban Development Strategy (NUDS) has been prepared in line with National Urban Policy (NUP),
2007, the Sustainable Development Goals (SDGs) and the New Urban Agenda, to address the critical issues and
challenges of urbanization and unleash the potential it holds in driving forward the national development. While
NUP has provided guidance for urban development, NUDS has been shaped realizing the need of strategic
direction that will guide the urban development process in the country. As such, it provides strategies for urban
development for the next fifteen years by covering various sectors of urban areas such as infrastructure,
environment, system, finance, economy, investment, land and governance.

The inception of National Urban Development Strategy (NUDS) began in 2013 with a clear vision to create
balanced and prosperous national urban system. It has been prepared by a systematic process through various
thematic workshops, meetings and consultations with different experts and stakeholders. Although the draft
report was prepared in 2015, the urban scene of the country went through major changes during the finalization
phase of NUDS. Keeping the changed urban landscape and institutional setup in view, NUDS has thus been
revised to accord necessary changes and ramifications in the urban development sector.

The revision process has assessed updated data, information and strategies, and has also duly incorporated
feedbacks and comments received from different ministries and National Planning Commission (NPC). I, on the
behalf of MoUD, would like to express my utmost gratitude to Mr. Tanka Mani Sharma, Secretary, OPMCM; Mr.
Deependra Nath Sharma, Secretary, MoUD; Mr. Kedar Bahadur Adhikari, Secretary, MoFALD; Mr. Chandra
Kumar Ghimire, Member Secretary, NPC; Mr. Baikuntha Aryal, Joint Secretaty, MoF; Dr. Ramesh Prasad Singh,
Joint Secretaty, MoUD; Mr. Shiva Hari Sharma, Director General, DUDBC; Mr. Padam Kumar Mainalee, DDG,
DUDBC and Mr. Mani Ram Singh Mahat, Executive Director, TDF. My deepest appreciation goes to Dr. Mahendra
Subba, former Joint Secretary, MoUD, who has led the revision process.



| would also like to thank the team at MoUD, working group and steering committee members, institutions,
development partners and individuals who have contributed in the formation of the draft document. My sincere
thanks goes to Dr. Pitamber Sharma who as the Team Leader of the consulting team was instrumental in
providing valuable guidance in NUDS preparation. My humble gratitude goes to Mr. Arjun Kumar Karki, Secretary
and Mr. Kishore Thapa, former Secretary, for their guidance in the formulation of NUDS during their tenure at
MoUD. My gratitude also goes to Dr. Mahendra Subba for his continuous support and guidance starting from the
inception of this document to its revision and finalization. My due appreciation goes to the team at UDPPD for
keeping up with the revision and approval process. | would like to thank Ms. Ramita Shrestha, SDE, UDPPD, who
has contributed in the cabinet approval process and revision of NUDS. | would also like to thank Ms. Barsha

Chitrakar who has been involved in the revision and finalization of the document.

Lastly, | would like to thank all the personnel, agencies and individuals involved whose concerted efforts have
shaped this document. And | hope that NUDS will bring out the catalytic effects and positive outcomes as
intended in the urban development sector of the country.

vV
Er. Shambhu KC
Joint Secretary

Urban Development and Physical Planning Division, Ministry of Urban Development
Coordinator, NUDS Secretariat
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National Urban Development Strategy (NUDS):
Objectives and Process

1. The objective of National Urban Development Strategy
(NUDS) is to develop medium and long term strategic vision
of a desirable national/sub-national urban system based on
existing trends and regional resource potentialities. It assesses
existing conditions of infrastructure, environment, economy
and governance, establishes benchmarks and desirable
standards. And it identifies prioritized strategic initiatives
for investment in infrastructure and environment to realize
the comparative advantages of urban areas.

It also reviews the institutional framework to facilitate
implementation and monitoring of National Urban Policy
(2007) and proposed urban development strategies. The
implementation of NUDS is also expected to complement
Nepal's effort to graduate from Least Developed Country
(LDC) to Developing Country (DC) by 2022, achievement of
Sustainable Development Goals (SDGs) which envisions
transforming Nepal into middle-income country by 2030,
and attaining objective of accelerated economic growth as
espoused by the 14t Three Year Plan.

2. The inception of NUDS began in 2013-14 with a clear
vision to create balanced and prosperous national urban
system. NUDS is the outcome of an interactive, participatory
process involving consultations on specific themes, expert
input, and the experience, opinions and perceptions of MoUD
officials, relevant sectoral agencies, and stakeholders from
academia and policy fraternity. It has also received formal
endorsement and feedbacks from National Planning
Commission (NPC), Ministry of Finance (MoF), Ministry of
Federal Affairs and Local Development (MoFALD), and
Ministry of Physical Infrastructure and Transport (MoPIT).
Keeping in view of the changed context, NUDS has been
further reviewed to assess infrastructure needs of all 217
municipalities. The review also assesses the MoUD’s recent
organizational fragmentation, provisions of the Constitution
that are relevant to the urban development sector, and
attempts to bring few international insights that are relevant
to planning and development of provincial capitals in future.
The review has also examined the trend of national budget
allocation for the urban development sector. The Steering
Committee has further reviewed NUDS to submit it for the
approval of the government.

3. The rationale of NUDS emerged not only from the desire
to operationalize NUP and guide MoUD, but other multiple
factors embedded to the urban development sector also ne-
cessitated this. These factors among others include lopsided
growth of the Kathmandu Valley overshadowing regional cit-
ies and towns, disorderly urbanization, lagging infrastruc-
ture provisions, declining natural and built environment,
inability of urban areas to generate adequate jobs and boost
economy, fragmented urban governance, and weak revenue
of the local bodies. MoUD, after its establishment in 2012,
was also in state of uncertainty about its scope of work—

and this has emerged primarily from the lagging consensus
on the definition of the term urban development. NUDS
visualizes urban development as an endeavor of “spatial and
physical development” which is the fundamental basis for
sustainable social, economic and cultural development vis-
a-vis environmental management. Yet, NUDS visualizes that
these physical, social, economic and environmental aspects
are not mutually exclusive; rather they mingle to form an
interlinked whole—interwoven with a dialectical process of
one influencing another. Hence, NUDS'’s emphasis is on an
integrated view and approach for urban development.

The Urban Scene

4. Nepal is one of the least urbanized countries of Asia but
the pace of urbanization in the last decades has been faster
and is likely to remain so as a result of multiple transitions
spatial, demographic and economic — that are underway. In
2011 the 58 municipalities harbored 19% of Nepal's
population. Inter-censal urban growth rate of 3.43% excludes
newly graduating urban areas and expansion outside
municipal limits.

5. Kathmandu Valley is the hub of Nepal's urbanization
with nearly 22.4% of national urban population. Regional
levels of urbanization vary markedly with high levels of
urbanization in valleys and inner Tarai relative to the more
economically potential Tarai. Urbanization is dominated by
few large and medium cities in the hills. Among the 58
municipalities, 14 urban centres with over 1 lakh population
make up nearly 43.51% of national urban population.
However, population comparisons can be misleading because
municipal designation is a political decision which often
ignores functional criteria. Between 2014 and 2015, 159
new municipalities irrespective of their functional attributes
have been added to the municipal category bringing the
number of municipalities to 217 and urban (municipal)
population to 40% of the total.

6. Kathmandu Metropolitan City, the only million plus city in
the country, has 9.06% of national urban population as per
the 2011 census data. In comparison, Pokhara Sub-
Metropolitan City which is the second largest municipality of
the country has 2.92% of urban population. Gross population
density is also low in most municipalities. With addition of
new municipalities and sub-metro cities, 32 out of 58
municipalities and 139 out of 159 municipalities have
population densities less than 10 ppha, a minimum criterion
for declaration of urban center as proposed in the National
Urban Policy. High urban growth (over 4%) locations
characterize Kathmandu and Pokhara valleys, Inner Tarai
valleys and locations along major road corridors. In the last
decade, only 7 municipalities (Damak, Itahari, Bharatpur,
Thimi, Pokhara, Kirtipur, Birendranagar) had growth rates
above 5%. It is seen that physiography and connectivity are
important determinants of urbanization.



7. Migration is the largest contributor to urban growth with
37.7% of urban population either born in other district or
foreign born. Seventy-seven percent of urban migrants are
born in rural areas.

8. Estimate of the contribution of urban areas to national
GDP vary a great deal and remains a matter of conjecture
indicating the need for a more comprehensive accounting of
urban economic activities. The estimates range from 65
percent (WB/MoF) to 33.1% (CBS/NHDR). The contribution
of Kathmandu Valley to the national GDP has been estimated
by the Central Bank to be of the order of 23.4% of the
national GDP.

9. As increased urbanization and urban growth remain
inevitable, urban areas in Nepal are beset with a host of
critical issues. The urban database is poor. The urban system
is unbalanced and far from integrated. Urban sprawl and
informal urban growth is the norm rather than the exception.
There are wide deficits in urban infrastructure and no
standards are in place. Urban environmental concerns are
reaching critical levels. Non-farm employment opportunities
remain constrained. Urban poverty is rising and anticipated
to rise further. The institutional capacity for urban planning
and management is poor and there is a wide gap between
urban investment needs, financing and implementation
capability.

10. National policies in transportation, agriculture, industry,
land use and the urban sector have, for the most part,
favoured urban growth. Coordinated policy response to an
integrated and economically vibrant and balanced
urbanization process has however been lacking.

Current Urban Conditions

11. Urban database on land and infrastructure is poor and
far from comprehensive. Land fragmentation, unregulated
and informal urban land market, cumbersome land acquisition
and compensation mechanism and lack of comprehensive
zoning regulations and land use controls characterize the
prevailing conditions of urban land. The supply of serviced
land is limited and urban sprawl is at the expense of
productive agricultural land. The evolving urban form is
becoming increasingly disorganized with incompatible land
uses and declining level of amenities and neighborhood
environment.

12. Deficiency of urban infrastructures is highlighted by
the situation of water supply, sanitation, solid waste
management, housing, transport and energy. There is also
considerable disparity among ecological regions. Only 32.9%
of households have access to piped water supply in urban
Tarai as compared to 81.2% of households in urban hill.
The quality and quantity of drinking water is insufficient in
all urban regions. To meet the MDG target of water for all by
2017, substantial investment to the tune of Rs. 7.5 billion
per annum is required to be spent. Conditions of sanitation
system and solid waste management are also critical. Only

56.1% of urban households have access to sanitation system
with 88.2% households having access to toilets. Likewise,
out of 58 municipalities, only 6 have sanitary landfill sites
and only 5 practice controlled waste dumping.

13. Lack of affordable housing and increasing squatter
settlements are major concerns in the urban housing sector,
which is evident in the growing housing deficit and increasing
percentage of squatter settlements in urban areas. Squatters
comprise an estimated 10% of the urban population, but
some urban areas like Dharan have three times as much.

14. Inadequate and inefficient transport infrastructure is a
critical concern in urban transport. The average road density
of urban areas is 3.26 km/sqg.km, which is inadequate for
the efficient urban mobility as well as to promote urban-
rural linkages. The national energy crisis is apparent and
exaggerated in the urban area. The demand of electricity is
the highest in urban and industrial corridors with an annual
rate of increment of 9%. Demand for electricity far exceeds
the supply in urban areas.

15. To assess the infrastructural status of various
municipalities, an Urban Infrastructure Condition Index (UICI)
was computed for 58 municipalities. UICI provides a tool for
comparison of infrastructural condition of municipalities.
Kathmandu Metropolitan City has the highest value of UICI
whereas Gulariya remains at the bottom of the index list.

16. Analysis of urban environmental conditions highlights
the dire situation of urban areas in terms of physical, natural
and social environment. The municipalities lack institutional
capacity, proper planning and funding mechanisms to
manage urban environment that includes coping with
disasters, providing safety and security, enhancing socio-
cultural environment, preservation of open spaces etc. There
has been a rapid loss of open spaces in urban areas due to
unmonitored encroachment. The proportion of open space
is only 0.48% in Kathmandu and 0.06% in Lalitpur. The
existing Urban Environment Management Guidelines could
be a strong document to address environment issues in urban
areas, but like other documents related to urban
management, it falls short in implementation.

17. Urban areas are regarded as the engines of economic
growth. The recent GDP data by CBS shows that urban areas
directly contributed 33.1% to the national GDP (NPC/ UNDP
2014) and another 30% comes from the VDCs at proximity
to or served by the urban centers. The contribution of urban
areas to the GDP provides stronger justification for investing
in urban infrastructure because it facilitates in the generation
of wealth and employment opportunities and boosts the rate
of economic growth.

18. Agriculture and allied activities account for one-third of
the employment in the urban sector. Wholesale and retail
trade and manufacturing contribute 17% and 14% of urban
employment. Sectoral composition in urban employment
differs significantly by urban areas.



19. Poverty in urban areas is on the rise. In 2003/04 about
10% of urban population was below the poverty line. The
2010/11 NLSS shows that population below poverty line
comprises 15% of the urban population. There are enormous
differences between urban areas — Pokhara has only 1.3%
below poverty line while in Gulariya it is 50%.

20. Remittance received by urban households is around 15%
of national remittance income. Kathmandu is the largest
recipient. Ramgram, Biratnagar and Janakpur are the other
large recipients of remittance income in the Tarai.

21. There are mainly three clusters of manufacturing
industries. Kathmandu Valley accounts for 40% of urban
manufacturing employment while Biratnagar and vicinity and
Birganj and vicinity account for 17% and 15% respectively.
There are also three main clusters of urban non-farm
employment — Kathmandu Valley (25%), eastern Tarai (15%)
and central Tarai (19%). Service sector makes up 70% of
urban non-farm employment.

22. Nearly half of the total manufacturing employment is
located in non-municipal, rural areas. Labour intensive
manufacturing (handicrafts) account for 60% of total
industrial production. The composition of urban
manufacturing employment is 30% paper, mineral, plastics,
chemicals and wood, 19% garment, 18% textile and 19%
agro-processing and 14% machinery equipment.

23. Computation of location quotients reveals the relative
advantage in manufacturing in urban areas/regions.
Accordingly, the relative advantage of Kathmandu Valley is
radio, television, communication equipment and publishing,
printing. Similar advantages for Biratnagar-Dharan corridor
is electrical machinery apparatus and textiles, Birganj corridor
— tanning and leather products, basic metal and chemical
products, and Nepalganj corridor — chemical and chemical
products, fabricated metal products. Manufacturing is
generally characterized by small scale industries which show
a declining trend.

24. To meet the infrastructural deficit in 58 municipalities,
the investment requirement is estimated to be NRs 372
billion. The amount is calculated based on existing and
desirable state of municipalities.

25. In the present context, the revenue base of the
municipalities is very weak and revenue potential has not
been fully mobilized. Own source revenue of the municipality
on average accounts for only 30% of the total revenue and
nearly 70% of municipal revenue accrues from government
grants.

26. Governance emerges as a critical issue in municipalities.
The current arrangement has put urban planning and
infrastructure development under one ministry umbrella
(MoUD), while urban governance and administration in
another (MoFALD). The recent reorganization of MoUD has
further detached the water and sanitation sector from it

leading to establishment of separate Ministry of Water Supply
and Sanitation (MoWSS). Its implementing arms namely TDF
and SWMTSC have also come to be aligned with MoF and
MoFALD respectively. Fragmented institutional arrangement,
uncoordinated mechanisms between MoFALD and MoUD and
lack of technical expertise and capacity are issues of major
concern in urban governance.

Intended Urban System and Milestones

27. NUDS aims to develop strategic vision for key urban
sectors, establish benchmarks and formulate strategies to
help in addressing the identified issues and attain the
desirable condition. The strategy is not limited to physical
development alone, but aspires to attain a qualitative vision
for future urban growth in Nepal. NUDS is guided by five
basic principles, namely that urban centres should be
sustainable, inclusive, resilient, green and efficient.

28. The present system of designation of urban centres has
to be based on better functional criteria and institutionalized.
The CBS should be entrusted with the task of recognizing
and monitoring “census towns” on the basis of established
criteria. While the decision to provide municipal status will
remain a political one, only settlements with the status of
census towns should be designated as municipalities in the
future.

29. The existing national, provincial and regional urban
system comprises of two relatively integrated systems in the
centre and in the east based on flow of goods and services.
However, the urban system in the mid and far west is nascent
with relatively weak links with their hinterlands.

30. The objective of national urban development is to achieve
a balanced national, provincial and regional urban system
that strengthens economic and functional base of urban
centres through enhanced inter-urban and urban-rural
linkages, establish effective and efficient infrastructure
delivery system and maintain a healthy physical, natural and
social environment. Milestones comprising of indicators and
measures have been determined for the urban system, urban
infrastructure and urban environment.

31. Major milestones by 2031 include annual investment of
at least NRs 9,300 per capita from the present NRs 4,725
in 217 municipalities for urban infrastructure development,
access to piped water and 100 Ipcd in urban wards, sewerage
in all urban core areas, total electrification in all urban areas
with 80% of households with alternative sources, road density
of 7.5km/sq.km and 80% paved road in existing
municipalities, 50% of new residential housing through land
readjustment, 100% solid waste collection, high speed
internet availability in all large and medium towns, at least
2.5% of land as open space at ward level in old and 5% in
new municipalities, disaster risk management plan and
capability in all municipalities, and 70% contribution to GDP
from urban areas.



32. A medium growth rate is estimated for population
projection for the existing 58 municipalities during 2011-
31. The growth rate is taken 2.8% per annum. However,
briskly urbanizing municipalities are expected to have a
growth rate of 3.5% and an urban population share of about
60%. By 2031, the projected population in established 58
municipalities and 159 municipalities is expected to reach
9.03 million and 10.19 million respectively, bringing the
total urban population of the country to 19.22 million.

33. Urban infrastructure deficit at present is significant.
Basic infrastructure is lacking or very poor. Total investment
required to meet the urban infrastructure deficit and
additional demand of 217 municipalities by 2031 comes to
a total of NRs 2,453 billion. This cost increases to NRs
3,605 billion, if cost by 25% is added to unleash local and
regional development potential—which may also include
specialized infrastructure need of the future provincial
capitals, and when additional cost by 22 % is accounted for
project preparation, implementation/management,
safeguards, institution development, building community
resilience, and land provisioning and rehabilitation support.
Investment priority is determined by population size of cities.
Investment priority is determined by population size of cities.
About 60 % of the cost in existing urban areas is earmarked
for upgradation and extension of roads.

34. The major contributors to the required investment in
different sectors like urban infrastructure, water supply and
sanitation, solid waste management, and transportation are
expected to be the government (60%) and development
partners (30%), municipalities (5%), and private sector
(2.5%) and community (2.5%) respectively.

35. Urban investment will be justified because of its
contribution to increase production and enhance living
standards. The economic return of investments in
infrastructure is expected to be substantial through direct
income and capital gains and increases in taxes from urban
residents.

National Urban Development Strategies

36. National Urban Development Strategy is formulated with
a time horizon of 15 years. Strategies have been conceived
to achieve desirable condition in each major theme — infra-
structure, environment, economy and finance — but also in-
dicate the social, economic and cultural vision of urban ar-
eas reflecting the highest values of society. Each strategy is
backed by a number of activities recommended for each
lead and supportive agencies within the different levels of
the government, NGOs and the private sector.

37. Urban System: National objective is to strengthen the
national, provincial and regional urban system. Strategies
include — strengthening urban-rural linkages; upgrading
inter and intra-regional road connectivity standards;
facilitating higher level functions in major regional urban
centres and future provincial capitals; improving connectivity
infrastructure in key Tarai urban centres; facilitating
intermediate and small towns in realizing their comparative
advantages; creating infrastructure for “smart” towns in mid-

hill towns and towns along the east-west highway; enhancing
infrastructure and economic competitiveness of cities under
“One City One Idenity” concept; promoting environment,
heritage and tourism friendly economic functions in the
Kathmandu Valley; and integrating future provincial capitals
in the national and sub-national urban system.

38. Urban Infrastructure: For the infrastructure sector in
general the strategies seek to increase national resource
allocation in urban infrastructure development, maintenance
and service delivery; promote private sector investment on
basic services as well as higher order infrastructure; basic
infrastructures for all urban areas; orient strategic investment
for shared infrastructure in urban regions through a cluster
city approach; improve infrastructure investment performance
through increased efficiency in planning and implementation;
and build national/provincial/local institutional capacities for
infrastructure development and service delivery. Specific
strategies have been proposed in each major theme within
urban infrastructure

39. Water Supply and Sanitation: Minimum water
provisioning, water security, safety and sanitation coverage
are proposed. The strategies include protection and
management of fresh water sources; integration of rain water
harvesting within the building permit system;
institutionalizing water recharge provisions in public spaces;
strengthening system to produce and deliver safe water;
internalizing regular monitoring system to assure water quality
standard; promoting community water storage facilities;
facilitating private sector investment in water supply, and
augmenting investment in waste water treatment systems.

40. Solid Waste Management: Complete waste collection
coverage is proposed for urban areas. The strategies include
focus on community-led waste segregation and collection;
public-private partnership in waste collection and
management; adopt sanitary landfill sites as a transitional
strategy with the aim of promoting and mandating 3R (reduce,
reuse, recycle solid waste at household/community level; and
establish dedicated and capacitated SWM unit in all
municipalities.

41. Transportation: A broader perspective on urban
transportation is proposed. The strategies include the
integration of land use and transportation in urban as well
as regional planning and development of related institutional
mechanisms and capacity; provision of hierarchically
balanced urban road infrastructure; promotion of sustainable
urban public transport, and preparation and implementation
of comprehensive transport management standards and plans
for urban areas. In prioritized regions the provision of high-
speed inter-urban transport infrastructure is also proposed.

42. Housing: Provision of affordable, adequate and safe
housing is the objective in the urban housing sector.
Strategies include facilitation of the private sector to provide
housing to the economically weaker sections; regularize
standards of groups housing; and promotion of innovative,
economic and environment friendly building. Strategies to
discourage squatter settlements and encroachment;
encourage cooperative mechanisms for the production of



housing for the economically weaker sections; and facilitate
the production of service land through public-private/
community partnership have been proposed.

43. Energy: Provision of adequate, reliable, efficient and
green energy is the major objective in the energy sector. The
strategies include development of hydro-power projects in
consideration of the urban locations; promotion of the optimal
use of solar energy, promotion of passive design and energy
efficient building materials.

44, Urban Environment: Urban environment incorporates
natural as well as the socio-cultural environment bringing in
issues of urban safety, resilience, culture, agriculture, forest
as well as the problems of land, environmental pollution and
urban health. Major strategies include compliance with set
standards of pollution in urban areas, promotion of multi-
hazard approach to dealing with disasters and climate change;
ensuring development of integrated safer settlement;
internalization of resilience perspective in land use regulations
and building codes and by-laws; and enhanced awareness
and preparedness to deal with disaster risk and vulnerability
at all the levels of government as well as local communities
and civic bodies. Promotion of urban agriculture for food,
vegetables and horticultural products; maintenance of
minimum forest cover in urban areas; maintenance of minimum
stipulated open space in urban areas; preservation of heritage
sites as well as museums tied with local economy in old urban
areas and promotion of innovative art, architecture and culture
in new urban areas; facilitation of community and civil society
organizations particularly oriented towards the youth; and
development of community security mechanisms are among
the other strategies proposed related to urban environment.
For urban health, strategies include establishment of
adequate urban amenities and improving environmental health
conditions.

45, Urban Economy: Strategies related to urban economy
are geared towards enhancing the contribution of urban
areas to the GDP and strengthening the economic base of
urban areas. These strategies cover the aspects of economic
development, investment and finance. The strategy seeks to
boost economic development by extending support in the
formulation and implementation of local, provincial and
regional economic development plan for urban areas in order
to build competitiveness based on local, provincial and
regional comparative advantages; promotion of urban
regeneration programmes in historic core areas and the
disaster affected urban centers; mainstreaming informal
urban economy and alleviation of urban poverty.

46. Urban Investment: The investment strategy is based on
the assumption that national resource allocation for urban
infrastructure will be increased to at least NRs 9,300 per
person from the present NRs 4,725 in 217 municipalities.
Strategies include coordinated investment in urban areas
involving all sectoral agencies including the private sector;
phased investment for improving basic infrastructure services
in all municipalities; optimized sectoral investment on urban

roads; focused investment for strategic infrastructure projects
in clustered urban regions and urban corridors; increased
investment in urban areas of mid and far west and
underdeveloped regions of inner Tarai and southern Tarai;
prioritized investment in strategic small towns, market centres,
administrative centres and new towns for promoting urban
growth and provision of services incorporating “smart” towns
and “model village concept”.

47. Urban Finance: Creation of self-reliant and financially
solvent urban areas is the objective of strategies in urban
finance. Major strategies include the development of an
optimized inter-governmental fiscal transfer system; enhanced
mobilization of own-source revenue of municipalities;
improved access to debt financing through strong financial
intermediary institutions; investment mobilization through
alternative financing instruments, and reviewing loan and
grant policy to increase investment on urban roads.

48. Urban Governance: In the area of urban governance
the objective is to create an efficient and effective governance
infrastructure for urban management and service delivery.
Strategies include focusing on “facilitating” role of federal
level, “coordinative” role of provincial level, “implementing”
role of local level; establishment of High Powered
Coordination and Monitoring Committee at MoUD to ensure
inter-ministry coordination and joint monitoring of the
implementation of policies, strategies, and programs; the
improvement in institutional coordination between MoUD and
MoFALD; empowering MoUD to undertake integrated urban
infrastructure and urban development projects; make town
plans the basis for long-term development of urban areas;
improve the legal basis for managing large urban regions
and urban corridors; facilitate research based policies and
programmes; institutionalize social accountability mechanisms
between state and citizens. Strategies also seek strengthening
Town Development Committees to implement New Town and
Land Development Projects; and establishment of high
powered committees or authorities as transitional measures
to undertake development of regional urban development
and management, and creation of Special Purpose Vehicles
(SPVs) with equity shares of municipalities to implement
upscale urban infrastructure and urban development projects
in urban governance.

49. Urban Land Management: Urban land management
strategies are oriented towards the development of an efficient
land acquisition and compensation mechanism and
regularization of the urban land market. The strategies
include creation of a judicious land valuation and
compensation mechanism; price freezing upon the
government’s intent to acquire land; establishment of a land
information system; land use controls through infrastructure
and environment thresholds; build incentives for preserving
critical agricultural land in line with Land Use Policy; provision
of a legal basis for urban/rural land classification with
periodic review for adequate urban reserve land; and
implementation of large scale land pooling, land banking
and land swapping schemes.
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Three mutually reinforcing transitions are underway in Nepal.
A demographic transition that is resulting in more people
entering the labor force than are leaving it, a spatial transition
that is resulting from increased migration from the
countryside to towns and cities, and an economic transition
resulting from the demise of the traditional subsistence
economy, declining contribution of agriculture to the GDP,
and the search for new livelihood options. While increasing
urban growth and urbanization is a consequence of these
transitions, the strategies pursued in the planning and
management of urbanization will determine the direction and
pace of Nepal's economic transformation.

The level of urbanization® in Nepal remains low but the pace
of urbanization has remained faster and is likely to remain so
in the future. Only 17.1% of Nepal’s population resided in
58 designated urban areas according to the 2011 census.
However, with the addition of 159 municipalities in 2014/
15, 40% of Nepal's population reside in 217 designated
urban areas.There have been fluctuations in inter-censal
urban growth rates. Although the growth rate in the inter-
censal decade was 3.43%, the average annual growth
between 1981-2011 has remained at a high rate of 5.3%.
Urban rural growth differential in 2011 was 2.4%.

Kathmandu valley is the hub of Nepal’s urbanization. Over
half of Nepal's urban population reside in the hills and the
rest in the Tarai. The Central Development Region (CDR)
including the capital region of Kathmandu harbors half of
Nepal’'s urban population. The EDR and WDR share 17-
18% of urban population each. Regional levels of urbanization

differ markedly across ecological and development regions.
The level of urbanization is highest in the hill region (21.7%)
compared to the Tarai (15.1%) and the mountains (2.8%).
Among development regions,CDR has higest urbanization
level of 23.5% (Table 1.1). Distribution of urban population
as well as the level of urbanization is relatively low in the
MWDR and FWDR.

Physiographic and connectivity characteristics are important
determinants of urbanization which result wide variation in
the regional levels of urbanization. The level of urbanization
in the Kathmandu valley (three districts) and Pokhara valley
(Kaski district) comes to 96.97% and 79.52% respectively,
while it is only 18.28% for the rest of the hills. Similarly,
inner Tarai valleys® have a level of urbanization of 41.97%
compared to 38.94% for the rest of the Tarai.

Urbanization picture is dominated by few large and medium
cities. Kathmandu is the only city with over a million people.
In terms of size class of urban centres, 14 urban centres (4
in the hills, 10 in the Tarai) in 58 municipalities, and 2
urban centres (in the hills) in the added 159 municipalities
with over 100,000 population have 31.24% of Nepal’s urban
population. The rest 68.76% inhabit in 201
municipalities.This distribution reveals an urban hierarchy
that is truncated towards the lower end notwithstanding the
fact that urban boundaries are notorious both for including
large rural tracts on the one hand, and ignoring urban sprawl
beyond municipal boundaries, on the other.

The fact that municipal status is a political decision rather
than a technical one has also contributed to this picture.
Between 1991 and 2011 the number of municipal areas

Table 1.1
Urban Places Distributior_1 of Urban Level of urbanization Annual growth rates
Population (%)
Regions 1981 1991 2001 2011 1981 1991 2001 2011 1981 1991 2001 2011 198191 199101  2001-11
Mountain 0 0 2 2 0 0 1.4 1.1 0 0 26 28 1.4
Hill 9 13 27 27 517 512 532 546 6.9 103 167 217 5.8 7.1 37
Tarai 14 20 29 29 483 488 455 443 7.0 96 131 151 6.0 5.9 3.2
Nepal 23 33 58 58 100 100 100 100 6.4 92 139 171 5.9 6.6 3.4
EDR 7 9 14 14 208 203 194 183 6.3 7.8 117 143 5.6 6.1 2.9
CDR 7 13 20 20 527 544 497 502 9.6 149 20 235 6.2 5.7 35
WDR 4 5 12 12 119 124 161 169 3.6 56 114 155 6.3 9.5 3.9
MWDR 3 3 6 6 72 59 72 7.1 35 4.1 7.7 91 3.8 8.8 3.4
FWDR 2 3 6 6 74 70 76 7.4 3.4 71 112 131 5.3 7.5 3.1

! Level of Urbanization is the ratio of urban population to the total population of that region.
2 Inner Tarai includes districts of Udaypur, Sindhuli, Makwanpur, Chitwan, Dang and Surkhet.
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Table 1.2

Size class 1991 Percent 2001
> 200,000 421,258 (1) 18.4 671,846 (1)
100-200,000 245,253 (2) 10.7 598,461 (4)
50-100,000 517,419 (8) 22.6 788,937 (11)
20-50,000 746,551 (25) 32.6 1,032,245 (34)
<20,000 357,006 (22) 15.6 136,390 (8)
Total 2,287,487 (58) 100.0 3,227,879 (58)

with less than 20,000 population has decreased from 22 to
4 while those with 50-100,000 population has increased
from 8 to 17 (Map 1.1). While the growth rate of urban
centers with over 200,000 population has jumped from 4.78
to 9.73 in the last two inter-censal decades, the growth
rate of small towns in particular has significantly declined
(Table 1.2).

A characteristic feature of Nepal’s urbanization is high level
of urban primacy. Both 2-city and 4-city indices show some
decline in 2011 compared to 2001 but the level of primacy
remains high (Table 1.3). This is indicative of an inordinate
concentration of population in the primary city, Kathmandu.
City primacy computed for the development regions (with
major east-west and north-south highways connecting the
regional urban centres) shows that with the exception of
the central development region focused on Kathmandu, the
primacy index (both 2-city and 4-city) in all other regions
has been steadily declining or relatively stable. In spite of
the national dominance of Kathmandu the regional pattern
of primacy remains more subdued and in a state of flux.

Table 1.3

Year Two city index Four city index
1981 2.51 1.06
1991 3.26 1.24
2001 4.03 1.38
2011 3.79 1.19

High urban growth locations characterize Kathmandu valley,
Pokhara valley, Inner Tarai valleys and locations along major
road corridors. The primary centre of Nepal’s urbanization
is the Kathmandu valley which harbors 29% of Nepal’s total
urban population while Kathmandu city alone harbors 22.2
%. However, the recent addition of 159 municipalities makes
the urban population of Kathmandu Valley 22.4% of total
urban population and the urban population of Kathmandu
city alone 9.06%. 2011 census data reveals that

" This data does not include 26 municipalities added in 2015.

Growth Growth
Percent 2011 Percent  rate 1991- rate 2001-

2001 2011

20.8 1,699,954 (4) 37.6 4.78 9.73
18.5 738,455 (6) 16.3 9.33 2.12
24.4 1,182,522 (17) 26.1 4.31 4.13
32.0 831,127 (27) 18.4 3.29 2.14
4.2 71,763 (4) 1.6 9.17 -6.22
100.0 4,523,821 (58) 100.0 3.50 3.43

23 municipal areas in general and 15 in particular have
experienced relatively rapid urban growth in the past decade.

In the last decade, 23 of the 58 municipalities experienced
growth rates of above 3%. Among the major urban centres,
Bharatpur and Pokhara experienced over 5% average annual
growth, Kathmandu, Dhangadhi and Butwal had growth
rate of between 4-5% and Lalitpur and Lekhnath with above
3% (Table 1.4). Many of the fast growing areas seen from
the census are mostly medium and small towns.

Table 1.4
Growth
rate 2001- Tarai Hills Total
2011
> 5% Damak, Itahari, Thimi, Pokhara, 7
° Bharatpur Kirtipur, Birendranagar

Butwal,

4-5% D_?SESS:"' Banepa,Byas, Tansen, 8
Ghorahi Kathmandu

Tikabur. Gaur Kalika, Lekhnath,
> 3-4% Mslarin o Dhulikhel, Lalitpur, 8
g Dhankuta
Total 10 13 23

Municipalities with over 100,000 population shown in bold.

Established urban centres like Biratnagar, Birgunj, Dharan,
Janakpur, Nepalgunj, Hetauda, and Sidhdharthanagar show
growth rates of between 2-3% (Map 1.3) (Annex 1). Urban
densities are highest in Kathmandu valley and old Tarai towns.
Only three municipalities of the Kathmandu valley
(Kathmandu, Lalitpur and Bhaktapur) have urban densities
above 10000 per sg. km.Another two Kathmandu Valley towns
Madhyapur Thimi and Tokha have densities between 5-10,000.
Another 12, including Kirtipur and Banepa in the hills and
Birgunj, Biratnagar in the Tarai, have densities 2-5,000. A
total of 29 urban areas have densities between 1-2,000 while
a total of 145 urban areas have densities below 1,000.*

Urban densities display the nature and character of urban
areas and have a bearing on urban services and
infrastructure.



Map 1.3 POPULATION GROWTH RATE OF URBAN SETTLEMENTS (58 MUNICIPALITIES)
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Table 1.5
Density/Sq KM Tarai Hill Mountain Total
Less than 500 36 49 11 96
500 - 1,000 36 13 0 49
1,000 - 2,000 20 9 0 29
2,000 - 5,000 4 8 0 12
5,000 - 10,000 0 2 0 2
Above 10,000 0 3 0 3
Grand Total 96 84 11 191

*This data does not include 26 municipalities added in 2015
Migration is the largest contributor to urban growth and is
likely to remain so in the future. Contributors of urban growth
are (i) natural increase of population, (ii) reclassification of
urban areas resulting in change in urban boundaries and
population, and (iii) migration. In fast growing urban areas
in-migration is often the major contributor.

Migration to urban areas can be approximated by the district
level data on population in urban and rural areas by place of
birth from the 2011 census. Accordingly, in 58 urban areas
in 2011 those born in other districts (ODB) accounted for
34 percent of the native born population. A total of 3.7% of
the urban population was foreign born. (Table 1.6).

NATIONAL UREAN DEVELOPMENT STRATEGY (NUDS)
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Not accounting for migrants to urban areas from the same
district (which could be significant), a total of 37.7% were
migrants to urban areas. In 2001, with the same number of
urban areas, ODB and foreign-born made up 30% (25.6%
ODB and 4.4 foreign born) of the total urban population.
While other-district born urban migrants numbered around
8.3 lakh in 2001, they numbered 15 lakh in 2011.

