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Abstract Bangladesh has a long history of, and substantial expertise in, managing
response to Climate Variability and Natural Disasters pre-dating the emergence of
Climate Change as a policy arena. Climate Change response in Bangladesh is a
complex, multi-sector, multi-stakeholder undertaking that budgets and spends
around US$1 billion per year through Government and Donor funding. In 2012 the
General Economics Division (GED) of the Planning Commission, sponsored by the
UNDP and UNEP, commissioned and undertook a Climate Public Expenditure and
Institutional Review (CPEIR) with the objective of analysing this spend, its policy
and strategic drivers, the institutions delivering it and sought ways how this could
be managed more effectively. The study revealed the key conclusions based on the
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review and identified that the government is the main funder of the Public Sector
response to Climate Change and climate sensitive activity with around 75 % of
funding coming from domestic sources on an annual basis. The government
response is firmly embedded in existing institutions and policy frameworks and
there are a number of new mechanisms being established by both Donors and
Government which have yet to deliver substantial numbers and values of expendi-
ture. There is evidence of that Climate Change Strategy has not fully penetrated the
sector policy drivers of budget execution resulting in a need for improved co-
ordination and profile mechanisms at Central Ministry level. There is an extraordi-
narily diverse range of administrative agencies involved in budget execution of
climate sensitive expenditure. There is evidence that duplication and omission of
activity are significant risks to the optimisation of climate response due to the diver-
sity of institutions involved. A “gearing effect” may be evident within funding cli-
mate change actions in Bangladesh. It was noted that an increase of 11 % in donor
commitments and an 18 % increase in Government commitments occurred simulta-
neously. It may be that there is causation between the two. The CPEIR study recom-
mended that the way forward in Bangladesh is to introduce greater rationality in
establishing the economic position and impacts of government expenditure through
a macro-economic study with a view to identifying private sector partnerships in
climate response, establish medium and long term costed response plans for incor-
poration into budgets, clarify intuitional mandates with a view to developing appro-
priate specialisation in climate response, and strengthen existing (and beleaguered)
government co-ordination, resource allocation, monitoring and classification
arrangements in Planning and Finance.

Keywords Climate finance ¢ Climate public expenditure ¢ Institutional review
* Public expenditure

19.1 Climate Public Expenditure Review

This Climate Public Expenditure and Institutional Review (CPEIR) is an analysis of
the policy, institutional and financial management arrangements of the agencies
involvedin climate sensitive activity in Bangladesh focused mainly on Government—
both central and local government. The analysis is done based on an adopted meth-
odology to identify and assess the financial scale of climate sensitive activity carried
out by the Government. This methodology was applied to generate initial indicative
figures and analysis of budgets and spend from the past 3 financial years. The fig-
ures were set in a national context by comparing the budgets and spend to both GDP
and the Government budget as a whole. Public Financial Management systems were
also reviewed (World Bank 2010a, b, ¢). Analyses of the international arrangements
for financing climate actions, the current roles of NGOs, the private sector and
households in Bangladesh were also considered.
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In summary, the CPEIR comprised an assessment of current policy priorities
and strategies as these relate to climate change at national and local levels, a
review of the institutional arrangements for promoting the integration of climate
change policy priorities into budgeting and expenditure management, and a review
of the integration of climate change objectives within the budgetary process
including as part of budget planning, implementation, expenditure management
and financing.

19.1.1 Challenges of Public Expenditure Review
Jor Climate Change

Climate change itself is not easy to define for economic or financial assessment and
it is also a relatively new entrant to the public policy arena. Identification of spend
is therefore the first challenge. There are two distinct aspects to this challenge.

Firstly, there is no functional classification in the standard of classification for
expenditure (COFOG in GFSM 2001) therefore it is easy to be drawn to an admin-
istrative approach to identifying climate spend—that is, an approach based on
which administrative unit spends money (IMF 2001, 2011). This limitation was
exposed by the cross cutting and diverse nature of the response to climate issues
ranging from hard adaptation capital works to socially based protection, liveli-
hoods and health programmes that form the adaptation strategies of government.
The term “climate” rarely features in the descriptions of administrative units
responsible for delivering adaptations (Asian Tiger Capital Partners 2010; Ayers
et al. 2009; Burton 2004).

Secondly, the separation of climate sensitive spend and climate change spend is
a qualitative and judgment-led exercise and is open to refinement and constructive
criticism. Equally, there is valid debates to be conducted on the separate classifica-
tion of climate resilience spend, from development deficit spend and which element
of expenditure addresses each component (Hedger 2011; Haque 2009).

These are complex matters which at this stage of analysis of climate sensitive
spend that arise because climate response and therefore climate change expertise is
firmly embedded, on the whole, in existing institutions, activities and policy frame-
works, but is not always explicitly recognised as such. This could be, however,
regarded as a rational state of affairs as charging technically able, legally mandated
national experts (all other things being equal) with managing response is most likely
to result in the most effective outcomes (Tanner and Mitchell 2008; Stadelmann
et al. 2010).

