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1. Sector Performance, Problems, and Opportunities 
 
1. Power generation gap. Bangladesh endures long power interruptions that cause 
substantial economic losses, estimated by the Government of Bangladesh to exceed 0.5% of 
gross domestic product per year. Many industrial and commercial establishments depend on 
expensive and inefficient captive power generation during power interruptions. At the same 
time, only 47% of the population has access to electricity. Power-generating capacity in 
Bangladesh has not kept pace with demand growth, and existing generating stations do not 
operate at maximum efficiency or availability. The government has embarked on a program of 
fast-track measures to develop power-generating capacity, including introducing rental power 
plants and developing new dual-fuel and coal-fired plants, which will add 5 gigawatts of 
capacity. 
 
2. Heavy reliance on gas for primary energy. As 85% of power-generating capacity is 
gas-fired, gas supply shortages have seriously affected power generation. Heavy dependence 
on gas as a single source of energy for generating power has made power supplies unreliable 
and weakened the country’s energy security. The government has initiated measures to 
diversify energy sources for power generation by using liquefied natural gas and imported coal 
and is encouraging dual-fuel power plants. Greater emphasis has been placed on developing 
renewable energy sources through private sector participation. The country has succeeded in 
negotiating cross-border electricity trade with India. In the long-run, a holistic approach to using 
indigenous energy resources including gas, coal, wind, and solar is needed to enhance diversity 
and energy security, as well as to ensure environmental sustainability, and is essential for 
developing the energy sector in Bangladesh. 
 
3. Sector restructuring is proceeding in stages. The corporatization of the Bangladesh 
Power Development Board (BPDB) has not been completed, and BPDB retains a major portion 
of generating capacity and some of the distribution network. Preferences accorded to BPDB 
make it difficult to have a level playing field for private sector investment. Although the power 
sector of Bangladesh was able to attract private sector investment in the middle of the 1990s, it 
has not been able to do so in the 2000s, until 2008. Private investment is imperative for rapidly 
expanding generating capacity to meet power requirements. Improving the enabling business 
environment, providing necessary incentives for the private sector, and conducting fair and 
reliable tender processes remain major challenges. 
 
4. Sector regulation. Sector regulation requires major reform. The responsibilities of the 
Bangladesh Energy Regulatory Commission are confined to tariff issues. Existing electricity 
tariffs are grossly inadequate for introducing alternative fuels such as liquefied natural gas and 
coal or for attracting private investors to the sector. Low tariffs have contributed to poor 
maintenance, causing power losses and frequent breakdowns. Cost recovery is key to the 
sustainability of the state-owned power companies. While an independent regulatory 
environment provides, in theory, for cost recovery, the government has tended to intervene in 
state-owned power companies to hold tariffs down. Ensuring that tariff reforms are politically 
feasible is another challenge. 

                                                 
1 This summary assessment is based on existing ADB knowledge products and government’s Sixth Five-Year Plan 
(footnote 2).   
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5. Natural gas. Gas field development and supply augmentation have not kept pace with 
demand growth. Petrobangla projections show a serious shortfall in gas supply from 2015. The 
problem is not only that reserves and infrastructure to supply gas are insufficient, but also that 
gas is allocated to sectors inefficiently. Coordinated investments are required in exploration, 
field development, and transmission and distribution. 
 
6. Gas distribution. The bulk of gas resources are currently allocated 54% to the power 
sector, 16% to industry, 14% to fertilizer production, and 12% to households. The potential 
social and environmental benefits of gas use in transport and homes have not been factored 
into the intersectoral allocation of gas. Only 7% of the urban households have access to gas. 
Subsidies provided in the household sector through pricing are not properly targeted. In addition 
to inappropriate pricing, the lack of systematic allocation among sectors has caused excess 
demand, gas shortages, and wasteful use. 
 
7. Gas subsidies. Subsidized gas prices and the resulting lack of private sector 
investment in gas field development has caused serious gas shortages. Low prices have also 
brought financial distress to companies in the sector. Securing public and political support for 
gas pricing reform is essential to the financial sustainability of the gas companies and to 
mobilizing private sector participation, but obtaining this has been a major challenge. 
 
8. Gas sector reform. More than half of present gas supplies are from international oil 
companies. State-owned gas companies have started divesting their shares, but corporatization 
is still incomplete and the state-owned gas companies are not fully autonomous. Enhancing the 
commercialization, autonomy, and financial sustainability of state-owned gas companies is 
needed to build a sound institutional foundation in the sector. Encouraging private participation 
downstream in the sector, such as in maintenance, metering, and billing, has yet to take place.  
 
9. Diversifying energy sources. Bangladesh’s heavy reliance on natural gas as its 
primary energy source brings energy insecurity. A holistic approach to utilizing the indigenous 
energy resources coal, wind, and solar in addition to gas will enhance diversity and energy 
security, maximize social benefits, and ensure environmental sustainability, making it essential 
for the development of the energy sector in Bangladesh. 
 