Nearly 77 percent of these migrants were from rural areas.
The proportion as well as volume of migrants to urban areas
has clearly accelerated. The proportion of migrants is highest
in the Kathmandu valley districts in general and Kathmandu
in particular. In 2001 lifetime migrants made up 38.4% of
the urban population. The valley districts in 2011 had a
total of 46% inter-district migrant population, 74% of which
were born in rural areas. Kathmandu district had the highest
percent (54.2%) of life-time migrants in Nepal. If intra-
district migration to urban areas were to be accounted
migrants would contribute over 60 percent of urban growth.
Reclassification could contribute an additional 10-15%.

The major reasons for migration in the Kathmandu valley
districts are study (26.4%), service (21.5%), dependent
(15.8%) and marriage (15.6%). Also, 56 percent of life
time migrants had been in the valley districts for over 6
years.



This rate is 59% for urban areas in general. Districts with
major urban areas have relatively high percent of inter-district
life-time migrants compared to other districts. Districts with
over 25% of life-time migrants include Chitwan, Kanchanpur,
Kaski and Jhapa. Morang, Sunsari, Kailali, Rupandehi,
Banke, Nawal Parasi have between 20-25% inter-district
life-time migrants.

Contribution of urban areas to national GDP is
significant.There are varying estimates of the contribution
of the urban economy to the country’s GDP. The World Bank,
AusAid study in 2012 quoting MoF credited the urban
economy of contributing 65% to the GDP. However, recently
released GDP data for 2010/11 by the CBS shows a much
more subdued picture. The urban GDP made up 33.1% of
the national GDP (NPC/UNDP 2014). Eighteen districts with
32 urban places and 81% of the total urban population
made up 55.9% of the country’s GDP. The share of the
three valley districts in the GDP is 20%. In India, urban
sector is estimated to contribute 62 to 63% to the GDP.

There is an inordinate concentration of economic and
financial activities in the Kathmandu Valley. A 2012 Survey
by the Nepal Rastra Bank estimated the value of economic
activities of Kathmandu valley under two scenarios, based
on an expenditure approach. The reference scenario (based
on NLSS Il and 2011 census) put the share of Kathmandu
valley to national GDP at 23.4%. Final consumption
expenditure in the valley was estimated to be 26.1% of
national expenditure. The second ‘alternate’ scenario took
into account field survey information as well as the estimated
population of the valley. It estimated the valley’s contribution
to the national GDP to be 31%.

The final consumption expenditure of the valley was estimated
to be 34.2% of the national and its share in capital formation
was 15% of the national. The valley’s share in exports of
goods and tourism services was 26% and 47 % of the national
and its share in total imports was 19%.

Table 1.6
Areas/Districts Other district born

(ODB) as %of Native ~ ural born as

% of ODB
born
Nepal Total 14.8 80.1
Total Urban 34.0 76.5
Total Rural 11.1 82.3
Lalitpur 34.9 68.1
Bhaktapur 32.5 71.3
Kathmandu 51.5 75.6
Valley
L. 46.0 74.2
districts

Thirty-five percent of bank branches, 60% of bank deposits
and 44% of credit were also concentrated in the valley.
According to MoF, the three districts of the Kathmandu valley
accounted for 42.6% of the total government revenue
collected under different headings in 2009/10. The valley
has roughly 10% of Nepal’s population and about 0.5% of
the land area. The picture that emerges is one of a highly
centralized urban system with an inordinate concentration
of economic and financial activities in the Kathmandu valley.

Urbanization and urban development is influenced and
oriented by key policies of the state in sectors such as
transport, agriculture, tourism, industry etc in addition to
the policy pursued in the urban sector. A brief review of the
extant policies provides the context for the national urban
development strategy.

aims for
development of sustainable urban transport system to improve
social and economic development of the country. At the broad
national level, the Policy emphasizes on North-South
connectivity linking China and India—that may also serve as
an important trade and transit corridor between China and
India in the future. Apart from the present East-West Highway,
the Policy proposes Mid-Hill Highway in the Hills and Hulaki
Marg in the Southern Plains of Tarai connecting east and
west of the country. The Policy prioritizes connectivity to all
75 districts of the country, and stresses on social and
administrative parameters despite low density and lagging
economic justification of connectivity investment in many
hinterland districts. The Policy conceives central and local
road system. The central road system includes national
highways and strategic roads consisting primarily of feeder
roads—Ilinking district headquarters, towns, and cities
including its hinterland with the national highways.

Urban born as Foreign born % of

) Not stated
% of ODB Total Population
6.4 1.8 13.5
10.3 3.7 13.2
4.0 1.5 13.7
16.4 2.1 16.3
14.0 0.6 15.6
9.8 2.7 15.2
11.1 2.3 15.4

(Source : CBS 2012)



This falls under the ambit of the government. On the other
hand, the local road system, which falls under the ambit of
local bodies, includes district or arterial roads along with
the collector and neighborhood roads. The national highways
and strategic roads are instrumental for establishing regional
or inter-city connectivity vis-a-vis these have also led to
spontaneous growth of cross-road towns and settlements
along their alignments.

seeks
to achieve sustainable agricultural development by trans-
forming current subsistence agriculture system to commer-
cial and competitive agriculture system. The policy empha-
sis is on increasing agriculture productivity, creating the
foundation for commercial and competitive agriculture, and
conservation of natural resources. Apart from prioritizing tech-
nological input, research, institution building, and the policy
discourages non-agricultural activities in fertile agricultural
land and aims to promote high value agriculture develop-
ment pockets along the feasible locations of NorthSouth
Highway and Feeder roads and in the remote areas.To de-
velop such pockets, it seeks to promote integrated agricul-
ture infrastructure services through private sector participa-
tion. Well equipped modern whole-sale market facilities are
envisaged in and near the cities— where large number of
consumers reside. The Policy stresses on government pur-
chase of the locally grown food grains in the food deficit
hilly regions. Fragmentation of agricultural land is also dis-
couraged. Special programs are envisaged for marginal farm-
ers having land less than half a hectare.

The Policy also seeks establishment of agricultural land bank.
For which, it aims to create land information system to facili-
tate buyers and sellers of agricultural land including mak-
ing avail of credit facility to needy ones to purchase agricul-
tural land. It further aims for leasing of marginal public
land for community farming. These policies are expected to
have positive implications on preserving urban agricultural
land as well as promoting urban agriculture.

is
the principal document for guiding urban development in
Nepal. The policy among other things aims for (i) balanced
urban structure by channeling investment to backward re-
gions—especially to regional cities and intermediate towns
(ii) development of safe and prosperous urban centres by
increasing resiliency against environmental shocks and
stresses as well as by harnessing local economic develop-
ment potentials including mobilization of local resources and
mainstreaming informal sector and (iii) effective urban man-
agement through capacity development of local bodies, re-
alizing appropriate legal and institutional arrangements and

fostering integrated approach in urban development.The
policy became the cornerstone in guiding the subsequent
urban environment and governance programs such as Sec-
ondary Towns Urban Environment Improvement Project
(STUEIP), Integrated Urban Development Project (IUDP),
and Urban Governance and Development Program (UGDP)—
especially in terms of prioritizing project municipalities and
channeling the investment.Already these three projects in-
clude 16 municipalities and investment of about USD 230
million. STUEIP and IUDP have concentrated investment
mainly on key regional cities of each development region,
while UGDP is instrumental in channeling investment to the
intermediate towns connected to these regional cities by
North-South Highways.These strategic investments to sec-
ondary cities and intermediate townsare expected to pro-
mote economic growth in the development region by creat-
ing and fostering exchange of trade, services and human
resources between regional and intermediate urban
hubs.Despite these efforts, overall implementation of NUP
remains weak. This is attributed among other things to the
lack of comprehensive investment plans, inadequate invest-
ment on urban development; weak technical and financial
management capabilities of the local bodies;and ineffective
institutional arrangements (fragmented organization struc-
ture of central urban development agencies and local bodies
in the separate line ministries and lack of clarity regarding
roles and responsibilities).The NUP has not been able to
link with the various sectoral plans and programs, and is
deemed inadequate in terms of establishing and promoting
inter-urban economic linkages on the one hand and between
the cities and the surrounding hinterland on the other.

aims for sustainable
and broad based industrial development by fostering among
other things industrial productivity, local human and material
resources, competitiveness and comparative advantages. The
policy has prioritized agro-forest industry, construction
industry, energy oriented industry, export promotion industry,
and tourism industry. The policy has also emphasized on
establishment of Special Economic Zones (SEZ), Industrial
Village comprising of micro enterprises, cottage and small
industries that support larger industry, and Industrial Land
Use Plan that contains industrial district, industrial corridor,
industrial cluster and industrial village. The policy proposes
incentives for industrial investment along the Karnali Corridor.
Especially micro-enterprises are waived of all forms of
taxes.Income taxes are exempted to industries that are
established in the least-developed, un-developed and under-
developed classified districts. In addition, small, medium and
large industries which employ natives in their work force
arefurther exempted from income taxes. This exemption is



increased if women, Dalit and disabled constitute 50 percent
of the work force. Investment on urban infrastructures is
also exempted of income taxes for a designated period of
time. Industrial policy is expected to have ramification on
influencing especially regional urban system—as it
encourages private investment to be channeled to

underdeveloped regions in lieu of tax incentives.

seeks to establish Nepal
as a premier tourism destination through conservation and
promotion of natural, cultural, religious and historical
heritages. The policy takes tourism as a basic industry. By
linking eco-tourism and trekking with the rural-cultural
tourism, it aims to contribute to rural economy and reduce
poverty. It stresses on identifying new tourism sites and
investment on increasing accessibility (comprising of air,
surface and water transportation) and partnerships with
private sector fordeveloping facilities and amenities (such as
hotels, restaurants, shops, travel, tours, and information and
communication). Urban heritage, environment and
infrastructure have direct implications for tourism, while
tourism can provide the basis for urban employment and
income opportunities.

seeks
optimum utilization of land while preserving natural resources
and cultural heritages, through classification of land and
enforcement of land use control accordingly. The Policy
encourages land consolidation as opposed to land
fragmentation and it also emphasizes on the legislative basis
for incentives and dis-incentive to preserve agricultural land.
Settlements are encouraged in the safer locations—which
are hazard free and where infrastructure provisions become
viable and compact settlements are prioritized as opposed to
scattered development.

The economic, spatial and mobility trends in Nepal point
towards the inevitability of increased urbanization and urban
growth in favored locations and regions. While urbanization
and urban growth appear inevitable, urban areas are beset
with a host of critical issues related to urban development,
management and institutions. Both national/sub-national and
urban/municipal perspectives need to be brought to bear in
dealing with urbanization and urban growth issues. The
urban challenges that face Nepal provide the rationale for
the National Urban Development Strategy (NUDS):

¢ The system and hierarchy of urban areas is unbalanced

both in population and resource terms. The spatial framework
for urban development from a national and regional
perspective is not sufficiently articulated in the infrastructure
and resource development context.

» Urban development is manifest through unplanned informal
urban growth and urban sprawl.

» There are wide deficits in basic urban infrastructure (roads,
water supply, sewage & drainage, solid waste, energy, urban
open space, basic physical amenities, housing etc) and
quality benchmarking.

« Urban environmental concerns are growing to critical levels
due to air, land, noise pollution; urban transport issues,
high fossil fuel consumption, land use incompatibility, public
space encroachment and growth of squatter settlements,
disregard for cultural heritage and aesthetics, and
environmental risk mitigation and disaster resilience.

« Non-farm employment opportunities remain constrained in
the rural sector while they are expanding in and around the
vicinity of urban areas (World Bank 2012). There is a growing
concern regarding urban employment generation and local
economic development strategies.

» Anticipated and rising poverty in urban areas as migration
gathers momentum ag gravating the problem of housing and
infrastructure to cater to this population.

» Weak institutional and legal framework and institutional
and human resource capability for urban planning and
management.

 Precarious urban finance and revenue base and capability
to mobilize resources in existing urban areas, and wide gap
between urban investment needs, sources of financing and
capability for implementation. Lack of coordinated national,
regional, municipal urban investment vision and plan.

* Poor urban data base and monitoring of urban
developments.

NUDS is expected to:

» Enhance the national urban policy vision and facilitate
periodic review and appropriate changes.

» Provide strategic directions for the Ministry of Urban
Development.

» Define the scope of urbanization and urban development
and to that extent indicate the areas that logically come
under the ambit of the Ministry.

« Inform and facilitate sectoral activities of other agencies
of the government that bear on urban development including
inter alia transport, agriculture, industry, trade, education
and health, environment, water and sanitation services,
culture, tourism and local development.



With the Constitution of Nepal promulgated in 2015, Nepal
is poised to move towards a federal system of governance
which will have significant implications for urban growth
and development. NUDS can be a guide to orient provincial
and regional urban development processes and associated
investment decisions in the new federal structure of
governance.

(a) Develop and elaborate the medium/long term strategic
vision of a desirable and realistic national/sub-national urban
system based on existing trends and resource potentialities,
and proposed strategic initiatives.

(b) Establish benchmarks and standards for urban
infrastructure, urban environment, urban planning and
management, and urban governance.

(c) Identify key issues and prioritized initiatives and investment
(projects) required with regard to:

® Urban infrastructure
* Urban environment

® Realizing comparative advantages based on
resource potentials

(d) Identify key issues with respect to investments for urban
development and strategies to augment urban financing and
implementation.

(e) Suggest institutional framework and legal instruments to
facilitate implementation and monitoring of NUP and
proposed urban development strategies.

(f) Suggest new approaches to urbanization and urban
development in light of existing and emerging challenges of
sustainability, increased resiliency and mitigation and
adaptation to the effects of climate change.

The NUDS is an outcome of an interactive, participatory
process that sought to combine both the knowledge acquired
through the thematic consultants, and opinion and
suggestions from MoUD, other sectoral ministries-agencies,
civil societies including academic institutions as well as
aspirations of policy makers, political leadership and above
all, citizens. A series of thematic workshops were organized
to review current conditions, policy and programme initiatives,
and critical issues that need to be addressed with respect to
the theme. Chapter Two of this report draws mainly from the
outcome of these workshops. Similarly, urban development
strategies were formulated through an intensive participatory

workshop focusing on key issues, strategies to address the
issues, and key activities that form part of the strategies.
The effort has been to encourage and facilitate the ownership
of the urban development strategy by concerned
stakeholders. A series of regional and national workshops
were planned as the document went through the government
approval process. Overall policy guidance was provided by
the Steering Committee formed within the Ministry under
the convenership of the Secretary of MoUD. The Steering
Committee also facilitated inter-ministry and interagency
coordination in the strategy preparation process. The Working
Group serving as the advisory body to the Urban Development
and Physical Planning Division (UDPPD) was headed by the
Joint Secretary of the Ministry. The UDPPD is the main
division within the Ministry that is entrusted with the task of
NUDS preparation. The UDPPD is further supported by the
technical secretariat—created within the Division. The
Working Group comprises of the officials from the thematic
sections of the MoUD and other agencies.

The thematic consultants were guided and coordinated by
the Team Leader—who in turn is liaised and coordinated by
the Joint Secretary of UDPP Division.

This report is organized in four chapters:

Chapter 1 sets the stage for the national urban development
strategy focusing on national urbanization trend and sectoral
policies that have direct implications on urban development.
It elaborates the rationale and objective of NUDS including
the process and methods employed in the preparation of the
strategies.

Chapter 2 presents the current status of urban development,
with respect to urban land, form and density, infrastructure,
environment, economy, investment, finance, governance and
national and sub-national urban system. Major issues related
to each theme are identified and a summary of status of
representative municipalities is presented by population size
class. Urban Infrastructure Condition Index has been
computed, which attempts to evaluate the infrastructure
condition of 58 existing municipalities.

Chapter 3 presents guiding principles and values adhered
for formulation of strategies. It picturizes intended national
and sub-national urban systems. It sets out desirable
conditions and standards/milestones with respect to the
intended national and sub-national urban system as well as
thematic sectors and subsectors in urban development.



Current deficits in the broad urban infrastructure sectors
are assessed, future demand of the urban population is
projected and the total investment required to unleash the
urban potential till the year 2030 is presented. NUDS has
prioritized the investment based upon city population size to
attain achievable investment goal.

Nepal is one of the least urbanized countries of Asia, however
its spatial, demographic and economic transition point
towards inevitable future urbanization. Level of urbanization
has remained low, but the pace of urbanization has been in
rise, with inter-censal urban growth rate of 3.43%, 2.4%
higher than that of rural areas. The urbanization trend of
the country between 1981-2011 shows that Central
Development Region (CDR), including Kathmandu valley,
contains 50% of the total urban population. Across the
ecological regions, urban population is concentrated in hill
with 54.6% of total urban population, though Tarai has
more numbers of urban centres. Both CDR and hill region
show high level of urbanization of 23.5 and 21.7 respectively,
while MWDR, FWDR and mountain region have despairingly
low level of urbanization.

Inordinate concentration of urban population is depicted by
the level of primacy with Kathmandu city, harboring 9.06%
of total urban population, as the city of national dominance.
However, primacy index in other development regions is
steadily declining and relatively stable. Growth rate of urban
population has declined from 5.3% in 1991-2001 to 3.43%
in 2001-2011, which is mainly due to addition of new
municipalities between 1991 - 2001.

Nonetheless, existing growth rate is still more than 5% in
major urban centres like Bharatpur and Pokhara, with 15

Chapter 4 presents desirable conditions, associated indicators,
the urban development strategies and key activities for the
sectors and subsectors presented in Chapter 2, to attain the
desirable condition. The strategies are comprehended by a
master strategic framework that sets outcomes and outputs
for next 5, 10 and 15 years.

municipalities having more than 4% growth rate. Migration
is a major source of population influx, with 37.7% of urban
population either born in other district or foreign born, of
which 77% are born in rural areas. Increasing population
has not influenced density significantly or has lead to
desirable urban form, as out of 217 total municipalities,
only 3 municipalities have density more than 100 ppha, and
more than 145 municipalities still have density less than 10
ppha, a minimum criteria for declaration of municipality as
proposed by NUP.

The existing urban form and function depicts political
overshadow over technical rational in declaring municipal
status. Asin 2014, 72 new municipalities were added, which
do not fulfill the criteria of achieving the municipal status.
Following the same trend, 87 new municipalities were added
later in 2015. Analysis of existing and new municipalities
portrays a grey picture of urban growth, which is associated
with critical issues and deep rooted problems. Unbalanced
growth, environmental concerns, deficit of basic
infrastructures, unplanned physical growth, increasing urban
poverty, weak financial and institutional capacity are some
of the common features of these urban centres that are
aggravated by insufficient investment in urban sector
development.



Key Points

»> The existing urban conditions are reflected through available basic data on

urban infrastructure, environment, economy, governance, finance and

investment and through analysis of current nature and characteristics of urban

land, densities and form. EXI S ITNG U R BAN
» Fragmented institutional arrangement, uncoordinated mechanisms between D EVE LO PM E NT
MoFALD and MoUD and lack of technical expertise and capacity are the major
CONDITIONS

concern of urban governance.

» Two relatively integrated regional urban systems can be observed in the centre
and in the east based on the flow of goods and services. However, the urban
system in the mid and far-west is fragmented with weak links with their

hinterlands.

Housing condition in urban areas.
V¥ Photo source: www.flickr.com, 2014
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2. CURRENT URBAN CONDITIONS

Municipalities in Nepal are de facto urban areas. The
municipal database is poor and a system of regular data
update and monitoring is yet to be institutionalized. Current
urban conditions are reflected through available basic data
on urban infrastructure, environment, economy, governance,
finance and investment. Attempts have been made to give a
sense of these conditions for selected municipalities
representative of Nepal's ecological regions by population
size categories. This admittedly provides only a partial picture
of the conditions in Nepal’s urban areas but raises a number
of pertinent issues with respect to urban development.

The nature and characteristics of urban land, urban densities,
urban form, urban infrastructure, urban environment, urban
economy, urban investment and finance, and urban
governance provide a background to urban conditions in
Nepal.

2.1 Urban Land

Existing Condition
Land Tenureship

Broad categories of land tenureship in Nepal are private
land, institutional (guthi) land, government/public land.
Private land is the most dominant form of tenureship. The
full fledged concept of private land in Nepal was introduced
with the enactment of Land Act 1964 (2021)—which requires
land owners to duly register the land in the state’s land
ownership records and pay taxes to the state to acquire the
rightful ownership. However, the Act does not define what
constitutes the private property rights. Inferences from the
law and practices indicate that the landownership rights
include the right to acquire, sale, donate, mortgage,
exchange, inherit, lease, use, and subdivide. Prior to the
1950s, land primarily belonged to the state; for which the
state possessed the right to sell or lease or grant the land.
Guthi land on the other hand is managed by the government
created institution namely Guthi Sansthan.

Land Acquisition and Compensation

In 1961, for the first time, the law required due compensation
to be paid for the acquisition of privately held raikar land by
the state. Since then, compensation has been a major issue
in any government undertaking necessitating acquisition of
private land. The compensation mechanism has been faulted
for inadequate valuation of land (much lower than the market
price), slow payment often requiring several years, and fear
of total displacement.

As a result, land acquisition for any urban development
initiative has been increasingly difficult. Land acquisition
negotiations with the landowners often falter owing to
speculative price demanded by the landowners, absentee
landlords, and indecision on the part of family members.
The tendency to speculate land price is rampant as the
prevalent Land Acquisition Act 1977 has no provision to
freeze the price of land once the government expresses the
intent for acquisition. Enforcement of time bound moratorium
in the project areas of Town Development Committees
(sanctioned by Town Development Act 1988) is the only
instrument that is currently available to the planning
authorities.

Urban Land Market

Urban land market is largely unregulated—except for provi-
sions of building permit and to some extent enforcement of
physical plans, building regulations, planning bye-laws, and
sub-division control in some municipalities. Land market is
informal—where landowners incrementally fragment and sell
land. The potential land buyers and sellers meet mainly
through a mediator or the network of mediators. There is no
formal land information system. Tendencies to keep land as
an alternative investment and a hedge against inflation also
add to land speculation. There is also a tendency to keep
prime urban land fallow for a long period of time for purely
speculative purposes. In many instances, information in land-
ownership records and cadastral maps do not match. As a
result information of land transaction is often dubious. Fur-
ther, the government does not guarantee the deeds of the
land transaction process—putting the investment of land
buyers at risk. These factors add uncertainty to the land
market to such an extent that the location decisions of the
buyers often do not reconcile with rational choices.

Land Fragmentation

Incessant land fragmentation is triggered by various factors:
traditional inheritance, dual ownership of land, increasing
multiple uses of land, and land subdivision regulation allowing
for very small plot size in places like Kathmandu Valley. This
makes agriculture economically less attractive or profitable.
Urban form is marked by residential sprawl in the outlying
areas—causing fast conversion of agricultural land of the
periphery for urban, mainly built-up use. The conversion is
further accelerated by unhindered infrastructure extension.
Demand of peripheral land, apart from its relatively cheaper
price, is also pushed by limited supply of serviced land from
the state sponsored land development projects. In most urban
centers, there is no provision of serviced land by the state.
Private sector involvement in land and housing development
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accounts for a very small percentage of urban land use.
Organized housing and apartment housing are limited to a
few large cities only. Private land development initiatives suffer
from difficult negotiation with multiple landowners to
consolidate land parcels and the constraints of the
government ceiling on private land holdings. As a result land
developers often resort to small area development with small
lots and narrow access—without planning approval from the
relevant authorities.

% Distribution of ag. HH
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Fig 2.1 : % Distribution of agriculture households with land by land size

in urban areas Source:CBS,2011
Zoning Regulations

Comprehensive Zoning regulations and controls —which
regulate building bulk (length, breadth and height), density
and land use in conjunction — are lacking. The current
Building Regulations regulate building bulk only and ignore
density and land use. Environmental Standards such as Initial
Environmental Examination (IEE) and Environmental Impact
Assessment (EIA) are limited to primarily larger projects such
as apartment housings. Standards which can regulate
activities such as waste disposal at the neighborhood level
are not enforced. Violations of building regulations and
planning bye-laws are rampant. As a result, river systems are
polluted, public land is encroached and squatted with illegal
settlements. Even cultural sites within the built-up core are
found to be encroached in various ways. The built settings
are becoming deprived of public open spaces and play
grounds. The imperatives of encroachment upon public land
and open space in urban areas continue to mount for various
reasons, including migration. Efforts to address the issues
are neither systemic nor adequate.

Major Issues Related to Land

e Absence of the notion of ‘eminent domain’ in which land
can be acquired for general good of the public.

e ‘Ownership over land’ understood as the ‘right to use land’
for particular purposes resulting in enforcement hurdles.

e Price speculation even before project is initiated—tedious

negotiation with unclear process of land acquisition.

e Compensation for land acquisition inadequate and not
timely.

e [nformal urban land market with no land information
system.

e Land fragmentation and encroachment on public land.

e Limited land development projects and inadequate supply
of serviced land.

e Absence of Land Use Controls and accompanying
environmental standards.

o Weak regulatory and enforcement mechanisms including
the enforcement of bye laws.

e Gradual disappearance of agricultural land.

o Absence of capital gains tax mechanism that captures the
real value of infrastructure development and promotes benefit
sharing of urban development.

2.2 Urban Densities

Urban densities have a bearing on the provision, distribution
and standards of urban infrastructure, facilities and services.
Wardwise densities in urban areas give an idea of the
concentration and dispersal of urban population. Average
wardwise density (ppha, persons per hectare) shows that 18
out of the 58 municipalities have densities below 10 ppha.
These include municipalities that incorporate large tracts of
rural areas such as Kamalamai, Dasarathchanda, Dipayal,
Bhimdatta etc. 15 municipalities have densities between 10-
20 ppha, 14 have between 20-50 ppha, and only 11
(including old established urban centres) have densities above
50 ppha. Bhaktapur and Kathmandu are the only two
municipalities with ward-wise densities in excess of 200 ppha.
Most of the new municipalities will have densities below 10

ppha.

In the 58 old municipalities average wardwise density
increases with the population size of the municipality. The
density is 16.56 ppha for municipalities with population
size of less than 20,000. It increases to 66.66 ppha for
municipalities with over 1 lakh population size. The density
is highest for Kathmandu with 362.24 ppha and lowest for
Kamalamai with 2.57 ppha. The current urban growth
pattern and form do not contain desirable density.It is
reflected by prevalent urban sprawal and haphazard
development in agriculture land. Also, prioritizing
infrastructural development in low density municipalities
remains fraught with difficulties.(Annex 2.a and 2.b )
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Table 2.1 Average Ward-wise density of cities of different size-class (58 Municipalities)

Population size

Average Ward-wise Density (PPHA) 2011

Below 20,000
20,000 - 50,000
50,000 - 1,00,000
Above 1,00,000

16.56
24.88
39.02
66.66

Evolving urban forms are becoming increasingly disorganized.
It is mixed with incompatible land uses, and declining level
of amenities such as open-spaces and parks as well as
infrastructure services. Neighborhood environment both
social and cultural have come to be affected as a result.

In towns and cities, which were evolving throughout the
history, the traditional core consisted of a densely built area
comprising of narrow streets and traditional load bearing
masonry buildings. In newly emerging townships, however,
such cores are found to be either small or non-existent. In
townships which are spontaneously built along the highways,
the cores are marked by a dense ribbon development. The
urban expansion is then usually found to radiate from the
center to periphery along the arterial road or along the
connector road that has branched out from the highways.
Most towns are generally found to have single core. However,
a large urban agglomeration such as the Kathmandu Valley
and emerging urban corridor along the major highway corridor
of tarai has multiple cores. These large urban region and
corridor are found to extend in a radius of more than 15-20
km. The high density of the core is found to gradually decline
towards periphery surrounded by a vast expanse of agriculture
dominated rural area.

The traditional cores in many instances are however found
to be quickly gentrifying with the newly built reinforced
concrete buildings that tend to be systematically replacing
the traditionally built masonry structures of wood, brick and
stones. In ascending tendency, tall buildings occupied either
by multiple families or by businesses and offices have become
the land use norm. In the large city like Kathmandu, the
land use functions are becoming specific and specialized.
Banks and financial institutions have now come to locate at
the center, while businesses have come to locate in its
surrounding—especially along the key arterial roads.
Consequently, parking and congestion have come to be
critical concerns at the core.

In contrast, the periphery is usually found to consist of single
family detached residential buildings. This low-density
residential spraw! to the periphery, which is becoming a
regular sight, is gradually diminishing the stock of valuable
agricultural land. And the provision of infrastructure services
is also limited and sub-standard. The access is found to be
irregular with small right of way and piped water supply is
generally lagging.

2.4 Urban Infrastructure

2.4.1. Water Supply

Coverage
According to the water, sanitation and hygiene status report

2011 basic water supply coverage is 80% nationally, 94%
in urban areas and 72% in rural areas.

However, 2011 NLSS data shows that only 49.3% of urban
households have access to piped water (Fig 2.2), compared
to 45% for the country as a whole. Other sources of water
are covered and open wells and other unreliable sources.
The provision of piped water in urban areas varies consider-
ably by regions. In Kathmandu Valley 72% of households
have access to piped water, and 10.1% have access to other
sources (Fig 2.3). In other urban areas in the Hill region
81.2% of households have access to piped water. In urban
Tarai 32.9% of households have access to piped water and
66% use covered wells. The access to piped water decreases
drastically for the poorest quintile, where only 6.6% have
access to piped water in their house.

&0 561 M Piped to House
W Accessto sanitary system
a0 48.3 Accessto Garbage disposal
427
40
332
20 283
154

0
10 66 66

2

PoorestQuintile

Overall InTaral

Fig 2.2: % Access to basic services in urban households, Source CBS 2011
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50% -
40% 23%
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10% A 6%
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Urban Others Hills Urban- Terai

Urban Kathmandu Valley

Fig 2.3: Sources of drinking water in urban areas Source: CBS,2011
Quantity

Water supply data for all urban areas is not available. The
situation of Kathmandu valley illustrates well the issues of
quantity. In Kathmandu, the water demand is 350 million
liters per day (MLD), but KUKL is supplying only 90 MLD in
dry season and 150 MLD in the wet season (Table 2.2).
People are forced to seek for private vendors, deep boring
and well as alternative sources, which is supplying 50 MLD
(MoUD, 2013). Average water consumption is estimated at
35 Ipd from various sources including piped water. Per capita
water requirement according to WHO Standards, is 112 to
150 liters per capita per day (Ipd).

Households consuming 45 Ipd or more accounted for only
18 per cent in Kathmandu. Households consuming 25 to
44 |pd is thirty six per cent (36%) and forty six per cent
(46%) consume less than 25 Ipd (CBS, 2005).0nly 17.9%
of the piped-water supply systems are in well functioning
condition, others either need minor or major repair,
rehabilitation or reconstruction (source: KUKL). Water supply
situation varies widely by municipalities but remains largely
unsatisfactory. In the Tarai wells and tubewells are a major
source of drinking water.

Table 2.2 Water Supply in Kathmandu Valley

Water Demand (in million Ipd )

350
Supply from KUKL 150
Supply - deep boring 40
Supply - private tankers 10

Quality

NDWQS has not been implemented in the urban areas
(MoPPW, 2011). Water supply in general is characterized by
unreliable and inconsistent quality of distributed water and
contamination either at source, outlet or transmission level.For
example, sample survey of source, reservoirs and taps in 28
municipalities reveal E-coli bacteria in 80% of the samples.

Of the 174 water sources, 68.9 % were found to have
microbial risks. In addition, 64.8 % reservoirs and 58.6 %
of taps were also highly contaminated (ENPHO, 2009). In
Kathmandu, 33% of deep tube-well and 44% shallow tube
wells were contaminated with Coliforms.

Current real per capita budget allocation for drinking water
is about Rs, 1,700. In order to provide the basic water and
sanitation services and meet the national goal of universal
access to water by the year 2017, a per capita expenditure
of about Rs. 3,500 is required. This is equal to Rs.7.5
billion of investment per annum nationally. (MoPPW, 2011).

Institutions

The institutional arrangement of water supply in urban areas
has been undergoing restructuring for the last one
decade.Nepal Water Supply Corporation (NWSC) which is
the current owner and operator of the water supply system
in many urban areas of Nepal has gradually been substituted
by independentwater supply management board in the
specific municipality or in a cluster of municipalities. For
example : Kathmandu Upatyaka Khanepani Ltd. (KUKL) is
entrusted for the operation and maintenance of system under
lease contract for 30 years by Kathmandu Valley Water Supply
Management Board which has taken over the ownership from
NWSC few years back. A separate Nepal Water Tariff Fixation
Commission has also been established to monitor and
regulatethe water tariff in the country. Similarly, Kavre Valley
Water Supply Management Board (KVWSMB) has been
established to manage water supply system for Dhulikhel,
Banepa and Panauti Municipalities.

The expansion, upgradation and integration works are being
carried out in these municipalities through ADB'’s financial
assistance. Once the system comes into operation KVWSM
will take over its ownership and management from NWSC.
Similar Water Supply Management Boards have been
established in Bharatpur and Hetauda and proposed in
Dharan municipalities.

Besides, Small Towns Water Supply and Sanitation Sector
Project (STWSSSP) under ADB’s assistance has been
providing financial assistance to the emerging and small
towns since 2000. Birendranagar and Itahari are also among
the beneficiaries. These water supply systems are being
managed by local Water Users’ Committees.

Major Issues

* Insufficient access and quantity, and unacceptable and
unreliable quality of water supply

® Poor coverage of piped water supply with huge gap in
Tarai towns



Table 2.3 Water supply situation in selected municipalites

by population size

Less than 50,000 Pop (Small)

50-100,000 Pop (Medium)

More than 100,000 Pop (Large)

Indicators Dhulikhel Ratnanagar Lahan Hetauda Triyuga Nepalgunj Dharan Bhimdatta Kathmandu
Access to

piped water 48% 34% 12.1% 66.4% 23.1% 29% 98.9% 21.9% 85%
supply

Water

treatment F F F NF F F NF NF F
system

Water

consumption NA  eslpd  NAf NA 1slped  pig N/A 35 Ipcd
per capita

F — functional, NF — non-functional (See Annex 3)
® Lack of long term perspective and planning for sustainable
water supply in light of the standards set by the government

® Lack of an integrated institutional system for water supply

®* Gap between policy and standards, provision and
implementation.

® Achieving cost recovery in urban water supply systems

2.4.2 Sanitation

According to WSHSR 2011 sanitation coverage is 78% in
urban and 37% in rural areas. However, recent data (CBS,
2011) show that only 56.1% of urban households are covered
by sanitation system compared to 8.5% in rural areas. In
urban areas, 88.2% have toilets in their households,
compared to 47.4% in rural areas.

Access

In Kathmandu Valley, 98.1% of household have access to
sanitary system and 99.3% have toilet (Table 2.4). In urban
Other Hills, sanitary system coverage is 41.6% and 81.2%
households have toilets. In Urban Tarai, sanitation coverage
drops to 33.2% and 79.3% of households have toilets.
Access to sanitary system for the poorest quintile is a mere
6.6% and only 22.8% have toilets in their household (NLSS,
2011).Drainage is a major problem in low-lying Tarai towns
in particular Nepalgunj, Siddharthanagar, Janakpur,
Biratnagar and Birgunj municipalities.

In general, there is no segregation between domestic and
industrial waste, which are directly connected to storm water
drains.

Treatment Facilities

None of the municipalities have properly functioning waste
water treatment system. Only Kathmandu has five municipal
waste water treatment plants of which three are non-
functional and one is partially functional. The operating one
at Guheshwori has high operating cost and doesn’t operate
during load shedding hours. There is a wide difference in
the sanitation situation among municipalities. Larger
municipalities have better access to toilets but access to
sewerage is very low in most municipalities. Waste water
treatment systems are non-existent or non-functional.

Institutions

In 28 large municipalities Nepal Water Supply Corporation
(NWSC) is responsible for sanitation. In smaller towns,
Department of Water Supply and Sanitation (DWSS) is the
responsible agency. In others the responsibility rests on the
municipalities. There is little coordination between NWSC
and the municipalities. The major institutional problem in
water supply and sanitation is weak and fragmented planning
and programming among inter and intra ministerial agencies
and consequent lack of clear responsibilities and
coordination.

Table 2.4 Sanitation situation in selected municipalities by population size

Less than 50,000 Pop (Small)

50-100,000 Pop (Medium) More than 100,000 Pop (Large)

Indicators Dhulikhel Ratnanagar Lahan Hetauda Triyuga Nepalgunj Dharan Bhimdatta Kim
Access to toilet 63% 94% 25% 96.6% 64.7% 92% 90.1% 67% 95.1%
Access o 5o% 1.2% 0 15% 0 23% 0 5.7% 98.1%
sewerage system

Waste water

treatment Y Y N Y N N N N Y

system
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Fig 2.4: Drainage problem in Janakpur and Siddharthanagar Source: DUDBC
Major Issues

» Households without private toilets, with problems acute in
Terai towns.

» Sewerage system is present in few towns, mostly combined
with surface drain.