The study, as an initial rather than a definitive snapshot, expressed the hope that
it would contribute to the framing and identifying future research. The methodology
developed in the study is a first step in what is expected to be an ongoing process of
refinement, review and evaluation of climate expenditure in Bangladesh and
elsewhere.
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Table 19.1 Defining climate change

Mitigation

OECD Definition: An activity should be classified as climate change mitigation related if it
contributes to the objectives of stabilisation of greenhouse gas (GHG) concentrations in the
atmosphere at a level that would prevent dangerous anthropogenic interference with the climate
system by promoting efforts to reduce or limit GHG emissions or to enhance GHG sequestra-
tion (OECD 2011)

Sector Example activities

Forestry Protection and enhancement of sinks and reservoirs of GHGs through
sustainable forest management, afforestation and reforestation
Water and sanitation Methane emission reductions through waste management or sewage

treatment
Energy GHG emission reductions or stabilisation in the energy, transport, industry
Transport and agricultural sectors through application of new and renewable
Industry forms of energy, measures to improve the energy efficiency of existing
Agriculture machinery or demand side management (e.g. education and training)
Adaptation

OECD Definition: An activity should be classified as adaptation-related if it intends to reduce
the vulnerability of human or natural systems to the impacts of climate change and climate-
related risks, by maintaining or increasing adaptive capacity and resilience (OECD 2011)

Sector Example activities

Enabling activities ~ Supporting the development of climate change adaptation-specific
policies, programs and plans

Policy and Capacity strengthening of national institutions responsible for adaptation
legislation

Agriculture Promoting diversified agricultural production to reduce climate risk

Energy Strengthening of energy transmission and distribution infrastructure to
cope with the expected impacts of climate change

Forestry Securing local rights and systems for the sustainable and long-term
utilisation of the forest in order to increase resilience to climate change

Health Strengthening food safety regulations; developing or enhancing monitor-
ing systems

Transport Building protection from climate hazards into existing transport infrastruc-

tures (e.g. Disaster Risk Reduction measures)
Water and sanitation Monitoring and management of hydrological and meteorological data
Source: OECD (2011)

19.1.2 Defining Climate Change

The definition of climate finance used in the CPEIR recognised that resilience to
the effects of both climate and climate change is a multi dimensional activity—as
outlined in the BCCSAP. In reviewing the climate sensitive budgets and expendi-
ture, it was found that the scale, range and diversity of both budgets and the agen-
cies involved in delivering activities that contribute to intended climate resilient
outcomes for Bangladesh tends to suggest that developing a single definition
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would be a complex task (Alam et al. 2011; CCC 2007; COWI and IIED 2009;
DMB 2010; DMRD 2008, 2010; GED 2010; GoB 2008; Hedger 2011; Huq and
Rabbani 2011).

In conducting the analysis a working definition of Climate Sensitive expenditure
was used that was based broadly on the OECD definition shown in Table 19.1.
Defining Climate Change and related specifically to climate variables and impacts
and how the government has responded to this. In essence the working definition used
is based on the identification of adaptation activity with a linkage to the Bangladesh
Climate Change Strategy and Action Plan (BCCSAP) and its policy themes.

It should be noted that the analysis focused on the policy interventions needed for
climate change adaptation, recognising the current priority in Government of
Bangladesh (GoB) approaches to climate change (Huq and Rabbani 2011; Hedger
2011). However the CPEIR does highlight the considerable sums being invested in
fossil fuel power generation, thus increasing greenhouse gas emissions, although
these still remain very small on a global scale. This illustrates the policy dilemma that
inevitably arises when considering economic development in Bangladesh. Essentially,
industry needs power to drive economic growth and to achieve this. The Government
has the allocative task of deciding the relative merits and imperatives of explicitly
prioritising climate adaptation, climate mitigation or growth from the limited resources
available. This also points up the need to have more knowledge of the macro-economic
impact of climate sensitive spend to inform the debate (Narain et al. 2011).

19.2 Bangladesh Context: Climate Public
Expenditure Review

In the Bangladesh context, it is well known that there are many agencies involved in
climate response and climate sensitive activities including central and local govern-
ment, development partners, NGOs, households and the private sector. Indeed, this
has been characterised in the public domain as “institutionally chaotic” However,
until the CPEIR was conducted, there had been no systematic review to identify the
scale of the ongoing financial commitments, the scope of institution as involved or
the key policy drivers in this aspect of public expenditure.

An expressed, key long term aim for the Government of Bangladesh is to develop
a Climate Fiscal Framework within which the roles, risks, and responsibilities of
parties involved in climate response can be allocated and a sustainable long term
funding framework built.

19.2.1 Financial Review

The CPEIR analysed budgets and expenditure over a 3 year period from 2008/2009
to 2011/2012. The main focus was on the government budget. Among other matters
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the study reviewed the overall allocation of resources, the mechanisms delivering
climate finance, the financing of climate spend, the main agencies involved, their
processes and the nature of the budgets and the spend delivered. A methodology
was also developed to identify climate finance within the Government budget. The
methodology relied on qualitative and ultimately subjective judgements of spend as
no universal international definition of climate change spend exists within COFOG
or definitely elsewhere. This approach produced an indicative outcome in absolute
terms and a similarly indicative, although informative, analysis of spend and cli-
mate actions undertaken by the government. The methodology was new and
undoubtedly capable of further refinement under the scrutiny and evaluation of a
wider audience. It is to be hoped that the study will form part of a dynamic process
contributing to greater understanding and effectiveness of a climate response in
Bangladesh (CPD 2008).

