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Abstract:  

Green development ensures the socioeconomic development that incorporates environmental 

issues while remaining economically viable for owners and tenants. Government as the authority 

of the state should provide favorable incentives, policy and regulatory pressure for green 

development. The present study aims to investigate the government policies and regulations for 

green development in Bangladesh and make a critical discussion of the initiatives. The study is 

descriptive in nature and collects secondary information. Evidence suggests that environmental 

degradation and climate change related risks and vulnerabilities have intensified in Bangladesh. 

The government of Bangladesh (GOB) is concerned about green development and formulates 

various Acts, regulations and policy initiatives since 2010. Major green development initiatives 

observed in the financial institutions due to the mandatory requirements by Bangladesh Bank but 

green bond and green insurance in capital market are yet to be developed. The GOB required 

taking proper policy initiatives for the garments and leather industries to ensure pollution free 

production system which ensures green trade initiatives. The environmental taxes and ecological 

compensation mechanisms should be revised. Urban green space and Government green 

procurement are still less concerning matter. The GOB should make effective collaboration with 

all related stakeholders to ensure the green development.   
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Introduction:  

 

Green development is a holistic approach of ensuring economic and social development 

considering the environmental impacts. It promotes the mechanisms for energy saving, pollution 

reduction, recycling the waste, innovate green products, efficient use of resources, and 

environmental management (Huang, et al. 2019). Government, as the authority of the state 

provides favourable incentives (Paramati et al. 2016) and regulatory pressures (Berrone et al. 
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2013) for green development. Hafezalkotob et al. (2016) emphasized on policies to encourage 

green production and effective supply chains for green development. The government green 

policy initiatives reduce negative impacts and ensure societal harmony due to development 

(Anand and Gaur 2019). These initiatives also create positive emotions and supportive responses 

among the public towards government (Gaur and Kumar 2018). Moreover, government spends 

and support the green initiatives to protect the environment (Chen and Chai 2010). Mohanty 

(2012) addressed green development as carbon emission reduction mechanism to achieve 

sustainable development through green growth.  

 

The government subsidies and taxation rebate initiatives create positive influence on total 

investment efficiency. These initiatives also show significant impacts on firms and ownership 

levels. The government policy instruments can attract attention in society and academia for 

environmental conservation activities (Nesshöver et al. 2016). There are some policy initiatives 

for environmental conservation such as, regulatory instruments, fiscal transfer schemes, 

economic instruments, and distributing public money (Droste et al. 2017). Fiscal transfer and 

finance mechanism for biodiversity conservation have been considered as meaningful 

environmental fiscal policies in the world (OECD 2013). Some EU countries have adopted 

several policy initiatives to reduce carbon emission for ensuring sustainable development. The 

important policy initiatives include carbon tax on electricity to reduce emission from power 

plants, energy efficiency through reduction of emission, subsidy to renewable energy, and reduce 

energy demands (Srivastava and Kumar 2014).  

 

Government green initiatives promote the projects to provide funding in low carbon economy 

(Toyin and Toyin 2019). Green initiatives can reduce the extraction of carbon emission and 

pollution in the country (Franks et al. 2015). Moreover, green initiatives explore opportunities 

for green finance in sustainable innovation and green investment (Falcone and Sica 2019). Pigato 

et al. (2018) revealed that government green initiatives support the green finance to mitigate 

climate change related negative impacts and generate funding for green investment in developing 

countries. The major challenges for implementation of green projects are- lack of legal and 

regulatory framework, accessible financing, and supports of financial institutions. Financial 

institutions appear that investment risks are involved in green projects rather than conventional 

projects (Yoshino and Taghizadeh-Hesary 2018). Verma and Gayithri (2018) pointed that 

government environmental fiscal instrument classified by subsidies and taxes. The subsidies are 

environmental subsidy and environmental tax expenditure. On the other hand, environmental 

taxes or charges are energy taxes, transport taxes, resources taxes, and pollution taxes. 