» Waste water treatment plants are either not in place or not
functional; resulting in direct discharge of sewer to river.

« Lack of surface drainage in urban areas, existing are limited
to the core market area.

2.4.3 Solid Waste Management

Solid Waste Management (SWM) is a major challenge faced
by all urban areas of Nepal. The challenges are institutional,
financial as well as technical.

Waste as Source

The potential for using solid waste as a resource is high, as
66% of the waste generated is organic (ADB, 2013).
Composting of this waste can significantly reduce the cost
and environmental impacts of waste management.

The household waste composition survey revealed that more
than 25% of household waste and a much higher proportion
of institutional and commercial waste (excluding organic
waste) could be either reused or recycled (ADB, 2013).
There is a greater potential to reduce waste at source in the
municipalities.

Collection

In 2012 the average municipal solid waste generation in 58
municipalities was 0.317 kg per capita per day. Thisis 1,435
tons per day or 524,000 tons per year of municipal solid
waste generation in Nepal. In terms of accessibility, 42.7 %of
urban household have access to garbage disposal system,
which drops to 19.4% in Urban Tarai areas and plummets to
0.6% in the poorest quintile (CBS, 2011). In terms of col-
lection efficiency, it ranges between 70% and 90% in major
towns and is below 50% in several smaller municipalities.
On average, the collection efficiency among the municipali-
ties is estimated to be 62% (ADB, 2013).

Box 2.1: Urban Solid Waste Generation

® Average Household Waste Generation Rate 0.16 kg/person/
day

® School Waste: 1.4 kg/school/day
® Office Waste: 2.5 kg/office/day
* Hotel/Restaurant Waste: 5.7 kg/hotel/day

® Shop Waste: 1.4 kg/shop/day
Source: (SWMTSC,2012)

a e -

Fig 2.5: Openly dumped solid waste in Nepalgunj . Source: DUDBC

Disposal

The collected waste is mostly dumped in crude form in open
spaces and dumping sites. Forty-five out of 58 municipalities
still dump their waste in open spaces that include river side
and roadside areas. Six municipalities ( Kathmandu, Pokhara,
Lalitpur, Dhankuta, Ghorahi and Tansen ) have constructed
sanitary landfill sites, and 5 (Ratnanagar, Madhyapur Thimi,
Itahari, Bhaktapur and Gorkha) are practicing controlled
waste dumping. Site for construction of treatment facilities
and sanitary landfills are yet to be identified by many
municipalities, and 14 municipalities have no landfill site
planned to date. Open dumping, which includes riverside
and roadside dumping, is practiced by 45 municipalities
(ADB, 2013).



Table 2.5 Solid waste collection in selected municipalities by population size

Less than 50,000 Pop (Small)

50-100,000 Pop (Medium)

More than 100,000 Pop (Large)

Indicators Dhulikhel Ratnanagar Lahan Hetauda
(838 : :Sc\é\{gste 45% 62.5% 26% 40.9%
ETE 0 ° ° °
Municipal Y Y Y Y

waste section

Triyuga Nepalgunj Dharan Bhimdatta Ktm
N/A 39.7% 25.6% 5.1% 90.5%

0 0 0 0 1

0 Y Y N/A Y

Solid waste collection rate varies significantly among municipalities. Some do not even have municipal waste management

section.
Financing

All municipalities are involved in managing solid waste on a
daily basis, although their level of involvement and their
institutional capacity vary significantly. Well-established
municipalities such as Kathmandu, Lalitpur and Bhaktapur
have separate sections dealing with waste management and
have invested substantial resources in SWM, while smaller
and newer municipalities such as Madhyapur Thimi and
Kirtipur have very limited operations and until recently they
did not have any unit within their organization to deal with
SWM. Kathmandu Metropolitan City and Bhaktapur
Municipality spend about Rs 200 per resident per year for
SWM services but smaller municipalities such as Madhyapur
Thimi and Kirtipur spend less than Rs. 10 per resident per
year on SWM. Kathmandu and Bhaktapur collect more than
75 percent of the waste generated in their cities, while
Madhyapur Thimi and Kirtipur collect less than 40 percent.

In general, about 10% of the total municipal budget is spent
on SWM. “The municipalities spend nearly 60-70% of the
total SWM budget on collection and street sweeping, 20—
30% on transport, and the rest on final disposal. These
figures show the need for reducing collection and street
sweeping costs through more efficient management, and
allocating more for safe and effective final disposal” (ADB,
2013).

Institution

Although SWM is a very important service that requires
substantial human and financial resources, many
municipalities are not able to provide adequate resources
due to financial constraints. Furthermore, often due to
technical and managerial limitations, the available resources
are not efficiently utilized. Many municipalities still lack SWM
Section. Of the 58 municipalities 17 do not have
designatedsection to look after SWM (ADB, 2013).

At the Ministry level, the task of SWM falls under Ministry of
Urban Development, however the governing body that is the
council is under the Ministry of Federal Affairs and Local
Development. There are training programs for SWM staffs in
less than 50% municipalities. Among these only 7%
municipalities provide regular capacity building training to
their SWM staffs, and 75% do so occasionally. Only 55% of
municipalities reported that they have annual plan for
SWM.Only 33% and 38% municipalities have formulated
short-term and mid-term/periodic plan for MSWM (ADB,
2013).

Initiatives

Some municipalities have introduced innovative approaches
(private sector participation in Biratnagar, household recycling
in Hetauda and composting in Bhaktapur). In Kathmandu
Valley as well several good initiatives such as door-to-door
collection through community organizations has been
introduced. The challenge is to sustainably replicate these
best practices, build institutional capacity and develop simple
and cost effective systems to ensure that SWM systems are
financially sustainable.

Policy Context

The main legislation under which municipalities function is
the Local Self-Governance Act, 2055 BS (1998) &
Regulations, 2056 BS (1999). Solid waste management
specifically is governed by the Solid Waste Management Act
2068 (2011) which seeks to arrange for the systematic and
effective management of solid waste by minimizing the solid
waste at source and reusing, processing or proper disposing
of the solid waste with the objective of minimizing the adverse
effects of solid waste on public health and environment.
The act mandates the local body for constructing landfill
sites, monitoring the compliance of specified standards and
carrying out environmental protection activities.
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According to the Local Self-Governance Act and its
regulations, municipalities can however develop by-laws to
suit their needs. Four municipalities have developed
Municipal by-laws and two municipalities (Dharan and Itahari)
have developed separate guidelines for waste management.
The guidelines describe the municipal waste management
strategy, clarify responsibilities and list fines to be collected
for various types of wrongful acts.

Issues and Opportunities

A comprehensive assessment of the state of solid waste
management in urban areas (ADB 2013) reveals the following
issues and opportunities:

® Policies, strategies to guide local bodies for effective SWM,
and technical guidelines on issues such as organic
composting and landfill operations.

Box 2.2: Urban Development Projects

Map 2.3 lllustrates projects implemented at municipality
level to improve environment and living condition of the
urban centres. These projects are completely or partially
funded by the donor agencies like ADB and World Bank in
the form of grants and loans. The map shows concentration

MAP 2.3 LOCATION OF URBAN DEVELOPMENT PROJECT
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* Promote reduce, reuse, recycle, refuse.

e Strengthen institutional and technical capacity of local
bodies.

® Enhance public awareness, participation, consultation
and consensus building.

® Cost recovery of SWM through improved level of services.

® Seek integrated solid waste management and stop open
dumping and burning.

® Seek public-private partnership, and

® Focus on management, monitoring, updates and
dissemination of basic data.

of projects in the Central, Western and Eastern development
regions. Mid-western region has only one project implemented
under ADB grant, which is in Nepalgunj municipality while
Far-western region is still void of any urban development
projects.
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Box 2.3: Large Scale Infrastructures

The map identifies projects that influence regional and local
development of the areas in its vicinity. It comprises of Special
Economic Zones (SEZ) (7), Inland Clearance Depots (ICD)
(4), Integrated Check Posts (ICP) (4), Regional International
Airports (4), Melamchi Water Supply Projects and major
hydropower projects.

SEZ refers to the commercial areas specially established for
the promotion of foreign trade. Moreover, SEZs are specifically
delineated enclaves treated as foreign territory for the purpose
of industrial, service and trade operations, with relaxation
incustoms duties and a more liberal regime in respect to
levies, foreign investments and other transactions. Feasibility
study of 7 out of 13 proposed SEZ locations have been
completed,of which Bhairahawa and Simara are in
construction phase. Most of the indentified SEZs are located
at the proximity of the major urban areas along Nepal-India
border. With SEZ in place, it is meant to attract private sector
investment in industrial and business sector, which will

contribute to increased promotion of export. Likewise,
Nepallntermodal Transport Development Broad has
operationalized four ICDs in Birgunj (rail based), Bhairahawa,
Biratnagar and Kakadvitta (road based). It aims to reduce
transport cost, increase competitiveness in imports and exports
through reduced overhead costs and open opportunities to
private sector operators.

Similarly, there are four ICPs identified along Nepal-India
border at Birgunj, Biratnagar, Bhairahawa and Nepalgunj.
Also, four regional international airports have been proposed
in the Central and Western region, of which Pokhara,
Bharahawa and Nijgadh are in the process of being
materialized.The concentration of these existing and proposed
infrastructures in the Central and Western development
regions depicts possible future urban growth in the regions.
It is quite evident that the Far and Mid Western Regions
require more investments in future for balanced growth as
envisaged by NUP.

MAP 2.4 LOCATION OF LARGE INFRASTRUCTURES PROJECT
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2.4.4 Housing
Ownership

The ownership of housing units has been broadly classified
into four types: owned, rented, rent free and others based
on NLSS 2010/11. The housing occupancy status in 2010/
11 shows that nearly 90 percent of households reside in
their own house. However, only 69 percent reside in their
own house in urban areas, a decline of 3 percent from 2003/
04. The situation in Kathmandu valley shows that there has
been 14 percent decline in owner households between 2003/
04 and 2010/11. Rental households meanwhile have
increased by 15% (Table 2.6 )

According to the National Housing Plan 2013/14 out of the
10.45 lakh households in urban areas only 56.8% had own
houses and 40.2% of housing units were rented.

Dwelling Size

According to NLSS 2010/11 average dwelling size in urban
area has decreased from 584 sq ft to 571 sq ft since 2003/
04. In case of Kathmandu Valley it has decreased from 589
to 555 sq ft. Average dwelling size in Kathmandu Valley is
slightly lower than that of other urban areas. However, the
average area of housing plot has increased from 1162 sq ft
to 1224 sq ft in case of Kathmandu Valley. (Table 2.8)

Demand

As per National Shelter Plan 2013/14, the projected number
of housing units required in urban area is around 1,364,000
with around 900,000 new construction required by 2023.
(Table 2.9)

Housing Trend

In the last one and a half decade the private sector has
emerged as an active player in the urban housing. Around
62 housing projects (Group Housing and Apartments) with
6113 housing units are being implemented within
Kathmandu Valley since 2012. The involvement of private
sector in housing in other urban areas remains limited.
(MoUD, 2013).

Land Servicing and Development

Shelter situation is selected municipalities shows that large
municipalities such as Dharan and Bhimdatta, and small
municipalities like Lahan have a high proportion of population
in squatter settlements.

Land pooling has flourished as an efficient tool for land
development in the last one and half decade . However, it
has not been able to fulfill the demand of the housing plots
in the urban areas. Twelve land pooling projects have been
implemented within Kathmandu valley with 5,098 ropanies
of land generating 12,160 housing plots. Ongoing 11
projects involves 7,961 ropanis of land to manage additional
10,000 housing plots. Apart from Kathamandu Valley, land
pooling projects are ongoing in Nepalgunj, Bharatpur,
Dharan, Kamalamai, Dhulikhel, etc. (MoUD, 2013)

Table 2.6 Table Distribution of Households by Occupancy Status

2010/11 2003/04
Rent
Owner Renter  Rent free Other Owner Renter ; Other
ree
Nepal 89.7% 7.8% 2.2% 0.3% 91.6% 5.4% 2.5% 0.5%
Urban 69.2% 26.5% 3.9% 0.4% 72.0% 23.5% 3.8% 0.7%
Urban Kathmandu Valley 48.1% 48.5% 2.9% 0.5% 62.5% 33.1% 3.0% 1.4%
Urban Others Hills 77 3% 17.9% 4.0% 0.8%
77.2% 18.2% 4.3% 0.4%
Urban- Terai 80.7% 14.6% 4.7% 0.1%
. . i Source: (CBS, 2004) (CBS, 2011)
Table 2.7 Ownership of Housing Units, 2013/14
Ownership
Households —
Own Rented Institutional Other
Nepal 54,23,297 85.3 12.8 0.6 1.3
Urban 10,45,575 56.8 40.2 1.7 1.3
Rural 43,77,722 92.1 6.3 0.4 1.3




Table 2.8 Average number of rooms and average size of Dwelling

2010/11 200304
Average Average size Average area Awerage Awerage size
Number of of dwelling  of housing plot Number of  of dwelling hAv?r:ge Iaotre? O:t)
rooms (sqft) (sqft) rooms (sqft) uSINg plct {5

Nepal 46 605 1625.4 37 531 1473
Urban 5 571 1472 45 584 1448
Urban Kathmandu Valley 48 555 1224 48 589 1162
Urban Other Hills 5.3 558 1627

43 581 1606
Urban Tarai 5 589 1572

Box 2.4: Land Pooling Projects

Land pooling is a participatory planning model executed
with the participation of the consumers and with technical
assistance from the government and other related agencies.
The concept of land pooling can be explained by two key
words: unification and partnership. Unification indicates
the consolidation of undeveloped or underdeveloped land
parcels of irregular size and shape, to provide sub divided
regular parcels with access, services and amenities, which is
done through proportionate land contribution from each
landowner of the project area. Partnership indicates the
partnership between government, private and community for
urban land development (Oli, 2005). As a guideline, land
pooling allocates around 22 % of the total land for road and
5 % as open space (Dhakal, 2012).

Table 2.9 Required Housing Unit by 2023

This technique helps to improve quality of life with well
serviced housing plots and increased land value. It promotes
self financing mechanism, where the users pay for
development; it helps in community mobilization for local
development thus resulting in community empowerment; saves
the investment of government; and as a vital output it
contributes in improving the environment of the area with
development of planned communities.

There are 23 land pooling projects (12 completed and 11
under construction) within Kathmandu Valley.(MoUD, 2013).
The land pooling projects has been carried out in other part
of the country as well.

Description Total In Urban Area
Total number of shelter required 2,000,000 1,300,000
o - : . . :
30% is achieved by constructing additional floor or rooms in case of 500,000 400,000
urban area
New construction required 1,500,000 900,000

Table 2.10 Shelter situation in selected Municipalities by Population Size

Less than 50,000 Pop (Small)

50-100,000 Pop (Medium)

More than 100,000 Pop (Large)

Indicators Dhulikhel  Ratnanagar Lahan Hetauda Triyuga Nepalgunj Dharan Bhimdatta Ktm
Access tg) 2 5%
shelter (%
L (temporary 5.3% 26.8% 1.6% N/A 2.2% 18% 13.4% 2.3%
living in

str )
squatter)
Ownership of
hoo use 63.7 % 78% 83% 63.5% 83.9% 61.5% 55% 83.8% 32.4%
(%living in
own house)
RCC
structure 42 6% 38% 14% 62.7% 18% 80.4% 49.2% 60.1% 80.6%
(roof)

Source: (CBS, 2004) (CBS, 2011)
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Squatter Settlements

It is estimated that about 10% of urban population comprises
of squatters. A 2012 survey in Kathmandu revealed that
there were 29 riverside squatter settlements with 2031
households. Seventeen settlements in other locations had
467 households. Squatter settlements encroaching riversides,
roadsides and public open space is already a serious problem
in many urban areas including Dharan, Birganj, Bharatpur,
Pokhara.

Major Issues and Opportunities

* Need for increasing urban densities for better service
provision and efficiency

® Increasing the supply of rental housing units for different
economic classes

* Review of existing legal provisions, regulations and
standards for group housing and apartments

¢ |dentification of buildable land in urban areas and
encouragement for eventual development

® Increasing trends of squatter settlements in urban areas
2.4.5. Urban Transport

The national road network is mainly classified into two
categories- Strategic Road Network (SRN) and Local Road
Network (LRN). The SRN are the main national arteries
providing inter-regional connections and links to regional
and district headquarters, international borders, key economic
centers, touristic centers and the major urban roads. It
constitutes around 20% of total national road network (Map
2.5)

Road Density

As of 2011, total SRN consist of 21 National Highways and
208 Feeder roads totaling 11636 km, and LRN is 50943
km. Hence, total road density of SRN is 7.90km/100 sq km
and that of all roads is 42.51 km/100 sq km. Similarly, the
total population served by SRN is 2,288 population/km and
that of total roads (SRN and LRN) is 425 persons/km as of
2011. The road length, road density and population
influenced in urban area in five development region is shown
in (Table 2.11)

Road Coverage

Even though Kathmandu has a relatively high road density,
the road covers only 7.72% of total municipal area which is
quite low. The percent of urban area covered by roads in
other megacities in the world vary from 7% to 25%. Setting
up of standards and planning for roads as the city expands

is therefore of critical importance. Established cities with
road space below 10 % cannot aspire to reach 25%. Road
space of 12% to 13% is just good enough to serve basic
mobility with some degree of congestions (Morichi and
Acharya, 2013). In land pooled sites such as Gongabu and
Saibu the road coverage is 17.5% and 22.8% respectively.

Road density is quite low in many municipalities irrespective
of size. Less than a third of municipal road are blacktopped,
and very few municipalities have intra-city bus service.

Vehicle Registration

The total number of vehicles registered in FY 2013/14 in
the country is 1,98,343 out which of two wheelers comprise
about 82.7 %, light vehicles such as car, jeep and pickup
8.6%, and the public utility vehicles such as bus, mini bus
and microbus share 2.2%. Annex 24.a (DoTMa, 2014). The
vehicle composition of Kathmandu valley also shows the
similar picture. Around 75% of vehicles registered in Bagmati
Zone are assumed to be operating within the Valley. In case
of Bagmati zone, 79.8% of vehicles registered are motorcycle
(DoTM, 2014). However, the modal split travel share in
Kathmandu is 26% by motorcycle, 28% by bus, 41% by
walk, 4% by car and 1 % by bicycle (KSUTP, 2010).

Fig 2. Traffic Jam in Kathmandu
Table 2.11 Road length and road density in urban area by

Development Regions
Total

Road Population
L. Road .
Descrip tion Density, Influenced
Length,
km/ sq km per km road
km
Urban EDR 2,601 2.866 319.06
Urban CDR 3,555 4.39 639.31
Urban WDR 2,367 4.115 323.15
Urban MWDR 1,007 2.674 320.18
Urban FWDR 1,157 1.892 288.49

Source:( DoR 2011)
The average road density of all urban areas in Nepal is 3.26

km/sq km which basically show the rural extent of most
municipalities. Kathmandu Municipality has the highest
density of 19.15km/sq km.
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Table 2.12 Road and transportation characteristics in selected Municipalities by Population Size

Less than 50,000 Pop (Small)

50-100,000 Pop (Medium)

More than 100,000 Pop (Large)

Indicators Dhulikhel Ratnanagar Lahan Hetauda
Road density
(km/sg.km.

of buildable
area)

% of black
topped road
to total road
length

Intra City N N/A N N
Bus Service

Bus Park Y Y Y Y

6.1 13.67 5.20 4.52

11% 33% 17% 35%

Triyuga Nepalgunj Dharan Bhimdatta Kathmandu

2.13 10.60 8.6 1.5 19.7

12% 23% 38.4% 9% 70.1%

N N N/A N Y

N/A Y Y Y Y

Road Safety

The national statistics on road accidents shows that the
number of traffic accidents in the fiscal year 2012-13 was
13,582 (Traffic Directorate, Nepal Police, 2013). This has
resulted in 1816 number of fatalities, 3986 serious injuries
and 8000 slight injuries, although the fatality ratio show a
decline to 11.75 from 17.08 per 10,000 vehicles in 2009-
10 (Annex 24.b). About half of all the road traffic accidents
nationwide occur in the Kathmandu Valley alone. Among
other things, lagging pedestrian friendly features, non-

compliance of traffic rules, unruly driving behavior, poor road
and vehicular conditions, and lack of traffic infrastructures
such as street lights, traffic signals and signage are the
factors behind the road traffic accidents. The recent study
(Nepal Road Safety Action Plan 2013-2020, MoPIT, 2013)
indicates that estimated economic loss from the road accidents
in Nepal is at least NRs 2.7 billion (USD 41.2 million) annually
or 0.4 % of GNP at 2007 price. When under-reported
accidents are accounted, the adjusted economic loss stands
at 0.8 % of GNP annually.

(2]
c
=
=
©
c
o
(&)
e
c
(<
E
Q.
=
()
>
[
()]
c
©
0
[
>
oo
c
=
a0
x
Ll




)
c
=
=
o
c
o
o
)
c
@
S
a
o
o
>
o
()]
c
©
e
S
>
Qo
c
=
12
>
Ll

Freight Movements

The freight movements especially to and from the large urban
region such as the Kathmandu Valley is significant. As for
the Valley, most freight is carried by large trucks via
Nagdhunga Entry Point in the West. Average number of trucks
and tankers that entered into the Valley daily from Nagdhunga
during the month of Mangasir 2071 (Nov-Dec 2014) was
592 and 59 respectively, while 605 trucks and 137 tankers
left the Valley daily (Annex 24.c). In addition, 641 buses
entered, while 665 buses left the Valley daily from Nagdhunga.
In comparison, freight movement from the Bhaktapur Entry
Point in the East is small. Average number of trucks and
tankers that entered into the Valley daily from Bhaktapur
was just 41 and 13 respectively, while those leaving were 39
and 11 respectively. In addition, 435 buses are found to
enter, compared to 440 buses that were leaving Bhaktapur
Entry Point daily. At present, most of these freight vehicles
and buses are found to be parked in the public land
illegally.Goods on the other hand are stored in the residential
buildings in the scattered manner rather than in proper
warehouses

Major Issues:

e Road density and standards: More than 30 km per square
km road networks is generally sought in order to have
reasonable accessibility to every parts of the town. Kathmandu
Metropolitan City has still about 20 km per square km of
road network only. Similarly, the road network in terms of the
number of users also has the significance in measuring the
level of adequacy. More than 15 km per thousand road users
is considered as a desirable standard. Planning of urban
roads with these standards in mind particularly in new and
growing urban areas is needed.

e Maintenance of urban transport infrastructure: The
maintenance of urban roads has always been a major issue in
urban management. The municipality generally does not have
adequate fund to regularly maintain the roads or ensure proper
drainage. The poor construction quality also has significant
bearing on the increased road maintenance requirement.

e Share of public transport: Public transport accounts only
28% in case of Kathmandu Metropolitan City. The vehicle
registration shows a high percentage of two wheelers about
82.7% in the country. It is desirable to increase the share of
public transport to reduce traffic congestion and pollution
and to discourage the use of private vehicles particularly to
the central business areas.

® Road Safety and freight movements: Increasing road traffic
accidents have become a serious concern. Inadequate
pedestrian safety features including its design, standards,
quality and enforcement remain a critical issue. Similarly,
rising freight movement and its detrimental impact on urban
air quality while necessitating increased parking facilities and
warehouses need attention.

o Walkability: Better and safer facilities and possibilities
should be provisioned for walking and cycling. Walkability
is particularly important for the city centres. It is emerging
as a major issue in historic urban areas such as Kathmandu,
as much of the circulation space is taken over by vehicular
roads and road widening often takes place at the cost of
adequate provision for footpaths.

e Inter — urban Connectivity: Quality of inter-urban
connectivity not yet defined.

2.4.6 Urban Energy
National Scene

Of the total national energy consumption, 90% is consumed
in residential sector, 4% in industrial and transport sector
separately, 1% in Commercial and Agriculture sector
separately. Total energy consumption of the nation in terms
of oil equivalent was 10155 tons of oil in 2010/11, which
increased by 2.8% from the 9876 tons in 2009/10.

Consumption by Fuel Type

Based on fuel type, traditional fuel wood still accounts for
71.1% of the total energy consumed, Grid electricity
contributes 2.8% and Alternative energy supplies 1.2% of
the total energy consumption. Rest is supplied by Coal and

Petroleum products.

80 = Industry

70 = Buildings

Transpert
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Fig 2.7: Energy Consumption in Urban Areas Source: UNHABITAT, 2008

The UNHABITAT data shows that in Kathmandu,
transportation sector consumes the major portion of the total
commercial energy, which is followed by building and then
industry sectors. In case of rapidly developing countries,
the share of Industry sector is higher than the other two
sectors.

Petroleum Consumption by Sectors

Of the total imported fuel, 63.2% is consumed in
transportation sector, while residential sector consumes
16.6%, followed by agriculture at 10.5%. Hydropower
utilization is currently less than 1% of the proven potential.



Consumption of Electricity

Of the total electricity produced, 42.5 % is consumed by
the residential sector, and industrial sector consumes 37.7%
(MoF, 2012). A major portion of residential energy is consumed
in urban areas. Per capita electricity consumption in Nepal
in 2010 was 90 KWh, compared to 566 KWh in India and
719 KWh for Asia.

Kathmandu valley alone consumes 29.23% (or over 200 MW)
of the total electricity distributed by NEA (NRB, 2012). The
share of Kathmandu Municipality is 76.01%.

Power Demand Forecast

The demand for electricity is highest in urban areas and
industrial corridors. The demand for electricity increases at
a rate of approximately 9% per year, according to Nepal
Electricity Authority (NEA). However, the urban and
industrialized areas account for the bulk of electricity
demand.|f urban areas are the engines of growth, electricity
is the fuel. For example, Singapore with similar size as of
Kathmandu and population of 5.3 million, consumes 41.2
billion KWh electricity per year, which in case of Kathmandu
with population of 2.9 million is 1.16 billion KWh.

—+— Pezak Demand

1200 (W)
1000 BB5.28 945.10 1026
-— <
800
705.57
600 58935 £97.85
400
200
a
2010 2011 2012

Fig 2.8 : Electricity Supply and Demand in Nepal (MOF, 2012)

Planning Considerations:

e Urban locations as important considerations for hydro-
power generation (resilient cities)

e Planning considerations (such as land for installing
transmission plants, buffer areas between power lines and
residential areas) for energy infrastructure

e Energy conservation considerations (promotion of self-
sustaining passive buildings, alternative, mainly solar energy.)

e Land use as a medium to reduce energy consumption
through denser mixed-use settlements, new technologies and
improvement of transportation system.

e Considerations of urban transportation based on alternate
energy

2.5 Urban Environment

2.5.1 Physical Environment
2.5.1.1 Safety and Resilience

Resilience is the capacity of urban areas and systems to
tolerate, cope and withstand natural, social, economic and
technical shocks and rebuild.

A resilient city is adaptable, diverse with the capacity to
anticipate and plan for future vulnerabilities. Resilience
involves planning and designing strategies and institutions
to meet the challenges of the future.

The concept of resiliency in Nepal is limited to natural disaster
management frameworks and policies. The concept is still to
be integrated in the urban planning process.

Physical

‘ Masonry Training ‘

Building Code:
12 out of 58 municipalities have
enforced National Building Code

Out of 806 wards in 58
municipalities 403 (50%) are Social
Mobilized Municipal Wards with
citizen committees.

Building code in other municipalities & VDC

Resilience

Social capital at community level

Disaster management componentin
period plan since 2009 only.

Households
el Ratnanagar
& Non-Poor
o Vulnerable Group
N Poor
| Extremely Poor
[ [

Emerging poverty pattern

5 out of 58 municipalities with
Earthquake Risk Reduction Program.

4 out of 58 municipalities have Risk
Hazard Maps.

Post-disaster plans

Fig 2.9 : Vulnerability and Resilience
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There are, however, a number of existing policies, acts,
regulations, standards that have a bearing on urban
resilience. These include:

e Town Development Act, 1988 and Regulations, 2004
 National Shelter Policy, 1997 (revised on 2011);

e Building Act, 1998 and Regulation, 2009, which is the
legal basis for enforcing NBC and regulate building
construction,

» National Urban Policy, 2007, which seeks DRM Plan for
all local bodies and inter-alia community mobilization
for its implementation

e Guideline for Urban Environment Management, 2010

* Local Self Governance Act, 1998, which mandates local
bodies to implement DRM activities, ¢ Apartment Act,
1997 and Regulation, 2003;

» Development Manual, 1998;

e Planning Norms and Standards (Infrastructure), 2012;
» Road and Drainage Standards, 2011;

» GESI Guidelines, 2013;

e Urban Drinking Water Supply and Sanitation, 2009;

» Solid Waste Management Act and Regulation, 2011 etc.

These provisions have to be integrated into a comprehensive
urban resiliency plan and strategy. There is also a need to
revisit the approach to disaster management in Nepal from
the perspective of resilience.

In general the four basic elements of resiliency are:

Physical Status: It deals with physical planning such
as building codes, land use zoning, etc. based on hazard
maps and geological feature of the area to minimize the
effects of natural disasters.

Social Status: Social capital of the community, which
has direct implication on their preparedness to and response
during disasters, is a critical factor of vulnerability.

Economic Status: Vulnerability is directly proportional
to levels of poverty. The economic condition of people is
also critical in determining their vulnerability.

Institutional Status: The strength of local and national
governments, and institutions both in the government and
non-government sectors to plan, prepare, respond and
recover from the disaster is vital in reducing vulnerability of
the people.

Existing Situation

Physical Status: out of 58 municipalities, only 12 have
been able to enforce building code for construction work

within the municipality boundary. The municipalities also
conduct training programs for engineers, masons, small-
contractors. The issue is to strictly implement National
Building Code in all municipalities, including VDCs that are
rapidly urbanizing. There is no land use zoning enforced in
municipalities. The existing assessment and preparedness
efforts have been concentrated basically on earthquake, while
other but more potential disasters, like flooding, land
subsidence and slides as well as the much broader issue of
climate change remain to be addressed.

Social Status: At present, out of 806 wards in 58
municipalities, 403 have Ward Citizen Forum, which is a
group with legal status, whose members are the local people
residing in the particular ward. These forums remain for the
most part inactive. While there is the scope for preparing
targeted community based disaster management plans for
both pre and post disaster situations, no such efforts have
been undertaken in earnest.

Economic Status: Based on the data of CBS (2012),
the percent of people below the poverty line in the urban
areas of Nepal increased from 9.55 in 2004/05 to 15.46 in
2010/11. The rise of poverty in urban area is an indicator of
decrease in resiliency of urban population to disasters. A
survey in Ratnanagar Municipality in Chitwan elucidated that
while 27% are below poverty level; nearly 41 percent of the
population are vulnerable and can easily be pushed into
poverty. This shows low level of resiliency in majority of
population with weak economic status in many urban areas
in Nepal.

Institutional Status: Disaster Management component
has been included in the periodic plan of municipalities
since 2009 AD. The Earthquake Vulnerability Maps have
been prepared for 5 municipalities by Earthquake Risk
Reduction and Recovery Preparedness Program for Nepal.
Further, Risk Hazard Maps have been prepared for 4
municipalities as of 2011/12. This shows that the lack of
preparation to deal disasters. Even in cases where the maps
have been prepared there is no readiness in the application
of the plans and maps for reducing risk to the people. Most
of the municipalities do not have a disaster management
section within their institutional framework.

Related Issues:

® Even though DRM has been incorporated in Periodic
Plans of the municipalities, the support system is inadequate
and the internalization of Disaster Risk management activities
in municipal planning is quite slow.

®* DRM framework lags the linkage with other sectors and
the relationship between mapping, planning, land use and
building code is not established prominently. There is no
national seismic standard for lifeline facilities such as bridges,
water supply etc.



® Rapid depletion of open spaces in urban area with urban
expansion in marginal lands such as steep slopes, flood plains
and other hazardous areas has increased vulnerability of the
people.

® The local governing bodies lack post disaster preparedness
plans, such as reconstruction and debris management, which
is critical for speedy recovery to the society from a disaster.

* Local level efforts in disaster preparedness and
management are not enough. To facilitate a coordinated
effort at the national level a National Disaster Risk
Management Authority may be needed.

® The Periodic Planning Guidelines should be updated
linking risk sensitivity with land use planning.

® QOperational Guidelines for code compliance and monitoring
of apartment, hospital, schools and other institutional
buildings need to be prepared and operationalised.

® A multi-hazard approach that deals with different types of
disasters through physical, social, economic and institutional
perspectives needs to be pursued

2.5.1.2 Urban Pollution

Urban development has meaning only when the urban envi-
ronment is healthy, i.e., free of pollutions of all kind. Urban
Environment Management Guideline (UEMG) categorizes
pollution as air, water, land, sound and visual. However,
these guidelines are still inactive amidst degrading urban
environment.

Existing condition
Air Pollution

The state of air pollution in urban areas, especially in major
cities provides cause for concern. Concentration of Total
Suspension Particulate (TSP) and Particulate matter less than
10 micrometer (PM1q), two major indicators of urban
pollution, is higher than the permissible standards in most
urban areas (CBS, 2013). According to WHO standards, the
level of TSP and PM1 for ambient air quality is up to 230
ug/m3 and 70 ug/m3 respectively. However, data show that
the level of TSP in Nepalgunj is 2222.5 ug/m3v followed by
Janakpur with 2019.5 ug/m3. For Biratnagar, it is 1024.3
ng/m3 and Pokhara is with 118.5 pg/m3. Similarly, the level
of PMqq for Janakpur is 1820.9 ug/m3, for Biratnagar is
961.4 ug/m3 and Pokhara is 90.2 ug/m3 (Annex 4).The major
sources of TSP and PM1 ¢y are identified as vehicle exhaust,
road dust re-suspension and brick kiln factories. Situation
in medium and large Tarai municipalities seems worse.

Water Pollution

The major indicator of water pollution in urban areas is the
state of its rivers. Dissolved oxygen (DO) and BOD

(Biochemical oxygen demand) are the quantitative indicators,
while its color, smell and condition are the visual indicators.
According to WHO standards, the level of DO and pH should
be more than 5 mg/l and between 6.5 and 8.5 respectively.
Data shows that Mahakali River at Pancheswor has DO of 5
mg/l and pH of 8.8.Bagmati River in Kathmandu is
aggravated by nauseous smell and sludgy brown water. The
major causes of water pollution is direct disposal of household
sewerage pipeline to the river, dumping of solid waste in
the river banks, and disposal of hospital and industrial waste
without any detoxification treatments.

Land Pollution

Land pollution in urban areas is a result of un-systematic
dumping of solid waste in open spaces and river banks. As
only six out of 58 municipalities have sanitary landfill site,
dumping in available open spaces and river banks is sought
as alternatives.

Visual Pollution

Visual pollution in urban areas is caused by hoarding boards
and dangling wires, which is an eyesore. Huge advertisement
boards on the roof top of the houses, and dangling cluster
of wires along the streets not only hampers aesthetics of the
city but also pose danger to the people.

Major Issues

® Unchecked vehicle exhaustion level.

® Brick kilns and other industries in/around urban areas.
® Direct disposal of sewerage pipeline into the rivers.

® Direct disposal of hospital and industrial waste in the
river.

® Haphazard disposal of solid waste along roads, river banks
and open space.

* Management of electric, telephone and cable wires
» Coordination of concerned agencies and municipalities
2.5.2 Natural Environment

The sustainability of urban environment depends on the
extent to which elements of the natural environment such
as greenery, agriculture and forestry are promoted and
planned within the cities so that water and energy footprint
is reduced, pollution and its health effects are minimized,
there is a respect for the social scale, and the diseconomies
of scale are kept within manageable limits.

Unfortunately, urban development in Nepal has played havoc
with the natural environment, and urban planning and
management has largely ignored the historical experience
of agropolitan cities where natural environment was very
much a part of the urban scheme of things.
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2.5.2.1 Urban Agriculture

Urban agriculture has not been regarded as a legitimate
concern of urban planning in Nepal but this field has been
gaining increasing attention in both developed and
developing countries in recent decades (Mougeot, 2005,
Gupta et. al., 2014). Urban and peri-urban agriculture
(UPA) is seen as an element of ecologically sustainable
urbanization as food security is increasingly recognized as
a concern in urban planning. Urbanization is leading to
loss of cropped area and the need for importing food to
urban areas from outside. Promotion of urban and peri-
urban agriculture can ensure some degree of food security;
reduce transport costs of food imports and hence the food
price; help convert urban waste into resource for food
production; provide livelihood for the urban poor; lead to
savings in land, energy and water resources; better public
health due to greenery, and help improve land and urban
management. Urban and peri-urban agriculture can be
promoted in rooftops, vacant lots, peripheral areas of public
buildings, parks, garbage landfills, etc. Peri-urban
agriculture has been a major provider of vegetable and
horticultural products in major urban regions in the United
States as well as China.

