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SECTOR OVERVIEW 
 
A. Background 
 
1. The gross domestic product of Bangladesh has grown at an annual average rate of 6.5% 
since 2010. Driven by manufacturing and services, the country’s economy grew by 7.3% in 2017, 
outpacing economic growth in India and Pakistan. This growth has led to an increased demand for 
electricity, transport, and telecommunication services, resulting in a widening infrastructure deficit 
as demand continues to exceed investment. Bangladesh has a population of 165 million, making 
it the world’s eighth-largest country. It is also one of the world’s weakest performing countries in 
terms of infrastructure, ranking 109th out of 140 countries.1 Bangladesh’s electrification rate has 
increased significantly—from 72% in 2015 to 91% in 20182—but per capita consumption remains 
relatively low, and access to electricity in rural areas continues to lag that in urban areas. Easing of 
infrastructure constraints, including in the energy sector, continues to be a core government priority, 
as demonstrated by the government’s Vision 2021 and its Seventh Five-Year Plan.3,4 
 
2. In line with the Bangladesh Country Partnership Strategy 2016–2020, ADB expects to 
contribute to two key outcomes: (i) an increase in access to electricity, from 72% of households in 
2015 to 96% by 2020; and (ii) an increase in per capita generation of electricity, from 371 kilowatt-
hours in 2015 to 514 kilowatt-hours by 2020 (an increase of about 40%). ADB also seeks to create 
conditions for greater private sector participation in Bangladesh and has supported private sector 
investment in power generation. This support is expected to continue, and additional opportunities 
are being explored in other areas, including with respect to renewable energy.5 
 
B. Policy and Regulatory Framework 
 
3. Sector structure. The main government entities involved in energy in Bangladesh are the 
Ministry of Power, Energy, and Mineral Resources (MPEMR); and the Bangladesh Power 
Development Board (BPDB). The MPEMR is responsible for policies and regulations related to: (i) 
power generation, transmission, and distribution from conventional and renewable sources; and (ii) 
import, distribution, exploration, extraction, and pricing of primary fuels in Bangladesh. The MPEMR 
has two divisions: the Power Division and the Energy and Mineral Resources Division. 
 
4. BPDB is the single largest entity in the energy (power) sector, owning 52% of generating 
capacity in October 2018,6 including generation by BPDB subsidiary companies: the Northwest 
Power Generation Company, the Ashuganj Power Station Company, the Electricity Generation 
Company Limited of Bangladesh, and the Rural Power Company. BPDB serves as the single buyer 
for all energy generated and supplies energy, in bulk, to distribution utilities. Independent power 
producers provide the balance of generation capacity, including short-term producers, as well as 
rental and/or quick rental power plants. 7  The Power Grid Company of Bangladesh is the 
transmission utility, owning and managing the transmission network and 132 kilovolt (kV), 230 kV, 
and 400 kV substations. In recent years, there has been a sustained drive to improve access to grid 
electricity in Bangladesh (para. 1). BPDB, subsidiaries of BPDB (Dhaka Power Distribution 

                                                
1 World Economic Forum. 2018. The Global Competitiveness Report, 2018. Geneva. 
2 Bangladesh Power Development Board. 2018. Annual Report 2017-18. Dhaka. 
3 Nagorik Committee 2006. 2007. Bangladesh Vision 2021. Dhaka: Centre for Policy Dialogue. 
4 Bangladesh Planning Commission. 2015. 7th Five Year Plan, FY2016 – FY2020. Dhaka. 
5 Asian Development Bank. 2016. Country Partnership Strategy: Bangladesh, 2016–2020. Manila. 
6 BPDB. Key Statistics. Present Installed Generation Capacity (MW) as on 28 October 2018.  
7 Rental power is a system that has been initiated and promoted by the government as an immediate measure to cope 

with the critical shortage of power. 
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Company, Dhaka Electricity Supply Company, and Western Zone Power Distribution Company), 
and the Rural Electrification Board supply power to urban and rural Bangladesh. 
 
5. Policies and regulations. The key policies and regulations governing the energy sector for 
private sector operators, including with respect to renewables, are as follows.  
 

(i) National Energy Policy. This policy-level framework specifies national directives 
covering the energy sector, from the development of indigenous resource supplies 
to tariff pricing for generation and transmission. 

