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33% hike in gas
tariil for new
industries

Businesses, consumer rights
groups slam the move

ASIFUR RAHMAN

The government has set new gas tariffs for the industrial
sector, hiking the price by 33 percent for new units,
despite objections from businesses and consumer rights
organisations.

According to the new rates announced by the
Bangladesh Energy Regulatory Commission (BERC),
upcoming industries must pay at this new rate, while the
existing units that use more than their sanctioned load
will have to pay at the new rate for the excess consumption.

On the other hand, plants that got primary approval
for connections but have yet to start their operation will
have to pay 50 percent of their bills at the existing rate
and the rest of their sanctioned load at the new rate.

The latest rates mean new industrial connections will
be charged Tk 40 per cubic metre, up from Tk 30.

Similarly, new captive users will have to pay Tk 42 per

cubic metre, up from Tk 315. Captive gas consumers

GAS PRICE SHOCK FOR INDUSTRIES

GAS PRICETK/PER | EXISTING RATE | NEW RATE
CUBIC METRE

Industries 30 40
Captive 31.5 42

¢ New rate for new connections

¢) Existing connections to be charged existing
rate for sanctoioned load

¢ Existing rate to be charged for half the
sanctioned load for approved connections

are entities that have their own gas-powered plants to
produce electricity primarily for their own use.

The gas distributor companies had proposed that
the tariff for new industries be raised by more than
150 percent, BERC Chairman Jalal Ahmed said while
announcing the new rates.

“But it would be tough [for them| to bear at the
moment,” he said, adding that the new prices were set
after getting inputs from all stakeholders.

The BERC held a public hearing on February 26 on the
proposal from the distributors to set gas prices for the
new industries based on the actual cost of LNG imports.

Most of the stakeholders, including businesses and
consumer rights bodies, opposed the proposal, saying it
was illogical.

The Consumers Association of Bangladesh (CAB)
staged a human chain against the proposed hike, arguing
that raising gas prices would stifle new investment, hinder
job creation, disrupt exports and severely impact the
economy.

Bangladesh has ample gas reserves, but the authorities
have never taken the initiative to drill new wells, said
Shawkat Aziz Russell, president of the Bangladesh
Textile Mills Association, one of the largest industrial gas
consumers.

“Instead, they have become dependent on LNG imports,

which have mainly benefited an
oligarchic class. This was the path
followed by the previous government.

“Unfortunately, the current
government also seems to be walking
the same path. Now they will have
to decide whether they will let
the country’s industrial sector be
destroyed or take effective steps to
move it forward,” said Shawkat.

This price hike is not acceptable
under any circumstances, he said,
adding that the price should be closer
to Tk 20 per cubic metre.

The price hike came just after
the government concluded a
orand investment summit to court
investment from home and abroad.

Shawkat said the basis for attracting
foreign investment is energy security.
“But how can we expect investments if
gas prices are repeatedly increased?”

The Dhaka Chamber of Commerce
and Industry (DCCI) in a statement said
the hike will significantly increase the
cost of business and send a negative
message (o foreign investors.

The previous government raised
gas prices for industries by 150 to 179
percent two years ago on the promise
of uninterrupted supply, but the gas
crisis in the industrial sector has not
been resolved.

The new price hike will reduce the
likelihood of setting up new industries
and hinder existing investors Irom
operating smoothly, said the DCCI. “If
the business environment deteriorates
further, foreign direct investment
could come to a complete halt,” it
added.

I'DI inflows dropped by 71 percent
yvear-on-year, falling to $104.33

million in the July-September quarter
of FY25, the lowest in six vyears,
according to the Bangladesh Bank.

The Bangladesh Chamber of
Industries termed the proposal to
raise gas tarifls unconstitutional,
unlawful and unfair.

The chamber demanded a
reduction of gas prices by curbing
system losses of the distributor
companies. Currently, the gas sector
has around 9.6 percent system loss.