Existing Situation

Agriculture provides direct and indirect employment to
32.2% of total employed economically active population in
the urban areas in Nepal. The importance of agriculture in
urban areas can be reckoned by the fact that in 2001
agriculture was the major occupation of 46% of urban
population in the hills and mountains, 38% in the Inner
Tarai urban areas, 29% in the Tarai and 13% in the
Kathmandu valley.

The early urban growth of Kathmandu was based on its
agricultural surplus, and the agricultural potential remains
considerable even today. Kathmandu Valley, one of the most
urbanized regions in Nepal, produces 4.6% of the total
vegetables and 3.5% of total potato produced in the country
(MoA, 2012). Also, the valley contributes 1.9% of national
paddy, 3.3% of maize, 2.3% of wheat and 4.5% of total
national soybean production. In 2001, 17% of the
municipalities including Kathmandu were food deficit areas.
Agriculture land in urban areas is decreasing at an alarming
rate. The agricultural area in the Kathmandu valley is
reported to have declined from 58.4% to 47.4% between
1990 and 2012, i.e., an average loss of 0.5% or 400 ha in
terms of area of the valley annually (Genesis, 2013).

Based on the NLSS 2011 data, agricultural land
fragmentation is evident in urban areas where the percent

of agricultural households with less than 0.1 ha make up
nearly a quarter of such households. Moreover, agricultural
land in peri-urban areas are converted into buildable plots,
leading to urban sprawl and loss of agricultural land that
can fulfill food requirements of the city.

Major Issues

® Policies supporting urban and peri-urban agriculture and
institutions to promote such developments.

® Land encroachment along the rivers and public open
space by informal settlements.

® |ntegration of urban agriculture into urban land use
planning and management concepts (green areas and green
building codes, urban agriculture land banking, etc.).

® Partnership between local/regional governments and the
private sector, citizen’s forum, etc. for promotion of UPA.

® Support services for possible agriculture crops, information
system, markets to facilitate urban agriculture.

®* Promote UPA in urban fringe areas associated with
recycling city waste, flood control, and delimitation of city
boundaries.

2.5.2.2 Urban Forest

Urban forest has not been adequately integrated into the
urban land use and planning process in Nepal. Urban forests
provide greenery, reduce pollution and balance CO2 level,
help control erosion, moderate temperature, preserve natural
diversity, add to beautification and aesthetics of the city,
provide open and social recreational space for public, add

value to the place and attract tourists. (Sharma, 2013).
Existing Situation

In hill and Tarai municipalities, forests cover an average of
22% and 17% of total municipal area. Similarly, it covers
30% of total municipal area in mountain region. In case of
Kathmandu and Pokhara valley, the coverage is 3% and 10%
respectively.

Urban forests and greenery, however, have to be important
elements of each individual urban area. Studies on urban
forest of Pokhara and Bharatpur show an estimated 285,500
and 213,250 trees respectively. (D & B, 2011) The most
common species are the religious tree species-Ficus
bengalensis and Ficus religiosa but they are hazardous.
People’s preference was for small, less branchy and attractive
species. Urban greenery and forestry requires coordination
between municipal authorities and other related organizations
Most municipalities do not have any specific plans, programs



and activities to address the issue of urban forests in spite
of the fact that people’s perception on urban forestry as a
way of improving urban environment is encouraging (D & B,
2011).

Major Issues

¢ Lack of urban forest management policy and regulations.
Major policies of forest conservation are focused on rural
areas.

¢ An integrated approach is lacking to promote and support
urban forest promotion and conservation programs.

e Haphazard urban growth, encroachment of land and lack
of enforcement of land use policies is an impediment in the
process.

¢ Role of the municipalities in promotion and preservation of
urban forest not well clarified.

e Lack of mechanisms and incentives to encourage people
to plant trees in private land.

2.5.3 Social Environment
2.5.3.1 Urban Amenities: Open Spaces

Open spaces and parks in urban areas serve three major
purposes — they are the lungs of the city and provide breathing
spaces, they improve the physical, social and psychological
health of the city as they enhance not only the city’s aesthetics
and beauty but provide spaces for social interaction and
recreation and contribute to the livability of a city, and they
also serve critical purposes of evacuation during disasters
particularly during earthquakes. Parks and open spaces are
integral components of the urban landscape, and the larger
the proportion of parks and open spaces the better the
prospects of a city. Equitable access to open spaces by all
must be the prime guiding principle in urban planning.
Indeed, the form of the urban landscape must evolve from
this concern. However, in Nepal the issues of open spaces
in urban areas has largely remained ignored in both in the
policy discourse as well as the practice of urban development.

Existing Situation

The proportion of open space in major municipalities shows
a bleak picture. In Kathmandu and Lalitpur 0.48% and
0.06% of municipal area can be categorized as open space.
The situation is similar in Terai municipalities. Area under
open space is clearly insignificant and needs priority attention.

Box 2.5: Open Spaces- Definition

Open spaces as understood as parks and gardens at the
neighborhood scale that have dual role of social and
environmental purposes. They are basically un-built land at
city and ward level that provides breathing space through
the presence of nature within the concrete jungle. However,
these parks and gardens themselves can be a combination
of green and grey space that have specific design components
to cater multiple functions for different age groups. These
spaces need to be at a walkable distance from the
neighborhood and of adequate size depending upon the
density and size of the neighborhood.

Their major function can be play area for children and adults.
It can serve as an area for relaxation and informal activities
with a level to reclusion, however with presence of formal or
informal supervision to maintain safety in the area. It can
cater to community functions or can be a place for learning.
Apart from physical activities, these areas should be designed
to encourage and maintain homogeneity in the community
through social interactions, hence increasing the quality of
life both physically and socially.

Table 2.13 %designated open space coverage in
municipalities

Municipality Areas Coverage (%)
Birgunj 0.33
Kathmandu 0.48
Lalitpur 0.06
Biratnagar 1.49

Source: Periodic Plans of Municipalities

In neighboring India, Delhi has 20 % of its area as open
space. Planned city of Chandigarh has 35%, and even
congested Mumbai has 2.5 % (Express, 2011). In
Kathmandu 0.48% of open space is insignificant to serve
the city.

WHO and FAO recommend a minimum availability of 9 meter?
per person of green open space for the city dweller. Based
on the Periodic Plan of the municipalities, in Kathmandu
the availability is 0.25 meter? per person and it is 4.34 meter?
per person in Dharan.

Existing Policies

In By-laws of Kathmandu Valley, community open space is
reserved as an integral part of any land measuring 0.25
hectare or more for the use of the community.

Existing by-laws have the following provision for community
open space for planned residential zone:

a. For 5 to10 ropanies 5% of total land area
b. For 10 to 25 ropanies 4% of total land area
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c. For 25 to 100 ropanies 3.5% of total land area
d. For >100 ropanies 2.5% of total land areas
(19.97 ropani = 1 hectare)

In terms of open spaces within the plots, the Building by-
laws for construction within municipalities and urbanizing
VDC of Kathmandu Valley (2008) makes the following
provision: Apartment plots need to provide 50% of its total
land as open space, of which 20% area is for open land
surface and 30% are other open spaces. In residential plots,
the ground coverage of the building ranges from 50 to 80%
depending upon the size of the plot and its location in the
prescribed zones. For institutional buildings, the ground
coverage of the building ranges from 40 to 50% depending
upon the type of institutions. The rest shall be allocated as
open space.The Planning Norms and Standards set by the
DUDBC (2013), suggests the minimum area of designated
open space to be 2.5% of the Sub-metro city area and 5%
of the Metro-city area in Sub-metropolitan and Metropolitan
cities respectively.

The land allocated for open spaces in the land pooling
projects in Kathmandu Valley is as follows:

Art and culture are also indicators of the well-being of the
society. The distinctiveness the civilization of the Kathmandu
valley is reflected in its culture, art, architecture and the
traditional organization and usage of space. Rapid
urbanization and urban sprawl, increasing migration,
increasing congestion and traffic within the city core, loss
of cultural symbolism and rising consumerism have all
contributed to the erosion of the values which led to the
unprecedented achievements of the Kathmandu valley.

While the heritage, art and architecture of older cities (such
as Kathmandu, Lalitpur, Bhaktapur, Janakpur etc) has to be
appreciated as integral part of urban development, the new
cities have to be facilitated to contribute to the development
of culture, art and architecture. Preservation of heritage sites,
promotion of museums, art galleries, theatres, music, cultural
events both traditional and modern are an integral part of
the development of cities.

Major Issues

® |ntegrate art, architecture and culture as a part of urban
development, in both existing and new urban areas.

Table 2.14 % of open space allocated in land pooling projects * Encroachment of heritage sites and historic monuments

. Total Open Space % of open
Sn. Project Land (ha) (ha) spaces
1 Gongabu 1433 0.72 5.0
2 Lubhu 13.5 0.58 4.3
3 Liwali 33.45 1.17 35
4 Sainbu 2458 3.18 12.9
5 Nayabazar 4425 1.6 3.6
6 Dallu 20 14 7.0

(Periodic Plans of the Municipalities)

Major Issues

® At the national level, there is no clear and unambiguous
policy regarding urban open spaces and parks. The existing
provisions are fragmented and embedded within other policies
and regulations.

*There is no inventory and monitoring of open space.
Encroachment of open spaces is a major issue. Decline in
open spaces in Kathmandu valley and other major cities owes
largely to unmonitored encroachment, a reflection of poor
governance.

® The types and hierarchies of open spaces within cities and
time distance with respect to residential areas are other critical
factors that should also be defined and designed to facilitate

the planning process.

2.5.3.2 Urban Art, Architecture and Culture

Cities through history have been the harbingers of civilization
and reflect the artistic and cultural achievements of its

citizens.

due to urban development projects and commercial complexes
road expansion and other infrastructure development projects.

* Weakening of institutions for the preservation of historic
tangible and intangible culture due to change in guthi system.

® Link economic incentives (such as tourism) with the
preservation of heritage and culture in urban areas.

® Support innovation of art, architecture and culture in new
urban areas.

2.5.3.3 Community Organization and Youth

The notions of “inclusive cities”, ‘just cities’ and ‘right to
the cities’ emphasize not only the role of people in shaping
their cities but also the increased ownership of cities by the
communities, and particularly the youth. Inclusive
participatory planning is advocated as a mechanism to
internalize this ownership.

Existing Situation

Under Local Governance and Community Development
Program (LGCDP), municipalities are supported to create
Ward Citizen Forum (WCF) and Integrated Plan Formulation
Committee to empower the role of citizens in formulating
annual plans, programs and budget. WCF is a group with
legal status, whose members are the local people residing in
the particular ward. There are other organizations at
community level like Tole Lead Organization (TLO) and
Community Based Organizations (CBO), who work closely with
the municipality to address the issues of the community. At



present, out of 806 wards in 58 municipalities, 403 have
Ward Citizen Forum, However, these forums remain for the
most part inactive.

National Youth Policy 2009 has defined youth as population
group between 16 years to 40 years (MoYS, 2009). Youth
population comprises nearly half (48.7%) of total urban
population. Based on National Youth Policy 2009, Ministry
of Youth and Sports is implementing programs in 17 sectors
such as in education, social security, health, human
trafficking control, youth empowerment, employment and
leadership development etc focused on youths. However,
the existing cities are not youth friendly in terms of availability
of open spaces, sports facilities and entertainment (Sharma,
2013).

Some efforts have been make cities more youth friendly.
Sports infrastructure are planned for all the 58 municipalities.
Similarly, various national sports competition, Special and
Para-sports are being organized. But mobilizing the
communities and the youth in urban planning and
development process remains a daunting task.

Major Issues

* Employment creation in urban areas remains a major
challenge. The prevailing political situation of Nepal has
led youth to migrate for employment abroad. About 15% of
the total absentee population in 2011 originated from urban
areas of which 77% were in the age group 15-34.

* Need to encourage participation of community in urban
planning, so that their needs and issues are incorporated in
the process of development with their participation in the
decision-making process.

® lack of youth friendly orientation in urban planning
2.5.3.4 Urban Security

Urban security deals with multi dimensional challenges. It
includes physical, financial, political, and social security as
well as security of the public. In case of urban planning,
providing a sense of security in public spaces and
neighborhood is a major concern.

Existing Situation

Nepal Police provides security through its various arms such
as metropolitan police, traffic police, tourist police and
community police. Metropolitan police is functioning only
in Kathmandu. In Kathmandu Valley for security
considerations CCTV has been installed at 102 major junctions
and additional 1000 installation is in process (Sharma, 2013).
The CRVs (Control Room Vehicle) are stationed around the
crime prone areas. There are 50 CRVs in

Kathmandu Metropolitan Police Range and 10 each in
Lalitpur and Bhaktapur Ranges. Toll free telephone numbers
and free SMS system are also functional. The police personnel
have been mobilized in proportion to the population. The
average standard is 1:200 populations but in case of
Kathmandu Valley, the rate is 1:500 (Nepal Police, 2011).
Traffic police deals with managing traffic flow and minimizing
traffic accidents.

A total of 964 traffic police are mobilized in Kathmandu
valley (Nepal Police, 2011). Tourist Police is a special unit
of Nepal Police, established in 1979 AD working Ministry of
Culture, Tourism and Civil Aviation, Tourism Industry Division.
The main responsibility is to look after the welfare of tourists
while they are in Nepal. The tourist police are mobilized in
major tourist areas. Community police came into existence
from 2051 BS (1994) as a pilot project in Kathmandu Valley.
Currently, they are mobilized in 141 different places in 75
districts (Nepal Police, 2011).

Street lighting is an important aspect of urban security, as
well as vehicular and pedestrian traffic at night. This
consideration is absent from most urban areas due mainly to
inadequate energy supply and management.

Major Issues
® lack of integration of urban security in urban planning.

* Major focus on policing of public spaces, lack of urban
design considerations.

® Lack of appropriate street lighting.

2.6 Urban Economy

The demographic and economic characteristics of urban areas
provide a picture of the urban economy.

2.6.1 Economically Active Population,
Employment, and Occupational Structure

Economically active population above 10 years make up 36%
of urban population. But only 34% is usually active (23%
male and 11% female). Around 44% are economically
inactive, of which males account for 16% and females 28%.

Agriculture, forestry and fishing accounted for almost a third
of the total urban employment. Wholesale, retail trade (17%)
and manufacturing (14%) are the other two important
employment sectors (Fig 2.10). But the urban sectoral
employment varies a great deal among urban areas. In larger
urban areas trade and services are the prominent sectors of
employment followed by manufacturing.

Based on the available data on occupation structure, 41%
of population in Dhankuta municipality still depend on
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Fig 2.10: Currently employed population aged 15+ by industries in

urban areas

agriculture and nearly 24% undertake wholesale trade as
their occupation, 9% have migrated for foreign employment
and 11% are in public administration. Likewise, agriculture
holds the highest percent of occupation in Panauti (42%),
Ratnanagar (37%) and Lekhnath (71.5%) municipalities
as well.

In Panauti, 34% are labor workers and 20% are engaged in
trade. However, in Kathmandu Metropolitan city, services
and manufacturing are major occupations that comprise of
42% and 42.9% respectively, while agriculture holds only
0.1%.

2.6.2 Household Savings and Borrowings

Urban areas account for 46% of all bank deposits.
Kathmandu and Pokhara valleys together account for 80%
of all urban savings. Urban areas contribute around 40-
42% of the total national lending. Kathmandu valley
accounts for 70% of total urban lending. Small urban areas
such as Dasharathchand, Dipayal, Jaleshwor, Amargadhi,
Malangawa have very low levels of borrowings whereas
Kathmandu, Pokhara, and Lalitpur have the highest.

2.6.3 Consumption and Poverty

Nepal Living Standards Survey (2010/11) showed that
15.5% of urban population is below the poverty line compared
to 25.2% nationally. However, poverty trend in urban areas
is on the rise. The percent of population below the poverty
line in urban areas was 10% in 2003/04. The average per
capita consumption in urban area is NPR 43,578. But there
is a wide difference in per capita consumption among urban
areas with the lowest NPR 25,069 in Siraha and the highest
NPR 76,924 in Pokhara. There is also a wide difference in
poverty level by urban areas. Pokhara has 1.3% of population
below poverty level compared to 50% in Gulariya.
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Fig 2.11: Per Capita Consumption of the defined urban regions

2.6.4 Remittance

Nepal Living Standard Survey (CBS, 2011) estimated that
around 56% of the households receive one or other form of
remittance and it comprises of 31% of household income

among recipient households with average remittance of
around NPR 80,000 per household (NPR 9,245 per capita
for all Nepalese household).

The amount of remittance received by the urban households
is just around 15% of the national remittance income.
Kathmandu city is the highest recipient of the remittance
income (around NPR 4 billion in 2013). The average sum of
remittance received by the municipalities comes out to be
around NPR 1.1 billion.

Kathmandu Metropolitan City with 6.3% of total urban
oriented remittance is the single largest recipient. However,
in terms of urban regions Tarai municipalities (such as
Biratnagar, Ramgram, Janakpur) combined together are the
largest recipients.
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2.6.5 Competitive advantages of the urban
regions in terms of manufacturing
establishments

Locational Quotient (LQ) Analysis:

Locational quotient is a measure that quantifies the relative
concentration of an industry or a cluster of industries in a
region relative to the national average. LQ value greater than
1 is normally taken as an indicator of such concentration. A
higher LQ is generally taken to be indicative of (i) relative
advantage of the industry in that region, and (ii) potential
regional export orientation of that industry. LQ is derived on
the basis of total value of output and employment reported
in the district level data from the Census of Manufacturing
Establishments 2006/07.

Based on LQ of Kathmandu Valley, the maximum value of
output is generated from ‘Radio, television and
communication equipment’ and ‘Publishing, printing and
reproducing media’ industry, which is 9.87 and 6.68
respectively. It means, total value of output of Communication
industry is almost 10 times more than the national average.
Highest LQ based on employment also falls under same
industries that are 4.13 and 3.19 respectively. *

Textile” industry provides highest number of employment that
is twice the national average. In Hetauda, highest LQ
basedon value of output and employment fall under ‘Chemical
and chemical products’, which is 6.57 and 3.96 respectively,
and ‘Other non-metallic mineral products’ industry provides
highest number of employment.

Similarly, along Biratnagar-Dharan corridor, highest LQ based
on output and employment is in ‘Electrical, machinery and
apparatus’ industry, which is 4.58 and 5.38 respectively.
Along the Birgunj corridor, highest LQ based on output and
employment fall under ‘Tanning and leather products’ that
is 2.39 and 3.12 respectively. In both Biratnagar and Birgunj
corridor, ‘Textile’ industry provides maximum number of
employments.

Along Nepalgunj corridor, two highest LQs based on output
fall under ‘Basic metal’ and ‘Chemical and chemical products’
industries, which is 1.54 and 2.29 respectively. ‘Other non-
metallic mineral products’ provides highest number of
employment, whose LQ based on employment is 1.67. In
Pokhara, ‘Wood and products of woods except furniture’
industry has highest LQ value based on output that is 6.02,
which is followed by ‘Furniture, jewellery, sports goods and
other NEC’ products with LQ value of 5.04. ‘Machinery and
equipment’ provides maximum number of employment.

2.6.6 Non-farm Activities and Manufacturing
Employment in Urban Areas

Analysis of non-farm activities (NFA) and manufacturing
employment in urban areas (WB/AusAid 2012) based on Labor
Force Survey 2008 and Census of Manufacturing Industries
(2007) shows the following:

® Share of NFA relative to overall employment in urban areas
is 60%, for Kathmandu valley it is 80%.

Table 2.15 Locational Quotient value of the industries with relative advantage in Region/Urban areas.

Region/Urban area LQ values Industry with relative advantage
QST e (i) Radio, television and communication equip ment
Kathmandu Employment - 4.13 (ii) Publishing, printing and reproducing media
(ii) Output- 6.68 & printing P g
Employment — 3.19
(i) Output —6.02 (i) Wood and products of wood and straw and cork except
Pokhara Employment - 5.73 furniture
(i) Output —5.04 (ii) Furniture, jewellery, sports goods other NEC
(iii) Employment — 6.15 (iii) Machinery and equipment
(i) Output-6.57 (i) Chemical and chemical products
Employment — 3.96
Hetauda (i) Output - 3.26 (ii) Rubber and plastic products
(iii) Employment — 3.13 (iii) Paper and paper products
(i) Output —4.97 (i) Furniture, jewelry, sport goods and other NEC
) (ii) Output —4.56 (i) Wood and wood products
Chitwan

(i) Employment — 2.39
(iv) Employment- 1.23

(iii) Other non-metallic mineral products
(iv) Paper and paper products
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Biratnagar-Dharan () Output- 4.58
Corridor Employment — 5.38
(i) Output- 2.03
Employment- 1.79
Birgunj Corridor () Output-2.39
Employment — 3.12
(i) Output- 1.4
(iii) Employment— 2.66

(i) Electrical, machinery and apparatus

(i) Textile

(i) Tanning and leather products

(ii) Basic metal
(iii) Chemical and chemical products

Nepalgunj Corridor (i) Output- 1.54
Employment — 2.52

(ii) Output- 2.29
(iii) Employment - 1.92

(i) Basic metal

(i) Chemical and chemical products
(iii) Fabricated metal products, except machinery

Dhangadi Corridor () Output-2.43
(ii) Output-2.19
(iii) Employment- 2.17
Eastern Tarai (i) Output- 7.65
Employment — 3.23
(i) Output- 4.56
Central Tarai (i) Output- 2.79 (i) Coke, refined petroleum products and nuclear fuel
Employment — 2.94 (i) Tobacco
(i) Output- 2.27 (iii) Basic Metal
(iii) Employment— 3.09

(i) Wood and wood products
(i) Furniture, jewelry, sport goods and other NEC
(iii) Other non-metallic mineral products

(i) Wearing apparel, dressing and dying fur

(i) Wood and wood products

Western Tarai (i) Output- 3.63 (i) Paper and paper products
Employment — 2.52
(i) Output- 2.86
Mid and Far west Tarai (i) Output- 6.34 (i) Wood and wood products
(ii) Output- 3.62 (ii) Other non-metallic mineral products
Employment — 2.32

(ii) Other non-metallic mineral products

® Three main clusters of urban NFA including urban centres
surrounded by hinterland of small towns, rural areas :

® Manufacturing is characterized by small scale industries
which mostly show a declining trend. There is

(i) Kathmandu valley (25% of urban NFA) estimated complimentarity of manufacturing and NFA.

employment 632,000, ® There are three main clusters of manufacturing industries:
Kathmandu valley accounts for 40% of manufacturing
employment; vicinity of Birgunj in the Central Tarai, 17%;
and vicinity of Biratnagar in Eastern Tarai 15%.

(iii) Central Tarai (19%) comprising of Birgunj and hinterland,

estimated employment 478,000.

(ii) Eastern Tarai (15%) comprising of Biratnagar and
hinterland, estimated employment 446,000,

® Qverall, nearly half of manufacturing employment is located
in non-municipal, rural areas. Also, labour intensive
(handicrafts) manufacturing accounts for about 60% of total
industrial production. The composition of urban
manufacturing employment is 14% machinery equipment;
30% paper, mineral, plastics, chemicals and wood;

® Service sector is the largest contributor to GDP and
accounts for 70% of NFA. Urban core plays the role of service
centre for an extended economic region. Service sector is
dominated by small wholesale and retail trade (over 50%).
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Public administration and social service accounts for 25%
of service employment. Financial services and tourism account
of 9 and 12% respectively.

® Service sector employment in urban areas is also
concentrated in 3 clusters similar to NFA (ie., Kathmandu
valley, Central Tarai and Eastern Tarai). Proportion of service
employees is higher in Kathmandu valley than in other
regions.

19%.garment; 18% textiles; and 19% agro-processing.
Compared to other urban areas, Kathmandu valley has a
much smaller share of agro-processing and larger share of
garment, and textiles. Pokhara in comparison has a larger
share of agro-processing employment (37%).



2.6.7 Major Considerations

In view of increasing rural-urban migration, the role of urban
areas in the generation and expansion of employment
opportunities and in increasing productivity and creation of
wealth is going to be critical in Nepal’s development efforts.
That would also provide the major justification for the
increased amount of infrastructural investment required in
urban areas. Regional resource specific strategies are called
for to build on the comparative and competitive advantage
of urban areas. Urban economies also need to be inclusive
particularly in the context of increasing poverty trends in
urban areas and the likelihood of increased refugees to urban
areas for reasons of disaster and climate change.

2.7 Urban Investment and Finance

Municipalities are under tremendous financial strains to keep
pace with increasing infrastructural needs and upgrade their
quality and improve overall service delivery. The potential
resources in the municipalities are yet to be mobilized to
address the financing need of the cities. Besides, the
institutional capacity of municipalities to mobilize potential
resources remains limited.

Box 2.6: Foreign Direct Investment

Based on the data of FY 2011/12, in total 2335 numbers
of industries in 54 districts of Nepal have Foreign Direct
Investment. The total foreign investment in various sectors
mounts to NRs 75,150 millions. They include industrial
production, service, tourism, construction, energy, agro
based and mining. Based on the data of Mol (2011/12),
‘Service’ sector has the highest number of FDI funded
industries, which is followed by ‘Industrial Production’ and
‘Tourism’ Sector. In addition, only 2% of the total industries
with FDI are in ‘Energy’ sector. Nevertheless, in terms of
investment, the highest flow is in ‘Industrial Production’
sector, which is followed by ‘Energy’ sector. ‘Energy’ sector
has the least number of industries with FDI; however the
amount of investment is quite high.

FDI has provided major employment opportunity in ‘Industrial
Production’ sector, which is 80,180 (49% of total FDI
employment) in numbers. It is followed by ‘Service’ (22%)
and ‘Tourism’ industry (16%).

As per MOI 2011/12, Kathmandu district has the highest

2.7.1 Existing Scenario
Investment - Demand Analysis

The investment needed to fulfill the existing infrastructure
deficit in 58 municipalities is calculated to be a staggering
NRs 372 billion.The investment need has been calculated
for the infrastructure deficit based on existing and desirable
state of municipalities (Annex 5). The infrastructure investment
includes cost for new roads construction, upgradation of
existing roads, piped water supply connection, construction
of toilets, electricity connection, solid waste collection and
management, storm drainage construction and sewerage
connection. The prevailing rates are referred for calculations.
It shows that of major portion of investment, 60% is required
for new road construction and existing road upgradation.

Investment need has been forecasted by TDF for urban area
based on sampling of periodic plan of few municipalities.
The total investment need is calculated to be NPR 45-50
billion.
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Fig 2.13 : Sectoral Composition of FDI (% share)

FDI with NRs 27,279 millions followed by Lalitpur and
Kaskidistrict. Districts such as Dhankuta, Parbat, and
Darchula received least FDI, which is mostly concentrated
in central and western regions. Disparity in FDI also reflects
the imbalance in the overall development of the nation.(Map
2.6)
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MAP 2.6 DISTRICTWISE DISTRIBUTION OF INDUSTRIES WITH DIRECT FOREIGN INVESTMENT
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The above map indicates that there is a significant investment ~ €xacerbated regional imbalances in resource allocation. Private
deficit for maintaining and upgrading urban infrastructure. ~ Sector investment in urban infrastructure development has
The outlay by the central government has been much less Not been forthcoming and policies to encourage such
than the contribution of the urban sector to the GDP. Further, ~investment have not been explicit.

there is no rational distribution of investment which has

Table 2.16 Investment- For Infrastructure Deficit for 58 municipalities

Urban Infrastructures Unit Rate in Rs. Investment Percent Per capital cost
Required (mil) (in Rs.)
New Roads km 20,000,000.00 151,973 41 29,652
Upgrade ext. road km 10,000,000.00 96,146 26 18,759
HH with Piped WS HH 30,000.00 9,018 2 1,760
HH with Toilet HH 10,000.00 1,731 0.5 338
HH with electricity HH 5,000.00 652 0.2 127
Landfill site HH 1,000.00 781 0.2 152
Storm Drainage km 10,000,000.00 75,129 20 14,658
Sewerage km 15,000,000.00 37,505 10 7,318
Total 372,935 100% 72,764
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Revenue Analysis

The revenue base of the municipalities is very weak. Out of
total local income (2.25 billion), taxes and service charges
together make up around 83% (Annex 6). The largest share
of revenue is provided by service charges (around 41% of
total income) levied by the municipalities to provide different
kinds of services. Second major source of local income is
property tax which contributes around 18% to the total
municipal income. Land and housing tax and property tax
also contributes 8% and 6% respectively. Due to low revenue
base, the capacity of the municipalities for development
activities is limited. Municipal expenses are highly dependent
on grant. In 2011/12 nearly 70% of municipal revenue
accrued from grants (5.3 billion out of 7.6 billion) (Annex
7).

Some municipalities have started mobilizing resources under
partnership with people i.e. cost sharing in infrastructure
projects especially urban roads, toilets and drains. Dharan
and Butwal municipalities were the first to champion the
idea.

Central government often select cities for implementation of
relatively large size projects under donor support and are
executed mainly by government departments and its regional/
district offices. Biratnagar storm water drainage and sewerage
project financed by ADB is one such example. The overall
revenue growth trend is positive, though the trend of internal
revenue growth is not satisfactory. The growth of conditional
grant is relatively higher, which is indicative of declining
fiscal choice of municipalities.

Expenditure Analysis

A significant share of municipal expenditure of 4.8 billion is
incurred as capital investment (about 72% of total
expenditure) and current expenditure is only 28 % of total
expenditure as of FY 2011/12. The detail of expenditure is
shown in Annex 8. However, the trend in expenditure is
inflated by ADB line of investment in few selected cities.

There is a long list of municipal functions, which are actually
considered as unfunded responsibilities. Sharing of functions
among central and municipal governments should be fully
based on sharing of funding sources based on the principle
of subsidiary.

Under Local Self Governance Act (LSGA), taxing authorities
are assigned to these local bodies but limited for setting the
tax rate on themselves. LSGA, however, initially was still in
contradiction with 23 other Acts of which 10 minor ones
were harmonized later.

2.7.2 National Resource Allocation for Urban
Development Sector

Public investment has been the main resource for urban
infrastructure development. In the current fiscal year 2016-
2017, national resource allocation (budget) for the urban
development sector is about NPR 59 billion—which shows
three-folds increase when compared with the budget of FY
2013-14 (see Table 2.17a). The budget has increased mainly
from the inter-government fiscal transfer (IGFT) at MoFALD,
and added urban development projects in DUDBC.

At “per capita” basis, urban development sector budget
shows only marginal increment. This has reached to NPR
4,726 (USD 47) from NPR 4,421 (USD 44) during the
period (see Table 2.17b). Overall, the urban sector bud-
get is about 2.6 % of GDP and 5.6 % of National
Budget—an increase from 1 % of GDP and 3.9% of na-
tional budget in 2013-2014.

2.7.3 Prospects for Resource for Developing
Urban Roads

Of the total investment requirement of NPR 2,453 billion,
almost 60% of cost (NPR 1,461 billion) is incurred for
developing road including both upgrading (the existing one)
and building new road. It means for the next 15 years; each
year investment requirement for urban road will be NPR 97
billion.

Of this, about one-third (35%, NPR 34 billion) is required
for upgrading and about two-third (65%, NPR 63 b) is for
developing new road. This allows upgrading of 3,397 km of
road, and developing 3,173 km of new road every year for
the next 15 years. In both cases of upgrading and new,
more than half of the road length (56 %) is to meet the
deficit compiled due to lack of timely intervention, and 44
% is to meet the new demand generated by new service
standard and population. However, resource that may be
available for road (as outlined in the following table) combining
investment of government agencies, municipalities, and
community at best meets the cost of road upgrading only.

The resource gap will still prevail to meet the development
cost of new road. To fill this void, the participatory land
development methods like land pooling become critical. For
instance, 1000 hectares of land pooling project—with 20 %
land use dedicated for road tends to create 222 km of new
road with average width of 9 m. Similarly, 200 hectares of
land pooling creates 44 km of new road, while 20 hectares
of land pooling creates 4.4 km of new road with average
width of 9 m or 5.7 km of new road with average width of 7
m. Planning intervention with Guided Land Development—
which is a collaborative instrument becomes helpful to se-
cure right of way (ROW) and open new community access.
And the private sector implemented planned real estate de-

velopment also becomes valuable.
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Table 2.17a Trend of National Resource Allocation for Urban Development Sector

Ministries/Department Annual Government Resource Allocation in NPR Billion
2013-2014 2015-2016 2016-2017
MoUD 9.82 (49%) 7.45 (19.1%) 20.08* (34.0%)
DUDBC 12.28
IAP 0.27
SPIADP 0.61
CUDP 10.55
BRR 0.067
MISDP 0.73
ICP 0.052
DUDBC Project 4.84
NT 1.05
RUDP 0.40
IUDP 1.36
UGDP 0.67
STIUEIP 1.36
KVDA 0.96
HPCIDBC 0.54
BIP 0.69
DCIP 0.35
UN Park 0.23
PPURP 0.19
MWSS 13.46 (34.4%) 14.9 (25.2%)
KVWSMB 0.64
Melamchi 5.99
PID 8.0
NWSC 0.27
MoFALD 7.972 (40%) 15.62 (39.9%) 20.69** (35.0%)
IGFT 13.1
Urban Infrastructure 3.43
development project
DOLIDAR 0.26
LGCDP 3.9
MoPIT 2.276 (11%) 2.602(6.6%) 3.442 (5.8%)
DOR 3.05
Road Board 0.392
Total 20.07 39.132 59.112

Note: MWSS budget does not include DWSS, as it primarily works in non-municipal/rural areas. Therefore, it is excluded from this

analysis (source: Review of NUDS, 2015)

* In this fiscal year 2016-17, MoUD’s total urban development budget is NPR 20.08 billion. Of this, DUDBC’s share is NPR
17.12 billion (87%). In which, ADB and the World Bank supported projects account NPR 3.79 billion (22%)—where ADB
supported 3 projects account NPR 3.12 billion (18%), while the World Bank supported one project account NPR 0.67 billion
(4%). And the Government financed New Town Project account NPR 1.05 billion (6%)

** MoFALD budget has to be read with caution—as only small proportion of LGCDP budget goes to municipalities, while it
excludes municipal own source revenue (OSR) comprising of tax, fee, and other recurrent income
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Table 2.17b Sectoral Budget Indicators
Unit Year
2013-2014 2016-2017 2021 2031
Urban population person 4,523,820 12,485,148 14,362,275 19,220,805
Urbanization Level % 17 44 47 54
GDP NPR Billion 2,000 2,200
Government Annual Budget 516 1,049
(% of GDP) NPR Billion (26%) (48%)
Sectoral Budget NPR Billion 20 59
Sectoral Budget/Total National % 3.9 5.6
Budget
Sectoral Budget/ GDP % 1 2.6
Sectoral Budget per Capita NPR 4,421 4,725
Table 2.17c Prospects of Resource for Developing Urban Roads
Government Contribution in NPR billion Total Beneficiaries/ Grand
DUDBC MoPIT MoFALD Municipalities KVDA NPR Communities  Total
billion  contribution in NPR
NPR billion  Billion
8.5 5.3 5.3 8.33 0.75 28.18 8.45 36.63
(23.2%) (14.5%) (14.5%) (22.7%) (2.1%) (77%) (23%) (100%)
@ 50 % of Dedicated Assuming town @ 30 % of @ 50% of @ community
departmental DOR and infrastructure average OSR per  average contributes
annual “locked NRB development annum NPR annual average 30% of
in” budget of budget for  fund is 7.27 b plus budget of the cost against
NPR 17 b is road dedicated for average IGFT per NPR 1.5 the government
spent on urban road annum NPR b is spent investment
roads 20.5 b of 217 on roads

municipalities
spent on roads

Note: * Average Municipal OSR is calculated by taking FY 2016-17 as the benchmark—with OSR per capita at NPR 550 and population
with new annexed area 5,942,028 for 58 established municipalities. For the next four years OSR per capita is increased by 5% to
NPR 578, and by 7% to NPR 636 for the next 10 years. The increment of OSR per capita by 5 % and 7 % is kept to reflect the
national economic growth. Population is projected to grow by Compounding AGR of 2.8%. As for 159 new municipalities, OSR per
capita is taken 30%, 50%, and 80% of 58 municipalities for the first 5 years, second 5 years, and third 5 years respectively. This
is done to reflect the early development state and preparedness needed in the case of new municipalities. Population is projected
similarly as 58 municipalities by Compounding AGR of 2.8%.