(ii) Private Sector Power Generation Policy. This provides the core framework for 
private sector independent power producers to operate in Bangladesh. It outlines 
requirements and processes, including equity holding requirements, financing and 
security arrangements’ criteria for requests for proposal documents, tariff 
mechanisms, and other incentives for foreign investors. This policy specifies 
government obligations under project implementation agreements, power purchase 
agreements, and fuel supply agreements, when the government is a party to the 
contract. 

(iii) Power System Master Plan. In 2016, in recognition of the depletion of domestic 
gas reserves, the government extensively reviewed and updated the Power System 
Master Plan (PSMP) to provide an energy and power development strategy for 
Bangladesh until 2041. The comprehensive plan was interlinked with broader state-
level strategies (e.g., Vision 20418) and international agendas (e.g., the Sustainable 
Development Goals), and provides a roadmap to achieve these strategies. 
Specifically, the PSMP provides technical guidance to ministry-level entities 
regarding the application of relevant ministerial policies. The PSMP also includes 
projections for economic growth, energy supply and demand assumptions, reviews 
of all available forms of domestic and imported energy, and all other aspects of the 
energy value chain including legal frameworks, operations and maintenance, and 
financial performance. 

(iv) Renewable Energy Policy. In 2008, MPEMR’s Power Division provided 
appropriate incentives in the Renewable Energy Policy9 for Bangladesh to achieve 
its renewable energy targets. The policy stated that (a) all renewable energy 
equipment and related raw materials used to produce renewable energy equipment 
would be exempted from the 15% value added tax; (b) a micro-credit support system 
network would be established to provide financial support for purchases of 
renewable energy equipment (particularly in remote and rural areas); and (c) public 
and private sector renewable energy project investors would be exempted from 
corporate income tax for 5 years from the date of notification of the policy in the 
official gazette, to be extended periodically following an assessment of the impact of 
the tax exemption on renewable energy. 

 
C. Power and Solar Sectors 
 
6. Power demand and supply. From 1 July 2017 to 30 June 2018, maximum peak demand 
was 14,014 MW and maximum peak generation was 10,958 MW (footnote 2). Per the PSMP, 
demand for power is expected to reach 20,000 MW by 2025 and 30,000 MW by 2030, requiring 
generation capacity to be more than doubled to avoid power shortages and provide increased 
access to power.

                                                
8 Bangladesh Awami League. 2018. Election Manifesto 2018. Dhaka. 
9 Ministry of Power, Energy, and Mineral Resources. 2008. Renewable Energy Policy of Bangladesh. Dhaka. 

http://www.sdg.gov.bd/public/files/upload/5c324288063ba_2_Manifesto-2018en.pdf
https://www.iea.org/media/pams/bangladesh/Bangladesh_RenewableEnergyPolicy_2008.pdf
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7. Energy mix. Bangladesh has been one of the region’s top producers of natural gas. Gas 
recovered in Bangladesh is relatively pure. The chemical composition of domestic gas 
averages97% methane, with only trace amounts of sulfur.10 Previous national energy policies 
placed heavy emphasis on the use of natural gas, with almost 90% of power generation fueled by 
natural gas in 2010. This decreased to 57% in 2019, with increasing use of liquid fuels such as 
furnace oil and diesel. 
 

 
HFO = heavy fuel oil, HSD = high speed diesel. 
Source: Bangladesh Power Development Board. January 2019.  
 
 

8. Renewable energy. The government of Bangladesh is seeking to increase the share of 
renewables in the energy mix, with a target of meeting 10% of Bangladesh’s energy needs through 
renewable sources by 2021. Installed power generating capacity is 18,054 MW (excluding captive 
power plants), of which 3% is renewable energy. The majority of installed renewable power 
generating capacity comes from a single hydropower plant: the 230 MW Kaptai Hydropower Project 
developed in the 1960s. The second largest contributor is off-grid solar energy capacity. 
 
