
Key findings
	z The garment sector is one of the largest 

industries in Bangladesh, as well as one of the 
most polluting. 

	z Bangladesh Bank’s Green Transformation Fund 
(GTF) provides finance for environment-friendly 
machinery.  The Fund has shown potential to 
introduce sustainability into this sector and 
shrink its carbon and water footprint.

	z Bangladesh Bank’s well-structured framework 
for green finance and success in solar-home 
microfinance demonstrates the important role 
central banks can play in promoting low-carbon 
climate-resilient development. 

	z Challenges related to the Fund have included 
the lengthy process for obtaining project 
approval. This is a major hurdle for private sector 
players, who also prefer more simplified funding 
for a wide range of sustainability measures, 
beyond just the import of capital machinery.

Bangladesh Bank’s fund for a green garment sector

Summary
In Bangladesh, the manufacturing of ready-made garments plays a 
major role in the country’s economy and it is the country’s largest 
industry. From 2017-2018, the sector contributed 12.26 percent to the 
national gross domestic product.1 The rapidly developing country is 
heavily dependent on the export of textiles and garments for foreign 
exchange earnings. Bangladesh is the world’s second-largest exporter 
of western fast-fashion brands.2

The manufacture of ready-made garments is pollution-intensive.  
In Dhaka alone, 50 garment and textile industries were responsible for 
emitting 58,177 tonnes of carbon dioxide in 2015.3 It is estimated that 
the industry also uses a total of 1,500 million cubic meters of water, 
most of it being groundwater.4 As one of the world’s most climate-
vulnerable and disaster-prone nations, effectively adapting to climate 
change and using natural resources efficiently is critical. 

In 2016, Bangladesh Bank, the central bank of Bangladesh, launched 
a $200 million Green Transformation Fund (GTF) to make finance 
accessible to export-oriented and leather manufacturing industries 
to purchase environment-friendly capital machinery.5 Bangladesh 
Bank is recognised as the first central bank to promote sustainable 
development.6

Approach
Bangladesh Bank set up the GTF using its own capital. GTF can provide 
a loan for a term of five to ten years, with a one-year grace period. 
Loans are offered in US dollars through scheduled banks (called 
“authorised dealers”). While Bangladesh Bank’s Sustainable Finance 
Department looks after project approvals, the Forex Reserve and 
Treasury Management Department makes the disbursement and 
ensures subsequent supervision. 

The funds can be used for purposes such as water-use efficiency in wet 
processing; water conservation and management; waste management; 
resource efficiency and recycling; renewable energy; energy efficiency; 
heat and temperature management; air ventilation and circulation 
efficiency; and work environment improvement initiatives.7
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Women labourers work in a garment factory in Bangladesh.



Results
As of 2018, two ready-made garment industries - Goodrich 
Sweater Ltd and Skyline Apparels - had accessed $130,000 from 
the GTF through the South East Bank (one of the authorised 
dealers of the Fund).  Additionally, $1.35 million worth of 
projects falling under GTF are in the pipeline.8

Learning
Bangladesh Bank, as the monetary and financial sector 
regulator in Bangladesh, has shown great progress in 
mainstreaming sustainability into the financial sector. Before 
the GTF, the bank had made loans accessible to financial 
institutions for green projects. This had led to the uptake of 
solar systems in poor Bangladeshi households.9

One challenge is that private sector players find the lengthy 
approval process for obtaining GTF funding a barrier. Moreover, 
as the Fund is specifically earmarked for the purchase of 
machinery, banks have not disbursed the expected amount 
of funds, since entrepreneurs prefer a composite fund that 
provides finance for a range of sustainability measures.10

Way forward 
In 2017, the Fund’s scope was extended to the jute sector, and 
in 2019, it was opened up to all manufacturing and export-
oriented industries. 

Some experts believe that the scope of GTF should be 
expanded to include domestic industries and entrepreneurs 
looking to buy environment-friendly machinery from local 
sources in order to create a more sustainable industry sector in 
Bangladesh.11

Endnotes
1.	 Mia, S., & Akter, M. (2019). ‘Ready-made garments 

sector of Bangladesh: Its growth, contributions and 
challenges’. Economics World, 7 (1):17-26. Retrieved 
from: https://www.davidpublisher.com/Public/uploads/
Contribute/5dd507c82e7dd.pdf

2.	 ‘Textile industry in Bangladesh’. Wikipedia. (10 
October 2019). Retrieved from: https://en.wikipedia.
org/w/index.php?title=Textile_industry_in_
Bangladesh&oldid=920339625

3.	 Fayez, A., Islam, M.S., Islam, M.S., Hasnat, A. (2017). ‘Energy 
consumption and estimation of greenhouse gas emission 
from garment and textile industries in Bangladesh: A case 
study on Dhaka City’. Academic Journal of Environmental 
Science. 5 (4): 065-075. Retrieved  from: https://
academiapublishing.org/journals/ajes/abstract/2017/Apr/
Fayez%20et%20al.htm

4.	 Uddin, M. (2019). ‘Reducing the environmental impact 
of RMG industry’.The Daily Star. (5 May 2019). Retrieved 
from: https://www.thedailystar.net/opinion/environment/
news/reducing-the-environmental-impact-rmg-
industry-1738618

5.	 Whiley, A. (2016). ‘Central Bank of Bangladesh launches 
US$200m Green Transformation Fund & prepares green 
bond issuance – and states “these are only first small steps” 
of their green transition’. Climate Bonds Initiative. Retrieved 
from: https://www.climatebonds.net/2016/01/central-bank-
bangladesh-launches-us200m-green-transformation-fund-
prepares-green-bond

6.	 Rai, N., Iqbal, A., Zareen, A., Mahmood, T., Muzammil, M., 
Huq, S., Elahi, N. (2015). Financing inclusive low-carbon 
resilient development: role of Central Bank of Bangladesh 
and Infrastructure Development Company Limited. IIED 
Country Report. London: IIED. Retrieved from: https://pubs.
iied.org/pdfs/10139IIED.pdf

7.	 Begum, F. A. (2020). ‘Simplification and extension key 
to GTF sustainability’. The Financial Express. (10 March 
2020). Retrieved from: https://thefinancialexpress.com.
bd/views/views/simplification-and-extension-key-to-gtf-
sustainability-1535382538

8.	 Ibid.
9.	 Darby, M. (2016). ‘Bangladesh Bank launches $200m “green 

transformation fund”’. Climate Home News. (19 January 
2016). Retrieved from: https://www.climatechangenews.
com/2016/01/19/bangladesh-bank-governor-launches-
200m-green-fund/

10.	 The Financial Express (10 March 2020). Op. cit.
11.	 ‘BB opens GTF for all sectors’. New Age. (27 June 2019). 

Retrieved from: http://www.newagebd.net/article/76641/
bb-opens-gtf-for-all-sectors

©
 S

hu
tte

rs
to

ck

Author: Simant Verma, ICLEI South Asia

Garments drying in the sun at Narayanganj, near Dhaka, Bangladesh.
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