“We suggested the distributor
companies enhance their
management skills and efliciency
of their machinery to mitigate the
system losses,” the BERC chairman
told journalists.

Petrobangla was also asked to ramp
up its local gas exploration activities,
go for long-term LNG contracts and
reduce spot market purchases, he said.

When asked about the impact
analysis on the industries resulting
from the new gas pricing, he said: “We
will compare data after six months.”

The BERC violated the
constitutional rights of people by
creating discrimination between the
new and old gas consumers in a single
sector, said M Shamsul Alam, energy
adviser to CAB.

“I’s unbelievable and tragic that
the BERC took the side of corrupt
businesses [gas distributors| whereas
they are mandated to create a level
playing field and transparency.”

With the hiked tarifls, BERC
protected the “predatory pricing
tendencies of the  distributor
companies”, said Shamsul.

The distributor companies are set
to earn another Tk 1,100 crore thanks
to the new tariffs, he added.
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At a time when Bangladesh is striving to attract
foreign investment and revive industrial growth,
the country’s energy regulator has raised gas
prices for new industries and captive power us-
ers — a move business leaders and energy experts
fear could derail the government’s broader eco-

nomic goals.

The Bangladesh Energy Regulatory Commission
(BERQ yesterday announced a 33% increase in gas
prices for new consumers and existing users expand-

where  policymakers progected  a
pro-business image to lure in lordgn
direct investment The dming of the
price hike, however, has prompled crit-
ictsm from both the private sector and
COETRY CXeris,

“The government is actively seeking
new imvesiments, as evidenced by the
recently held summit But increasing
g prices sends a conllicting mes
sage,” sald Saleudh Zaman Khan Jitu,
vice president of the Bangladesh Tex-
tide Mills A=sociation (HTMA) and man-
aging director of NZ Textiles Limited.

Jitu pointed out that global ener-
gy prices remain low, and during the
BERLC hearing in February, no compel-
ing justificaton was offered 1o sup
port the price increase. *If the policy
remains unchanged regardless of the
govermment, investors will stant ques
thoning what has changod,™ he added.

The private sector, already hit by
redng interest rales, a depeeciated cur
rency, and supply chain disruptions,
see the gas tanff revision as another
blow. Taskin Ahmed, president of the

Dhaka Chamber of Commerce and In-
dustry (DCCT), said the decision comes
at a tme when private credit growth
has dropped below 726, the lowest ina
decade. “The gas price hike will further
discourage industrial imvestmoent, espe-
clally when entreprencurs are already
under pressure [rom high borrowing
costs and inflation,” Taskin said.

He also highlighted a persistent
mismatch between gas prices and sup-
ply quality. “Even after the price hike,
industraes are nol getting the required
sed without the benefit,™ he said.

While acknowledging the need for
fiscal adjustments, Taskin urged the
govemnment o oflset the impact by
sreamiining other aspects of doing
business - including laster project ap-
provals and simplified regulations,

Both businesses =aid the ripphe
eflect of the industrial slowdown B
already visible in the trade data. Capi-
tal machinery imports, a key indicator
of imvestment sentiment, fell by 25%
during July-February of FYs, reflecting
a shrinking appetite for industrial ex-

pansion. Speaking with The Business
Stamndard, Bangladesh Ganment Acces
sorkes and Packaging Manufacturers
and Exporters Assockation President
Mil Shaxhriar sakd the hike in gas prices
would ceate discrimination between
ol and new investos,

*This is completely contradictory o
the government's policy of attracting
new investors,™ he added.

*AL the Last imyvestment summit, the
govemment invited irmvestons to imvest
in Bargladesh - =0 how can they now
increase @i prices?” he askinl,

Shahriar said, “Many investors, in-
Chading myell, had planned 1o make
new investments, but now they have
to reconsider due to the price hike, as
they will Gace uneven competition with
existing imvestors.”