The OSR per capita is kept constant with the year 2013-14—reflecting on the disturbances caused by April 25, 2015 earthquake
and subsequent trade with India. The OSR per capita for FY 2013-14 is calculated by dividing the OSR of this year by population.
In FY 2013-14, OSR for 58 established municipalities is NPR 2,657 million. While population in 2013 is projected to be
4,839,476 (population 2011: 4,523,820, AGR: 3.43 %). This results in OSR per capita to be about NPR 550.
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2.7 .4 Investment and Financing Mechanism
Intergovernmental Fiscal Transfer

Currently, municipalities receive conditional and
unconditional grants from central governments. A clear
and objective oriented intergovernmental transfer
system has many benefits including a) providing
predictability that helps cities plan long term
investments; b) providing a creditworthy base of cash
flows which can be leveraged, c) balancing differences
in financial capacities of different cities and d) ability
to design credible incentives to encourage cities to
meet policy goals. In reality, these results were found
to be unsatisfactory.

The ever-growing volume of conditional grants (38%
of total revenue) puts municipalities in a dilemma while
preparing budget and programs. Currently,
municipalities get only 9% revenue through central
transfer as unconditional grant, which actually gives
them a choice in investment decision. The volume of
unconditional grant should be increased, which
contributes in enhancing the leverage of decision
making by municipalities themselves for investment
plan.

Urban Infrastructure Development using Debt
Financing Tool

Debt financing for expansion of urban facilities is
developing in a slow pace but with growing prospects.
It is obvious that financing need is always bigger than
the present investment need of any city. Here, debt
financing is a good option, which makes municipalities

Box 2.7: Auto Village-Butwal

Auto Village-Butwal has been in operation since 15 years,
which is currently being improved through STIUEIP project
as Model Auto Service Center in Nepal. It spreads in 9.5
hectares with nearly 400 plots, out of which 368 plots have
already been leased for establishment of 75 Auto Workshop,
13 Battery Services, 72 Motor Parts Workshop and others.

The project plans to improve infrastructure of the area such
as water supply, electricity, roads, public toilets, solid waste
management, storm water management, management of
reusable liquid waste, waste water management, vehicle pay
parking facility and others. The total estimated cost of the
project is NRs 277 million. Public Private Partnership (PPP)
modality has been undertaken for its implementation
(STIUEIP, 2014).

The PPP model undertaken for the project is in Develop-
Operate and Transfer (DOT) model. The auto unit operators

able to finance beyond the limit of their present
revenue stream by designing the project in such a way
that investment will be recovered from service -fees
from facility users depending on their future cash flows.
Town Development Fund (TDF) is the only organization
in public sector for financing urban infrastructure
development through loans and grants. It has financed
several urban infrastructure projects ranging from
urban roads to city bus terminals for long term
financing schemes -about 20 years. Despite this effort,
the practice and volume of debt financing at city level
is extremely low. The borrowing capacity of
municipalities is still very low although overall debt
financing contribution to total revenue is only 1%.

Total borrowing capacity of 58 municipalities as of
the last fiscal year financial data is 795.4 million only.
Municipal borrowing capacity can be enhanced if all
municipalities enhance their existing recurrent
revenue, which is less likely.

Alternative Financing

A couple of municipalities have initiated alternative
financing tools like PPP in development of
infrastructures and O & M contract for operation of
urban facilities. At present, there is lack of clear policy
and legislation about PPP framework conditions that
ensures proper risk allocation, benefit sharing, and
responsibility allocation of force- majeure cases.

in the village are the private partner, with registered and
legally recognized company under the Company Act 2006.
Butwal Municipality is the public partner of the project.
Under the DOT model, the private partners co-invest on
building, developing and improving the infrastructures
facilities. The co-investment of other sources shall be grant
assistance, loan, and/or share investments. Further, the
private partner shares, operates and maintains the developed
infrastructures /facilities and shares the revenue and benefits
as per their levels of co-investments. After the end of
partnership contract period, the auto village will be
automatically transferred to the local government. The project
is intended to be completed by December 2015 and the
contract will end by 2041 after 25 years of operation. Though
it is in the initial stage, the outcomes of such project will be
lessons for the future PPP projects as well.



2.7.5 Key Issues in Urban Financing

Deviation between Policies and Practices

Taxing authority assigned to municipalities under LSGA 1999
and regulation 2000 is poorly implemented and adopted. As
indicated above, the LSGA contradicts existing acts. The
MoFALD initiated transfer of performance based grants by
implementing Minimum Conditions and Performance
Measures-MCPM. This has created logical base for
providinggrants based on municipalities’ performance.
However, many municipalities could not perform well after
several years of MCPM practice. Besides the performance
based transfer system, ministry continued with other
unconditional grants from reserve fund. This has undermined
MCPM compliance by municipalities.

Growing Gap of Financing and Funding

Municipalities are facing ever increasing funding and
financing gap due to following reasons:

a. low volume of fiscal transfer systems from the central
government,

b. very low level of municipal revenues from taxes and fees,
c. burden of unfunded responsibilities; and
d. limited access to loans and other forms of debt financing.

In most cities and towns, the tax base of urban authorities is
very small and the tax revenue is quite inadequate to meet
their expenses. While most cities depend largely on incomes
derived from Integrated Property Taxation (IPT) and service
charges, the central government controls the more lucrative
revenue sources such as income taxes, VAT and business
taxes. Most cities, therefore, have no choice but to depend,
to a large extent, on allocations from the central government,
which are generally inadequate.

Table 2.18 Debt Analysis of 58 Municipalities

On the other hand, many key urban revenue sources do not
have the capacity to yield additional revenue in proportion
to the rate of inflation, the rise in personal incomes and the
growth of the urban population. In some cases, property
taxes are regressive and, hence, they may not be effective
instruments for redistribution and attainment of equity.

Low Institutional Capacity/Framework
Conditions

In spite of investment made in capacity development for
municipalities, the following weaknesses remain on the path
of sustainable financing. These include:

e Shortage of qualified staff and lack of technical and
administrative capacities to plan, implement, operate and
maintain urban infrastructure facilities;

e |nefficient delivery due to overlapping/unclear
implementation mandates of implementing agencies;

e |nsufficient legal and administrative frameworks for PPP;

e Lack of capacity for transparent and reliable planning and
procurement processes, and improved/accrual accounting
system in municipalities; and

e Eroded accountability image due to lack of elected council
in municipalities.

Limitations and Contingent Factors

The impediments to improving urban infrastructure financing
are:

a. Large number of municipalities and towns are small and
financially weak;

b. Lack of strong domestic capital markets, undeveloped
municipal credit institutions

c. Asymmetrical decentralization and possible retrenchment
of central transfers once federal restructuring is undertaken.

Description of debt analysis

Amount in Nepalese Rupees

A) Total Recurrent Revenue
B) Total Recurrent Expenditure
C) Net Operating Surplus

D) Total Borowing Capacity (BC) : 25% of
Net Operating Surplus

. Class A Borrowers

. Class B Borrowers
e Class C Borrowers

4640.86 million/annum
1459.26 million/annum
3181.60 million/annum

795.40 million/annum
(Potential Loan for 20 Years = 15 Billion)

24 nos. with BC more than 10 million/annum

27 nos. with BC in between 5 million to 10 million/annum
7 nos. with BC less than 5 million/annum
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d. Institutional and policy impediments to the development
of municipal credit institutions.

f. Lack of mechanisms and instruments to finance urban
infrastructure projects.

g. Poorly developed mechanism for mobilizing funds for
maintenance of existing infrastructures.

Assessing Implementation Capacity

In spite of financing needs for infrastructure development,
only few municipalities have capacity to mobilize more funds
and implement the projects. Only 29 small towns and 4 [UDP
municipalities are receiving financing from GoN under ADB
line of financing to implement water and sanitation projects.

Possible financing for urban infrastructure could be to the
tune of 800 Million NRs per annum at 25% of Net Operating
Surplus. Debt financing in municipalities for 20 years is
possible for up to NRS 15 billion only.

Pooled financing provides a mechanism, which leverages
financing and makes citizens of small municipalities able to
have access to bigger facilities, for example, shared sanitary
land fill site.

Fiscal Federalism and Revenue Sharing

Nepal is in the midst of an intense debate on federal
restructuring and decentralization. The outcome of this
debate will have a strong impact on how urban infrastructure
can and should be financed in Nepal. There is also fear that
the new provinces might compete with municipal governments
for resource sharing. Thus, the infrastructure financing policy
is likely to be impacted by several higher order considerations.

2.7.6 Key Strategic Concerns in Urban
Financing and Implication on Urban
Development

o |dentification of urban infrastructure investments that can
be sustainably financed through a mix of

a. Taxes and user charges from local citizens,
b. Transfers from higher levels of Government and

c. Unlocking land values that arise out of increasing
urbanization.

e Sources of upfront financing through a mix of

a. loans from different sources including Development
Partners, intermediaries such as TDF and markets,

b. investments from private sector, and

c. current revenue streams (capital grants from Government,
revenue surplus, sale of assets etc)

e Enhancement of institutional capacity of central level
institutions and ministries, as well as municipalities to:

a. increase own source revenues at local level;

b. design transparent, effective and performance based fiscal
transfer systems;

c. mobilize resources; and

d. Prepare budget and make transparent, effective and
efficient use of financial resources.

2.7.7 Some Innovative Financing Strategy &
Tools to be Considered

(i) Value capture:The investments made by the state creates
enhanced land value in certain parts of city, however the
neighborhood residents pay integrated property taxes like
residents of other parts pay. The existing integrated property
tax- IPT captures the value to a minimum level only. Hence,
betterment levies and sale of public land adjacent to an
infrastructure, and land development schemes need to be
used as tool to capture the value in parts of cities, where the
state has made relatively huge investment.

(ii) Harmonize and streamline subsidy policy/strategy:No state
subsidy to purely commercial urban infrastructure projects
where projects are bankable or PPP is possible. However,
partial subsidy to utilities like drinking water, city hall where
income generation is partly possible

Viability Gap Funding (VGF) from public fund in PPP projects,
wherever private SPV brings money, knowledge and
technology into the project/s is highly recommendable. In
addition to this, a full PPP enhancement policy and legislation
is urgently needed.

Full Subsidy to purely social projects can be financed by
public agency from taxpayers’ money (state responsibility).

(iii) Mobilization of fund from capital market like through
consortium financing, PPP financing, and bond issue need
to be provisioned in the strategy.

(iv) National priority to cities

Articulating the role of cities in economic growth is vital
because it determines the priority accorded to urban
development in policy formulation.

(v) Focus on identified cities and urban agglomerations

It is essential to identify clear priority regions and sectors for
urban development. Priority can be indicated in terms of
urban growth regions (such as Kathmandu valley or specific
north-south corridors in east-west highway) or sectors such
as water and sanitation and urban transport



(vi) Service delivery and accountability framework

Even as the government puts in place a comprehensive
financing policy, it should also put in place a framework
that encourages cities to meet service standards and holds
them accountable for non-compliance. A strong accountability
framework also makes cities realistic in projecting its
investment needs.

(vii) Inter Governmental fiscal system

The inter Governmental fiscal system in Nepal is already being
revamped with support from development partners. The fiscal
arrangements between the different levels of the Government
play an important role in mobilizing additional resources.

(viii) Potential of new funding sources

Commercial borrowing, PPP and use of land as a resource,
together provide a strong framework to finance capital
investments. The policy should not only explore their full
potential, but should also set up supporting mechanisms to
ensure that the potential is realized. For example, a municipal
bankruptcy framework provides a good foundation for
leveraging commercial finance. Changes in urban planning
and a transparent framework for land conversions provide a
foundation in which urban land can be used as a financing
instrument.

(ix) Mobilizing long-term debt financing

There were never sufficient budget resources available from
government and donors to expand urban infrastructure
coverage at a pace that keeps up with rapid urbanization in
Nepal. There is need to follow common loan - grant policy
by all donors and government of Nepal that sets one of the
basic rules of the game in debt financing. Local
governmentsneed to implement sound and transparent
financial management practices and demonstrate the
creditworthiness of their proposed investments.

Currently, TDF has been able to provide long term loans for
up to 20 years, which are unavailable in the local market.
Nepalese commercial banks generally lend up to 5 years,
where as TDF has been able to provide municipalities long
term loans up to 20 years at rates well below the market
rate. TDF has also taken significant credit risk that the
commercial banks would not have able to take. Loan
repayment rate was 83%% in March 2014. However, this
type of over risk needs to be safeguarded by financing and
investment strategy.

In principle, municipalities can borrow on longer-term basis
from capital market and banks. However, problems lie in the

low level of eligibility to guarantee the payback. Thus,
financing institutions like TDF tend to finance the bankable
projects in general.

The revenue mobilization effort of municipalities helps to
increase the number of bankable projects and revenue
mobilization can be realized through property taxes. However,
they may still not materialize until the capacity of the local
bodies is raised to a higher level. Although user charges can
be levied upon, there is still the need to raise awareness
among the people that they cannot have the civic facilities
for free. The only way to achieve this is to promote and
regulate “users to pay” principle, which will reduce the gap
between revenue and expenditure.

(x) Local revenue enhancement strategy

The potential for revenue generation from efficient
management of local sources often gets underestimated. It
is not uncommon to see vast differences in per capita
revenues of cities, which are similar in size and in their
economic base. Rather than improving the efficiency of local
revenue generation, support from national Government is
often seen as an easy alternative. The financing policy should
fully explore how local revenue sources (taxes as well as user
charges) can be maximized and should set benchmarks that
cities should meet. A proper mix of financing approach
strategically utilizes own-source revenue, grants, borrowing
(loans and bonds), and equity. By leveraging these varied
financing sources and tools against one another,
municipalities will be in a better position to finance their
priority projects to a larger extent.

2.8 Urban Governance

2.8.1 Fragmented Institutional Arrangement

Urban Governance and ensuing service delivery is marked
by fragmentation in the institutional arrangement. The current
arrangement has put urban planning and infrastructure
development under one umbrella, while urban governance
and administration in another.

Ministry of Federal Affairs and Local Development (MoFALD)
is the central agency for governance and administration
oversight of local bodies. Minimum Conditions and
Performance Measures (MCPM) is a popular score-based
monitoring instrument used by MoFALD to monitor local
bodies. Municipalities are also required to create Ward Citizen
Forum and Integrated Plan Formulation Committee to
empower the role of citizens in formulating annual plans,
programs and budget.
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MoFALD is responsible among other things—for issues related
to federal (re) structure, delineation of boundaries of local
bodies, decentralization and devolution, intergovernmental
fiscal transfer, human resource development of local bodies
including deputation of Chief Executive Officers (CEOs), and
rural development. MoFALD undertakes its functions through
75 District Development Committees (DDCs), 217
municipalities and 3157 Village Development Committees.
It also keeps oversight on Local Body Fiscal Commission
(LBFC), Department of Local Infrastructure and District
Agriculture Road (DOLIDAR), human resource training
centres such as LDTA. MoFALD has a pool of local governance
experts and engineers and for FY 2016-17, it has an annual
budget of about NPR 20.69 billion allocated for
municipalities.

On the other hand, Ministry of Urban Development (MoUD)
deals with the same urban space including municipalities,
small towns and market centres, but undertakes functions
of developing and managing basic urban infrastructure
services such as water supply, sanitation, solid waste
management, and housing. MoUD also carries out specialized
functions such as urban and regional planning, urban
development, new towns and government buildings.
Generally, MoUD performs these functions collaborating with
the local bodies. MoUD operates through its implementing
arms! comprising namely, Department of Urban Development
and Building Construction (DUDBC), and about 7 other
different organizational entities. MoUD furthermore keeps
oversight on regional planning authority like Kathmandu
Valley Development Authority (KVDA) and 262 Town
Development Committees (TDCs). In some cases, TDCs tend
to be influential stakeholder within the municipal space as
they own and control substantial amount of land. MoUD has
a pool of engineers, architects, and planners specialized in
different urban disciplines. For this fiscal year 2016-17,
MoUD has an annual budget of about NPR 20 billion allocated
for the urban development sector. Thus, two ministries
MoFALD and MoUD tend to undertake complementing
functions in the same urban space but institutional
coordination mechanisms linking these two ministries remain
lacking.

In 2011, when MoUD was formed, the aim was among other
things to foster planned urbanization and development,
manage urban growth and issues, improve urban environment
and increase urban productivity and opportunities. These
objectives were to be achieved by mainstreaming urban
planning, plan implementation, and financing under one
umbrella as stipulated by National Urban Policy 2007—that
is through MoUD. However, a municipality still being aligned
under MoFALD and the critical implementing arms namely
DWSS, NWSC, TDF, and SWMTSC having come to be
detached, the very objectives with which MoUD was created—

now remains defeated.! This fragmented institutional
arrangement tends to severely impede the effectiveness of
MoUD in undertaking the comprehensive urban development
and urban infrastructure development initiatives.

As a result, implementation of policies, plans, and
programs—specially undertaking upscale projects within
municipalities has become tedious with the bureaucratic
processes and limits of voluntary cooperation and coordination.
Moreover, human and capital resources of MoFALD and
Municipalities on the one hand and MoUD and its sectoral
departments on the other hand remain divided. In tandem,
these institutional resources can bring greater synergy:

improve municipal technical capability, performance and
service delivery. Consequently, these limitations have caused
urban institutional resources to remain underutilized, despite
the prospect of its greater potential.

Despite these, efforts are on to forge coordination at the
project level. MoUD has been undertaking some large scale
urban infrastructure development and municipal capacity
building projects in several municipalities. These include
Urban Environment Improvement Program (UEIP) and Urban
Governance and Development Program (UGDP). The
institutional coordination mechanism includes Steering
Committee at the centre—which is chaired by MoUD secretary
and represented by among others officials from other central
agencies including MoFALD and the project local body. The
Project Coordination Office (PCO) remains attached to
DUDBC, while Municipality is entrusted with the task of
project implementation. Town Development Fund (TDF)
remains the debt managing intermediary agency. The
limitation of the project level coordination mechanism,
however, is that the coordination disappears after the
completion of the project.

Issue of urban development sector coordination is expected
to further magnify with the greater division of constitutional
authorities pertaining to urban development and urban
infrastructures. With authority to exercise control over land
(through exclusive responsibility of land management, land
inventory and jointly of land policy, property acquisition) and
development of physical infrastructures, the Constitution
(2015) tacitly empowers the province level with the role of
managing urban affairs. It also acknowledges explicitly for
the first time the role of municipalities in governing urban
space, and assigns responsibilities of provisioning basic urban
infrastructures such as local road, water supply and sanitation.
While the federal level is continued with the exclusive
responsibility of settlement development policy and joint
responsibility of land policy, property acquisition, and physical
infrastructures. These layered authorities as well as sectoral
divisions in urban governance and management require new
orientation as opposed to status quo in organization
structures, capabilities, and planning approaches to improve
urban infrastructure provisioning.

Municipalities in general lack the technical expertise and
capacity to confront the complex urban dynamics and pursue
urban planning and development works. On the contrary,
MoUD employs the man-power capable of doing these works,
and it carries out much needed urban planning and
development works through its implementing arm namely
DUDBC. DUDBC has been providing technical and financial
support to municipalities since the 1990s to prepare
municipal integrated action plans (IAP), and periodic plans.
But, much of the plan implementation suffers from weak
municipal organization and capability. Most municipalities
still lack basic organizational structure to manage works such
as solid waste or deal with issues such as disaster risk
management. Enforcement of building regulations, planning
bye-laws, building code, urban planning norms and standards
are limited or have become forced measures in most
municipalities rather than pre-empted responses. Except for
few municipalities, most continue to rely on the central
government for revenue. Municipalities are further
handicapped in undertaking major development decisions
due to the absence of political representation for more than
a decade.

1Since 2015 December 24, Department of Water Supply and Sewerage (DWSS) and other water supply agencies have come to be detached from MoUD to

form a separate Ministry of Water Supply and Sanitation (MWSS). Town Development Fund (TDF) and Solid Waste Management Technical Support Center

(SWMTSC) have also come to be aligned under Ministry of Finance (MoF) and Ministry of Federal Affairs and Local Development (MoFLD) respectively.



2.8.4 Problem of Planning and Managing
Urban Agglomerations and Corridors

Legal basis is also inadequate to manage and govern large
urban regions comprising of urban agglomerations, clustered
city region and urban industrial corridors involving several
local bodies, although Town Development Act 1988 may
provide necessary legal basis. Kathmandu Valley Development
Authority (KVDA) Act 1988 is limited to the Valley and it
enables the Valley to be viewed as one planning unit.
However, the present relations between KVDA and local bodies
tends to be loose, as local bodies are not obliged to comply
with the KVDA plan and regulations. This voluntary nature
of cooperative planning and non-compliance of regional
planning goals and regulations by the local bodies is one of
the reasons behind weak implementation of region-wide plans
such as the Long Term Development Plan of the Kathmandu
Valley and other regional plans.

The past efforts to have legislation backed conjoint
planning—in which regional plan and standards are complied
in the local (municipal) plans or vice versa in a mandatory
manner—through Kathmandu Valley Physical Planning Act
has failed, as this legislation could not get the parliamentary
approval. The Physical Planning Act which would in general
define the roles of regional planning authority, local bodies
as well as their relations—to manage larger urban space
also has not received government approval and remains in a
limbo. The new federal setup of governance, once it is
finalized, is expected to redefine the role of the central
government in local affairs. International practices indicate
that local urban affairs generally come under the purview of
the state or provincial government; the role of the central
government is limited to preparation and enforcement of
policies and standards in the areas of critical concern,
facilitating coordination and undertaking large scale
specialized urban infrastructure investment. This means that
the existing institutional and legal arrangements between
the central government and the municipalities will have to
be thoroughly reviewed.

Town Development Act 1988 has been activated to form
regional planning authorities like Pokhara Valley Town
Development Committee and Surkhet Valley Town
Development Committee. Both these TDCs keep valley wide
planning oversight encompassing administrative boundaries
of several local bodies. Elsewhere TDCs are formed to provide
planning needs as well as manage growth of small towns
and market centres. All these TDCs have DUDBC Division
Chief or its technical representative as the member
secretary—and through DUDBC Division Office, TDCs derive
required technical support. At present, only a few of the
TDCs among 262 are active and have their permanent income
sources. These TDCs have managed to employ their own
human resources.

But rest of the TDCs are inactive and ineffective due mainly
to lack of resources in pursuing their objectives. These
problems notwithstanding, the DUDBC flagship project such
as New Town Development rely on TDCs for much needed
legal basis to control land use, enforce building regulations,
and facilitate project implementation. The current TDC
organizational structure—which relies on a more
administrative, coordinative and regulatory role—is
inadequate to deal with volatility and specialized knowledge
of land market needed in the context of new town
development. The relevance of TDCs have also been
questioned where municipalities have been created or exist.
The role of TDCs is often looked with skepticism by the local
bodies—as TDCs are feared to interfere in the local affairs.

2.8.5 Ministry of Urban Development (MoUD):
An Overview

Ministry of Urban Development (MoUD) was established on
May 18, 2012. In its inception, the principal mandate of
MoUD was formulation, implementation, monitoring, and
evaluation of policies, plans, and programs related to water
supply, sanitation, solid waste management, urban
development, housing, and building construction. The
Ministry’s Vision Paper (2013) aspires for a vision of “planned,
clean, and beautiful cities with adequate physical
infrastructures and amenities.”

Current Institutional Arrangement

In December 29, 2015, the Government detached water
and sanitation sector from MoUD, and established a separate
Ministry of Water Supply and Sanitation (MWSS). MoUD’s
financing arm—that is Town Development Fund (TDF) has
also come to be under the fold of Ministry of Finance (MoF).
Solid Waste Management Technical Center—which provides
technical support to municipalities on management of
Sanitary Land Fill Site (SLFS) and solid waste management
in general is now detached from MoUD and is under Ministry
of Federal Affairs and Local Development (MoFALD). MoUD
is now confined to limited scope of urban development,
housing and building construction only.

New Role and Mandate

The Government’s Work Division Regulations (2015) (source:
Nepal Gazette dated December 29, 2015) is the principal
document that delineates the role and mandate of the
government ministries. The Regulations among others
mandate the scope of work of MoUD to the followings:

e formulation, implementation, monitoring,
regulating, and evaluation of policies, plans and
programs of urban development and urban
infrastructures

* implementation, coordination, monitoring and
evaluation of physical plans and programs of
municipalities and urbanizing places
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e formulation and implementation of policies, plans and
programs related to urbanization, urban land use
and urban development

e settlement development

* management of unplanned settlements, urban
disadvantaged groups

® urban roads excluding strategic roads

The Constitution of Nepal (2015)—promulgated on September
20, 2015 divides the authority on infrastructures and land
management at the three levels of government—federal,
province, and local.

Matters including land use policy, settlement development
policy, national transportation policy, and national highways
are confined to the federal level. Physical infrastructure,
water supply and sanitation, property acquisition, land policy,
industry are the joint authority of federal and province level.
Land management, land inventory, provincial level highway,
and provincial level water supply are limited to provincial level.
Basic sanitation, water supply, and local road are confined to
local level.

Current Organization and Staffing

Ministry has 4 divisions namely (i) Planning, Monitoring,
Foreign Aid Coordination (ii) Urban Development and Physical
Planning (iii) Housing and Building and (iv) Administration
including 14 sections. It has total 71 staffs—of which 22
(31%) are technical and 49 (69%) are administrative.

It keeps oversight over nine different organizations namely (i)
DUDBC (ii) Kathmandu Valley Development Authority (KVDA)
(iii) National Housing Company Limited (iv) Nepal Housing
Development Finance Company Limited (v) Town Development
Training Center (vi) UN Park Development Committee (vii)
Dhobhikhola Corridor Improvement Project (viii) International
Convention Center Development Committee, and (ix)
Singhadurbar Secretariat Reconstruction Committee.

Table 2.19 Urban Infrastructure Condition Index

Annual Budget

For FY 2015/16, Ministry had a total allocated budget of
NPR 8.84 billion. Before split of water and sanitation sector,
budgetwas NPR 35.4 billion, of which the Ministry’s own
share was 4.4%, while DUDBC's share was 80%. Government’s
total annual budget was NPR 819.5 billion. In this fiscal
year 2016-2017, MoUD’s annual budget is NPR 23.7 billion—
which is about two-third of its consolidated budget prior split
in December 2015.

Remarks

The split of MoUD and detachment of its implementing arms
from its organization has implications—as fragmented
authorities and oversights constrain the Ministry’s vital
implementation capabilities vis-a-vis operational efficiency and
effectiveness. The effectiveness of MoUD to undertake
coordinated urban infrastructure planning and development
has come to be restricted. This limitation is all the more visible
given the emergence of multitudes of stakeholders and
fragmented setup of urban space—but weakened authority
and oversight of the Ministry to lead the coordinated path of
development. This impedes to realize the goal of planned
city development ever more difficult.For a way forward,
sweeping empowerment of MoUD to undertake an integrated
urban infrastructure development comprising of water
supply, sanitation, sewage, drainage, solid waste
management, urban transport, and urban energy is necessary,
and inevitable.

2.8.6 Major Issues

® Fragmented institutional arrangement—urban planning
and infrastructure development supported by MoUD, while
urban governance and administration through MoFALD.

® No coordination mechanisms between MoFALD and MoUD
though they share same urban space. Temporary coordination
at the project level. Lack of technical expertise and capacity.

® |egal basis inadequate to manage and govern large urban

Indicator Measure Weightage
Urban character % of wards with >10ppha density 0.10
Road Density Ratio of length of road in Km. tothe buildable areain 0.15
Sg. Km
Hard Topped Road % of length of black topped road tothe total length of 0.05
road in the municipality
Urban ) )
Water Supply Coverage % of HH with access to piped water supply 0.20
infrastructure . ] : - .
Electricity Connection % of HH using electricity as the source of lighting 0.15
Sanitation % of HH with access to flush or ordinary toilet 0.15
Housing Type % of HH with RCC roof 0.05
Solid Waste Manageme nt % of waste collected by the municipality 0.15




region such as clustered city region and urban industrial
corridor comprising several local bodies.

® |nadequacy of KVDA Act 1988—voluntary nature of
cooperative planning.

® Town Development Act 1988—inadequacy to deal with issues
of New town Development.

® Federal (re) structuring and its implications for urban
governance, particularly the relations between the central
government and the municipalities

2.9 Urban Infrastructure Condition Index

As a preliminary attempt and for the sake of comparison of
urban character and infrastructure conditions of
municipalities an Urban Infrastructure Condition Index (UICI)
has been created.

The urban infrastructure indicator includes road density,
hard topped road, water supply coverage, electricity
connection, sanitation condition, housing type and solid
waste management in municipality. While urban character
includes percentage of urban area within municipality (i.e.
ward density > 10 ppha density).

Computing UICI

Each indicator is given certain weightage based on their
importance in urban development (Table 2.20). Water supply
coverage and road condition (linkage) of the municipality
are the basic indicators of development, thus are assigned
with highest weightage i.e. 0.20 each. They are followed by
other basic services such as electricity connection, sanitation
and solid waste management indicators with 0.15 weightage
each. These indicators show the existing condition of basic
services and infrastructures in the municipality. Similarly,
0.10 weightage is assigned for urban character and 0.05 is
allocated for housing type indicator.(Annex 9.a)

Table 2.20 UICI for Kathmandu Metropolitan City

Urban character is the percentage of number of wards within
the municipality with population density more than 10 ppha.
The value for municipality with all wards having density more
than 10ppha (i.e. 100%) is set as 100. Similarly, the value
for national urban average 63% is set as 50 and for
municipality without any wards with density more than
10ppha is set as 0. (Annex 9.b)

Road density is computed as ratio of length of road in km to
buildable area in sq km of the municipality. The value for
15 km/sq km road density and for O km/sq km is set as 100
and O respectively.(Annex 9.c) Similarly, condition of hard
topped road is calculated as percentage of length of black
topped road to the total length of road in the municipality.
The value for 100% hard topped road and for national urban
average (i.e. 25%) is set as 100 and 50 respectively. (Annex
9.d)

Water supply coverage is calculated as percentage of HH
with access to tap and piped water within a municipality.
The value for 100% and 25 % coverage is set as 100 and50
respectively (Annex 9.e). Similarly, electricity connection is
calculated as percentage of HH using electricity as the source
of lightning. The value for 100 % and 75 % electricity
coverage in the municipality is set as 100 and O respectively
(Annex 9.f). Likewise, sanitation is computed by percentage
of HH with access to flush or ordinary toilets in the
municipality. The value for 100% access and 75% access
is set as 100 and O respectively (Annex 9.g). Further,
housing type is calculated by percentage of households with
RCC roof in the municipality.  The value for municipality
with 100% households with RCC roof and National Urban
Average (i.e. 45%) is set as 100 and 25 respectively (Annex
9.h). Finally, solid waste management is measured as
percentage of waste collected by the municipality. The value
for 100% and 0% collection of waste is set as 100 and O
respectively (Annex 9.i). The values for all municipalities is
computed by interpolation for all indicators based on the
set values.

Indicator Computed Value Weightage Index value of UICI (out of 100)
Indicator

Urban Character 100 0.10 10

Road Density 100 0.15 15

% of hard topped road 80.1 0.05 4

Water Supply Coverage 80 0.20 16

Electricity Connection 93.2 0.15 14 o1
Sanitation 95.7 0.15 14.4

% of Pakki House (RCC roof) 735 0.05 3.7

Waste Collection 90.8 0.15 13.6
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The UICI is far from comprehensive and as data on water
supply and consumption per capita, electricity consumption
per capita and availability of public open space per capita
become available these can be incorporated in the index. The
index can be expanded by including indicators for occupational
structure and other measures of production.

The UICI for 58 municipalities is shown in Annex 10.
Kathmandu has the highest value (Table 2.21), followed by
Butwal and Bhaktapur. Gulariya stands last in the list with
only 8 points. Further, productivity has not been considered
for the time being. The four municipalities Rajbiraj, Khadbari,
Dipayal Silgadhi and Triyuga are not included in the ranking
as the data regarding solid waste collection is not available.

Data Sources: The data sources include CBS for households
(HHs) data such as Access to piped water supply, Number of
HH connected to gridline, Number of household with access
to toilet, Number of HHs with pakki roof and ward level
population density in municipalities. Other data sources are
Department of Roads (DoR) for road density and % of hard
topped road in municipalities and SWMTSC for % of solid
waste collected by municipalities

2.10 National and Sub-National Urban System

An urban system is a network of different order urban
settlements and their hinterlands functionally inter-linked with
one another and contributing to the efficient and integrated
functioning of the space economy in terms of production,
distribution and consumption, and movement of people, goods
and services, capital and technology. The factors that affect
the growth of the urban system are (i) network and quality of
road infrastructure that links major settlements, and areas of
production potential (ii) the complimentarily in the flow of
people, goods and services, (iii) regional resources and the
extent to which these resources are mobilized, and (iv) the
policy environment that facilitates the development of
economic activities in potential areas. The interest in urban
systems derives from the fact that a regionally and nationally
integrated system is economically efficient, spatially articulate
and contributes to the effective mobilization of productive
resources and dissemination of innovations and technology.

Historically Kathmandu valley exemplified the only
autonomous urban system based on productive agriculture
and long-distance entrepot trade in Nepal. The orientation
of Nepal’s urban system in the post 1950 period was
influenced by:

(i) Border towns thriving on trade, services and industrialization
(Biratnagar, Janakpur, Birgunj, Bhairahawa, Nepalgunj)

(ii) Break-of bulk towns along the foothills (Dharan, Hetauda,
Butwal)

(iii) Trade and service centres along major north-south trails
often thriving on administrative functions.

Since the 1970s construction of East West highway, major
north-south roads, and other highways in the hills provided
the impetus for the growth of trade and service centres in
favorable locations. However, the urban potential of the hill
region remain much less developed compared to the Tarai as
the production potential and the demographic shift continues
to favor the latter.

The settlement hierarchy in Nepal (Map) shows a south-
north orientation. With the exception of Kathmandu valley
and Pokhara all major urban economic centres are in the
south, along the border with India, the foothills and cross-
road locations in the east-west highway. A 2007 study (NPC/
ADB 2007) identified eight economic regions based on the
hinterland of major urban economic centres in Nepal, namely,
Dhangadhi, Nepalgunj, Siddharthanagar-Butwal, Pokhara,
Kathmandu, Birgunj-Bharatpur, Nepalgunj, and Biratnagar.
Kathmandu and Pokhara are the only meaningful economic
regions in the hills. The dynamism and the level of integration
of the economic regions vary considerably but the core urban
centres of the six economic regions are based in Tarai. Based
on road linkages and the flow of goods and service there are
two relatively integrated regional urban systems in Nepal.
The first takes into account the central region comprising of
Kathmandu-Pokhara-Butwal/Bhairahawa-Bharatpur/Hetauda-
Birgunj rectangle.

The second is the eastern urban-system focused on Biratnagar
which functionally links Biratnagar-Itahari-Dharan-Inaruwa-
Damak-Kakadbhitta and the smaller urban centres in the
hills and Tarai. In terms of functional importance for respective
economic regions Nepalgunj and Dhangadhi constitute the
core of two nascent regional urban systems encompassing
the entire mid-western and far-western hill regions. But the
level of integration in terms of production, consumption and
distribution and the complementary flow of goods and
services is still very weak. This is contributed by poor quality
of road infrastructure linking towns and market centres into
the hill hinterland, relatively low population density, and
lack of identification and mobilization of regional resources
to induce investment and promote economic activities both
through public and private sectors.

A major objective of NUDS is to promote an efficient and
integrated national and sub-national urban system. This
means enhanced production, consumption and distribution
linkages in the regional urban systems of the east (Biratnagar
centred) and the centre (Kathmandu, Pokhara, Butwal,



Bharatpur, Birgunj centred) on the one hand and
strengthened urban systems centred on Nepalgunj and
Dhangadhi in the mid and far west, on the other.

It is possible to discern a generalized functional hierarchy of
settlements based on the major urban/economic centres in
Nepal. Each tier of settlements has an important role to play
in the development and the mobilization of hinterland
resources. The hierarchy extends from the major economic
centres of the Tarai and the hills to second and third tier
settlements in the Tarai, hills and on to the mountains. There
is also significant overlap in the hinterland of the settlements.
The status of settlement is determined by road access,
locational advantages and commensurate bulking,
distribution and service and often administrative functions.
The implications of promoting an integrated national and
sub-national urban system are that the advantages of
settlements in the hierarchy need to be strengthened by
focusing on critical infrastructural investments with the
potentiality to unleash the comparative and competitive
advantages. Where there are evident gaps in the hierarchy,
it may also be essential to promote selected settlements to
perform the requisite functions.

Table 2.22 and Map 2.7 presents a summary of the settlement
hierarchy based on major economic centres and is based on
2007 NPC/ADB study and small towns and market centres
identified along major road networks (source: DUDBC, 2011
and DWSS, 2009).