9. In many areas of Bangladesh wind speeds are too low for commercial viability because of 
the obstruction of the Himalayas to the north. However, recent data from the United States 
Department of Energy’s National Renewable Laboratory suggests that Bangladesh may have viable 
wind energy potential at a hub height of 140 meters to 160 meters.11 In particular, Bangladesh has 
a 724 km coastline along the Bay of Bengal; Kuakata, Sandwip, and St. Martin are among the areas 
that have wind energy potential. Most people living in these areas are fisherman, with little chance 
of being connected to the national power grid because of difficulties in running transmission lines to 
the area, making wind energy an ideal solution. Another alternative source of energy that has been 
considered is biodiesel, but the potential for biodiesel use is limited because biodiesel production 
uses land that could otherwise be used for agriculture.12  

                                                
10 S. Hossain et al. 2018. Future Prospect Analysis of Liquefied Petroleum Gas (LPG) and Liquefied Natural Gas (LNG) 

in Bangladesh: Economic and Technological Case Studies. Journal of Nature Science and Sustainable Technology. 
12 (3). 

11 M. Jacobson et al. 2018. Assessing the Wind Energy Potential in Bangladesh. National Renewable Energy 
Laboratory Technical Report NREL/TP-5000-71077. Washington, D.C. 

12 S. Khan. 2011. An Energy Saving Program for Bangladesh. Journal of Petroleum Technology and Alternative Fuels. 
2(6), pp. 86–94. 
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10. Solar energy is considered a viable renewable energy source for Bangladesh. Bangladesh 
receives considerable solar energy throughout the year: annual solar radiation is more than 1,900 
kilowatt-hours per square meter, with average daily solar radiation of 4–6.5 kilowatt-hours per 
square meter.13 Notably, demand curtailment for electricity in the form of load shedding occurs in 
rural areas during the peak summer months.14  
 
11. Land availability constraints for renewable projects. Land availability is one of the 
biggest challenges to developing utility-scale renewable energy projects in Bangladesh. Utility-scale 
solar or wind projects require considerable land (about 3.5–4.0 acres of land are required for about 
1 MW of solar energy, based on the solar irradiance of Bangladesh). Given Bangladesh’s high 
population density, the opportunity cost of land use is high in situations where land has alternative 
agricultural, commercial, and residential uses. Government-owned land on river islands and land in 
low-lying areas that floods seasonally is typically unsuitable for habitation, and is considered most 
suitable for utility-scale projects. 
 
12. Financial and project development challenges for renewable projects. The local 
banking sector in Bangladesh currently lacks the capacity to provide the long-term financing or the 
in-depth due diligence required for utility-scale renewable projects. The main source of local 
infrastructure financing is typically trade finance (such as letters of credit) and balance sheet 
corporate financing. There is also limited capacity for foreign currency financing in Bangladesh 
given the limited institutional investor base and insufficiently developed capital markets. 
 
13. Infrastructure development is also hindered by the lack of meaningful data on which to 
base economic decisions. Solar and wind resource datasets are typically from satellite-based 
models. Some ground-based measurements have been carried out in a few sites, and this has 
provided some information to project developers, but detailed feasibility studies are lacking, 
particularly for projects intended to be carried out on publicly owned land. 
 
14. On-grid and off-grid solar. The majority of installed solar power generating capacity is off-
grid, and resulted from the Solar Homes Systems (SHS) initiative, which began in January 2003. 
SHS was facilitated by the government-owned Infrastructure Development Company Limited. By 
May 2017, 4.12 million SHS systems had been installed, with a focus on areas where electrification 
and grid expansion were challenging. It is estimated that the SHS initiative reached approximately 
12% of the Bangladesh population.15 The MPEMR has planned to increase off-grid solar capacity 
to 500 MW through the 500 MW Solar Power Initiative.16  

                                                
13 K. Marzia et al., 2018. Key Factors of Solar Energy Progress in Bangladesh until 2017. Evergreen. 5(2), 78-85. 
14 The World Bank. 2018. Bangladesh Scaling-up Renewable Energy Project (P161869). 
15 A. Kumar et al. 2019. Solar energy for all? Understanding the successes and shortfalls through a critical comparative 

assessment of Bangladesh, Brazil, India, Mozambique, Sri Lanka and South Africa. Energy Research & Social 
Science. 48: 166–176. 

16 Enerdata. 2019. Bangladesh Country Energy Report.  

http://documents.worldbank.org/curated/en/755101539349793732/pdf/Project-Information-Document-Integrated-Safeguards-Data-Sheet-Bangladesh-Scaling-up-Renewable-Energy-Project-P161869.pdf
https://estore.enerdata.net/energy-market/bangladesh-energy-report-and-data.html