 

Bangladesh is one of the vulnerable countries in the world due to climate change related negative 

impacts. The natural disasters like cyclone, excessive rain, floods, droughts, river erosion are 

hampering the life of people and economy almost every year. In this case, green fiscal initiatives 

are essential for the country in order to mitigate the climate change impacts and reduce the 

negative impacts of natural disasters for ensuring sustainable livelihood of people as well as 

sustainable development (Voumik and Shah 2014). Government of Bangladesh (GOB) already 

concerned about green development. Various ministries, divisions and regulatory boards 

including Bangladesh Bank (BB) formulate several acts, regulations and policy initiatives in this 

aspect. The aim of this study is to investigate the government policies and regulations for green 

development of Bangladesh and make a critical discussion of the initiatives. 
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Conceptual Framework: 

Hu et al. (2018) addressed that green development requires green restructuring of resource use, 

green production process, and ensure mutual benefits between nature and human. The main 

aspects of green development are- optimize ecological space, build climate adaptive, 

environment-friendly and resource-saving society, and protect natural ecosystem. The 

mentionable initiatives for green development are green credit, green banking, environmental 

compensation mechanism, environmental tax, green trade, government green procurement, green 

insurance and green securities, urban green spaces, and green innovation (Figure 1).   

 

Green credit: It is a regulatory tool initiated to provide credit scheme to green projects on 

preferential terms. This green financial instrument is potential for the bank, their stakeholders 

and other financial sector as well as meets the social and environmental challenges of society. 

The related policies and procedures have been used by banks and financial institutions to 

promote green credits through the assessment of environmental impact. There are several 

initiatives/guidelines implemented in China for green credit such as availability of information, 

develop necessary tools, capacity building and partnerships, clarify the policies, promote 

incentives, and enable domestic environment (Aizawa and Yang 2010). The green credit has 

three components- enhance management of environmental performance of commercial banks, 

sharing environmental information between financial sector and environmental authority, and 

liabilities for properly following the policy.    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Some mentionable initiatives for green development 
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Green Banking: Green banking is a subset of sustainable banking which ensure environmental 

and social well-beings (Dufays 2012). The aim of this banking is encouraging social and 

environmental responsibility through ensuring better banking services (Bihari 2011). Green 

banking is promoting environment friendly technologies and green credit in business sector 

(Furrer et al. 2012).   

 

Environmental tax: The attempt of environmental tax is to impose duty based on pollution levels 

for different products and industries. These tax initiatives ensure green development through 

environment friendly production (Verma and Gayithri 2018).  

 

Ecological compensation mechanism: Ecological compensation mechanism calculates 

environmental reparation based on water quality and pollution extract due to production. 

Ecological compensation is imposing to protect the natural resources in an area. Government 

promotes environment compensation through environmental regulations, ecological investment, 

ecological innovations which contributes for green development (Acemoglu et al. 2016; Chen 

and Nie 2016).  

 

Green trade: Green trade emphasize on environmental impact on production, domestic trade and 

exports. In this case, pollution and environmental risks consider for rebates in export and revise 

the policies for trade. Gerlach and Zheng (2018) pointed that effective government policies and 

incentive management can ensure green production and business activities.   

 

Government green procurement: Government gives emphasize to procure the products with 

environment labels. In this case, government develop the procurement requirements and set up 

necessary regulations in the policies. Government green procurement consider as climate change 

intervention in procurement to reduce greenhouse gas (GHG) emissions. This is related to 

purchase goods and services to consider the negative impacts on the environment due to climate 

change (Agyepong and Nhamo 2017).    

 

Green insurance: Green insurance system develops guidelines for the enterprises that use, store, 

produce, transport, and dispose hazardous chemicals for commercial purposes. Wang et al. 

(2017) addressed that government can encourage the business enterprises for environment 

friendly innovation through green insurance.   

 

Green securities: This system follows the mandatory requirements on environmental 

performance for pollution to launch initial public offering (IPO). In this case, the companies take 

environmental performance approval from the related authorities. The listed companies also have 

obligation to disclose their environmental performance publicly (CSRC 2008).   

 

Urban green space: Urban green space is a development and infrastructure technique in urban 

area for affordability, environmental and economic well-beings. Matthews et al. (2015) 

addressed that green space concept related to green infrastructure through ensure business 

oriented approaches. Urban green spaces provide environmental benefits through their effects on 

negating urban heat, offsetting greenhouse gas emissions, and attenuating storm water (Lee et al. 

2015). Again, Mell (2017) proposed ‘green infrastructure’ as landscape approach for design and 

planning of infrastructure in urban areas. It ensures ecological balance of urban green spaces 
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(Tzoulas et al. 2007), and integrated approaches among the related stakeholders (Lennon et al. 

2017).   

  

Green innovation: The green innovation management has been emphasized to practitioners and 

academia for the last several years (Schiederig et al. 2012). Government influences green 

innovation in a country for better environmental performance (Lewis 2012). Moreover, Kim and 

Park (2016) addressed that green innovation reduces carbon emissions and leads to financial 

development.  