The CPEIR in Bangladesh compellingly demonstrates that climate change is a
substantial, cross cutting, multi sectoral activity and that, comparing the response in
Bangladesh with that of other countries is currently difficult as the precise definition
and framework for each country is largely determined by that country. From a
Government perspective—as perhaps evidenced by the institutional allocation of
responsibility—the main issue is to deliver climate resilient development, covering
current climate variability and climate change.

Amongst the important lessons learned from the review of budgets and expendi-
ture is that expenditure typically contributes to more than a single outcome, often
perceived as being readily identifiable by primary and other purposes. This was par-
ticularly evident in respect of Social Protection Schemes (BCCSAP Theme 1) where
it was found that determining the climate and climate change-attributable element of
these strategic initiatives was very much a matter of both perception and qualitative,
informed but ultimately subjective judgements. This is also evident in physical
adaptation work, for example, where the incremental or marginal expenditure relat-
ing to a change in climate is inextricably bound together with the design and imple-
mentation of the adaptation as a whole. The purpose of such activities will contribute
to a number of outcomes including climate change resilience (BSS 2011, 2012).

This facet of identifying specific and singular climate change budgets and sepa-
rating these from budgets intended to achieve other outcomes such as response to
disasters as well as climate resilience would require a level of sophistication in
budget classification and cost allocation that would perhaps elude most countries in
the world and would certainly require substantial development of systems and
capacity to achieve. It was found, however, in Bangladesh that substantial progress
has been made in recent years in financial accounting and that financial data on a
code by code basis over a number of years was readily available in flexible, specifi-
able formats for analysis (IMF 2011).

It should also be considered in the Bangladesh context that GoB has imple-
mented many policies for climate variability and disaster risk management for
many years and this activity pre-dates the emergence of climate change as an issue.
These activities have contributed to strengthening the country’s response to
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climate change concerns. This has, perhaps inevitably and for sound operational
reasons, led to the situation where climate change budgets and expenditure are
integrated with and integral to existing historical activity and institutions and can-
not readily be separated from this. With this background in mind the main findings,
conclusions and recommendations from the financial review the major findings are
set out below.

Based on the methodology used in the study it is estimated that the
Government of Bangladesh typically spend around 6-7 % of its annual com-
bined (development and non-development) budget on climate sensitive activity.
This equates to an annual sum in the region of US$1 billion at current exchange
rates. This sum is utilised to address all six themes within the BCCSAP. However
it is noted that whilst the spend on climate sensitive activity increased from
6.6 % to 7.2 % between 2009/2010 and 2010/2011, it fell back to 5.5 % of bud-
get in 2011/2012.

This level of expenditure represents something in the region of 1.1 % of GDP on
an annual basis. The financing of the annual spend is largely funded from domestic
resources. Over the period 2009/2010 to 2011/2012 the funding of climate sensitive
budgets has been of the order of 77 % from domestic resources and 23 % from
foreign donor resources. This is broadly in line with overall funding of GoB expen-
diture (development and non development) overall which is funded approximately
80 % by domestic resources.

There has been a marked shift in the donor resources funding climate sensitive
budgets in recent years from grants based to loans based. Loan funding increased
from 58 % to 82 % of foreign resources between the 2009/2010 and 2011/2012
programmes. It was found that approximately 97 % of spend attributable to climate
sensitive activities was for climate adaptation as classified under the BCCSAP
themes ranging from infrastructure to social protection.

In absolute terms, the level of climate sensitive budget rose between 2009/2010
and 2011/2012, however, between 2010/2011 and 2011/2012 the absolute level of
spend reduced. It seems likely that this was due to resources being diverted to
energy and transport through the ADP. This presents a climate change dilemma
for Bangladesh as the recently developed energy policy sets out to address the
present reliance on Natural Gas for by increasing usage of fossil fuel as well as
renewable sources. Bangladesh has significant quantities of high quality coal
reserves and is presently developing a National Coal Policy (MoPEMR 2011; The
Daily Star 2011).

An increase in overall climate related commitments by 16 % between 2009/2010
and 2011/2012 was driven by the non-development budget which is 100 % financed
by GoB. GoB commitments increased by 18 % in the period whilst foreign resources
increased by 11 %. This may be termed, in practice, a “gearing effect” at the macro
level whereby increases in donor funding (specifically for the climate change ele-
ment) have been met by a GoB increase in overall climate sensitive spend.
Essentially, based on the figures in the study, a 10 % increase in donor funding
delivered an outcome of 15 % increased spend in climate sensitive activities.
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19.2.2 Public Financial Management

There are four main operational mechanisms in place to deliver climate sensitive spend
at the time of writing. These are non development budget, annual development
programme (ADP), Bangladesh Climate Change Trust Fund (BCCTF) with government
funds, and Bangladesh Climate Change Resilience Fund (BCCRF) with donor funds
(Polycarp 2010; GoB 2008).