Table 2.21 Planning Norms and Standards, 2013 has categorized urban area into five classes based on the population.

(MoUD, 2013)

Major Issues

Two distinct relatively integrated regional urban systems —in
the centre and the east - are discernible on the basis of the
flow of goods and services. The urban system in the mid and
far west is fragmented with relatively weak links with the
hinterland. The major challenge is to facilitate and strengthen
the integration of the urban system in the mid and the far
west with the central urban system comprising Kathmandu-
Pokhara-Butwal/Sidhdharthanagar- Bharatpur- Birgunj. This
can contribute to the development of a regionally balanced
urban system, and the integration of the economy of the
mid and far west with that of the rest of Nepal.

There are some positive trends in the development of the
regional urban system in the mid and the far west. First, as
a result of hill-Tarai migration the urban potential of the mid
and the far western Tarai is enhanced mainly due to the
increase in population density. Second, the process of urban
corridor development (Nepalgunj-Kohalpur; Dhangadhi-
Atariya) is picking pace with potential for the development
of non-farm and small-medium scale industrial development.
To build on these trends the major issues for consideration
are as follows:

e Mobilization of regional resources with comparative and
competitive advantages for strengthening regional urban
systems

e Quality road access with the hinterland
o Strengthening inter-urban road linkages

e Promoting higher order service functions in provincial and
regional economic centres to generate agglomeration
economies.

e Strengthening urban planning and governance mechanisms.

Category Class Population
Metro City Class 1 > 300,000
Sub-Metro City Class 2 100,000 - 300,000
City (Municipality) Class 3 40,000 - 100,000
Sub-City (Small Town) Class 4 10,000 - 40,000
Market Center Class 5 50 Shops @ 100m from centre
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The existing urban conditions are reflected through available
basic data on urban infrastructure, environment, economy,
governance, finance and investment and through analysis
of current nature and characteristics of urban land, densities
and form. Land fragmentation, unregulated urban land
market, faulted land acquisition and compensation and
incomprehensive zoning regulations characterize the current
urban land. The present ward density of municipalities is
distributed in a wide range with 362.4 ppha as highest in
Kathmandu and 2.57 ppha as lowest in Kamalamai
municipality. Further, it is observed that the density increases
with the population size of municipality. The evolving urban
form is becoming increasingly disorganized, mixed with
incompatible land uses, declining level of amenities and
neighborhood environment.

Deficiency of urban infrastructures is highlighted by the
situation of water supply, sanitation, solid waste management,
housing, transport and energy. Ecological disparity is evident
in case of access to piped water supply. Only 32.9% of
households have access to piped water supply in urban Tarai
as compared to 81.2% of households in urban hill. However,
quality and quantity of drinking water is insufficient in all
urban regions. In order, to improve the situation of water
supply and sanitation by 2017AD, per capita expenditure of
NRs 3500 is required, amounting to 75 billion per annum
annually. The condition of sanitation system and solid waste
management are also critical. Only 56.1% of urban
households have access to sanitation system with 88.2%
households having access to toilets. Likewise, out of 58
municipalities, only 6 have sanitary landfill sites and only 5
practice controlled waste dumping. Increasing squatter
settlements and lack of affordable housing is the major
concern for urban housing sector, which is evident in the
growing percentage of squatter settlements in urban areas.

Inadequate and inefficient transport infrastructure is the
key concern of urban transport. The average road density of
urban areas is 3.26 km/sq km, which is quite low and relatively
low road coverage show the rural extent of most
municipalities. The present condition of national energy crisis
is apparent and exaggerated in the urban area. The demand
of electricity is the highest in urban and industrial corridors,
with annual rate of increment of 9%. However, the rate of
production cannot meet the bulk electricity demand of urban
areas. In the process of determining the infrastructural status
of various municipalities, Urban Infrastructure Condition
Index (UICI) has been formulated and computed for 58
municipalities. UICI provides a tool for comparison of
infrastructural condition of municipalities. Kathmandu
Metropolitan city has the highest value of UICI whereas
Gulariya stands at the bottom of the index list.

Analysis of urban environmental condition also highlights

the critical condition of urban areas in terms of physical,
natural, and social environment. The existing Urban
Environment Management Guidelines can be a strong
document to address environment issues in urban areas, but
like any other documents it falls short in implementation.
The municipalities lack institutional capacity, proper planning
and funding mechanisms to manage urban environment that
includes coping with disasters, providing safety and security,
enhancing socio-cultural like, preservation of open spaces,
etc. Rapid depletion of open spaces in urban areas is a key
indicator. The proportion of open space in major
municipalities shows a bleak picture with only 0.48% in
Kathmandu and 0.06% in Lalitpur.

Urban areas are regarded as the engines of growth and
economy. Its contribution in the national GDP is quite
significant. The recent GDP data by CBS shows urban GDP
made up 33.1% of national GDP (NPC/ UNDP 2014) and
30% comes from the VDCs at proximity to or served by the
urban centers. Therefore, it provides stronger justification
to invest in economic development of urban areas that helps
in generating wealth and employment opportunities and boost
its GDP growth rate. In order to meet the infrastructural
deficit in 58 municipalities, staggering NRs 372.94 billion
investment is estimated, while for 159 new municipalities
NRs 918 billion is estimated.The amount is calculated based
on existing and desirable state of municipalities.

In the present context, the revenue base of the municipalities
is also very weak and revenue potential has not been fully
mobilized. Own source revenue of the municipality in average
accounts to only 30% of the total revenue and nearly 70%
of municipal revenue is accrued from grants.

Apart from infrastructure, environmental, investment and
financial conditions, issue of governance in municipalities is
also vital. The current arrangement has put urban planning
and infrastructure development under one umbrella (MoUD),
while urban governance and administration in another
(MoFALD). Fragmented institutional arrangement,
uncoordinated mechanisms between MoFALD and MoUD and
lack of technical expertise and capacity are the major concern
of urban governance.

Regarding the existing national and sub-national urban
system, two relatively integrated systems can be observed in
the centre and in the east based on flow of goods and services.
However, the urban system in the mid and far west is
fragmented with relatively weak links with their hinterlands.



Key Points

> NUDS is not limited to physical development, but aspires to attain a

qualitative vision for future cities that reflects highest values of a society. Cha pter 3

» NUDS has set milestones which also serve as development indicators

within each theme. I NTE N D ED
» NUDS also attempts to estimate investment required to achieve the U R BAN SYSTE M
desirable conditions set in terms of infrastructure and service delivery. AN D M I LESTO N ES

» The total estimated investment required for all the municipalities in
projected period of 15 years is beyond the capacity of the local body.
Hence, the possible sources of funding have been identified. These
include the central government, municipality, community, private sector

and development partners, each with different share of contribution.

Baneshwar - Babarmahal road section in Kathmandu.
V¥V Photo credit: Angad Dhakal, 2014







The conditions in Nepal’s urban areas presented in Chapter
2 reveal a concern with basic conditions of infrastructure,
environment, economy and finance of municipalities. These
conditions fail to convey the qualitative aspects of urban life
and living. National Urban Development Strategy should
necessarily be guided by the need to improve current physical
conditions, but more than that it has to articulate a qualitative
vision of urbanization and urban development for the future
so that cities and towns also reflect the highest values of a
society.

The five underlying and interconnected guiding principles
for the National Urban Development Strategy are:

The strategies outlined should
seek to promote environment, social and economic
sustainability of urban development. This means that urban
development initiatives should be environmentally sustainable,
i.e, should not have negative externalities and should not
over-stretch the capacity of the environment to sustain itself.
Social sustainability refers to the nurturing and development
of social capital which minimizes alienation and contributes
to vibrant social life in the city. Economic sustainability refers
to the promotion of environment friendly economic activities
that can be sustained with minimal support from outside.

Cities have to be socially inclusive
both in terms of ethnicity/caste and gender, and in terms of
economic class. Inclusion should be reflected in the space
the city provides for the nurturing and celebration of social
and cultural diversity and the sensitivity particularly to
disadvantaged and marginalized, and minority groups, and
the poor and the youth in general. Inclusivity promotes social
justice and contributes to equity and balanced development.
The increasing poverty trend in urban areas means that cities
also need to be pro-poor in terms of attending to the needs
of the poor and addressing their basic concerns of education,
health, housing and transportation etc.

Resilience refers to both physical
and social resilience so that cities are safer and adaptable to
changes, both environmental and economic. The major focus
of the strategy should be on physical, social, economical
and institutional resiliency that is pivotal for mitigating short
or long term vulnerability resulting from disaster or the
regional/global impacts of climate change. Planning and
urban development should enhance capacity to cope with
different types of hazards and absorb shocks and risks.

Note: The sub-national system refers to the provincial and regional urban system.

Strategies for urban development should
be guided by three key considerations, namely, keeping the
city green, cool, and wet. The thrust should be in saving,
protecting, promoting greenery — green parks, green open
spaces, urban agriculture, forestry and so forth. Cities should
promote land use, technology and material that would
contribute to low carbon emission, increase the use of
alternative energy, reduce the effects of urban heat islands
and lower ambient temperatures. Similarly cities should
promote and protect clean water bodies — ponds, wells, rivers,
canals that contribute to blue convection and survival of
aquatic life, and urban biodiversity and contribute to recharge
ground water.

A sustainable, inclusive, resilient and
green city can only be one that is efficient, well governed
and effectively managed. Urban development strategy should
therefore be guided by three basic concerns of governance:
enhanced capability and technical competence of local
bodies, institutionalization of a system of transparency and
accountability in the urban planning and development
process, and a citizen oriented delivery of services and
development outcomes.

Achieving a balanced and prosperous national and sub-national
(provincial and regional) urban system should be the long term
vision for Nepal. This implies (i) strengthening the sub-national
(provincial and regional) and national hierarchy of urban centres
based upon the regional potential of population and the
mobilization of resources, and (ii) investment in the provision
and quality of infrastructure and services in consonance with
resource potentialities. A balanced and integrated national and
sub-national (provincial and regional) urban system would
contribute to:

e Diversification and specialization of the provincial and regional
economy in terms of production and employment opportunities.

e Effective and efficient distribution of social and economic
infrastructure, services and human resources.

e [Effective articulation of political, community, civil society
organizations with respect to their economic, social, cultural
and environmental aspirations and the quality of urban living.

e Strengthened production-distribution-consumption linkages
between urban and rural areas.



Addressing the gaps in the hierarchy of provincial and
regional urban systems, and strengthening provincial and
regional flow of goods and services through the realization
of the resource advantages of the hinterland would be the
major tasks in working towards a balanced national urban
system.

A tentative projection of population in the hierarchy of
economic centres for the medium and long term is presented
in Table 3.1. This shows that while the regional urban systems
in the east and the centre will remain dominant, the urban
system in the mid and far west will be more established and
regionally integrated.

The policy focus would be on

(i) strengthening the functional base of major economic
centres,

(ii) improved infrastructural linkages with the regional and
provincial hinterland,

(iii) provincial and regional resource mobilization and
facilitation for the growth of small towns.

This will help achieve the goal of a balanced and integrated
national urban system.

A major conceptual and operational problem is with respect
to the definition of urban areas. The criteria taken for urban
or municipal designation do not take into account the more
relevant functional characteristics such as density, contiguity,
occupational structure. It has become imperative to establish
a system (such as the proposed Census Towns) where market
centres and small towns are monitored and an objective basis
for upgrading settlements to municipal status is
institutionalized.

The federal restructuring of the country will have implications
for the national and sub-national (provincial and regional)
urban system for basically three reasons: first, the urban
centres designated to be provincial capitals will attract priority
investments in infrastructure and urban development in
general. The political and administrative functions of these
centres will most likely promote economic functions including
the location of small and medium enterprises based on the
mobilization of provincial/regional resources. Second, the
provincial strategy of the development and prioritization of
basic intra-province road infrastructure can affect the existing
urban hierarchy in so far as it would redefine the locational
advantages of small towns and market centres. Third, the
policies of provincial government with respect to the
development of agriculture, industries, bio-diversity and
hydro-power (in the hills) will also impact the functional role
of provincial urban centres and to that extent influence the
regional urban system.

There is no formal process of monitoring the growth of
settlements to functional urban status in Nepal. The
municipalities are statutory towns granted such a status by
the central government on the basis of political decision.
The population size criteria of municipalities is prone to
manipulation as a number of VDCs can be clubbed together
to fulfill the requisite criteria. The result has been that most
newly declared municipalities tend to reflect a predominantly
rural character in terms of density and occupational structure
of population.

While municipal status will always remain a political decision,
it seems necessary to develop an objective system of
monitoring the growth of functional urban areas which in
due course can attain the status of statutory towns or
municipalities.

The advantage of such a system would be that the growth of
such settlements can be monitored and preliminary planning
for eventual development of roads and infrastructure such
as water supply, sanitation, street lighting, bus parks, etc.
can be initiated.

The designation of “census towns” (CT) may be appropriate
for settlements that do not have a municipal status but fulfill
designated urban functional criteria. To be declared a
“census town” the settlement has to fulfill three criteria: (i)
locality with a population of 5000 or more, (ii) a population
density of 500 persons per square km, and (iii) 50% of
economically active population engaged in non-agricultural
activities. The CT will be designated by the Central Bureau
of Statistics on the basis of census information. The lowest
unit for the designation of CT will be the VDC. The CT will
be a dynamic classification as the settlement can be
reclassified from urban to rural. The advantage of the CT
will be that municipal status can only be provided to
settlements that already have a CT status. This would require
appropriate changes in the acts concerning local self-
governance.
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Paucity of comprehensive urban database and results of
research on key urban development issues has been an
important limitation in the assessment of current urban
conditions and in the formulation of urban development
strategies. The first task of National Urban Development
Strategy would be to develop a comprehensive urban data
base. Such a database should include: urban spatial
demography and population characteristics, functional
characteristics — number and spatial distribution of wholesale,
retail trade, hotels and restaurants; education, health and
specialized services —, land use and utilization, road and
traffic characteristics; drainage, sewerage; solid waste
generation and collection; open space and greenery; utility
services; number and distribution of production and
manufacturing units; housing characteristics; squatter and
informal settlements and characteristics; historic and cultural
heritage; the state of urban development and governance
institutions including resiliency and disaster preparedness.
Updating and monitoring of data particularly with respect
to changes in land use and utilization and spatial
development trends and their drivers are tools that can be
used to formulate policies to influence urban development.
Also, this will facilitate the formulation of evidence based
policies and programmes. This requires periodic research

on key themes of urban policy and programme development.
It should be made mandatory to maintain, monitor and update
the data base periodically and make it accessible on both the
municipality specific as well as ministry websites. This also is a
way of making the urban governance transparent and
accountable to its constituents.

Based on the transportation network (Map 2.5), bus flow (Map
3.1), air flow (Map 3.2), trade flow (Map 3.3) and settlement
system relationship (Map 2.7), the concept of polycentric and
integrated regions can be envisaged. Based on the analysis,
two matured urban systems have been identified as CENTRAL
INTEGRATED SYSTEM covering urban centers like Kathmandu,
Pokhara, Bharatpur, Butwal, Bhairahawa, Hetauda and Birgunj
and EASTERN INTEGRATED SYSTEM covering Biratanagar,
Itahari, Dharan, Dhankuta, Birtamod, Rajbiraj and Lahan. Two
sub-systems namely Western Sub-System 1 with Dhangadhi as
center and Western Sub-System 2 with Nepalgunj as center
have been identified as the maturing urban systems of Mid
and Far west regions respectively (Map 3.4).

Division of relevant urban development authorities in state
structure as outlined in the Constitution of Nepal (2015)
(promulgated in September 20, 2015) is shown below:

Development

Division of authorities relevant to urban development

Component
Federal Province Joint Federal- Local Joint Federal-
Province Province-local
(Annex 5) (Annex 6) (Annex 7) (Annex 8) (Annex 9)
Clause 20: Clause 7: Clause 6: Clause 7: Clause 5:
National Provincial level Physical Local level Water supply
Transportation water supply infrastructure development related services
Policy, Rail and projects
national highway  Clause 12: Clause 18: Clause 13:
management Provincial Water supply and Clause 9: Squatter
hig hw ay sanitation Basicsanitation settlement
management
Infrastructure Clause 11:
Local road
Clause 19:
Water supply
Clause 29: Clause 16: Clause 6: Clause 21:
Land Use and Land Property Conservation of
Land Settlement management, acquisition water catchment
Development Landinventory area
Policy Clause 22:
Land policy
Disaster Clause 17: Clause 20: Clause 9:
management Disaster rescue Disaster Disaster
and relief management management
Industry Clause 21:

Industry




Source: Onlinekhabar, 2016
& TR perEEnET

The following insights from the international cases can be
valuable while designating and planning for provincialcapital
in Nepal:

The case of South Africa (Area: 471,443 sq.m, population:
51.7 million (2011)) shows spatial separation of the
government branches. Pretoria (2.9 million) is the executive
capital, while Capetown (population 3.74 million) is the
legislative capital and Bloemfontein (pop 747,431) is the
judicial capital. However, Johannesburg (pop 4.43m, with
greater metropolitan area population 7.86 m) which is the
largest city of South Africa is the main economic and financial
hub of entire African continent—producing 16 % of South
Africa’'s GDP. The separation of the government branches
and that of economic capital is to remove the excessive
concentration of power in one place. South Africa has 9
provinces, with total local bodies comprising of 8 metropolitan
municipalities, 44 district municipalities, and 205 local
municipalities. All municipalities are divided into 4,392 wards
(source: https://en.wikipedia.org/wiki/ South_Africa).

The case of Indian State of Gujarat shows that Gandhinagar
(area: 5738 hectares, population: 206,167) is the State’s
Administrative Capital. While Ahmedabad (pop 5.57 m), Surat
(pop 4.46 m), Vadodara (pop 1.66 m), and Rajkot (pop
1.28 million) are the four biggest cities of Gujarat and the

main economic-financial centers. Gandhinagar, which is
located 23 km North of Ahmedabad, was established in 1960
as the capital of Gujarat after the split of Bombay State into
two different States of Maharashtra and Gujarat. It is domi-
nantly an administrative center with cultural, civic, and other
associated functions. The city has adopted sector planning—
following the plan of Chandigadh. Each sector has its own
shopping, community center, primary schools, health cen-
ter, and residential housing. The city was developed in
phases, and the basic infrastructure was completed in
1970—with significant addition of parks, greeneries, and
recreational areas in the later phases. It has seven major

land use components. First component includes capital
complex with government secretariat, legislative assembly,
high court, government departments, and office spaces of
the Government of India. Second includes city center with
civic, cultural, business functions, along with bus terminus
and reserve areas for future offices for statewide importance.
Third includes shopping, commercial, and warehouses.
Fourth is residential area, fifth being recreational, sixth sports
centers including stadiums and seventh other community
services like hospitals, schools etc. The city’s biggest employer
is government offices. The urban density at the central
location is around 100 to 150 persons per hectare (pph),
and 10 to 100 pph at the periphery (source: https://
en.wikipedia.org/wiki/Gandhinagar).



The City of Chandigarh is a union territory of India with the
direct control of the central government and also the
administrative capital of two States of Punjab and Haryana.
This administrative arrangement was made in 1966. The
City was conceived and established after partition and
independence of India in 1947, when East Punjab needed
its capital. The foundation stone of Chandigadh city was
laid in 1952. The site for the city was selected referring to
various criteria, namely (i) central location in the state (ii)
availability of sufficient water (iii) gradient for natural
drainage (slope is 1%) (iv) proximity to national capital (v)
natural beauty (located at the foothill of siwalik hill range),
and moderate climate.

The Master Plan of Chandigadh was prepared by Le Corbusier
and his planning team in 1951. The Plan was extended on
an initial work carried out by an American firm commissioned
in 1950. The Plan is analogous to human body—consisting
of capital complex (head), city center (heart), greeneries,

“Vision 2030: Balanced and Prosperous National Urban
System” is a singular—consolidated milestone for the urban
development sector. This incorporates (i) achievement of
set milestones regarding physical and institutional
development within each thematic area, and (ii) enhancement
in the quality of urban living which includes urban
environment, provision and quality of infrastructural,
economic and social services, and citizen's perception of
the quality of urban living. The achievement of a balanced
and prosperous national urban system hinges on the
coordinated and integrated efforts of the key agencies of the
government dealing with transport infrastructure,
environment, health, education, communication, commerce
and industries, agriculture and biodiversity resources, energy
in addition to the Ministry of Urban Development.

Five years milestone

Policies, plans, guidelines and regulations in place for
improved investment and systemic planning for urban
development.

Ten years milestone

Plans, projects and programs operationalized with increased
investment in urban development with strengthened inter-
urban and urban rural linkages.

Fifteen years milestone

Urban centers with improved infrastructure, healthy
environment, efficient management and vibrant economy.

parks, and open space (lungs), education and cultural
institutions (intelligence), road network (circulatory system),
and industrial area (critical internal organ). The capital
complex consists of government secretariat, high court,
legislative assembly, and university and educational zone.
The city center includes inter-state bus terminus, parade
ground, district courts, business and shopping center,
banks, offices. It has also an industrial area. The city has
an area of 11,400 hectares, and a population of 1.05
million (2011). It was initially planned for half a million
population. It has 47 sectors (super blocks) with dimension
of a sector being about 800m*1200m (96 hectare). The
sector contains own school, health center, shops, and places
of recreation and worship. Population of each sector varies
from 3000 to 20,000. It has 30 low-density sectors and 17
high-density sectors. The low-density and high-density
sectors are designed for a population of 150,000 and
350,000 respectively. It is developed in two phases (source:
http://chandigarh.nic.in).

a. national and sub-national (provincial and regional) urban
primacy index (two City and four city index)

. provincial and regional level of urbanization

. number of settlements of each hierarchy

. population and area served by each settlement

. inter- and intra-provincial and regional urban migration
GDP of provincial and regional urban centers

m /-~ ®© o O T

. growth rate of small, medium and large urban areas

h. number and growth of higher and specialized social and
economic functions in large urban areas

i. number and growth of large, small and medium enterprise
(output, employment)

j. number, mileage and standard of intra-provincial and
regional highways and roads

k. number, mileage and standard of inter-provincial and
regional highways and roads

|. volume of the flow of intra-provincial/regional and inter-
provincial/regional trade and services

m. citizen report card for cities.
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NPR 9,300 per person of annual investment in the
development of basic urban infrastructure

e 100 % of household with access to piped water
e 100 Ipcd in urban ward, 65 Ipcd in rural ward

e Sewerage (20% of total road length) in the urban core of
the city

e Storm water drainage in 60% of total road length
e 100 % HH with own toilets

e 50 % of existing houses and 100 % of new constructions
with in-built rainwater harvesting system and with
equal emphasis on the provision of groundwater
recharge

e 7.5 km/sq.km of road density for existing municipalities
and 5 km/ sq km for new municipalities .

e 80% of roads in existing municipalities and 50% in new
municipalities to be paved.

e 50% of population using public vehicles as main mode of
transportation

e 80 Km/hour travel speed in inter-urban connectivity

e Transport facilitation standards (like bus park)

e 50% of new residential area to be developed through land
readjustment process

e 15% of the total requirement of housing through organized
housing (both private and public sector)

e Private/cooperative sector supplying housing for the poor
in large towns

e Housing price/Annual income ratio =10 to 15
e Stop informal and squatter housing

e 0 % of squatter settlement in urban areas

e 100 % HH waste collected in urban areas

e 100 % municipalities with own or shared sanitary landfill
site

e 100 % municipalities with SWM unit

e 100% HH connected to reliable provision of electricity

o Diversified sources of electricity other than hydropower
wherever possible

e Fiber optics IT connectivity and use of “smart” concepts,
in terms of use of technology and planning, in new planned
towns

e High speed internet availability at competitive prices in
80% of large and medium towns

e Computerized information and service provision with respect
to all utilities in all urban areas

e Operational land information system

e Assured walkability in core urban areas and business
districts

e Provision of cycle lanes along major intra-urban transport
arteries

e 2.5% of land as public open green space at ward level
(maintained, monitored) in existing urban area

e 5% of land as public open green space at ward level
(maintained, monitored) in new urban area

e 100 % municipalities with Disaster Risk Management Plan
(DRMP) to increase resilience and preparedness for
possible risks

e Community based safety oversight in all urban core areas

e Historic and evolving cultural heritage preservation and
promotion plans in all urban areas

e Designated public spaces for museums, theatre, arts in
medium and large urban areas

e 70% contribution of urban areas to national GDP

e 75% of population engaged in non-agriculture activity in
large and medium urban areas



“Smart city” has been interpreted in various ways but is generally
associated with the use of information, communication technology
(ICT) to better deliver public utilities, improve transport and
mobility, reduce carbon footprint, and enhance public
participation in government. In the European Union “smart cities”
are seen as having 6 characteristics: smart economy (innovation,
entrepreneurship, competitiveness, productivity, flexibility of
labour market, integration with inter/national economy), smart
mobility (local, international accessibility, availability of ICT,
sustainable transport systems that reduce pollution, improve
traffic and enhance mobility), smart environment (attractive
natural conditions, climate, greenery, minimal pollution and
carbon footprint, sustainable resource management,
environmental protection), smart people (qualified, educated
citizenry, quality of social interaction and integration in public
life, social/ethnic plurality, open to the outside world), smart
living (social cohesion, quality of life- culture, health, safety,
resiliency, housing, tourism), and smart governance (political
participation, transparency, service for citizens and functioning
of administration). To assess and rank “smartness” a total of 34
factors and 74 indicators have been developed and applied to
70 medium-sized cities in Europe (Centre for Regional Science,
Viena UT 2007).High investment in information and
communication technology to improve efficiency, focus in
augmenting human and social capital to promote innovation,
and wise management of natural resources to ensure sustainability
are some of the key features of smart cities. Smartness comprises
of finding smart (efficient, cost-effective, sustainable) solutions
to problems.However, smartness can be as much part of the
design of a city as of the elements that make a city. A green city
is a smart city because it reduces ambient temperature, protects
and preserves the natural environment, allows for the protection
of biodiversity, helps reduce carbon footprint, mitigates the
impact of climate change and contributes to the environmental
resiliency of communities. Natural cities (integrating farming
into the urban fabric, with enough green area —parklands, forest,
orchards-, water recharge systems, energy conserving building
designs, non-polluting public transport, bi-cycle lanes integrated
in the city road network, design of built up areas to minimized
travel, mix of jobs and social groups) are also smart cities in so
far as they minimize environmental costs and contribute to better
lives and livelihoods. Smartness can also be incorporated in
elements of a city. Smart houses collect/harvest rainwater,
harness solar electricity, use solar heaters. Smart roads, in
addition to good road design, use technology to manage traffic
and regulate pollution and so on.Smart city concept has also
been critiqued for its focus on the middle class, gated
communities and exclusive, privileged enclave-centric
development that disregards the urban dispossessed and the

multitude of rural poor who migrate to urban areas in search of
opportunities. Smart cities have fundamentally to be inclusive
and equitable places to live in.

The Smart City Council has identified following nine sectors that
help in making cities smart, namely: economy, environment,
energy, health, payment, public safety and security,
telecommunication, transportation, and water and waste water.
Urban development in Nepal needs to explore opportunities to
infuse components of smart cities in its new towns and emerging
urban areas. Some enlisted case studies are the examples of
smarter and simple ways of planning for efficient cities that can
be translated in the context of Nepal.

In
1997, Hong Kong launched the Octopus Card, a reusable stored-
value smart card for making electronic payments in online or
offline systems. The main objective was to adopted convenient
and innovative payment system to encourage use of mass transit.
It was initially designed to collect fares for local mass transit
systems, which was later used in supermarkets, restaurants,
parking meters, service stations, etc. Today, more than 20 million
Octopus cards are in circulation, nearly three times the population
of Hong Kong. Roughly 95 percent of Hong Kong's population
aged 16 to 65 uses the cards that generate 12 million daily
transactions. With success of Octopus Card, it has been replicated
in other nations also.

The city of
Luxor in Egypt has tourism industry as one of the most important
segments of its economy as it welcomes approximately 12,000
daily visitors. The city wanted to maximize opportunities of its
visitors to experience the city by making it easy to find tour
guides, hotels, restaurants, transportation, and other services.
In 2012, the Luxor Mobile Portal was launched, which helped the
visitors to use a single mobile application to take virtual tours of
historical sites and locate services in Luxor. With this portal,
Luxor is out-reaching new travelers, which has enhanced the
city’s ability to serve visitors and local businesses.

In the town of
Carros, France smart grids and smart cities has led to a new
business model that replaces centralized one-way system and its
production-heavy method of load management. It introduces an
open, interconnected system in which balance is achieved through
interchange of new distributed energy resources. Traditionally,
networks were designed to transmit electricity in one direction
to the consumer. Smart grids make it possible to transmit energy
in two directions that give space to inject renewable energy into
the grid from a multiple local production sources (individual
homes, co-housing, industry, transport, etc.). In this new “de-
compartmentalised” model, consumers are an integral part of
the system, who play central role by consuming most when energy
is abundantly available and reduce demand during winter time.



Regional setting of Nepal places it between two giant nations,
India and China. Bilateral relationship and physical linkage
between the two countries has significant implications for
national development of Nepal, if it is able to harness the
benefits. China is preparing to extend its rail network from
Shigatse to Kerung, near the Nepal-China border in Kodari.
The road under construction between ‘Rasuwagadhi and
Baireni Galchi’, significantly reduces travel time from border
town to Prithvi Highway. It also opens doors to enhance
tourism due to easier linkage with Lumbini.

Kodari and Rasuwagadhi transit points can serve as
dependable all-weather linkage between India and China.
Rasuwagadhi is at an altitude of 2000m as compared to the
border pass of Nathu la in Sikkim, India, which is at an
altitude of more than 4300m. Nathu la operates only between
April and October. Opening of Rasuwagadhi can spur the
development of Baireni Galchi, Bharatpur, Hetauda, Butwal
and Lumbini which can develop as a hub for Chinese tourists
and benefit from increasing regional trade.

Based on connectivity with India, five regional cities namely
Birgunj, Biratnagar, Bhairahawa, Nepalgunj, and Dhangadhi
have emerged as major urban hubs along the southern belt.
These cities not only serve as major trade centers of the
country, but have emerged as centres of higher order urban
functions like major transportation and communication hubs.

The need of investment for future development extends
beyond fulfilling current deficit in infrastructure, but should
capture infrastructure demand of the future population.
Investment is needed to unleash the potential of the urban
area and its hinterland, based on its comparative advantages,
to increase its economic productivity. Therefore, future
investment required for urban development is a sum of the
investment needed to meet current deficit, as well as
investment needed to realize the potential and consequent
future demand.

During 2001 to 2011, Nepal witnessed 3.43% growth in
urban population. There was an addition of 1.18 million in
the population of the 58 municipalities. On average, the
municipalities experienced a growth of 2.6% within
designated municipal boundaries. One-third of the growth
was in the five municipalities of the Kathmandu valley alone.

These urban hubs have triggered development of industrial
and residential towns along north-south highways that have
evolved as urban growth corridors. Of these corridors,
Biratnagar-Dharan, Birgunj-Hetauda and Bhairahawa-Butwal
have significantly grown as mature urban sub-systems. Also,
proposed Kathmandu - Tarai fast track connecting the
proposed international airport at Nijgadh with Kathmandu
can strengthen the urban system of the central region.
Evolving urban centres in the inner tarai region have greater
potential for development as they serve the large northern
hinterland.

The evolving urban system of Nepal also highlights locations
for strategic investments which can create development
ripples (multiplier effects) in respective regions. For the
purpose of NUDS, infrastructure is broadly classified into 3
categories, namely basic services, higher order (social,
economic and large scale infrastructure that can be
shared)and strategic infrastructure, which help to unleash
the development potential of the region. Investment is
prioritized to urban corridors and valley regions that play
pivotal role in promoting development of a regional urban
system in addition to its economic development.Also,
investment for basic services has been streamed for all urban
areas. Investment especially in strategic infrastructure is
prioritized for the north-south road corridor linking India
and China to optimize investment outcomes.

Urban population projection is a difficult task because of a
number of factors - conditions and constraints in the
availability of infrastructural facilities and services,
employment prospects and economic opportunities,
educational and health facilities, the security situation, etc.
— that influence the dynamics of urban growth. However,
based on present prospects some cities like Kathmandu (valley
as a whole), Pokhara, Itahari, Bharatpur, Butwal are likely
to continue to attract population.

For purposes of population projection for the next two
decades existing municipalities have been categorized into
four different growth bands. The municipalities having
current growth rate of more than 3% are in the high band
and an average annual growth of 3.5% is expected in these
towns. In the medium band are municipalities with expected
growth rate of 2.5%. Similarly, municipalities in the low
growth band are expected to grow at a rate of 1.5% growth.
(Table 3.3)
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Table 3.2

>5% Damak, Itahari, Madhyapur Thimi, Pokhara
4 to 5% Bharatpur, Kirtipur, Butwal, Banepa, Birendranagar, Tulsipur, Byas, Dhangadhi
31t04% Ghorahi, Kathmandu, Tikapur, Tansen, Lekhnath, Baglung, Gaur, Malangawa, Lalitpur
2 t0 3% Kalaiya, Janakpur, Bhimdatta, Dhankuta, Triyuga, Bidur, Nepalgunj, Gorkha, Rajbiraj, Dhulikhel,
Hetauda, Ratnanagar, Inaruwa, Dharan, Lahan
1to 2% Gulariya, Birgung, Siddharthanagar, Khadbari, Biratnagar, Kamalamai, Siraha, Waling, Mechinagar,
Amargadhi, Ramgram, llam, Bhaktapur, Kapilbastu,
0to 1% Narayan, Panauti, Jaleshwor, Diapayal Silgadhi, Putalibazar, Bhimeswor, Bhadrapur
<0% Dasahrathchanda
Table 3.3
Growth Population
Growth — — - Population Ratio
Existing Proposed Existing Projected
Type
2001-11 2011-31 2011 2021 2031 2011 2021 2031
High 3.0% 3.50% 2,873,535 3,596,119 5,046,177 56% 53% 56%
Medium 2.0% 2.50% 967,689 1,131,523 1,529,818 19% 17% 17%
Low 1.0% 1.50% 1,062,703 1,608,381 2,199,038 21% 24% 24%
Zero 0% 0% 221,369 440,983 251,805 4% 7% 3%
Total 3.2% 2.8% 5,125,296 6,777,005 9,026,837 100% 100% 100%
Table 3.4
Existing Projected Growth
2011 2021 2031 rate
Nepal Population 26,620,809 30,789,678 35,919,562 1.47%
Urban Population 10,769,449 14,362,275 19,220,805
Existing Municipalities (58) 5,125,296 6,777,005 9,026,837 2.80%
New Municipalities (159) 5,644,153 7,585,270 10,193,968 3%
Rural Population 15,851,360 16,427,403 16,698,757
Urban Population 40% 47% 54%
Existing Municipalities (58) 19% 22% 25%
New Municipalities (159) 21% 25% 28%
Rural Population 60% 53% 46%

The net population gain in the next two decades is expected
to be 2.8% per annum. The total population of 58
municipalities in Nepal is expected to reach about 6.78
million in 2021 and 9.03 million in 2031.The municipalities
falling in high growth band would take up about 60% of
the total urban population. It is likely that in future quite a
number of adjoining VDCs will either merge with the existing
municipalities or will obtain separate municipal status. For
example, the entire area of Kathmandu valley will ultimately

2 Population based on the 2011 census excluding institutional population

be designated as urban area though there may be several
municipalities. Similar situation may prevail in Pokhara
Valley or Dang Valley in future.

Besides, the government has announced 159 municipalities
in 2014/15. The population in these settlements is 5.64
million in 2011 and is expected to reach 10.19 million in
2031. The total urban population of 217 municipalities by
2031 is expected to reach 19.2 million or 54% of the total
population (Table 3.4).

3Details of existing population and future projection of existing and proposed municipalities appear in Annex 17a, 17b & 29



Population density is not taken as a criteria in municipal
designation although National Urban Policy has suggested
10 ppha as criteria for urban areas. This is particularly
relevant with respect to provision of infrastructure.

Population density* in the municipalities varies significantly,
ranging from 205 ppha in Kathmandu Metropolitan City to
4.5 ppha in Khadbari Municipality. Out of 58 old
municipalities, 20 municipalities have densities less than 10
ppha. Based on 10 ppha criteria over a third of present
municipal population is not urban (Table 3.5).

The existing state of urban infrastructure in general is
assessed through nine different parameters.The road density
is still less than the minimum required and only less than
one third of these roads are blacktopped. Provision of storm
drainage is available on only 13% of the roads in case of 58
municipalities and 7% in case of 159 municipalities. The
sewerage provision is even less with only 9% of the road
length in case of 58 municipalities.