 

 

Methodology: 

 

The study is descriptive in nature that provides policy analysis. It has developed a theoretical 

framework for green development in Bangladesh with relevant green initiatives. Secondary 

sources of information such as policies, regulations and plans of relevant ministries and 

government agencies of Bangladesh has been consulted and discussed. Moreover, the study 

reviewed research articles, documents and policy briefs to identify the potential government 

initiatives for green development in Bangladesh.  

 

Results and Discussion: 

The Government of Bangladesh (GOB) has emphasized the green development to reduce the 

negative impacts of climate change and promote a pollution free development in the country. 

The GOB has established the Bangladesh Climate Change Resilience Fund (BCCRF) in May, 

2010 under signing a Memorandum of Understanding (MoU) with the World Bank and other 

development partners. Moreover, the GOB has established another fund namely ‘Bangladesh 

Climate Change Trust Fund (BCCTF)’ based on the allocation from national budget and under 

the legal mandate by the Parliament in 2010 (Hossain, 2019). Figure 2 highlights the GOB 

allocation to the Bangladesh Climate Change Trust Fund for the different fiscal year.  

 

 
 

Figure 2: Government allocation to the Bangladesh Climate Change Trust Fund 

Source: BCCTF 2017 

As visualized in Figure 2, the allocation to the Bangladesh Climate Change Fund (BCCTF) is the 

highest at the early stage of the fund development in 2011-12 fiscal year that gradually 
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decreased. Because of separate policy undertaken by various ministries and other regulatory 

agencies with separate budget allocation following government initiatives, government allocation 

to the BCCTF need to be reduced.  

Table 1 addresses the supportive initiatives of different government institutions in Bangladesh 

for green development. Bangladesh Bank (BB) is the controlling and regulating government 

authority for the commercial and specialized banks. The SREDA is working for promoting 

sustainable energy uses in the country. The Planning Commission is playing pioneer role for 

adopting and formulating policies for green development. Moreover, Finance Division and 

Economic Relations Division (ERD) are the authorizing bodies for supporting in fiscal policies, 

incentives and securing green finance for socioeconomic development in the country.   

 

Table 1: Role of government institutions for green development in Bangladesh 
 

Institutions  Initiatives 

Bangladesh Bank Policy formulation and governance, introduction of green finance, 

supporting employee training, consumer awareness, and green events 

Sustainable and Renewable 

Energy Development 

Authority (SREDA) 

maintain coordination among the various organizations working on 

green technologies, capacity building in terms of manpower, logistics, 

and funds  

Planning Commission  Inter-sectoral coordination among the related ministries, allocation of 

resources towards implementation. 

Finance Division  Preparing, analyzing, and implementing fiscal policies, budgets-

functions, allocate fiscal incentives.  

Economic Relations 

Division (ERD)  

External support for the socioeconomic development, securing green 

finance from international sources. 

Sources: Shakil et al. 2014 

 

 

Bangladesh Bank, the central bank of the country has instructed the banks and financial 

institutions of the country for green banking and green credit through policy guidelines. The BB 

has formed ‘Climate Risk Fund’ to promote the green initiatives for the banks and financial 

institutions. The banks and financial institutions allocate at least 10% of their corporate social 

responsibility (CSR) budget to the climate fund. In 2016, the banks and financial institutions 

allocated a total amount of Tk.376, 078.12 million in ‘Climate Risk Fund’ and disbursed Tk. 

503.2 billion as green finance (Bangladesh Bank 2016). The BB also encourages the banks and 

financial institutions for financing the green projects to ensure sustainable development in the 

country. Moreover, Bangladesh Bank has fixed 5% mandatory credit quota for green finance out 

of the total loan disbursement of banks and financial institutions in 2016 (Hossain 2019).  

 

The BB has formulated several policy guidelines for promoting green banking in the country. 

Firstly, BB has taken initiatives to formulate the necessary policies for in-house environmental 

performances and promote green banking by 2011. Secondly, BB motivated the banks and 

financial institutions to disclose their environmental activities and performances in websites and 

annual reports by the year of 2012. Thirdly, BB has required for the banks to publish sustainable 

annual report with maintain the international standard by the year of 2013. Moreover, the 

commercial banks are practicing several green initiatives through the instructions of BB such as 
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green governance, paperless banking, install of solar energy in branches, promote green credit, 

green financing, and report on green banking activities (Ullah 2014).  