All operational funding mechanisms address all six themes in the BCCSAP,
albeit some specialisation was noted in that the non-development budget funds a
larger proportion of the Social Protection theme and the ADP funds a greater pro-
portion of infrastructure adaptation. This may be expected, given the capital inten-
sive nature of infrastructure expenditure. However, perhaps the main point of
concern is the risk of gaps and overlaps arising within what is a significant and
complex annual undertaking. A further financing facility [Strategic Programme on
Climate Resilience (SPCR)/Pilot Programme on Climate Resilience (PPCR)] is also
coming on-stream in the near future thereby creating further risk of both “gap and
overlap”. Given this, there is a clear case for addressing co-ordination at the techni-
cal, financial and planning levels and perhaps even a case, after due consideration,
for specialisation of funding streams.

It was found that most of the climate sensitive spend delivered is within multi-
dimensional, strategic programmes, including the Agricultural Subsidy and Social
Protection Programmes which are substantially funded through the non develop-
ment budget. The study used a scale of direct relevance from “direct” or concrete
adaptation through to implicitly relevant programmes on a scale of 1-4—i.e. implic-
itly or somewhat relevant. Around 70 % of the budget and spend was found to be
within the level 3 and 4 programmes. Three things came out as a indicative to the
public finance management.

Existing programmes, institutional and budget architecture are being utilised by
the government to deliver climate sensitive activity, including responses to climate
change. This is perhaps unsurprising given Bangladesh’s long experience and
accumulated expertise of response to climate variability and natural disaster. The
separation of the climate change element of these programmes is a subjective and
judgmental task given the evident integration of climate sensitive policy, institutions
and budgets with pre-existing climate related structures in the Government systems.
In terms of strengthening institutions through technical assistance and thereby
supporting the delivery of climate sensitive spend, there is a clear case for focussing
on country systems as this is where the most significant element of ongoing climate
response, on a financial technical and experience basis, is located.

The process through which the national budget is prepared, placed and passed in
the Parliament could be strengthened from a climate perspective given the scale of
expenditure and budgets in the activity.

All line ministries/divisions of GoB have already been brought under the cover-
age of MTBF, which is a multi-year approach to budgeting so as to link spending
plans of the government to its policy objectives. The MTBF seems to be a step
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forward in the sense that it allows the line ministries to plan ahead. However, it has
quite a long way to go, at least in regard to climate change aspects. Ministry spend
is driven by sector policy rather than climate strategy and there was evidence that
substantial adaptation expenditure, particularly of capital works in Local
Government, did not appear to reference Climate Change as a policy driver in the
Ministry Budget Framework. The integrated Budgeting and Accounting System
(iBAS) has the flexibility to add new functionalities to capture monitoring and eval-
uation information.

19.2.3 Policy Review

The study reviewed national and international policy and strategy in respect of
climate change, but also reviewed sector policy in key areas of government activity
that influence the government’s response to climate change. The policy review used
a framework that recognised supportive, non-supportive and neutral policy on a
sectoral basis and also a review of direct climate change policy.

Climate change policy operates in a competitive policy environment in
Bangladesh. The government’s priorities at this time include energy and transport
which are key drivers of economic growth (Finance Division 2009, 2011; The Daily
Star 2011). A brief review of energy and power policy revealed a dilemma for the
country in that the reliance on dwindling stocks of natural gas, which is used for
about 80-90 % of electricity generation is planned to be replaced by a significant
increase in the use of coal as well as renewables. It is understood that National Coal
Policy is currently being developed. With its historical experience of vulnerability
to weather disasters, Bangladesh has taken several steps in recent years to embed
climate change in national policy making. However whilst climate change policy is
a new element in national policy and development partner support, it is being
framed within the broader policy contexts relating to development and response to
disasters. This means that sectoral policy rather than climate change strategy is most
prominent in driving government spend in some key spending ministries. It remains
a concern that climate related strategy is not effectively transacted to policy and
therefore to implementation and the attendant co-ordination architecture of account-
ability, performance and governance that is provided by the MTBF and the ADP.

As regards the policy and strategy making process in Bangladesh, experience so
far suggests that most polices are driven by experts and bureaucrats, following a
top-down process and although the participation of stakeholders has significantly
increased, the quality of participation of poor people appears to have remained
unsatisfactory. There is no exclusive national policy that deals with climate change
in Bangladesh. The BCCSAP strategy does not specify which one, out of the 28
adaptation modalities, should be prioritised over the others and in which order the
country implements such a long list of adaptation programmes. The absence of both
prioritisation and costing should be addressed.
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The development of climate change policy in Bangladesh has been stimulated
and promoted by the international context. Reciprocally, Bangladesh has helped
develop Least Developed Country (LDC) positions and particularly contributed to
debates on climate finance. Bangladesh’s vulnerability in a global context has given
it moral voice within the international arena and it has championed the LDCs. In the
longer term, the country’s economic development may lead it into the middle
income group- indeed that is a goal of political interests. This would mean it would
benefit less from international climate funds (COWI and ITED 2009; UNAGF 2010).

The Government of Bangladesh led the development of the innovative
Bangladesh Climate Change Strategy and Action Plan (which included low carbon
dimensions), and was an early first from an international perspective. The strategy
is beginning to be the critical reference document in cross planning processes in
Government and for funding mechanisms such as the BCCTF and the BCCRF.
However, the document is now almost 3 years old and could perhaps be usefully
revised and relaunched to ensure that high awareness levels at Ministry level are
maintained and enhanced where necessary. Coupled with renewed efforts for coher-
ent development planning, in which climate change can be embedded, the country
is moving ahead on climate change.