Table 3.5

Similarly, in case of 58 municipalities, only 55% of the house-
holds have access to piped water supply. The condition of
159 municipalities is even worse as shown in the Table 3.6.
The situation of water supply in terms of quality and quan-
tity is far below stipulated levels. About 20% of the house-
holds still lack toilet facilities in their house and 10% of
households are still not connected with the electricity in 58
municipalities. The similar situation is observed in the case
of solid waste collection covering only 44% of the house-
holds (Table 3.6).

The analysis of 58 municipalities is based on the existing
infrastructure condition. For the 159 municipalities which
were declared in 2014 and 2015, the assumptions for analysis
are derived based on population density criteria (see annex
25). The same assumptions have been used for the analysis
of added area of 58 municipalities that were updated with
additional VDCs on December 14, 2014.

>200 ppha Kathmandu

100 to 200 ppha
50 to 100 ppha
25 to 50 ppha

Bhaktapur, Lalitpur
Banepa, Madhyapur Thimi

Biratnagar, Birgunj, Butwal, Dharan, Kirtipur, Rajbiraj

Baglung, Bharatpur, Bhimdutta, Birendranagar, Damak, Dhangadhi, Dhulikhel, Gaur,

10 to 25 ppha

Ghorahi, Hetauda, llam, Inaruwa, Itahari, Jaleshwor, Janakpur, Kalaiya, Malangawa,

Mechinagar, Nepalgunj, Panauti, Pokhara, Ratnanagar, Siddharth Nagar, Siraha, Tansen,

Tikapur, Triyog

Amargadhi, Bhadrapur, Bhimeshwor, Bidur, Byas, Dasharathchanda, Dhankuta, Dipayal,

<10 ppha Gorkha, Gulariya, Kamalamai, Kapilbastu, Khadbari, Lahan, Lekhnath, Narayan,
Putalibazar, Ramgram, Tulsipur, Waling
Table 3.6
Road Road HH with  HH with HH with sSwW Storm Sewerage
Density Length (km) Piped Toilet electricity collection  Drainage
Km/Sq. Km WS
. 7.5 (58 206,643 (58 80% 100% 100% 80% 60% of road  20% of road
Desired level S AN )
municipalities) municipalities) length length in
5.0 (159 44,912 (159 core city
municipalities) municipalities)
Baseline (58
muns.) 6.24 13,044 55% 81% 90% 44% 13% 9%
Baseline (159
2.58 21,891 42% 52% 53% 7% 7% 0%
muns.)
Deficit (58 muns.) 1.25 7,599 25% 19% 10% 36% 47% 11%
Deficit (159 20%
iR 2.42 23,021 38% 48% 47% 73% 53%
Unit Cost Rs. 20 million ~ Rs. 30,000  Rs.10,000  Rs. 5,000 Rs. 1,000 Rs. 10M Rs. 15 M
(New)
Rs. 10 million
(Upgrading)

*details in Annex 18a, 18al & 26

“Persons per hectare of the buildable area excluding steep slope (>45%), river/ pond and forests. Population based on the 2011 census



Minimum desirable state of urban infrastructure for existing
municipalities and new towns are envisaged on the basis of the norms
prepared by DUDBC and a review of the norms suggested for the

small Indian cities. Details are provided in Annex 19a, 19al, 19b &
33.

A tentative cost estimate required for bringing all the existing
municipalities to the minimum desired level of infrastructure has
been made. The cost is based on the conditions and parameters
prevailing in 2011. Accordingly NRs. 372,935 million (or NRs.
72,764 per capita) would be required for bringing infrastructural
standards to desired levels in 58 municipalities. About 60% of the
cost would be required for the upgradation of existing roads and
the extension of new roads. Municipality wise details are given in

Annex 5, 20 & 28.

Table 3.7
Existing (58) New Municipalities (159)
Investment Percent Per capital Investment Percent Per capital cost
Required (mil) cost (in Rs.) Required (mil) (in Rs.)

New Roads 151,973 40.8 29,652 379,895 41.4 67,308
Upgrade ext. road 96,146 25.8 18,759 189,947 20.7 33,654
HH with Piped WS 9,018 2.4 1,760 10,159 1.1 1,800
HH with Toilet 1,731 0.5 338 4,515 0.5 800
HH with electricity 652 0.2 127 1,698 0.2 301
Landfill site 781 0.2 152 1,179 0.1 209
Storm Drainage 75,129 20.1 14,658 216,636 23.6 38,382
Sewerage 37,505 10.1 7,318 113,968 12.4 20,192
Total 372,935 100% 72,764 917,997 100% 162,646
Table 3.8

Infrastructure 58 municipalities 159 municipalities Total

(in Million) (in Million) (in Million)

New Road 101448 318482 419,930
Upgrade ext. road 64181 159241 223,422

HH with Piped WS 6020 8517 14,537

HH with Toilet 1156 3785 4,941

HH with electricity 435 1424 1,859
Landfill site 521 988 1,509
Storm Drainage 50151 181615 231,766
Sewe rage 25036 95544 120,580
Total 248,948 769,596 1,018,544




Besides above municipal infrastructure, every
municipality should have their office premises and the city
bus parks. Most of the existing municipalities have their own
office complex, but most of these buildings require major
renovation works; and some may require to be completely
rebuilt. Regarding bus parks, 32 out of 58 municipalities
have their own but only 14 of them are in good and 6 in
moderate condition. 38 municipalities therefore either require
a new bus parks or complete renovation.The requirement of
total funding including future increase in population and for
the municipal buildings and bus parks are shown in Table

3.9. (Annex 21a, 21b & 34)

The priority investment for the next 15 years i.e. till 2031
has been set according to the type of the city on the basis of
population. Priority level is kept at increasing trend according
to the size of the city owing to the fact that the demand of

urban infrastructure is high in the large cities. Moreover, all
urban infrastructure may not be viable in small towns in
terms of capital investment and O & M requirement. The
infrastructure often becomes underutilized in the low
population density areas. The existing municipalities with
the population greater than 200,000 is targeted to achieve
100% of the requirement while the towns having less than
20,000 population shall have the target of 60% only. The
medium towns shall have the targets that range between
70% to 90%. Similarly, for the new towns the maximum
target for the next 15 years has been set at 60% only and
the minimum target set is 20% for the population of less
than 20,000. Since the new towns do not fall into A and B
category, the maximum target shall hence be 40% only.

This means, the investment requirement of Type A towns is
expected to achieve 100% whereas the same for the small
towns having less that 20,000 population will achieve 60%
of the total investment requirement.(Table 3.10)

Table 3.9
Existing Municipalites (58) New Municipalities (159) Total (mil)
Municipal Infrastructure (2031) 621,883 1,687,593 2,309,476
Municipal Buildings 1,353 2,003 3,356
Street Light 41,286 89,824 131,110
Bus Parks 2,962 5,722 8,684
Sub Total 1: Basic Urban Infrastructure 667,484 1,785,142 2,452,626
Sub total 2: Unleashing Potential 166,871 446,285.5 613,157
Sub total 3: Soft Cost: Project preparation, 146,846 392,731 539,576
management and safeguard
Grand total (in Million) 981,201 2,624,159 3,605,358
Table 3.10
Population City Type Existing Municipalities (58) New Municipalities (159)
< 20,000 E 60% 20%
20,000 to 50,000 D 70% 30%
50,000 to 100,000 C 80% 40%
100,000 to 200,000 B 90% 50%
>200,000 A 100% 60%

On the basis of above, the fund requirement at the interval of 5 years shall be as followed : (Refer Annex 22a, 22b)

Table 3.11

2016-21 2021-26 2016-31 Total
Existing Municipalites (58) 130,159 195,239 325,398 650,796
New Municipalites (159) 132,770 199,155 331,925 663,850
Total (Rs. In Million) 262,929 394,394 657,323 1,314,646
Percent to Total Requirement 9% 13% 21% 43%
Percent to 20 Years' Priority 20% 30% 50% 100%
Soft cost as % required for basic 48,562 70,145 113,311 232,018
infrastructure and unleashing potential
Grand Total 311,491 464,539 770,634 1,546,664




may contribute around 5% of the total investment requirement.
Further 5% would be contributed by the community and private
sector. The involvement of community would be on the water
supply, inner urban roads, drainage and sewerage whereas
the private sector may be involved in the construction of bus
parks and other infrastructure services through PPP.

Since the infrastructure investment requirement cannot be
met by the internal resources of the municipality, the major
contribution (about 60%) is proposed from the government
through fiscal transfer. The development partners may be
expected to contribute up to 30% while the municipality

Table 3.12

GoN Municipality Community Private Dev. Total

Sector Partners

Existing Municipalites (58) 78,095 6,508 3,254 3,254 39,048 130,159
New Municipalites (159) 79,662 6,639 3,319 3,319 39,831 132,770
Soft Cost 29,137 2,428 1,214 1,214 14,569 48,562
Total (Rs. In Million) 186,895 15,575 7,787 7,787 93,447 311,491
Percent to Sources of Fund 60% 5% 2.5% 2.5% 30% 100%

Following the above annual government outlay to meet infrastructure development and upgrading, distribution of

government fund source for first five year of planning is expected as follows:

Table 3.13

2016-17 2017-18 2018-19 2019-20 2020-21 Total
Existing Municipalities 7,810 11,714 15,619 19,524 23,429 78,095
New Municipalities (159) 7,966 11,949 15,932 19,916 23,899 79,662
Soft Cost 2,914 4,371 5,827 7,284 8,741 29,137
Total 18,689 28,034 37,379 46,724 56,068 186,895
Percent to Requirement for 2016-21 6% 9% 12% 15% 18% 60%
Percent to Government's Fund Source 10% 15% 20% 25% 30% 100%

In the projection of allocation of resources for the
development of urban infrastructure, the government funding
is estimated to be at 60% of the total requirement and the
funding by the development partners would be around
30%.This assumption is based on the existing pattern of
government revenue and expenditures on the
infrastructure;as shown in the table.

The total revenue of the government in FY 2012-13 and FY
2013-14 were Rs. 333,172 million and Rs. 401,840 million

respectively. The total grant received in these fiscal years
was Rs. 35,229 million and Rs. 47,311 million; that
constituted around 11% of the total revenue. Around 1/3
of the grant was spent for the capital expenditures. Similarly,
in 2012-13 the total expenditures in the infrastructure was
Rs. 39,012 million and in 2013-14 it was 50,943 million,
which constituted 26% and 28% of the total capital grant
from the development partners including foreign government.
For the current fiscal year this grant is estimated to be around
36%.

Amount in million Peruenl%e

2012-13 2013-14 2014-15 2012-13 2013-14 2014-15

Actual Ac bual Estimated Actuml Actuml Estirmted

Gowrnment Revenue 333,172 401,840 514,821 100.0% 100.0% 100. 0%
Ravenus 297,942 354,529 441 435 89.4% BB.2% B5.7%
Grant 35,230 47,311 73,386 106% 11B8% 14.3%
Gowrnment Expenditure 302,054 380,510 515.706 100.0% 100.0% 100.0%
Recurrent 247 455 316,540 398,951 81 9% B3.2% T7.4%
Capital 54 598 63,870 116,755 18.1% 168% 226%
Grant Details 35,230 47,311 73 386 100.0% 100.0% 100.0%
Recurrent Grant 25,0564 33,120 45 aal 71.1% 70.0% E2.5%
Capital Grant 10,176 14,191 27 505 28.9% 30,0% 37.5%
Expenditures in Infrastructure 39,012 50,943 75,425 100.0% 100.0% 100.0%
Tranzport 27,908 35,445 51,154 71.5% E9.6% 67.8%
Communication 2,824 3,709 4,256 7.2% 73% 5.6%
Waste Management 1,174 1,160 2,680 3.0% 23% 36%
Waste Water Managemeant 53 102 2.074 0.1% 02% 28%
Water Supply 7082 10,527 15,260 18.1% 20.7% 20.2%

Percent of Capital Grant to the 26% 28% ——

Infrastru cture

Source : Budgel Speech, 2014-15, Ministry of Finance, GoN



Investment required for unleashing the potential of the urban
areas is based on the comparative advantages of its
hinterland. Five significant sectors namely agriculture,
manufacturing, non-timber forest product (NTFP), tourism
and hydropower were considered and available data were
segregated at the district level to identify potential of the
districts in the respective sectors. The analysis is based on
assumption that potential of the district is the potential of
the hinterland of the urban centers, where these sectors are
either concentrated or dependent on. Also, if a district has
more than one urban center, then they require same percent
of investment to meet the demand to unleash potential.

For agriculture, data on agriculture output of 2013 from
Ministry of Agriculture Development was used to calculate
the Locational Quotient to determine surplus agricultural
products of the districts. Similarly, Census of Manufacturing
Established 2008 data was used to calculate the Locational
Quotient to determine surplus manufacturing output of the
districts. One District One Product (ODOP) was used to
identify the potential of districts in its NTFP products.Tourism
potential was based on various sources, like tourism board,
ODOP that also includes personal experiences. Hydropower
potential is based on the data of Nepal Electricity Authority
that has identified and proposed potential major hydropower
project locations in various parts of the country.

Weightage for calculation of potential is based on the
contribution of five identified sectors to the national GDP,
such that sector with more than 5% contribution to GDP is
given 10%, while less than 5% contribution is given 5%
score. For Agriculture= 10%, Manufacturing= 10%, NTFP=
5%, Tourism= 5%, Hydropower= 5% is allocated, that totals
to 35%. It means maximum of 35% of the sum of investment
required to meet deficit and demand of an urban center
should be added to the total investment to meet its actual
future investment need. As investment required for fulfilling
existing deficit and demand is high, investment for
unleashing the potential is limited to less than 40% of their
sum in order to get a realistic figure. Accepting limitation of
data in the process of calculation, districts that show no
potential in the sectors have been allocated minimum 2%
and 4% out of 5% and 10% respectively, for the possibility
of the existence of unidentified potential.

The results show that Khadbari municipality (35%) has the
highest potential in all five sectors, hence require major
investment to unleash its potential, which is followed by
Tikapur (32%) and Dhangadhi (32%). The municipalities
that have low potential are Triyuga (18%), Kamalamai (18%)
and Jaleshwor (18%).

The total cost to unleash potential is 25 % of total invest-
ment required to fulfill deficit and demand. The total invest-
ment required to unleash the potential of 58 old munici-
palities is NRs 166,871 Millions and 446,285 Millions for
159 municipalities. (Refer to Annex 23).

The current status of urban areas is associated with lack of
basic urban infrastructures, amenities and degrading urban
environment. In the absence of prioritized investment on
basic services, private investment for high end functions
such as business, health, and education has largely fallen
behind, thus leading to decline in overall quality of life of
most urban areas. Consequently, urban centers have failed
to create desired economic and employment opportunities
and live up to expectations of becoming “engines of
growth”— with increasing dependency on the central gov-
ernment. The failing economic growth of urban areas has
also become disincentives for growth of surrounding hinter-
land and unleashing their development potential. As a re-
sult, poverty, marginalization and growing social divide have
also come to prevail in most urban areas. These distortions,
if allowed to continue, are likely to trigger more social con-
flict and insecurities. This only means setback in pursuing
our vision of a balanced and prosperous national urban sys-
tem. Therefore, judicious investment on urban infrastruc-
ture is crucial. This will also have positive ramification for
achieving national development goals—which among other
things include Millennium Development Goal like Water for
All by 2017, Sustainable Development Goals—which are
being formulated for the post MDG stage, and national de-
sire of graduating Nepal from a Least Developed Country
(LDC) to a Developing Country (DC) by 2022. Moreover, it is
only the prosperity of urban settlement which, by virtue of
being a transactive and transformative space for living, pro-
duction, consumption, recreation and innovation, can con-
tribute to the growth of other critical sectors namely
hydro-power, tourism and agriculture.

Investment on infrastructures increases productivity and liv-
ing standards. Improved infrastructures such as water sup-
ply, sanitation may increase labor productivity by mitigating
incidence of diseases. Improved road condition reduces the
transportation cost and manufacturing cost as well. Invest-
ment on infrastructure provides the economic stimulus for
the manufacturing sector and the creation of employment
opportunities. Urban areas with better infrastructure also
have better economic growth prospects. At present public
investment on urban infrastructures such as water supply,
sanitation, solid waste management, housing, and urban
roads amounts to only 1% of GDP while about 35% of GDP
is generated from the municipalities and about 30% come
from the VDCs that are in proximity to and serviced by these
municipalities. Only about 35% of GDP comes from the ag-
ricultural sector which dominates the rural hinterland.

Economic return of infrastructure investment is substantial
through direct income and capital gains. Although magnitude
of return may be affected by a host of factors such as overall
economic conditions and policies, political stability, work



environment and labor productivity, rate of return is found
to be 23% in the World Bank supported urban development
projects (1974-92). Similarly, financial rate of return of
investment on water and sanitation is found to be 9%, water
supply 6%, and sewerage 8%.

Tax income is mainly generated in the urban areas. According
to the economic survey of 2011-12, the total tax revenue
was 13.2 % of GDP, compared to total government expenditure
of 23.5 % of GDP. This reveals that more than half of the
government expenditure is raised through taxation—which
is mainly generated in urban areas. With increased
productivity and living standards resulting from increased
urban infrastructure investment, tax revenue is likely to
increase further.

Role of NUDS in graduation of Nepal from LDC to middle-
income country by 2030. The Graduation Plan (NPC 2014)
to transform Nepal to a Developing Country (DC) from LDC
by 2022 was a national aspiration of paramount importance.
Three vital criteria that determines this graduation includes
(i) Gross National Income (GNI), which needs to reach USD
1502 by 2021 (ii) Human Asset Index (HAI) measured among
others by percentage of nourished population and adult lit-
eracy rate, and iii) Economic Vulnerability Index (EVI) mea-
sured among others by access to international market, share
of agriculture in GDP and coping capacity to natural disas-
ters. The Plan notes that Nepal has already met EVI and is
likely to meet HAI by 2022. However, it lags behind attain-
ing the GNI threshold. Given the limited time and resources,
the national economy needs to grow at a formidable rate of
9.2%. This means need to bolster investment on strategic
and catalytic sectors to meet the graduation goal. The Plan
estimates the graduation cost to be around NPR 9,697 bil-
lion (USD 96 billion).

The newly embraced Nepal’s Sustainable Development Goals
(SDGs) (NPC, 2015) is embedded to the social aspirations
of MDGs (2000-2015) and economic aspirations of the
Graduation Plan. In its vision, SDGs aspires to transform
Nepal to “an inclusive, equitable, and prosperous middle-
income country by 2030 with the spirit of a welfare state”.
It aims to reduce all forms of poverty across the social groups,
class and geographical regions and promote human
development with low vulnerability and higher human security.
SDGs is primarily a strategic framework of national aspirations

reflected in thematic goals and targets—with a planning
horizon spanning for the next 15 years (2016-2030).
Altogether, there are 17 SDGs and 75 Nepal specific
operational targets. Among these targets, raising GNI per
capita to USD 2,500 by 2030 from USD 772 in 2015 is
the most pivotal one. It means that the implementation of
SDGs may require about double the cost of graduation plan.

It is in this backdrop that NUDS and its enforcement holds
enormous significance for guiding and accelerating the
urban sector investment and contributing to the graduation
goal. NUDS’s emphasis on phased provisioning and
improving quality of basic urban infrastructure services in
all urban centers including investment on high end social
and economic infrastructures especially in the large regional
cities and on high speed inter-urban connectivity that also
links hinterland is expected to provide an important
foundation to stimulate both the service and industrial
sectors—two important pillars of graduation goals. Indeed,
basic service is the fundamental input to the city’s
functioning and productivity. Only the productive places
based on efficient and accessible infrastructure services hold
greater potential to transform their comparative advantages
and become competitive.

Furthermore, ensuing strengthened governance and
capacities of local bodies including management of urban
land—with the enforcement of NUDS will have positive
ramification on improving both service delivery and creating
enabling environment for urban economic activities to thrive
on. Such competitive urban areas in turn can entice both
private as well as foreign investment and turn into engines
of growth. Therefore, investment on urban infrastructures
and enforcement of NUDS are major catalysts in the
graduation effort. NUDS has estimated investment
requirement of NRs 2,453 billion in basic infrastructures
by 2030 to achieve more improved conditions. It means an
urban infrastructure investment of NRs 980 billion by 2021—
which is a little above than 10 % of the total investment of
NRs 8,683 billion required in the service and industrial
sectors in the same period (NPC, 2014) for the Graduation
Plan to succeed. Thus, NUDS is expected to serve as a
critical instrument to complement the future graduation effort
of the country.



Existing urban landscape shows Central and Eastern
integrated system as matured and Mid and Far western
regions with maturing urban system. However, analysis of
existing condition of urban centres raises concerns over
the path of urbanization in Nepal. It underscores critical
issues that need to be addressed by NUDS. NUDS aims to
develop strategic vision for key urban sectors, establish
benchmarks and formulate strategies to help in addressing
the identified issues and attain the desirable condition.
NUDS is not limited to physical development, but aspires
to attain a qualitative vision for future cities that reflect
highest value of a society. Guided by five principles, namely
sustainability, inclusivity, resilience, green and efficient;
the strategies reflect and capture these values in the urban
development efforts.

However, designation of urban centres is in itself a critical
issue that needs to be institutionalized in a formal system
so that delineation is based on urban characteristics and
graduation rather than an ad-hoc political decision, for
which census town can be a way forward. Urban
development intends to achieve a balanced and prosperous
national and regional/provincial urban system that
strengthens economic and functional base of these urban

centres with strengthened inter-urban and urban-rural
linkages, establish effective and efficient infrastructure
delivery system and maintain ambient physical, natural
and social environment. NUDS thus has set milestones,
which also serve as development indicators, within each
thematic sectors and milestones that measure enhancement
of quality of urban life that encompasses urban
environment, quality of infrastructure, economic productivity
and social services.

NUDS also attempts to estimate investment required to
achieve the desirable conditions set in terms infrastructure
and service delivery. Investment is a key to achieve the
aspiration of intended urban system, which extends beyond
fulfilling existing infrastructure deficit, to positively attain
future demands of growing population and unleash the
development potential. The total estimated investment
required for all the municipalities, both old and new, by
2031 is staggering NRs. 2,453 billion. As it extends beyond
the capacity of the local body to meet the investment
requirement in projected period of 15 years, the possible
sources of funding has been identified as the central
government, municipality, community, private sector and
development partners, each with different share of
contribution.



Key Points

> National urban development strategy is formulated with a time horizon of 15
years.

To improve the urban system, strategies include strengthening urban-rural
linkages; upgrading inter and intra-provincial/regional road connectivity
standards; facilitating small towns in realizing their comparative advantages;

and creating infrastructure for “smart” towns in priority locations. Chapter 4
To upgrade urban infrastructure, the strategies seek to increase national

resource allocation on urban infrastructure development; promote private sector U R BAN
investment; orient strategic investment for shared infrastructure; and build

tional/local institutional ities for infrastructure devel t and i
:I;;\(,)::;,_ ocal institutional capacities for infrastructure development and service DEVELOPM ENT
Major strategies for improving urban environment include promotion of multi- STRATEG I ES AN D

hazard approach to deal with disasters and climate change; promotion of urban

agriculture; promotion of innovative art, architecture and culture in new urban ACTIVITI ES
areas; facilitation of community and civil society organizations.

Strategies related to urban economy are geared towards enhancing the

contribution of urban areas to the GDP and strengthening the economic base of

urban areas so as to cover aspects of economic development, investment and

finance.

Urban development strategies guided by five basic principles — sustainability,
inclusivity, resilience, green and efficiency. Diagram source: NUDS, 2017
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Urban development is the spatial manifestation of the process
of national and regional economic development. The
strategies pursued in the urban sector influence urban
development to the extent that they make an impact on the
spatial patterns of production, distribution and consumption.
It is in this context that the critical themes considered in the
development of the national urban strategy are urban
infrastructure, environment, economy,investment and finance,
and governance. The purpose of the strategy is to indicate
the desirable conditions within each theme, and the coor-

There are some common issues related to the urban system
that need to be addressed.

e Unbalanced (all urban area do not serve the surrounding
area, tier distribution issue) and fragmented (disintegrated)
national, provincial and regional urban systems

e Weak inter and intra-regional linkages particularly in the
mid-west and far west

Desirable Condition

dinated policy directions that need to be pursued to address
major issues and achieve the desirable conditions. While
this approach places emphasis on the physical planning
aspects, there is also an appreciation of the fact that an
urban area is not merely a physical construct, it is as much
a political, social and cultural construct. The physical space
by itself has no meaning unless it is comprehended in terms
of the political, social and cultural space it provides for the
dynamic articulation of the heritage, ideas and values of
society.

e Mobilizing regional resource potential for urban growth
(location specific niche agriculture potential, bio-diversity)

e Urban primacy and impending federal re-structuring

Indicators

Growth of provincial capitals and regional cities (with higher order socio-

economic functions: health, education, wholesale, manufacturing, etc.)

Quantity and degree of coordinated investment to unleash development potential

Strengthened national and sub- of a city

national (provincial and regional)

urban system goods and services

Sub-national (intra-provincial/regional and inter-provincial/regional) flow of

National and sub-national hierarchy of urban centres

Quality of connectivity standards (intra-provincialiregional and inter-provincial/

regional)

National and sub-national (provincial and regional) urban primacy

Strategies

S1. Identify and facilitate
higher level functions and
services in major regional
urban centres and future
provincial capitals.

S2. Plan, design and
promote unique identity of
cities in accordance with
endowed and built
development context and
potentials

Activities/Inputs

Identify gap in major regional urban centers and
provincial capitals with respect to the demand and supply
of higher order/specialized education and health
institutions.

Prioritize infrastructural investment through the
government and/or provide incentives to the private sector
to invest in the development of infrastructure and
institutions.

Prepare plans of cities in consistency with the identified
development potentials, and to increase the functional
complementarity among cities of region and province

Enhance infrastructure and economic competitiveness of
cities under "One City One Identity" concept.

Lead/Supportive Agency

MoUD, relevant federal and
provincial agencies, Private
sector

MoUD, MolC, Nepal
Investment Board,
FNCCI/CNI

MoUD, relevant federal and
provincial agencies, and
municipalities

MoUD, MoFALD, MoPIT,
MoLRM, MoWSS, MoF,
FNCCI



S6: Strengthen urban-rural linkage through identification
and mobilization of regional resource potential

S5: Facilitate intermediate and small towns to realize

their potential

S$3: Upgrade regional and inter-urban road connectivity

standard

S1: Indentify and facilitate higher level functions and
services in major regional urban centres

S7: Create infrastructure for smart cities/towns

Strategies

S3. Upgrade connectivity standards

S4.lmprove connectivity (Hulaki
Marga) and infrastructure standards
in southern Tarai towns like
Janakpur and Rajbiraj as the major
catalytic urban centres, to help
revive and realize comparative
advantages and potentials

S5. Facilitate intermediate and
small towns to realize their
comparative advantages and
potentials
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Activities/Inputs

Establish sub-national (intra-regional/provincial
and inter-regional/provincial) connectivity (road,
cable cars, water ways, etc.) standards and

prioritize investment in upgrading through district
(provincial), or central government

Establish digital connectivity standards and

prioritize investments to upgrade connectivity in
urban/rural corridors.

Identify, facilitate and support southern Tarai
town to identify their local comparative/
competitive advantages and develop local

economic development plans in participation with
the private sector in towns.

Facilitate and support small towns to identify
their local comparative/competitive advantages
and develop local economic development plans in
participation with the private sector.
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Lead/Supportive Agency

MoPIT/DoR, MoUD,
provincial/local bodies

Mol, Nepal Telecom,
Private service providers

MoUD, MoFALD, TDC,
Local bodies.

Local bodies, MoUD and
sectoral agencies in
participation with the
private sector



Strategies

S6.Strengthen urban-rural linkage

S7. Create infrastructure for “smart”
towns/cities (cost effective, efficient,
technology driven energy,
transportation, infrastructure and
information system)

S8. Promote environment, heritage
and tourism friendly economic
functions in the Kathmandu Valley
and de-concentrate  incompatible
functions outside the valley

S9. Integrate future provincial
capitals with the development of
national and sub-national urban
system.

Activities/Inputs

Identify resource potential of hinterland

Prioritize and invest on critical infrastructure to
realize the identified resource potential of the
hinterland.

Promote and facilitate rural-urban value chain

Develop the operational concept of “smart”
towns/cities and initiate phased implementation
in provincial capitals, ten mid-hill new towns,
and towns at strategic nodes along the east-west
highway, and major tourism potential areas to
prioritize the development of requisite
infrastructure and physical development plans.

Review, formulate, institutionalize and
operationalize the concept of Kathmandu valley
as one urban region

Develop priority areas of de-concentrating
specialized functions outside Kathmandu valley

Develop and operationalize
incentives/disincentives for de-concentration

Plan and prioritize infrastructure development in
proposed provincial capitals with focus on
strengthening intra-provincial linkages.

Each thematic area in urban infrastructure has specific issues.
But there are some common issues related to the infrastructure
sector as a whole that need to be addressed.

¢ Inadequate government investment on urban infrastructure
e Limited private sector investment on urban infrastructure

e Lack of system based periodic maintenance of

infrastructures
Desirable Condition

Basic quality infrastructure and service provision in

all urban areas

Lead/Supportive
Agency
LA: DDC/Sectoral
agencies (agriculture,
forestry, tourism,
industry, energy, etc.)

MoUD, DoR, sectoral
agencies and TDC

Sectoral agencies, DDC
and Municipality
MoUD in association
with relevant federal,
provincial agencies,
and private sectors

KVDA, MoUD, MoFALD

MoUD and KVDA in
association with
relevant agencies
MoUD and KVDA in
association with
relevant agencies

MoUD, proposed
provincial and local
bodies

e Lagging institutional coordination in infrastructure
planning and implementation; focus on individual settlement

rather than a regional view with multiple settlements
o Weak institutional capacity to deliver infrastructure services

¢ |nadequate infrastructure coverage and accessibility (in

all urban areas and for all economic classes)

Indicators

Urban Infrastructure Condition Index

Citizen Report Card



Strategies

S10. Increase national resource
allocation on urban infrastructure
development, maintenance and
service delivery

S11. Promote private sector
investment on both basic services and
higher order infrastructures

S12. Provide basic infrastructure
services in all urban areas —based on
appropriate norms and standards

S13. Make strategic investment on
higher order/shared infrastructures in
large urban region and corridor
through cluster city approach

S14. Facilitate integrated and
inclusive urban infrastructure planning
and development

S15. Build national/provincial/local
institutional capacities for
infrastructure development and
service delivery

S16. Ensure increased efficiency in
planning and implementation to
improve infrastructure investment
performance

Activities/Inputs

the
urban

Devise and operationalize
allocation of budgetary
infrastructure development

policies for
resources for

Provide incentives for the private sector for
investment on urban infrastructure

Define norms, standards and quality of basic
infrastructure and plan for provision in all urban
areas

Prepare design and implementation guidelines
and support local bodies to implement a pilot
project for underground duct system for laying of
all-purpose wiring, cables and pipes

Monitoring, updating and reporting the state of
basic infrastructure

Identify urban regions and corridors and city
clusters

Specify the nature of strategic investment in
higher order/shared infrastructure

Develop and prioritize the nature of higher
order/shared infrastructure and time-bound plan

Identify inclusive concerns in infrastructure
planning (by geographic locations, disadvantaged
groups/classes) and integrate in the planning
process

Review and map institutional capacities and gaps
in infrastructure and service delivery
Formulate proposals to fill in the gaps

Establish Urban Sector Efficiency Improvement
Unit (USEIU) at MoUD to guide implementation
of urban policy, plans, and programs

Operationalize Urban Planning and Development
Center (UPDC) at DUDBC to undertake project
planning, project preparation, and create project
bank

Prepare and institutionalize Guidelines for
Municipal Project Readiness

Increase national budget allocation for urban
infrastructure project planning and design to at
least 1.5 % of capital budget

Lead/Supportive Agency

NPC/MoF, MoUD

MoF with MoUD, FNCCI/CNI,

Nepal Investment Board

MoUD, local bodies and
relevant agencies

MoUD, local bodies and
relevant agencies

MoUD and relevant agencies

MoUD and local bodies

MoUD

MoUD/DUDBC

MoUD/DUDBC/Municipalities

NPC/MoF/MoUD/DUDBC



« Poor coverage of piped water with sub-standard water quality

» Waste water treatment plants not in place or not functional

Desirable Condition

Water Provisioning

Per capita consumption (100 Ipcd in urban ward, 65 Ipcd in
rural ward)

Access to piped water supply (100% in urban wards;
Community/ Neighborhood water supply system in rural
wards)

Water Security

Protected and sustainably managed fresh water sources

» HHs without toilet and sanitation facilities

Indicators

Per capita Consumption

% of HH with access to piped water supply in urban
ward
% of HH with access to public taps

Status of watershed -
deforestation, encroachment
All municipal building permit system tied to provision

extent of afforestation,

Promotion of rain water harvesting and recharge

Water Safety

Compliance of Nepal Water Standard

Sanitation

100 % HH having own toilet

Sewerage system where feasible and rest on-site treatment

Storm water drainage along black topped urban road

Strategies
Water Security

S17. Protect and manage fresh
water sources

S18. Institutionalize in-built rain

water harvesting in the building
permit system

S19.Institutionalize water
recharge provisions in public
spaces

Water Safety
S20. Strengthen system to
produce and deliver safe water

S21. Internalize regular
monitoring system to assure
Nepal Water Standard in place

S22. Build community water
storage facilities in place for
emergency purposes

of water harvesting

NDWQS monitoring

% HH with toilets

Activities/Inputs

Delineation of sources and legal basis for
protection and management of water sources

Building permit system for provision of rain water
harvesting at household and community level with
local incentives

Provide incentives to allow water recharge in
public spaces.

Identify and facilitate
locations for water recharge

ecologically strategic

Functional water treatment plants and monitoring
system in place
Water samples are regularly tested and rectified
where necessary

Public awareness and reporting system on water
quality from consumer in place

Plan and build community water storage facilities
for emergency purposes

Functional waste water treatment facility

Ratio of black topped with storm water drainage

Lead/Supporting agency

MoWSS with MoFSC

MoUD, MoWSS and
municipalities

MoWSS, MoUD, MoFSC
and municipalities

MoWSS

MoWSS and relevant
agencies

Local bodies



Strategies

Water Provisioning

S23. Augment investment in
increasing coverage and quantity of
water supply

S24.Facilitate and encourage private

Activities/Inputs

Tariff to be based on the depreciation,
operation and maintenance cost; also to cover
the cost of assets in case of loan components
Unbundling production and distribution of
water wherever feasible

Lead/Supporting agency

MoWSS and relevant
agencies

MoWSS and private sector

sector involvement in water supply Water purchase agreement
Sanitation

Link incentives - such as provision of
design/construction approval by the local
government — with building HH toilets.

Special cases — community toilets for landless
people

MoUD, MoWSS and
municipalities

S25. Enhance awareness and
incentives for building toilets

S26. Augment investment in
building waste water treatment
system

MoWSS, MoUD, local
bodies

Co-financing mechanism involving government
and beneficiaries and community participation

4.2.2 Solid Waste Management

Major Issues: e Lack of sustainable long term approach to solid

¢ Poor collection of solid waste and open dumping practice waste management

Desirable Condition Indicators

100% HH waste collection in urban areas (10 ppha) % of HH waste collected in municipalities

Sanitary landfill site provisioned by the municipality or
cluster of municipalities

Provision of sanitary landfill sites

3R (Reduce, Reuse, Recycle) system practiced in all System practiced.
municipalities
Proportion of potential waste reduced, reused and recycled

SWM Unit/ Capacity development in all municipalities Functional SWM Units in municipalities

Strategies
Solid waste collection

S27. Encourage community led waste
segregation and collection (entity/HH)

S28. Promote public-private partnership
in waste collection and management

Sanitary land fill Site

S29. Adopt sanitary landfill site as
transitional strategy to reach condition of
3R.

3R: Reduce, Reuse, Recycle

S30. Promote/mandate 3R at household
and community level.

Activities/Inputs

Encourage/facilitate segregation of waste at
HH level

Create model of waste reuse and recycle at
HH level that can be replicated

Identify feasible location for land-fill site

Construct model landfill sites that exemplify
standards for its operation and management
for three ecological regions.