 

 
*Calculated from quarterly report of Bangladesh Bank during October-December in each year 

 

Figure 3: Amount of green finance in Bangladesh  

 Source: Rana and Siddique 2019 

 

Figure 3 illustrates an increasing trend for the amount of green finance in Bangladesh. The 

amount for the year 2018 is seems to be the lowest as it has been partially calculated from the 

observed data.  

 

Bangladesh is one of the lowest performed countries in the world for environmental 

performance. According to the latest report of environmental performance index (EPI) 2020 by 

the Yale and Columbia universities in the United States, the country has ranked 162nd out of 180 

countries that evaluates the condition of environmental health and vitality of their ecosystems. 

There are several initiatives like environmental taxes and ecological compensation mechanisms 

have been taken by the GOB for green development in the country. The GOB has contributed 

7% of public expenditure for green growth activities in the country (Macgregor et al. 2016). The 

GOB has also proposed 1% ‘green tax’ as ‘Environmental Protection Surcharge’ during the 

budget of 2014-2015 fiscal year for the factories who produce pollution in dangerous levels. This 

green tax influences the garment factories to set up waste treatment facilities and the brick 

factories for environment friendly production (Keane 2014).   
 

Table 2: Environmental taxes in Bangladesh 
 

Taxation System  Initiatives  

Fossil fuel use The tax rate for selling price on fossil fuel- petrol (12.9%), diesel 

(10.2%), kerosene (10.2%), and fuel oil (15.7%) 

Industrial air pollution Take initiatives to reduce air pollution focus on the transport sector and 

the brick manufacturing 

Industrial water pollution The GOB has restricted the production and use of polyethylene 

shopping bags and make mandatory to set up Effluent Treatment Plants 

(ETPs) for industries to prevent waste discharge to water bodies  
 

Sources: Ahmed 2018 
 

Government also taking initiatives to facilitate the possibility of green bond facilities in capital 

market of the country. The World Bank and the BB have conducted a study on green bond 
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development in Bangladesh during 2019. The study identified seven government bodies as 

policy and regulatory actors for green bond development in the country. The actors are the 

Ministry of Finance, BB, SREDA, the Bangladesh Securities and Exchange Commission 

(BSEC), the Insurance Development and Regulatory Authority (IDRA), the National Board of 

Revenue and the Dhaka and Chittagong Stock Exchanges. The proposed issuers of green bond 

are 59 scheduled banks, 34 non-banking financial institutions, and Finance Division (Ministry of 

Finance). The investors of green bond are pension funds, insurance companies, scheduled banks, 

international investors, large corporates, asset managers, and non-banking financial institutions 

(WB & BB 2019). 

  

The practices of green insurance are limited in Bangladesh than other South Asian countries. The 

GOB has prioritized to promote agricultural insurance as green insurance initiatives. 

Agricultureal insurance can be used as mitigation strategy to transfer climate risk away from the 

farmers. There are some insurance products on livestock, flood, and crops have offered in the 

country to mitigate climate change related negative impacts. Again, two weather index-based 

insurance initiatives have launched recently in Bangladesh. One initiative is led by government-

owned insurance company named Sadharan Bima Corporation and another initiative is led by 

private insurance company named Green Delta Insurance Company. Moreover, the World Bank 

has identified four potential types of agricultural insurances in Bangladesh through consultation 

with the GOB. The potential agricultural insurance are dairy cattle insurance, aquaculture 

insurance, crop insurance, and insurance for climate vulnerable people (World Bank Group 

2018). 

  

Readymade garments (RMG) and leather industries are two main export earning sectors in 

Bangladesh. The RMG sector contributes about 6% to the Gross Domestic Product (GDP) of 

Bangladesh and around 4.4 million workers are engaged in this industry (Reza et al., 2017). On 

the other hand, lather industry is the second largest export earning sector of Bangladesh after 

RMG. Bangladesh has exported USD 1.13 billion of leather and leather goods in 2015-2016 

fiscal year (Paul et al. 2013). Environmental degradation is a big problem for RMG and leather 

industries for disposal of solid and liquid waste in the nearby water bodies.  

 

The GOB has emphasized on green production practices in RMG and leather industries to 

promote green trade in the country. The BB has set two hundred million dollars green fund 

namely ‘Green Transformation Fund’ to provide low-cost loans for green productions in RMG 

and leather industries along with others other export oriented industries. The low-cost loans will 

be distributed to support the green practices in the industries like waste management, water 

conservation, energy efficiency, renewable energy, resources efficiency, and recycling activities 

(Reza et al. 2017). 