Analysis of policy and programmes in many Ministries shows how wide and
strong the connections are to climate change. Climate change impinges on the
responsibilities of a wide range of Ministries although the Ministry of Environment
and Forests has the technical lead. Accordingly, in recent years a large number of
investments have been made by a range of Ministries, for example in coastal
infrastructure and crop development which provide a base from which to improve
climate resilience. The active disaster risk management agenda has been a long
running focus for development, and helped put in place some local planning pro-
cesses and policy transformations which help provide resilience for climate change.

19.2.4 Institutions Review

The institutions reviewed in this study included an international and national institu-
tions involved in climate change in Bangladesh. This was a wide and complex
constituency of interests that included central Ministries, line Ministries, local
government, NGOs, the private sector and development partners.

The constituency involved in climate issues in Bangladesh is wide and diverse.
The study identified 37 Ministries (plus their departments and autonomous bodies)
as well as more than ten Donors on a multi lateral and bi-lateral basis, Local govern-
ment, NGOs, households and private sector are also active in climate sensitive activity.
This presents challenges and hazards to coherence and co-ordination.

Spurred on by direct experience of some extreme weather catastrophes, there has
been increased focus on handling climate induced vulnerabilities in the light of
climate change across the national political consensus. Some of the dynamism and
energy has resulted in tangible outcomes with new national and sectoral policies
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and institutions being developed in recent years all of which included climate
change concerns (OECD 2003).

Ministries such as Local Government, Agriculture, Social Welfare, Water
Resources, Food and Disaster Management have climate change components and
mandates. These Ministries receive funds to implement programs through the
Annual Development Plan (ADP) and non-development budgets. The Ministry of
Environment and Forests (MoEF) has the mandate to implement projects from the
BCCTF and BCCREFE. Therefore, there remains a tension among the Ministries over
climate change related issues owing to the tension that exists between the development
of policy and the differences in budget between institutions. This situation makes
the case for clarification and specialisation of institutional mandates and for strength-
ening allocative processes within the MTBF and ADP (Haque 2009; Hedger 2011).

The lack of intra-government coordination mechanisms is a limitation. The
bureaucracy appears to have hindered progress in this regard which points towards a
real imperative in developing these co-ordination mechanisms. The study identified
three aspects of co-ordination within Government which are worth to illustrate a bit.

Policy Co-ordination is a key area of expected sets of coordination. We under-
stand this policy coordination as the achievement of balanced influence between
sector policy and climate change policy given the evident level of integration of
climate change and climate in the delivery of services. Both sectoral policy and the
national climate change strategy have influence and thus must be adequately
balanced. This is the role of Planning Commission.

Technical Co-ordination is also an important aspect of desired coordination and
this role lies with MoEF at the moment and has evolved from an environmental
mandate. However, large elements of the climate response in Bangladesh at this
stage relate to adaptation strategies led by other Ministries ranging from infra-
structure to social protection programmes as well as a strong link to disaster risk
reduction (DRR) (DMB 2010; DMRD 2008, 2010; Zakir 2011).

Financial and Performance Co-ordination is critical to get success in whole of
effectiveness in climate finance in Bangladesh. This role lies with Finance Division
and is implemented via the MTBF which acts as a governance and performance
management mechanism as well as matching resources to policy. Also, if the prolif-
eration of funding sources is taken into account—at least five were identified—
Finance Division has a crucial role in the co-ordination of funding.

The interface between each coordination function takes on crucial and central
importance. This is an obvious and desirable need to improve the flow of funds and
to ensure that climate change is reflected properly in implementation. There are
mutual interfaces between all three coordination functions, between Finance
Division and Planning Commission in the funding of the ADP, between Planning
Commission and MoEF in the development of policy and between Finance Division
and MoEF through implementation of the MTBF. Currently, the main responsibility
to foster adaptation lies with the lead institution, Ministry of Environment and
Forest (MoEF). Unfortunately, its performance so far appears to have been limited
for many reasons, such as weak structure, duality in mandate, lack of manpower and
trained human resources and weak legal framework. It is argued that the MoEF has
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neither a clear legal mandate as yet, nor specific Rules of Business to lead all the
activities centred on climate change in the country (GED 2010).

It is encouraging to note that the NGOs of Bangladesh have been playing an
important role in reducing climate change induced hazards. Some of the NGOs are
engaged in massive public awareness campaign including preparedness training on
climate change and sea-level rise and their impacts. Nevertheless, their efforts are
not properly reflected in national programmes. A substantial portion of donors’
assistance is channelled through NGOs. However, “they operate completely outside
the Joint Country Strategy (JCS) framework, leaving scope for potential overlap and
duplication with the development programmes of the government”. There is also
insufficient capacity of local bodies to plan and manage climate related projects con-
tinues to remain a major challenge to improve on climate vulnerability. In addition to
intra-government co-ordination, the co-ordination between institutions i.e. national,
regional and local governments would appear to be quite limited, undermining the
effectiveness of the results that the project outcomes are designed to achieve. This is
perhaps most sharply illustrated by the absence of climate change references in the
MBF of Local Government.