2. Government’s Sector Strategy 
 
10. In 1994, the government adopted the policy paper Power Sector Reforms in 
Bangladesh, which formed the basis for sector reform undertaken to date. The paper 
recommended establishing an independent regulator and emphasized attracting private sector 
participation in generation and distribution. Building on progress made, the government adopted 
its Power Sector Reform Road Map for 2006–2008, which identified a number of actions: (i) 
making the Bangladesh Energy Regulatory Commission fully functional as a power sector 
regulator; (ii) improving the transparency, corporate governance, and accountability of the 
sector entities; (iii) restructuring the BPDB to make it financially viable; (iv) further unbundling 
the sector by establishing several generation and distribution companies under the Companies 
Act; (v) introducing a more streamlined process for promoting private sector investment in 
power generation; and (vi) mobilizing financing from the domestic capital markets for financially 
viable power sector entities. 
 
11. Power sector reform has proceeded in the context of a broader government energy 
policy. The National Energy Policy, 2004 focused on (i) providing sustainable and balanced 



3 

energy supplies, (ii) promoting rational energy use, (iii) improving sector management and 
performance, (iv) increasing private sector participation and investment, (v) reducing regional 
disparities, and (vi) creating regional energy markets. 
 
12. The gas supply industry in Bangladesh was established on commercial principles and 
practices. The government policy has been to operate the public sector entities on a commercial 
basis with Petrobangla assuming a supervisory role over them. The main thrusts of the 
government’s gas policy are to (i) attract private investment from international oil companies to 
increase gas production, (ii) maintain and expand gas production in fields developed by state-
owned entities, (iii) expand the transmission network to evacuate gas from new fields to the 
demand centers and the western region, (iv) improve the operating efficiency of gas distribution 
companies, and (v) promote gas as a transport fuel. 
 
13. The government introduced its Gas Sector Reform Road Map in 2004. The road map 
emphasized providing sufficient incentives for private sector investment in gas production and 
distribution. The government further refined the road map in 2009 to provide more detailed 
measures toward improving sector policy, regulation, planning, and corporate governance. 
Measures were introduced to restructure state corporations, strengthen private sector 
participation, and build capacity in national gas companies to undertake exploration. 
 
14. The government has adopted a comprehensive energy development strategy as part of 
its Sixth Five-Year Plan, FY2011–FY2015.2 It includes measures to boost power supply and 
encourage demand management, emphasizing higher power generation, energy trade, and 
diversified primary energy sources. Under the plan, the government will try to exploit all forms of 
primary energy through public investment, public–private partnership, and purely private 
investment. Supply-side options are to be balanced by policies for demand management that 
conserve energy and discourage inefficient energy use. The plan signals the need to ensure 
proper pricing of power based on a review of good international practice. It indicates the 
possibility of establishing private electricity distribution companies. 
 

3. ADB Sector Experience and Assistance Program 
 
15. As Bangladesh’s lead development partner in the energy sector, ADB has provided 
support in seven broad thematic areas: (i) promoting a commercial orientation for power sector 
entities, (ii) promoting investments in power generation, (iii) removing transmission constraints, 
(iv) expanding access to electricity, (v) increasing gas production capacity and mobilizing 
investments to gas production, (vi) improving the gas transmission and distribution network, and 
(vii) improving the governance and regulatory framework. ADB has assisted the government in 
implementing all aspects of power sector reforms. In 2000, ADB's private sector operations 
successfully led the financing of the Meghnaghat Power Project, the first build–own–operate 
power project in the country.3 Under the country partnership strategy, 2006–2010,4 ADB 
continued its support for power sector reform and focused on improving governance sector wide 
and in key sector entities. ADB had intended to support private sector investment in power 
generation, but the lack of long-term fuel supply and irregularities in government tendering 
processes have tended to discourage high-quality sponsors until 2008. ADB's strategy for the 
                                                 
2  Government of Bangladesh, Planning Commission, Ministry of Planning. 2011. Sixth Five-Year Plan: FY2011–

FY2015. Dhaka. 
3  ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loans to AES 

Meghnaghat Limited and Proposed Partial Risk Guarantee for the Meghnaghat Power Project in the People’s 
Republic of Bangladesh. Manila. Loan 7165/1793-BAN, for US$ 140 million, approved on 5 December. 

4 ADB. 2005. Country Strategy and Program: Bangladesh, 2006–2010. Manila. 
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gas sector was to (i) support increased private sector investments in oil and gas, (ii) expand the 
gas transmission network, (iii) improve the operational performance of gas distribution 
companies, and (iv) encourage the economically optimal use of natural gas. Under the country 
partnership strategy, 2006–2010, ADB supported (i) the further commercialization of gas sector 
entities, (ii) developing gas markets in the western part of the country, and (iii) improving 
environmental sustainability by reducing loss and waste in gas production, distribution, and use.  
 