Create full-fledged operating model of 3R
including composting at HH/community level

Lead/Supporting agency

Municipalities, ward level
committees/TLO

MoFALD (SWMTSC),
Municipalities, Civic groups,
private sector

MoFALD (SWMTSC), and
municipalities

MoFALD (SWMTSC),
Municipalities, TLO, WCF
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Strategies Activities/Inputs Lead/Supporting agency

S31. Incentivize private sector to reuse
and recycle waste through appropriate Establish institutional and legal basis for Municipalities, MoFALD
technology reuse, recycling (SWMTSC), private sector

SWM unit in municipalities

S32. Establish ~ dedicated and Municipalities with
capacitated SWM unit in all Establish SWM unit in all municipalities MoFALD (SWMTSC)
municipalities support

S33. Delineate institutional

Review existing framework and introduce

responsibility and accountability at
appropriate reforms.

central level with respect to SWM

MoUD, MoFALD

4.2.3 Transportation

Major Issues:

* Road density and standards not internalized in urban land Standards and quality of inter-urban connectivity
use planning not yet established.

® Sustainable urban public transport system not in place

Desirable condition Indicators

Intra-Urban

Adequate road infrastructure (7.5km/sg.km in core and Road density in urban core and expanding areas.
higher in urban expansion areas) % coverage of road per sq. km.

Provision of sustainable urban public transport services Population served by sustainable urban public transport
in cities with population more than 100,000. services

Inter- Urban

Average design and travel speed (connectivity to major

Provision of better quality inter-urban connectivity Ve 2

Lead/Supporting

Strategies Activities/Inputs
agency
Intra-Urban

Encourage land use based transport development in urban  MoUD and DoR
areas

S34. Integrate .Iand use and  Formulate supportive building by-laws in coherence with
transportation in town and 50 and city plans (high FAR near public transport route,

regional planning land use which generates/attracts more visitors and traffic Municipalities
in higher accessible locations) MoUD, MoPIT
Periodic monitoring of land use and transportation
interface
S35. Develop institutional Develop sectoral coordination mechanism between MoPIT,
mechanism and capacity to MoUD and MoFALD MoPIT, MoUD and
address issues related to MoFALD

urban transport and land use Build transportation orientation within MoUD

S36. Provide hierarchically Identify roads of different hierarchy based on traffic

balanced urban road volume/ridership within urban limits. DoR, DoLIDAR,
infrastructure in coordination Municipalities
with DoR and DoLIDAR. Expand/upgrade roads to meet the standards
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Strategies

S37. Promote sustainable urban public
transport

S38. Prepare transportation
management plan

Inter Urban

S39. Provide high speed inter-urban
infrastructure in prioritized regions

e |ack of affordable, adequate and safe housing (including

Activities/Inputs

Improve existing public transport through provision of high
capacity, people centric design

Review to empower institutional mechanism to regulate
public transportation

Conduct study and route planning for BRT, LRT and MRT in
SMC and/or Metropolitan city

Promotion of non-motorized transport and pedestrianization
through NMT guidelines and standards
(cycle tracks, walkways also for differently-able people)

Prepare local parking management planfor traffic
management and road safety

Conduct feasibility study of inter-urban transportation
infrastructure in prioritized regions and urban centres

Align inter-city transportation strategy (including proposed
railway) to promote urban development objectives

Regulate land use along inter-city trunk corridor to manage

ribbon development with service tracks and altemative
urban form.

economic weaker sections) in urban areas.

Desirable Condition

Housing that is:
i) affordable,

i) adequate and
iii) safe housing

Reduced/regulated informal settlements

Strategies
S40. Encourage private sector to
provide housing to the EWS
(economically weaker strata)

S41. Regulate standards of group
housings

S42. Promote innovative,
economic and environment
friendly buildings

Income and housing price ratio

floor area per capita
adoption of building codes

pop ulation

Indicators

Lead/Supporting agency
MoUD, DoTM

DoTM

DoTM, MoUD,
municipalities

MoUD, Municipalities

DoR, MoUD

MoUD, DoR, DoRailways

DoR, MoUD

e Increasing % of squatter settlements in urban areas

Number of squatter settlements, and % of squatter

Activities/Inputs Lead/Supporting agency

Review and develop relevant incentive and
facility package: land/infrastructure

MoUD, MoLRM and relevant

L . agencies
provisioning etc. to encourage private sectors
Review, update and monitor group housing MoUD/Municipalities, private
standards and regulations sector
Research for innovative, economic and
environment friendly building design
MoUD, loE/TU

Develop model and promote practices of
ecologically sensitive and vernacular
construction technology and building material



Strategies

S43. Discourage squatter
settlements and encroachment on
public land

S44. Promote People’s Housing
and encourage and facilitate co-
operative mechanism for the
production of housing for EWS.

S45. Encourage and facilitate
production of serviced land
through public-private/community
partnership

4.2.5 Energy
Major Issues

e Inadequate and unreliable energy supply for urban

needs.

Activities/Inputs

Facilitate private sector for affordable rental
housing through provision of incentives and
facilities

(Incentives: easier permit process, facilitation
in land consolidation, taxation abatement
Facilities: facilitating development and
access to infrastructure provisions such as
roads, utility lines, etc.

Prepare inventory and map of public land and
ensure its monitoring and protection

Create institutional and legal basis and
incentives for facilitating the cooperative
sector

Promote People’s Housing with livelihood
activities

Review existing policies, law and create
institutional and legal basis to facilitate and
encourage schemes such as land pooling
through community/private sectors

Desirable Condition

100% access to reliable power supply (electricity) for all

urban activities

Energy efficient building design and construction

Strategies

S46. Promote optimal use of solar

energy for all purposes

S47. Develop pricing mechanisms for

large institutions

S48. Promote passive design, and use
of energy efficient building materials

S49. Promote hydro-power

development that is oriented towards

urban centers

Lead/Supporting agency

Relevant government
agencies, MoUD

Municipalities, TDC, adjacent
VDCs and relevant agencies

MoCPA, MoUD

MoUD, municipalities, private
sector

e Inadequate energy efficiency and green energy

Indicators

% households with access to reliable power supply

including alternative energy sources

efficient design

Activities/Inputs
Develop incentives to promote solar
energy in urban areas

Establish mechanisms to sell/share
surplus power to the national grid

Implement differential pricing at peak
and lean hours for large institutions

Prepare models and guidelines, and
disseminate designs for energy efficient
construction for all ecological regions

Prioritize hydropower projects in
consideration of urban locations

Percent of new construction complying with energy

Lead/Supporting agency

MoE, Nepal Electricity

Authority (NEA)

MoE, NEA

MoUD, loE/TU

Ministry of Energy/NEA
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Urban environment encompasses not merely the built-up and natural environment is enhanced by the built-up
environment of urban areas but also the natural and socio- €nvironment determines the livability of an urban area.
cultural environment. The extent to which the socio-cultural

Desirable Condition Indicators

Citizen report card on the physical, socio-cultural and ecological,

Physically aesthetic, socio-culturally vibrant, inclusive, and clean and healthy aspects of urban areas
ecologically sensitive, and clean and healthy urban
environment Urban environmental indices (to be developed)

® |nternalization of safety and resilience issues in urban e Low level of resilience to different types of hazards

development and management , . . .
P g e L ack of information on climate change in urban areas of

e Building codes not in place or not enforced in all different ecological region
municipalities

Desirable condition Indicator

Urban areas with operating fire brigade, number and distribution of designated evacuation
areas and safe community shelters, water reservoir tank, enforcement of building code

Physically, socially, economically,  Data availability (hydrological data, water source, etc.) and early warning systems in place
environmentally and culturally

e il e e B, Numbers and distribution of community buildings like hospitals and schools

Operating guidelines that guide/prohibit location of settlements

Monitoring system that checks status of defined indicators

Lead/Supporting

Strategies Activities
agency
Prepare risk sensitive resource mapping identifying high risk
areas in all urban areas based on available information, and
existing building regulations
Develop rapid hazard appraisal technique to identify hazards
S50. Promote multi-hazard and prepare multi-hazard map of all urban areas
approach in dealing with disasters Incorporate disaster risk management component in urban MoU.D.and. _
including climate change development plans Municipalities

Generate information on climate change in urban areas of
different ecological regions
Formulate National Adaptation Plan (NAP) on urban
settlements and infrastructure
Local bodies

S51. Promote integrated safer Allow settlement and urban infrastructure development only in and MoUD

settlement safer locations having greater comparative advantages—while
excluding risk prone and environmentally sensitive areas

Integrate the complementarity between National Building
Code and Building Regulations

S52. Establish system of periodic  Conduct periodic review of building
review to strengthen building code/regulations/guidelines and planning by-laws
code, building regulations and Increase technical capacity of the local bodies to enforce Local bodies

guidelines and planning by-laws building code/regulations/guidelines and planning by-laws and MoUD

on the basis of lessons learnt with
mechanisms to enforce and
monitor them in all urban areas



Lead/Sup porting

Strategies Activities
agency
Prepare simplified building guidelines and planning by-
laws that can be understood at grass root level
Facilitate mandatory enforcement and periodic
monitoring of land use regulation, building
code/regulations/guidelines and planning by-laws in all
urban areas
Prepare guidelines for retrofitting private & public
. buildings and enhance technical capacity of
S53. Build back better after any municipalities to provide retrofitting services MoUD, MoFALD, and
disaster - - — : Municipalities
Provide technical support for safer building practices at
household level
Monitor structural and functional changesin the
buildings
Establish institutional framework and Standing
- Operating Procedures identifying key actors and their
S54. Establish institutional roles and responsibilities for and during any disaster MoUD
framework for DRM - - -
Develop adequate capacity, legislative base and
financing mechanisms for the institutional framework to
function immediately after any disaster
S55. Enhance preparedness and Develop capacity building tools and training programs MoUD, MoHA,
adaptive capacity of the Enhance human resource and institutional capacity of Municipalitiesand
government and local bodies the government and local bodies Relevant agencies
S56. Build awareness and Prepare awareness material, educative tools and MoUD, MoHA, Civic
capability of the community and infrastructure and capacity building tools for bodies, TLO, WCF,
civic bodies based on volunteerism communities and civic bodies and Municipalities

to reduce vulnerability Plan and implement appropriate periodic drills through

community organizations and civic bodies

Increased level of pollution and lack of control mechanisms
Desirable condition Indicator

Monitoring of pollution levels to comply with set

Improvement of urban environment in meeting existing
standards

set standards of air, water, noise and land pollution
Budget allocated to projects guided by UEMG

Strategy Activities/Inputs Lead/Supporting agency
Review, update and implement Urban Environment
S57. Comply with set Management Guideline (UEMG), 2011 and Planning Norms MoUD, MoST and
standards of pollution in all and Standards Municipalities
urban areas Facilitate and encourage local bodies to develop pilot projects

. : o Municipalities
at ward level to implement UEMG in all municipalities

Lack of integration of urban agriculture in urban land use planning and management concept.



Desirable condition Indicators

Agricultural land stock in urban areas

Urban Agriculture supplementing urban demand for
food, vegetable and horticultural products Percent of demand of vegetable and horticulture products met
from urban areas

Strategy Activities/Inputs Lead/Supporting agency

Review, update, implement Urban Environment
Management Guideline (UEMG), 2011 and Planning MoUD, MoAD and
S58. Promote urban agriculture  Norms and Standards focusing on urban agriculture Municipalities

for food, vegetable and
el predushs Urban agriculture as a strategic component within
municipal plan, with technical support from District

Agriculture Office (DAO)

Municipalities, DAO

Lack of integrated approach to promote and support urban
forest promotion and conservation program.

Desirable condition Indicator

Man agement, expansion and utilization of forest in

urban areas to improve urban environment and reduce Percentage of forest coverage in urban areas

hazards.

Strategy Activities/Inputs Lead/Supporting agency

Review, update, implement Urban Environment
Management Guideline (UEMG), 2011 and Planning

Norms and Standards focusing on urban forests

MoUD, MoFSC and
S59. Promote/maintain Municipalities

minimum forest cover in urban

areas
Identify suitable areas for promoting forest cover in -
Municipalities
urban areas
e Lack of standard definition and accounting of ‘open e Lack of municipal level information
spaces’

Desirable condition Indicator

Sl U fee iea 255 of Tl ait el e Inventory of government land and open space in urban areas

New urban area: 5% of land at ward level. Percentage of open space at ward level



Strategy Activities/Inputs Lead/Supporting agency
S60. Promote/maintain Review, update and implement Urban Environment MoUD and

minimum stipulated open space  Management Guideline (UEMG), 2011 and Planning Municipalities

in urban areas Norms and Standards

4.3.6 Urban Art, Architecture and Culture
Major Issue:
o Nurture, foster and/or induce art, architecture and culture as an important aspect of urban development

Desirable condition Indicators

Vibrant traditional art, architecture and culture in urban Number of tourists

areas. .
Number of cultural activities/events

Innovations in art, architecture and culture in new urban  Proportion of municipal budget spent on cultural

areas. activities/events

Strategies Activities Lead/Supporting agency

S61. Rehabilitate historical

Incorporate art, architecture and cultural
buildings preserving their traditional P HElLIB, B, Do, are

elements and perspective in building by-laws Aefimellfies
facade but with modern amenities G2 RIS

and land use.
and functions (with adaptive re-

use).

S62.Document and develop heritage i
; i i Develop urban regeneration programs based )
sites, routes, museums tied with } o ] Tourism Board, DoA, MoUD
. . on heritage value, that is tied with local L
local economy of historical areas, in ) o ) and municipalities
o ) economy, in a visitor friendly way.
visitor friendly way.

. ; Prepare guidelines to encourage innovations
S63. Promote innovation of art, ; ; ; -
; ; in art, architecture and culture in new urban  Municipalities, MoCTCA,
architecture and culture in new ) ; ;
areas that incorporates local and surrounding MoUD, Local artists
urban areas.
cultural/natural assets.

4.3.7 Community Organization and Youth:
Major Issues:
® Lack of community participation in urban development.

® Lack of youth participation in urban planning
® Inadequacy in urban development that addresses needs of

special groups

Desirable Condition Indicators

All urban wards with TLO, CBO, WCF Number of active TLO, CBO, WCF

% of youth in TLO, CBO, WCF
Youth participation in planning and community development activities.  Number of youth focused programs
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Strategies Activities Lead/Supporting agency

S64. Form actively engaged Prioritize formation of TLOs, in new municipalities.

. . T — — Municipalities, TLO,
TLO, CBO, WCF in all urban Update inventories in existing municipalities.

. . — — CBOs,WCF
wards. Review and implement existing guidelines.
S65. Support youth focused . . L Municipalities, TLO,
o Initiate design of youth focused activities

activities in urban development CBOs,WCF

S66. Address issues related to Review existing planning and GESI guidelines to
MoUD, MoFALD,

special groups in urban incorporate the participation of special groups o
Municipalities

development

e Lack of integration of urban security in urban planning
and management

Desirable Condition Indicator

Number of public spaces with surveillance mechanism

Safe and secure public spaces and neighborhoods Number and distribution of security alert mechanism at

neighborhood level

% of road length with street lighting

Strategy Activities Lead/Supporting agency
S67. Develop community ; ; MoHA, Municipalities
; ; Surveillance of the public spaces to ensure safety. o ;
security mechanisms and Policing agencies
S68. Practice ap propriate Prepare model public space and neighborhood
spatial design elements in incorporating appropriate design elements and initiate MoUD, IoE/TU

public space and neighborhood pilot projects.

® Limited urban health amenities
e In-equity in access to urban health services
e Less awareness on environmental health
Desirable Condition Indicator

. . Citizens' active participation in socio-economic activities
Good health of urban citizens and healthy living

environment of urban areas Citizen’s Report Card on the cleanliness and enjoy-ability of

public space



Strategy Activities Lead/Supporting agency

S70. Improve environment Establish institutional support mechanism for school MoUD/Municipalities

health conditions and community driven awareness program for developing
healthy urban settings

4.4 Urban Economy

Major Issues:

« Inability of municipalities in generating wealth and ¢ Sluggish rate of GDP growth in urban areas.
employment

« Increasing incidence of urban poverty.

Desirable Condition Indicators
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Strategies
S71. Facilitate formulation and
implementation of Local,
Regional and Provincial

Economic Development Plan

S72. Build competitiveness
based on local, regional and
provincial comparative

advantages

S73. Plan and implement
urban regeneration program in

historic core areas and the

disaster affected urban centers.

S74. Emphasize
mainstreaming of informal

urban economy

S75. Alleviate urban poverty

Activities/Inputs
Formulate Local, Regional and Provincial Economic
Development Plan for small towns, municipalities
and regions including entrepreneurship
development component in partnership with private
sector
Facilitate local/regional/provincial authorities to
identify local, regional and provincial comparative

advantages through supportive policies

Prioritize infrastructure development accordingly

Promote investment to trigger realization of
comparative advantages.
Formulate guidelines and basis for urban

regeneration

Promote public/private investment in urban
regeneration through incentive structures
Provisioning of space and time for specified

informal economic activities

Design capacity building trainings and orientation
programs for informal sector workers.
Identify socio-economic, spatial characteristics of

urban poor—through poverty profile and/or poverty

mapping

Implement targeted Community Development
Program (CDP) focused to urban poor prioritizing

program following focused group discussion

Pro-poor urban planning (housing, infrastructure,

transportation)

Lead/Supporting agency

Municipalities and private

sector supported by MoUD.

Municipalities, private sector

MoUD, relevant agencies

Municipalities, private sector

MoUD, Municipalities

Municipalities, private sector

Municipalities and informal

sector groups

Municipalities

MoCPA , MoUD, PAF,

municipalities



» Investment deficit for urban infrastructures (public and

private)

» Uncoordinated and dispersed investment
Desirable State

Strategic and adequate public investment on urban infrastructures
increasing to at least NPR 9,300 per person per annum within the next
15 years (2017-2031) from the present NPR 4,646.

Strategies

S76. Enhance coordinated
investment in urban areas involving
all sectoral agencies and layers of
government including the private

sector

S77. Make phased investment for
improving basic infrastructure

services in all municipalities

S78. Channelize guiding investment
for strategic urban infrastructure
projects in clustered urban regions

and urban corridors

S79: Optimize proportion of annual
budget of government agencies
including DUDBC, MoPIT, MoFALD,
KVDA, Municipality for urban
roads—while also ensuring
contribution of beneficiaries/
community

S80. Increase investment in urban
areas of mid and far west regions
and in under-developed regions of

southern tarai towns and inner-tarai

annum

Activities/ Inputs

Government approval for sustained urban

development investment as stipulated by NUDS

Develop and implement Urban Environment
Improvement Programs (UEIP) beginning with larger

regional cities and provincial capitals

Plan for strategic infrastructure projects for integrated
development of urban regions and corridors:
Kathmandu valley, Pokhara valley, Dang valley,
Udaypur and Lahan valleys, Chitawan-Ratnanagar
region,Biratnagar-Dharan, Birgunj-

Hetauda, Taulihawa-Siddharthanagar-Butuwal,
Nepalgunj-Kohalpur, Dhangadhi-Attariya-Bhimdatta
corridors, Sindhuli-Ramechhap-Dolakha-Lamosangu-
Panchkhal-Dhulikhel-Banepa-Panauti-Bhakundabesi-
Khurkot, Narayanghat-Mugling-Gajuri-Nuwakot-
Rasuwa corridors

Investment Plan on Urban Infrastructures is prepared/
updated, put into implementation, and monitored
continuously

Prepare Development Plan and prioritize investment
in Dang, Surkhet, Udaypur and Sindhuli valleys and
Janakpur, Lahan, Rajbiraj, Panchkhal, Dhulikhel and

Banepa Municipality regions.

e Lagging investment to the backward regions

Indicators

Government investment in urban
infrastructures measured in investment per

Lead/Supporting agency

MoF/NPC/provincial and

local bodies

MoUD, provincial
government, concerned

municipalities

MoUD, Nepal
Investment Board,
concerned

authorities/agencies

MoUD/DUDBC

MoUD, TDC, provincial

and local bodies



Strategies

S81. Prioritize investment in
strategic small towns, market
centers, border towns,
district/local administrative
centers and new towns for
promoting urban growth and
provision of services

S82: Prioritize demand driven
investment to urban areas

e |nter-Government Fiscal Transfer (IGFT) inadequate to

Activities/Inputs

Sustained implementation of the plans for 10 new towns
along the Mid-Hill Highway and for new towns along
Hulaki Road by incorporating “smart” city concepts

Identify and develop investment plans for strategic
towns along the east-west highway-rail link by
incorporating “smart” city concepts

Identification, planning for initiating investment in
strategic small towns and market centers incorporating
“smart” towns and model village concept

Earmark national urban development program that
channels investment based on demand and
competitiveness of local bodies

Prepare criteria for the selection of local bodies

Prepare guidelines for submission of local body proposal
including approval and implementation

match with expenditure assignments of local bodies readily available

e [ncreasing number of unfunded responsibilities at city/

town level

e |nadequate private sector participation in basic

infrastructure provision

Desirable Condition

Lead/Supporting agency
MoUD/DUDBC

MoUD, provincial and
local bodies

MoUD/DUDBC

e Access to loan and other form of debt financing not

e Revenue potential of municipalities/urban areas from

taxes and fees not realized and mobilized fully

Indicators

e Weak borrowing capacity of small municipalities/towns

% of Own Source Revenue (OSR) in total municipal revenue

IGFT as % of Expenditure Assignment to municipalities/urban

Self-reliant and financially solvent urban systems

Strategies

S83. Optimize IGFT by
government

areas

% increase of private sector invest ment

Activities/Inputs

Reduce conditional grants and limit it to large scale
projects

Optimize central transfers through unconditional grants

Devolve land transaction registration fee to urban areas

Streamline expenditure assignment to local bodies
governments/urban areas

Provide grant financing for basic infrastructure in new
municipalities/small towns/market centers or
municipalities that have no borrowing capacity.

Lead/Supporting agency

MoFALD/MoF



Strategies

S84. Enhance mobilization of
Own Source Revenues (OSR) of
urban areas

S85. Improve access of
municipalities to debt
financing through strong
financial intermediary

institution

S86. Mobilize

through alternative financing

investment

instruments including private

sector involvement

S87: Emphasize urban road
also as a social commodity as
much as an economic
commaodity

Activities/Inputs
Review and revise local body revenue mobilization rule
Formulate Local Revenue Administration Guideline to
expand the revenue base of the municipality
Conduct periodic review and re-delineation of municipal
boundaries (for enhanced resources base)
Institutionalize Revenue Improvement Action Plan- RIAP in
all municipalities/urban areas with monitoring system in
place ensuring full coverage of tax payers/tax base for
exclusive taxes (like Property tax/land tax, vacant land tax,
profession tax, entertainment tax, advertisement tax,
betterment tax), other non-taxes (like service fees,
registration fees, permit fee, licensing fee), value capture,
etc.
Internalize strong database system with ICT for revenue
management in urban areas

Prepare medium term budget framework for local bodies

Maintain current expenditure up to 25% of the total revenue

Enhance equity of TDF to make it strong financial

intermediary institution.

Prepare and implement common loan grant policy by GoN,
TDF, donors (ADB/AIIB/WB etc)

Initiate TDF financing to Authority/TDC that have borrowing

capacity

Prepare and internalize guidelines for financing methods

Select viable PPP projects from urban areas as pilot projects

and support municipalities/urban areas to implement them

Review prevalent loan and grant policy emphasizing urban
road as a social commodity

Lead/Supporting agency

MoFALD/LBFC
MoFALD/LBFC and

municipalities

MoFALD/MoUD

MoFALD/LBFC and

municipalities

MoFALD and

municipalities

Municipalities

TDF/MoF, MoUD

MoF, MoUD

MoF/TDF, MoUD

MoFALD/MoF

MoUD, municipalities

MoF/MoUD/TDF



® Coordination between MoUD (urban and regional planning
and development function) and MoFALD (governance
function)

* |Inadequate technical expertise and capacity at municipal
levels

® Fragmented character of urban space and mandates of

* Need to clarify role and functions of federal, provincial
and local levels

® Inadequate legal basis to manage and govern large urban
regions (valleys and corridors)

® Voluntary nature of cooperative planning; KVDA Act 1988
inadequate

® |nadequacy of Town Development Act 1988 to deal with

multiple agencies on urban infrastructures

® |ack of Physical Development and Planning Act

Desirable Condition

Efficient and Effective Governance Infrastructure and

Service delivery

Strategies

S88: Stress primarily “facilitating” role of federal
level and functions to include national and sectoral
policy preparation, coordination, regulation,
technical assistance, and planning and
implementation of strategic large-scale projects of
national and regional significance beyond province;
“coordinative” role of provincial level and functions to
include the province wide planning, coordination,
regulation, and implementation of project of
provincial and sub-regional significance benefiting
multiple local bodies, and “implementing” role of
local level and functions to include provisioning of
basic amenities and service delivery

S89: Strengthen the existence, role, and capacity of
MoUD to provide sustained technical support and
guidance to provincial and local bodies on urban
policies, planning, designing and implementation of
urban development and urban infrastructure
projects

S90: Empower MoUD to undertake integrated
strategic and large-scale urban infrastructure and
urban development projects

new towns

® Lack of umbrella Urban Development Authority Act

Indicator

Standards of Service Provision

Coordination mechanism between MoUD and MoFALD in

place

Minimum Conditions and Performance Measures (MCPM)

Activities/Inputs

Lead/Supporting

agency

Clarify roles in the government’s Public

administrative and legal documents and Procurement

guidelines Monitoring
Office (PPMO),
MoUD, and
provincial
government

Support provincial agencies to prepare,

coordinate, review, approve, and

implement provincial urban policies,

guidelines, development and growth

management plans according to national

policies, strategies, and plans MoUD,
provincial

Support local bodies to prepare and
implement physical, periodic, strategic
development plans according to national
and provincial policies, plans, and
improve infrastructure provisioning and
service delivery

Clarify role and mandate of MoUD in the
government’s Work Division Regulation
for integrated development of urban
transport, urban energy, urban housing,
urban water supply, urban sanitation,
sewerage, drainage, solid waste
management, urban land development.

agencies, and
municipalities

OPMCM/MoUD



Strategies

S91: Establish High Powered Coordination
and Monitoring Committee (HPCMC) at MoUD
to ensure inter-ministry coordination and joint
monitoring in the implementation of urban
sector policy, strategy and programs

S92. Empower municipalities to undertake
urban development programs and projects

S93. Make town plans as a basis for long term
development of urban areas

S94. Improve the current legal basis for
managing large urban region and corridor
consisting of multiple local bodies. As a
transitional measure, form High Powered
Committee and authorities

S95. Facilitate research based policies and
programs

S96. Devise Social accountability mechanism
between state and urban citizens to improve
service delivery

S97. Strengthen Town Development
Committee (TDC) to provide specific
legislative basis, coordination and monitoring
for developing New Towns and implementing
land development projects

S98. Form Special Purpose Vehicle (SPV) with
equity shares of municipalities to implement
upscale urban infrastructure projects

Activities/Inputs

Operationalize HPCMC

Strengthen the HPCMC with necessary budgetary
support

Support and facilitate municipalities in physical
development and town planning.

Build technical capacity of the municipality to
undertake development projects.

Broaden criteria and modify to make MCPM more
specific

Review existing plans and prepare plans for new
municipalities.

Ensure its approval and implementation

Review and undertake needed reforms

Prepare and enact Urban Development Authority
Act

Synchronize planning, development and
coordination between plans

Build institutional arrangement for urban research
in collaboration with the academic and private
organizations

Facilitate sharing of regional and international
knowledge and experiences in various aspects of
urban development

Support establishment of national urban research
institutes (think tanks) and data centre as
knowledge hub

Institutionalize citizen’s voices in state’s policy
and plan making, public hearing in project design,
public audit to monitor performance of program
and project, and social audit to measure impacts
of policy and plan

Assess and prepare Institutional and Human
Resource Development Plan of the selected
authorities and TDCs to implement New Town and
Land Pooling Projects

Pilot implementation of upscale project such as
Bus Rapid Transit (BRT) in the matured urban
region of Kathmandu

Lead/Supporting
agency
OPMCM/MoUD

MoUD, MoFALD,
municipalities

MoUD, MoFALD,
municipalities

MoUD with
relevant
stakeholders

MoUD,
universities and
NGOs working in
the sector,
development
partners

MoUD,
municipalities
with relevant
stakeholders

MoUD/DUDBC

MoUD/MoFALD/
MoPIT



® |nadequate land acquisition and compensation

mechanism

® Dominance of informality in urban land market

® Land fragmentation and public land encroachment

Desirable Condition

Efficient land acquisition system

Efficient compensation mechanism including serviced land

where feasible

and implementation

 Inadequate land use controls (bulk, density and usage)

« Inequitable benefit sharing from urban development

» Absence of urban land use policy

Indicators

Regularized/transparent utban land market and land use

system

Strategies
Land Acquisition

S99. Establish judicious valuation for
compensation of urban land

S100. Establish land price freezing
mechanism for specified period, once
the government shows intent to acquire
land and implement project

Land Market

S101. Establish and internalize Land
Information System (LIS)

S102. Establish land use control with
infrastructure and environmental
thresholds and standards

Time taken to complete acquisition cases

Availability of web-based Land Information System

Activities/Inputs

Prepare land valuation guidelines

Prepare and enforce relevant law and guidelines

Improve accuracy/reliability of land
measurement

Improve cadastral and land record system to
reflect urban dynamics

Facilitate private sectors in establishing web-
based information system of availability of land
parcels to sell and buy

Prepare and enforce infrastructure and
environment threshold and standards for land
use control

Revisit Environmental Protection Act (EPA) and
Environmental Protection Rules (EPR) to
address urban environment issues resulting from
particular land uses such as super markets,
party palace, workshops and factories, schools,
sports facilities, etc.

Prohibit incompatible land use

Lead/Supporting agency

MoLRM

MoLRM, District
Administration Office

MoLRM

MoLRM, local bodies

bodies,
and

MoLRM, local
private developers
builders

MoUD, municipalities

MoSTE, MoUD,
Municipalities, local
bodies



Strategies Activities/Inputs Lead/Supporting agency

S103. Build incentives /disincentives Formulate legal basis for regulating urban land use
for preserving critical agricultural to discourage agriculture land sub-division,
land fragmentation, and new development MoUD, MoLRM
Prepare policy guidelines and legal basis for

regulating minimum plot size in line with Land

Use Policy
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National urban development strategy is formulated with a
time horizon of 15 years. Strategies have been conceived to
achieve desirable condition in each major theme —
infrastructure, environment, economy and finance. Each
strategy is backed by a number of activities recommended
for each lead and supportive agencies within the different
levels of the government and the private sector.

For the urban system sector, the national objective is to
strengthen the national and sub-national urban system.
Strategies include — strengthening urban-rural linkages;
upgrading inter and intra-provincial/regional road connectivity
standards; facilitating higher level functions in major
provincial/regional urban centres; improving connectivity
infrastructure in key Tarai urban centres; facilitating small
towns in realizing their comparative advantages; creating
infrastructure for “smart” cities in priority locations; promoting
environment, heritage and tourism friendly economic
functions in the Kathmandu valley; and integrating future
provincial capitals in the national and sub-national (provincial
and regional) urban system.

For the infrastructure sector, the strategies seek to increase
national resource allocation on urban infrastructure
development; promote private sector investment on basic
services as well as higher order infrastructure; orient strategic
investment for shared infrastructure in urban regions through
a cluster city approach; and build national/local institutional
capacities for infrastructure development and service delivery.
Regarding Water Supply and Sanitation, minimum water
provisioning, water security, safety and sanitation coverage
are proposed. The strategies include protection and
management of fresh water sources; integration of rain water
harvesting within the building permit system;
institutionalizing water recharge provisions in public spaces;
strengthening system to produce and deliver safe water;
internalizing regular monitor system to assure water quality
standard; promotion of community water storage facilities;
facilitating private sector investment in water supply, and
augmenting investment in waste water treatment systems.

In terms of solid waste management, complete waste
collection coverage is proposed for urban areas. The strategies
include focus on community-led waste segregation and
collection; public-private partnership in waste collection and
management; adopting sanitary landfill sites as a transitional
strategy with the aim of promoting and mandating 3R (reduce,
reuse, recycle) at household/community level; and establishing
dedicated and capacitated SWM unit in all municipalities.
Furthermore, a broader perspective on urban transportation
is proposed. The strategies include integration of land use
and transportation in urban as well as regional planning
and development of related institutional mechanisms and
capacity; provision of hierarchically balanced urban road

infrastructure; promotion of sustainable urban public
transport; and preparation of comprehensive transport
management standards and plans for urban areas. In
prioritized regions the provision of high-speed inter-urban
transport infrastructure is also proposed.

Provision of affordable, adequate and safe housing is the
objective of the urban housing sector. Strategies include
facilitation of the private sector to provide housing to the
economically weaker sections; regularize standards of group
housing; and promotion of innovative, economic and
environment friendly buildings. Strategies to discourage
squatter settlement and encroachment, encourage
cooperative mechanisms for the production of housing for
the economically weaker sections, and facilitate the production
of serviced land through public-private/community
partnership have been proposed. Similarly, provision of
adequate, reliable, efficient and green energy is the major
objective in the energy sector. The strategies include
development of hydro-power projects in consideration of the
urban locations, promotion of the optimal use of solar energy,
promotion of passive design and energy efficient building
materials.

Urban environment incorporates natural as well as the socio-
cultural environment bringing in issues of urban safety,
resilience, culture, agriculture, forest as well as the problems
of land and environmental pollution. Major strategies include
compliance with set standards of pollution in urban areas;
promotion of multi-hazard approach to deal with disasters
and climate change; internalization of resilience perspective
in land use regulations, building codes and by-laws; and
enhancing awareness and preparedness to deal with disaster
risk and vulnerability at all levels of government as well as
local communities and civic bodies. Promotion of urban
agriculture; maintenance of minimum forest cover and
stipulated open space in urban areas; preservation of heritage
sites as well as museums tied with local economy in old urban
areas; promotion of innovative art, architecture and culture
in new urban areas; facilitation of community and civil society
organizations are among the other strategies proposed related
to the urban environment.

Strategies related to urban economy are geared towards
enhancing the contribution of urban areas to the GDP and
strengthening the economic base of urban areas so as to
cover aspects of economic development, investment and
finance. The strategies for economic development include
support in the formulation and implementation of local and



provincial/regional comparative advantages; promote urban
regeneration programmes in historic core areas; mainstream
informal urban economy and alleviation of urban poverty.
The investment strategy is based on the assumption that
national resource allocaion for urban infrastructure will be
increased to at least NRs 9,300 per person per annum.
Strategies include coordinated investment in urban areas
involving all sectoral agencies; phased investment for
improving basic infrastructure services in all municipalities;
focused investment for strategic infrastructure projects in
clustered urban regions and urban corridors; increased
investment in urban areas of mid and far west and
underdeveloped regions of inner Tarai and southern Tarai;
prioritized investment in strategic small towns, market centres,
administrative centres and new towns to provide basic services
and promote urban growth.

Creation of self-reliant and financially solvent urban areas is
the objective of strategies in urban finance. Major strategies
include the development of an optimized inter-governmental
fiscal transfer system; enhanced mobilization of own-source
revenue of municipalities; improved access to debt financing
through strong financial intermediary institutions; and

investment mobilization through alternative financing
instruments. In the area of urban governance, the objective
is to create an efficient and effective governance
infrastructure for urban management and service delivery.
Strategies include strengthening the role and capacity of
MoUD; inter-ministry coordination and joint monitoring; make
town plans as a basis for long-term development of urban
areas; improve the legal basis for managing large urban
regions and urban corridors; facilitate research based policies
and programmes; and institutionalize social accountability
mechanisms in urban governance.

Urban land management strategies are oriented towards the
development of an efficient land acquisition and
compensation mechanism, and regularization of the urban
land market. The strategies include creation of a judicious
land valuation and compensation mechanism; price freezing
upon the government’s intent to acquire land; establishment
of a land information system; land use controls through
infrastructure and environment thresholds; build incentives
for preserving critical agricultural land; provision of a legal
basis for urban/rural land classification with periodic revisions;
and implementation of large scale land pooling, land banking
and land swapping schemes.
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NUDS APPROVAL PROCESS

The inception of National Urban Development Strategy (NUDS) began in 2013. Although the draft report was prepared
in 2015, the urban scene of the country went through some major changes during the finalization phase of NUDS.
Hence, the cabinet approval process of NUDS in 2015 was halted. To accord the necessary changes, the document has
been revised and updated before its approval on 22nd January, 2017. A schematic diagram that explains the cabinet
approval process of NUDS is presented below.
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Ministry of Urban Development

Brief Introduction

Ministry of Urban Development was established on May 18, 2012 by the Government of Nepal. The ministry deals
with formulation, implementation, monitoring and evaluation of policies, plans and programs related to housing,
building construction and urban development. The ministry's vision is to have planned, clean and beautiful cities
with adequate infrastructure and amenities. Its mission includes developing clean and beautiful cities, affordable

housing and safe buildings.
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