The involvement of the private sector is at its initial stage, and offers a lot of
potential opportunities. Bangladesh has not yet formulated a policy in relation to
private sector involvement in climate change and has not set any target of pre-
ferred mix of public and private funding or delivery modalities. This must be
considered more fully in the development of a National Climate Fiscal Framework
Development partners and Government have separated climate funding from
mainstream Government planning and expenditure for their separate reasons. On
the Government side the grounds are that current processes of assessment within
the Planning Commission are slow and would delay spending. The functioning of
Local Consultative Group on Environment and Climate Change is yet to gain
momentum.

19.2.5 Local Government Review

The adaptation component of the climate change agenda is a familiar one for many
in Bangladesh. While, local stakeholders are not always able to distinguish between
development expenditure and climate related expenditure, experiences of flooding,
cyclones and other climate related impacts have raised significant awareness of the
challenges that Bangladesh faces. In general, local stakeholders identified climate
impacts as cyclones, deforestation, tidal surge, salinity, water logging, flooding and
drought. The effects on people’s daily lives include loss of livelihoods, ground water
depletion, irrigation problems, health problems and limited access to schools and
health facilities. However, less is known by these local stakeholders about the causes
of climate change and the need for mitigation.

The two most popular strategies for addressing climate change identified by
local stakeholders is infrastructure development and sustainable and alternative
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livelihoods, and that capacity building is necessary to enable people to work and
development solutions to address climate impacts. However, this does not support
the findings that a large proportion of central government funds, and some donor
funds, are already allocated to Union Parishads (UPs) to implement infrastructure
development (LGD 1998, 2009a, b).

There are several sources of climate related finance found at the local level: cen-
tral government funds, donor funds, private sector donations, household spending
and local government internally generated revenue. On average, 14 % of the UPs
and Pourashavas’ budgets are sensitive to climate change. Of this, the budgets of
UPs and Pourashavas in coastal regions spend more than those from the floodplains
and Barind. Of the schemes that UPs and Pourashavas deliver, safety net schemes,
such as 100 day employment scheme, have a high sensitivity to climate change, of
around 48-50 %. While both ADP and Local Government Support Project (LSGP)/
Local Government Support Project Learning and Innovation Component (LGSP
LIC) have similar sensitivity to climate change, between 11 % and 13 %, LGSP/
LGSP LIC is made up of a larger amount of money and therefore able to make a
larger contribution to addressing climate change (Deopara Union Parishad 2011;
Gabura Union Parishad 2011; Garoukhali Union Parishad 2011; Kunder Char Union
Parishad 2011; Lata Union Parishad 2011; Padmapukur Union Parishad 2011; Paler
Char Union Parishad 2011; Rishikul Union Parishad 2011).

In addition to these funds, household and individual’s spend their own financial
resources on addressing climate change impacts. Most damages exceed poor house-
holds’ income, although some financial and non-financial support is provided from
either government, donors or NGOs, such as rice and accommodation. While the
richer and middle income groups have more resources to reduce damages from
climate impacts, ill-preparedness to the increased frequency of extreme weather
events and limited government, donor and NGO support could push them into
poverty over time.

Central government funds are usually allocated to Zilas and Upazilas for further
allocation to UPs. Some donor funds use the national system to channel funds to
UPs, such as LGSP/LGSP LIC, but most channel funds directly to NGOs that
bypasses the government system. The effectiveness of donor funds are yet to be
assessed but their accountability frameworks are wide-ranging and complex. One
aspect that is consistent in many of the funding mechanisms is the limited involve-
ment of, or autonomy for, UPs in the planning and budgeting of these funds. UPs
have limited power, financial autonomy and capacity to address climate change.
Local planning and budgeting is a linear operational process whereby UPs imple-
ment the directives of central government and follow guidelines set by Upazila
administrative offices (The Daily Star 2010). Moreover, there is a disconnect
between national and local government bodies, and a strained relationship between
local administrative offices and local elected bodies. Questions are raised as to
whether UPs are equipped and well positioned to implement large scale climate
related projects that requires the management of large volumes of funding and coor-
dination with a range of national and local bodies.
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Finally, NGOs play a significant role in Bangladesh, including the delivery of
climate related finance. They play an important and added value role in the area of
mobilizing and engaging communities, providing technical expertise and ensuring
transparency of expenditure. However, the lack of coordination with local govern-
ment bodies and competition between NGOs present a challenge in tracking cli-
mate expenditure and aligning efforts to addressing climate change in a more
integrated manner.

19.3 Looking Ahead: Way Forward

There are established planning and allocation mechanisms within Government that,
with strengthening, can bring improved co-ordination, allocative efficiency and
consequently better outcomes to climate issues in Bangladesh. The creation of alter-
native mechanisms will add further complexity to a substantial undertaking in
Bangladesh that already utilises considerable domestic resources. Climate issues
in Bangladesh are a matter of national interest from both a physical implementation
and financial and economic perspectives. In summary therefore, it is recommended
that the next stage in the process for Bangladesh should focus on three main initia-
tives in respect of Climate funding.

The government should be supported to ensure balance the policy influences at
play in climate and the wider policy arena by strengthening of existing country
architecture, strengthen and utilise existing, established Government planning and
financial allocation mechanisms of the MTBF and the ADP to manage climate
funds and to manage results through a strengthened performance management
arrangements within the MTBF and at the institutional level. Accordingly, a total of
20 recommendations are set out below for consideration. An indicative sequence is
shown in diagrammatic format at Fig. 19.1: Indicative Sequencing of Next Stage
Recommendations.