Showkat Ariz Russell, president of
the Bangladesh Textile Mills Associa
tion (HTMA), said Bangladesh has sul
fickent gas reserves, but the authorites
have never taken the imitiative o dedll
new wells

“Instend, they have become reliant
on importing LNG, which has essen

Gas prices for
industries and
power soared by up

to 179% in 2023

Systems
loss exceeds

13% in gas

sector

TBS Insights by IPD

ing beyond 50% of their sanctioned load. The new
tariff — effective from yesterday — raises the rate from
Tk3o to Tk4o0 per cubic metre for both industrial use
and captive power generation.

With this adjustment, new industrial consum-
ers and those scaling up production will now have
to pay Tkio more per unit of gas, adding fresh
cost pressures amid a volatile macroeconomic en-
vironment marked by high inflation, weak credit
growth, and declining investment.

Wrong signal, right after investment summit
The gas price hike comes just a few days after an
investment summit ended,

tially enriched an oligarchic chique - a
path the previous govermment pur
sued, ™ he added.

He complained that the current
govermmen! appears 1o be following
the same course, “Now, it must decide:
will it allow the country’s industries o
collapse, or will it take steps to support
and advance them?™ He noted that the
previowus government created a high
dependency on India for many sectors,
including energy. “We wanted to over-
corme that dependency, as India does
not believe in win-win bilateral or dip
lomatc relagonships.™

Oppordng the gas price hike, he <id
that the increase & unacceptable under
any droumstances. “On the contrary,
the price should be brought down to
around Tk20 now,™

“BPC, Titas, and similar agencies ane
operating with a profit-first mindset,
but their activithes are benefiting nefther
consurners nor industries,™ he added,

Regarding the recently held et
ment summit, he said energy assur-
ance is the foundation for attracting
foretgn Investment

“But how can we expect investors
b0 Come when we are rasEng gas pric
= yet again?™ he questioned, waming
that such hikes woulkd discourage new
investments and hinder employment
generation. ~If the government could
recover liundered money, it could eas
ily address the ongoing energy Cnisis,”
he added,

Legal formality vs economic
rationale

The new pricing diecksion caune after a
mass hearing on 26 Febouary, as the
BERC s legally bound 1o issue a verdict
within 60 days However, oritics angue
that Jegal timelines should not override
economic imperatives.

*The mevenue expicted from this
price hike s insignificant,” said ener.
gy expert D ljaj Hossaln, adding that
“without <uffcient gas supply, the high
o1 Larill only adkds to the burden on in
dustries without solving the core bsue.”

Ix o) also Magged sydtem boss,
which exceeds 17% in the gas sector,
as a more urgent area for policy action.
*Reducing system loss could save bil

lions. That should have been the focus,
not hiking prices.™

Gas price hiked up to 9% In 2023
The current hike [ollows a sharp up-
wanl revision in January zor, when
gas prices for Industres and power
wore increased by up o gofh as part
of the then government’s elfort to curb
subsidies and reduce the fiscal deficiy

That revisson, effective from Febru-
ary 2007, st gas prices at Tk per cubic
metre for power generation, and Tkso-
Tk30:5 for industries and commercial
establishments.

With the katest hike, energy costs
for businesses have risen again — this
time, under a new political leadership
that had promised (o poioritse mest
ment and jobs, businesses say.

According to the Petrobangla MIS
Report, 2022, industries consume 19%
of the natural gas produced locally and
imported LNG. Among other users, the
POWET SClon w400, Gaptive powet
18%, fertikzer 6%, domestic 17%, CNG
4% and others (commerdial and tea o5
tate) uses 1% of the gas
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Gas rates up 33pc for
new industries

BUSINESS LEADERS WARN OF FALLOUT, REQUEST RECONSIDERATION

Resen Mahrud

Despite stong opposition from
consumer advocacy  groups. and
industry  reprssmitativis, e
Uangladesh Eneigy Regulatory
Commisslon (BERC) has an-
memimcd o Fresdy nomease 0 jtr
tantts for new mdestnal oses
The sevised rafes, effective from
13 April, reflent o 33 per oot Toikae
for e comiections ureler both
perieral indusirial and captive