16. ADB's support in the energy sector will build on the progress made in power sector 
reforms and respond promptly to the growing power shortage. In the power sector, this will 
involve (i) support for policy, legal, and regulatory reform to create an enabling business 
environment for the private sector; (ii) implementing power transmission interconnections with 
India; (iii) investing in new power-generating facilities and rehabilitating old power plants for 
improved efficiency; (iv) increasing investment in clean energy such as wind and solar power 
through public–private partnership; and (v) strengthening the transmission network to 
accommodate expected additions to generating capacity. 
 
17. A project to improve power system efficiency, planned for 2011, will boost support for 
power generation using cleaner and more efficient generation technologies. Pilot initiatives in 
solar and wind power will be supported, together with assistance in mapping wind and solar 
resources. In 2013, ADB will support a regional power generation and transmission project that 
will include interventions to foster improved energy efficiency in major industries and support 
expanded power trade between Bangladesh and India.  
 
18. ADB will encourage the use of renewable energy and energy conservation in the private 
sector. Operations are planned to provide financing and assistance in project development for 
private infrastructure projects. Resources will be channeled through the government-owned 
Infrastructure Development Company to finance private power projects in renewable energy, 
energy conservation, and other off-grid operations. 
 
19. ADB's private sector operations will focus on infrastructure projects and financial 
services for the power and gas sectors. This could include investments in independent power 
producers fueled by gas; the dual fuels gas and heavy fuel oil; and renewable wind, solar, and 
biomass sources. Support for coal-fired independent power producers will be highly selective 
and limited to projects exhibiting first-class technology and fuel supply. ADB's private sector 
operations may support financing the planned liquefied natural gas terminal and the 
development of gas fields and associated facilities. The Private Sector Operations Department 
will explore supporting energy-efficiency projects, particularly in energy-intensive industries. 
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Sector Results Framework (Energy, 2011–2015) 
Country Sector Outcomes Country Sector Outputs ADB Sector Operations

Sector 
Outcomes with 
ADB 
Contribution 

Indicators 
with Targets 

and 
Baselines 

Sector 
Outputs with 

ADB 
Contribution 

Indicators with 
Incremental Targets 

(Baseline Zero) Planned and Ongoing ADB Interventions 
Main Outputs Expected from 

ADB Interventions 

 

Increased access 
to power supply 

 
Access to 
electricity 
increased from 
47% of 
households in 
2009 to 65% in 
2015  
 
Per capita 
consumption of 
electricity 
increased from 
170 kWh in 
2010 to 390 
kWh in 2015  

 
Power and gas 
infrastructure 
expanded, 
improved, and 
well managed  

 
Gas transmission 
company operating 
and maintaining gas 
compressor stations by 
2015 
 
Power generation 
companies handling 
public–private 
partnership contracting 
in-house by 2015 
 
Increase in gas 
supplies from existing 
Petrobangla-operated 
fields by 300 million 
cubic feet per day by 
2015 
 
Installed power-
generating capacity 
increasing by 8,506 
MW by 2015 
 
Cross-border power 
imports increasing 
from zero to 500 MW 
by 2015 
 
500 km of additional 
power-transmission 
lines constructed by 
2015 
 

(i) Planned key activity areas
Continuation of energy sector reforms  
Implementation of eastern border power transmission 
interconnection  
Efficiency improvement in thermal power plants  
Construction of key in-country gas and power 
transmission links 
Establishment of solar and wind power pilot projects 
Safety and supply improvement in gas fields 
(ii) Projects in pipeline  
Power System Efficiency Improvement Project ($300 
million) 
First and Second Energy Sector Improvement Project 
($185 million and $260 million, respectively) 
Clean Energy Project ($30 million) 
Regional Power Generation and Transmission Project 
($260 million) 
Bangladesh–India Electrical Grid Interconnection 
(additional financing: $20 million) 
First and Second Public–Private Infrastructure 
Development Facility Project ($135 million and $275 
million, respectively) 
(iii) Ongoing Projects 
Gas Transmission and Development Project ($413 
million) 
Natural Gas Access Improvement Project ($542 million)
Sustainable Power Sector Development Project ($680 
million) 

(i) Planned key activity areas 
Construction of 250 and 500 MW 
transmission links & substations 
Conversion of  two 120 MW 
peaking plants to combined-cycle 
power plants 
Construction of Dhanu–Elenga 
gas pipeline and 500 km of 400 
kV power transmission lines 
Rectifying all problematic wells in 
Titas gas field 
(ii) Projects in pipeline 
Replacement of Ashuganj 226 
MW power plant 
(iii) Ongoing projects 
Expansion of gas transmission 
line to western region; gas field 
safety improvement  
 Construction of two 150 MW 
peaking power plants at Sirajganj 
and Khulna 
 Construction of 400 kV 
Meghnaghat–Aminbazar 
transmission line and 132 kV 
transmission lines and 
substations in western and 
northwestern regions; 
augmentation of 230 kV 
transmission system in and 
around Dhaka 

km = kilometer, kV = kilovolt, kWh = kilowatt-hour, MW = megawatt. 
Source: Asian Development Bank. 