19.3.1 Climate Strategy

In relation to have a right climate strategy, some consideration should be given to a
further review of the BCCSAP in the near future to ensure that it remains fully rel-
evant to current circumstances. Further consideration should be given to including
more detailed costing of the needs of Bangladesh in respect of climate and climate
change to provide a cornerstone for the development of a Climate Fiscal Framework.
This revision should take into account the potential role, risks and responsibilities
of the private sector (including households) in respect of climate change with the
intention of engaging the interest, resources, skills and knowledge available in that
sector of the economy.
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19.3.2 Public Finance Management

In public financial management, the development of a national climate fiscal frame-
work is a high priority to ensure allocative efficiency and effective transaction of
strategy to both policy and budgets. The framework should recognise some of the
critical factors: the risks, roles and responsibilities that should be allocated to each
institutional sector within Bangladesh including central government, local govern-
ment, donors, NGOs, households and the private sector; the allocation of funding
responsibilities to all aspects of climate finance and activity; the need for a focal
point financial framework that ensures the long term sustainability of funding
streams; ensuring that long terms plans in a revised and costed BCCSAP can be
funded or prioritised for funding on a rational basis within a climate fiscal frame-
work; the capacity on human resources (HR) and institutional basis to implement
the framework on a sustainable and achievable basis.

The current level of expenditure on climate sensitive activity, around US$1
billion per year, is significant in economic terms. It was noted in BCCSAP that a
study of the long term macroeconomics of climate [Thematic area 4; Programme
5 (T4P5)] was recommended, but this has not yet been conducted. This study
should be conducted as soon as possible to support the development of a climate
fiscal framework and should address, inter alia, considering an evaluation of the
economic impacts of not spending at the current levels, an evaluation of the
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economic development effects of the current expenditure, including the effects at
household level, an evaluation of the potential long term funding streams for
financing climate change activity, including the feasibility of hypothecated taxa-
tion and potential of donor sources, an evaluation of the sustainability of the current
and required long term spend on climate change and climate sensitive activity, the
relationship between the government’s energy and transport policies and climate
policy in the longer term with a view to achieving a balanced accommodation of
each priority.

It is recognised that the GFSM 2001 does not include a functional classification
for climate change. However, it would be a useful development for the Government
if some functional (or policy) recognition of climate change, perhaps on a thematic
basis according to BCCSAP themes, could be incorporated into the structure of the
Chart of Accounts presently under revision.

There are presently five mechanisms delivering climate finance in Bangladesh and
as each addresses all six themes in BCCSAP some consideration should be given to
areview of the co-ordination of this funding activity. There is a case for explicit rec-
ognition of the appropriateness of the use of each funding mechanism for particular
thematic purposes, as would appear to be the case with the ADP contributing high
volumes of the planned expenditure on infrastructure. The mandates and intended
roles of each funding source should therefore be established with a view to eliminat-
ing the risk of gaps and overlaps. This may also have the benefit of further developing
specialist skills and knowledge in particular aspects of climate spend and activity.

It was noted that each finance delivery mechanism within the government sys-
tem operates to different levels of efficiency in respect of delivering spend. Typically,
for example, the ADP tends to underspend by a greater amount than the non-
development budget. It is therefore recommended that some consideration is given
to funding capacity building public financial management initiatives with the objec-
tive of ensuring equality of process-efficiency across the climate finance delivery
mechanisms.

Guidelines for the award of funding of climate change related projects proposed
by both government and non-government entities to the BCCTF should be devel-
oped immediately to maximize the utilization of limited resources allocated to
BCCTF. The development of procedures for the BCCTF should also include a clear
statement of the role of the Controller and Auditor General in respect of the fund.
The activity of the BCCTF should also be reflected in the MTBF and MBF of the
Ministries with a view to accommodating the need for performance and account-
ability in respect of fund expenditure.

In respect of the BCCRF and BCCTF some consideration should be given to
integrating the funds with existing key country systems, whilst retaining their
intended flexibility and agility of response. As a parallel initiative strengthening of
these key country systems (MTBF and ADP in particular) would seem to be an
effective long term strategy with wider benefits than the impacts on climate change
response alone. In particular, the BCCRF should give serious consideration to fund-
ing institutional strengthening activities, including the reduction of fiduciary risk, as
a key strategy in improving co-ordination of climate sensitive activity.
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Some capacity building activity should be considered for the Controller and
Auditor General’s Office to enable him to address climate funding issues in the
forthcoming audit plan and in particular to review climate finance in the forthcom-
ing planned and regularity performance audits. A review of procurement regulations
to incorporate climate sensitivity should be considered for the Central Procurement
Technical Unit (CPTU).

19.3.3 Climate Policy and Planning

In relation to Climate Policy and Planning, Ministry Budget Frameworks presently
do not always identify climate and change activity. Some consideration should be
given by the Finance Division to the inclusion of a climate change dimension or
“marker” to the MTBF procedures to ensure that the activity is fully recognised by
line Ministry accountability, performance management and governance structures.
Such an initiative was successfully implemented by the Finance Division in respect
of gender and poverty in recent years.