14
Export-oriented
sectors-particularly
RMG, ceramics, and
steel-will bear the brumnt

[RASET b s
Busiies lenders exprssod sur-
prise and conoemm over e decl-
s, wearming, 1 oould sevenely
hamper mdustrial growth. They
unged the governmend ko pecon-
sider the move in onder b safe
grisard o of Fhe coundry's mosd
critical evomarib sectir.
ki B0 Thar Msw Wation om
Sk, Mhaka Chamber of Com
meerce and Inchustry (DCCT)
Contd on page-2 Col-7

(Gas rates

Contd from page 1

President Taskeen Ahmed said, "We express deep
concern over the BERCs dedision to raise gas prices in
the industrial sector by 33 per cent.”

He added that increasing prices without ensunng
an uninterrupted gas supply poses a major challenge
for industrial operations. "This hike will significantly
raise¢ the cost of doing business, undermine investor
confidence, and diminish the prospects of establish-
ing new industries. Export-oriented sectors-particu-
larly RMG, ceramics, and steel-will bear the brunt, as
they are heavily dependent on gas,” Ahmed said.

He further noted that the move would weaken
Bangladesh’s competitive position in global markets,
while small and medium-sized enterprises would
struggle to absorb the additional costs. While
acknowledging the govermment’s revenue goals, he
stressed the need for timely policy support to ensure
sustainable industrial growth.

Former DCCl President Ashraf Ahmed echoed
similar concerns. “This increase will impact three
energy-intensive  industries-textiles, cement, and
steel-which in turn will attect the RMG and construc-
hon sectors. Inflationary pressure may also rise,” he
said, noting that the hike was applied excusively to
industrial users.

The revised tariff structure raises the rate for newly
approved industrial connections to Tk 40 per cubic
metre from Tk 30. For captive power usage, the rate
has increased from Tk 31.50 to Tk 42 The hike applies
to all conmections ag onor after 13 April. Addi-
tionally, applicants who submitted connection
requests prior to this date will also be subject to the
revised rates if their consumption exceeds 50 per cent
of the approved load.

The announcement was made al a press conlerence
held at the BERC office in Karwan Bazar, Dhaka.
BERC Chairman Jalal Ahmed atinbuted the increase
to growing dependence on expensive imported lique-
fied natural gas (LNG) amidst declining domestic gas
reserves, He stated that Petrobangla, the state-run oil,
gas, and mineral corporation, had proposed a 150 per
cent increase in tarifts to offset the rising cost of LNG
procurement.

“We opted for a lower increase to ensure affordabil-
ity. Had we fully accounted for the revenue require-
ments, the adjustment would have been significantly
higher,” said the BERC chairman.

However, the dedsion has drawn criticism over its
lack of transparency. No detailed revenue projections
were disclosed, and the commission confirmed that
government subsidies were not considered in the
pricing calculation-raising questions about the
methodology used,

When asked whether the Ministry of Power, Ener-
gy and Mineral Resources influenced the pricing
decision, Chairman Ahmed denied any such involve-
ment. He also dismissed concemns that differentiated
pricing between new and existing users could face
legal challenges, asserting that BERC acted within its
beszal remit.

The latest hike has added another laver of financial
strain to Bangladesh's industrial sector, which contin-
ues to grapple with rising input costs and persistent
uncertainty in energy supply. The increase follows a
substantial adjustment in January 2023, when gas tar-
iffs for industrial use were raised by 150 to 178 per
cent to address supply issues.

While BERC maintains that it is too early to gauge
the long-term investment impact, business leaders
wam that unless pricing, supply. and regulatory
frameworks are made more predictable, the industri-
al sector may struggle to retain its growth trajectory.
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