 

The GOB has played an important role through polices formulation and implementation of 

strategies for ensuring urban green space in the country (Swapan and Khan 2018). The GOB give 

special consideration to make Dhaka, capital of the country as inclusive livable city through 

emphasize on urban green spaces and green infrastructure (Byomkesh et al. 2012 ). The GOB 

give prioritize on policy attention of two ways for urban green spaces namely eco-aesthetic 

beautification (Matthews et al. 2015) and urban informal settlements for migrants (Gopal and 

Nagendra 2014). The RAJUK, capital development authority of Bangladesh has prepared 
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Dhaka’s overall development master plan for the year 2035 including green spaces, 

beautification opportunities, and green infrastructure (Hasan 2017).  

 

The GOB has taken various innovations and policy support to prevent environmental pollution 

and mitigate climate change negative impacts. The Bangladesh Climate Change Strategy and 

Action Plan (BCCSAP) have developed in 2009 to ensure low-carbon development in the 

country. The GOB has flourished the Ministry of Environment and Forest (MoEF) as the 

Ministry of Environment, Forest and Climate Change (MoEFCC) to give emphasize on the 

climate change impacts for green development.  

 

Moreover, the GOB has adopted a number of policies to promote green innovation in the country 

as well as ensure environmental well-beings (Rahman 2019). The mentionable policies are the 

Forest Policy (1994), the Energy Policy (1995), the Water Policy (1998), the National 

Conservation Strategy (1995), the National Environment Management Action Plan (1995), the 

Environment Conservation Rules (1997), and the Environment Court Act (2010). Furthermore, 

the GOB has adopted the Renewable Energy Policy of Bangladesh (2008) to promote renewable 

energy as green innovation in the country. A government institution namely Sustainable and 

Renewable Energy Development Authority (SREDA) has been established to create awareness 

and capacity building for renewable energy in the country. The main activities of SREDA are- 

maintain coordination among the various organizations for working on green technologies, 

demonstration of new technologies and market opportunities, provide subsidies in renewable 

energy projects and capacity building in terms of manpower, logistics, and funds (Shakil et al. 

2014).  

 

The GOB has prioritized green government procurement in the two policies namely Public 

Procurement Act 2006 and Public Procurement Rules 2008. Both the policies included several 

initiatives to ensure green government procurement such as green innovation, efficient use of 

spaces, consider environment friendly process, and incorporate energy saving procedures. 

Moreover, Central Procurement Technical Unit (CPTU) also consider some green practices in 

procurement like as health and safety issues, follows labor laws related to employment, 

minimum waste generation and exclude child labor (Ahammed 2015).      

  

Conclusion:  

 

Green development is a comprehensive approach to maintain balanced development in the 

country and ensure social, economic, and environmental well-beings for the people. It can be 

able to provide the impacts of climate change as national priority in Bangladesh. Green 

innovation can ensure the proper utilization of resources to increase the productivity in the 

country. The pollution especially air and water are high in the urban areas. Green development 

helps the country to control the pollution by imposing environmental taxes and compensation 

mechanisms. Moreover, green development ensures green growth in the country with 

employment opportunities, reduce environmental pollution, sustainable use of resources, proper 

management of waste, and generation of renewable energy.       

 

Green banking and green credit facilities will ensure environment friendly business 

opportunities. The environmental taxes and ecological compensation mechanisms are limited in 
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Bangladesh than other developing countries. The country need to increase the scopes of 

environmental taxes and mechanisms to reduce environmental pollution and sustainable 

production. The green bond and securities are helpful for creating environment friendly capital 

formulation in any country. The GOB should formulate and implement proper policy guidelines 

to create strong green capital market. Green insurance is suitable for Bangladesh to reduce the 

climate change risk in agriculture and other natural resources based production system. The GOB 

has promoted green insurance in the country especially in the coastal areas for reducing 

production risks.     

 

The GOB required taking proper policy initiatives for the RMG and leather industries to ensure 

pollution free production system which ensures green trade initiatives as well as increases export 

earnings. The GOB should be implemented green space initiatives in all urban areas for 

sustainable and liveable urban development. The green government procurement is still less 

concerned matters in Bangladesh. As largest consumption authority, the GOB should practice 

green procurement in all stages of government procedures. Moreover, the GOB needs to 

encourage the green innovations to promote green development in the country. Finally, the GOB 

should make effective collaboration with all related stakeholders to ensure the green 

development.    
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