Consideration should be given to strengthening key relationships and co-ordination
processes in the development and implementation of climate policy. In particular,
three aspects should be focussed upon the transaction of strategy to implementation
via sector policy should be addressed by ensuring that the climate dimension is ade-
quately addressed at sectoral level. This must involve setting a climate dimension or
marker within the MTBF process to identify budgets, promote accountability and,
generally, match expenditure and performance plans with climate policy. It should
also involve standards and guidelines, established by the Planning Commission, to
ensure that the climate dimension is considered in all policy development. Some
consideration should be given also to creating a climate marker within the ADP.

The relationship between, and respective capacities of, the Planning Commission
and Finance Division in interpreting and funding climate policy should be strengthened
to ensure appropriate allocative efficiency of resources and consistency with policy and
priority intentions. The communication of climate change strategy to line Ministry
level and on to department, autonomous body and local government level should be a
priority to ensure adequate reflection within Ministry budget frameworks.

19.3.4 Climate Institutions

The institutional mandates in respect of the three aspects of co-ordination identified
in the study (technical, policy and financial/performance) should be clarified and
steps taken to strengthen these and the interfaces between them. This should involve
specific cross-institution actions involving Planning Commission, Finance Division,
MOoEF, DRR, Local Government Division and other institutions within government
that make a significant contribution to climate sensitive activity.
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There is also a case for strengthening the co-ordination and transaction of climate
policy, finance and delivery between the levels of government and the various non-
government institutions, including the private sector, involved in climate change in
Bangladesh. It is also important that the private sector and civil society organiza-
tions create more inclusive partnerships so that all their efforts are coherent and
have greater impact on reducing climate vulnerability. Existing institutions that
could potentially be developed in this regard could include the Ministry of Industry
and the NGO Bureau.

The National Parliamentary Standing Committee on Environment should be
empowered so that the body, with its legal authority, can oversee and guide various
activities related to climate change, including involvement in international negotia-
tions for adaptation. They may be actively involved in mainstreaming adaptation
while sectoral allocations and priorities are made for the annual development plan.
There is a case for a programme to be delivered in this area as a means of engaging
the Committee and developing political leadership on climate issues. This initiative
should also consider the formation of a function, perhaps a standing committee, to
scrutinize projects/expenditure proposals regarding climate change related activities
before placement of the overall budget. This would perhaps be a valuable
programme for funding by the BCCRF as support for political level engagement
and leadership.

As regards knowledge management, academic and research bodies and universi-
ties should give more efforts toward facilitating generation of information and
knowledge related to climate change and its impact as it is widely acknowledged
that long term studies on the effects of climate change are necessary. This was a
particular limitation of the CPEIR in that only three historic years were considered
to give an initial snapshot and trend in respect of funding and spend.

The BMCs and Climate Change Cells of line ministries should be equipped by
personnel with expertise in the area of climate activities. Such a development could
be considered for funding under the capacity building theme of BCCSAP. On the
basis of strengthening institutional memory and business continuity, some consider-
ation should be given to establishing a critical mass or group of climate specialists
within government who have a portable set of skills that may be relevant to a number
of Ministries involved in climate response. This recommendation is distinct from the
administratively based creation of climate change cells or a climate change unit in the
MOoEF and focuses more directly on the HR requirements to equip both Climate Cells
and BMCs with the necessary skills to establish performance evaluation and moni-
toring skills relevant to the cross cutting and pervasive nature of climate response in
the Government of Bangladesh. It is clear that to be workable, such an initiative
would require a good level of engagement with the Public Service Commission/
Ministry of Establishment to ascertain both its feasibility and scope. It is also clear
that such a group would require a diverse range of policy and operational skills given
the diversity of professional disciplines involved in the climate response.

As a step towards bridging relationships between different local stakeholders by
highlighting each of their strengths and weaknesses in delivering climate finance,
the conduct of an appraisal of the capacity and comparative advantages of different
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local stakeholders to manage larger scale projects should be undertaken. For
example, while UPs should be involved in climate related project, they may not be
equipped with the capacity and resources to take on certain roles such as overall
supervision and monitoring and evaluation of large scale projects. It may be that
local administrative offices and NGOs should utilize their expertise in financial
management, technical support, supervision and monitoring of climate finance, and
local elected bodies should be equipped with necessary power and capacity to plan,
budget and manage programs using a participatory approach.

Building on the existing vulnerability mapping database used for safety net
programs, there is an urgent need to conduct further empirical and robust assess-
ments of household spending on climate change related activities. This information
could help target and prioritize funding to address the needs of households that
are spending a large proportion of their income on addressing climate impacts.
While there is a need to safeguard those most vulnerable, there is also a need advo-
cate preventative measures to those with high- or middle- levels of income from
slipping into poverty as a result of climate impacts.

19.3.5 Non Government Organisations and the Private Sector

Given the time constraints and scale of activity in climate issues in Bangladesh, it is
felt that insufficient analysis was conducted in respect of both NGOs and the private
sector. It is therefore recommended that a review or survey study is conducted in
respect of climate sensitive activity in these economic sectors. The study should
focus on the sources and application of finance and the policy and strategy architecture
that frames spend.
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