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REPURPOSING AGRICULTURAL PUBLIC SPENDING FOR QUALITY GROWTH AND JOBS IN BANGLADESH’S AGRIFOOD SYSTEM

CONTEXT

Agriculture remains central to Bangladesh’s economy, jobs, and food security, but
the sector has been losing momentum in recent years and public spending needs to
be realigned to address emerging challenges. It employs nearly half of all workers and
contributes over one-tenth of GDP, making it critical for growth, poverty reduction, and
rural livelihoods. Today, it can do more to create better jobs, raise incomes, and drive
rural transformation through diversification and stronger links to processing, services, and
markets. Yet productivity growth has slowed, diversification remains limited, and climate
risks and changing food demand are exposing weaknesses in current policies. Public
spending remains heavily concentrated on recurrent input subsidies and related policies
that have reinforced rice-focused production patterns and no longer fully match the
sector’s evolving needs. This study looks at where agricultural public spending is going,
what it is achieving, and how it can be used more effectively to deliver better results for
farmers and the economy.

WHAT EVIDENCE SHOWS: MISALIGNMENT
IN SPENDING AND OUTCOMES

Bangladesh gives high priority to agriculture, of total public spending supported agriculture
but current spending is not delivering enough indirectly through rural infrastructure. This level
impact. Between FY19 and FY23, the government of support is high by peer-country standards
spent about BDT 321 billion (USD 3.2 billion) a year (Figure 2), but results have been limited because

on food- and agriculture-specific programs (Figure spending remains focused on short-term,
1), equal to 10.1 percent of total public spending input-based support rather than longer-term
and 1.1 percent of GDP. A further 3.9 percent investments in foundational public goods.
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Source: Based on Public Expenditure Review (PER) database, 2024. Source: Food and Agriculture Organization of the United Nations, 2025.

' The chart shows the average share of agriculture (Classification of the Functions of Government [COFOG] Group 042) in total government spending during
2010-2023, based on FAOSTAT data. These estimates are not directly comparable with MAFAP methodology-based figures in the main analysis, which cover
a broader range of agriculture-related expenditures.




The spending mix is heavily concentrated on
subsidies and recurrent expenditures, leaving too
little for the public goods needed for long-term
growth. About two-thirds of food- and agriculture-
specific spending in FY19-FY23 was recurrent, and
subsidies alone absorbed more than 40 percent
(Figure 3). Functionally, around 57 percent of total
resources went directly to subsidies and transfers
(Figure 4), leaving too little for the public investments

FIGURE 3: Composition of Public Expenditure on
Food and Agriculture by Economic Classification
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FIGURE 4: Composition of Public Expenditure on
Food and Agriculture by Functional Classification
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that drive long-term productivity. Agricultural research
received only 4 percent of total outlays, knowledge
dissemination 8 percent, and irrigation infrastructure 5
percent. This spending pattern is not well aligned with
the sector’s potential to support diversification, better
jobs, and a more competitive agrifood economy.

Current agricultural spending mainly supports
cereals, while higher-value agriculture remains
underfunded. Although much of the spending is not
explicitly crop-specific, the spending that benefits
cereals accounts for about three-fourths of food-
and agriculture-specific spending (Figures 5 and 6).
By contrast, livestock, fisheries, forestry, fruits, and
vegetables together receive less than 20 percent,
even though they contribute nearly three-fourths

FIGURE 5: Subsectoral Composition of Expenditure
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FIGURE 6: Composition of Crop Subsector’s
Expenditure
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of agricultural GDP and offer strong potential for
better jobs, higher incomes, value addition, and
off-farm employment. This bias continues to hold
back diversification, even as demand and market
opportunities are shifting toward higher-value foods.

The impact of spending is further reduced by
weak regional targeting and implementation
bottlenecks. North-western and north-central
districts receive higher allocations per hectare, while
eastern and coastal regions—often poorer and more
climate-vulnerable—receive less. These patterns
reflect past allocation norms and administrative
constraints more than current needs or potential.

At the same time, overall budget execution is

driven largely by easy-to-disburse transfers such

as fertilizer subsidies and rice procurement, while
more productive investments in research, extension,
infrastructure, and market development continue to
face delays in planning, procurement, and delivery.
Together, these weaknesses reduce the overall
impact of agricultural spending.

The fertilizer subsidy has become the main form of
public support to agriculture. Its share of the Ministry
of Agriculture (MoA) budget rose from 63 percent in
FY19 to nearly 80 percent in FY23 (Figure 7).

The subsidy bill reached USD 2.5 billion in FY23,
driven by global price shocks and rising import
dependence. Recent disruptions in fertilizer and
energy markets linked to the Middle East conflict have
again shown how external shocks can translate into
higher subsidy costs, supply uncertainty, or higher input
costs for farmers. Bangladesh has understandably
protected farmers by maintaining administered fertilizer
prices, with much of the shock absorbed through
budget. In a context of constrained fiscal space and

limited domestic resource mobilization, however, this
approach can become increasingly costly and crowd
out investment in the public goods. While the program
has helped support fertilizer use, yields, and rice price
stability, its universal targeting and volume-based
design limit its effectiveness and value for money.
These weaknesses are compounded by limited farmer
access to soil information, balanced-use advice, and
extension services.

FIGURE 7: Spending on Agricultural Subsidy Program
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Subsidized fertilizer use has not led to balanced
fertilizer application on farms. Most farmers

apply fertilizer at rates that diverge widely from
recommended levels. About two-thirds overapply
phosphorus, nearly nine in ten apply too little
sulphur, and six in ten underapply potassium;
nitrogen use is also uneven across crops (Figure 8).
As a result, only about 5 percent of farmers apply a
balanced NPKS mix within recommended ranges.

FIGURE 8: Share of Farmers Applying Under, Balanced, and Over Nutrient Doses by Crop (2019)
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These imbalances reduce fertilizer efficiency,
damage soil health, lower yields, and increase
greenhouse gas emissions. Correct nutrient balance
could raise yields significantly —by about 33
percent for Boro rice, 65 percent for T. Aman, and
87 percent for potatoes— while applying more than
the recommended dose often adds cost with little
benefit.

The problem is not only imbalance, but also
inefficient use of inputs more broadly. Farmers
could increase output by about 25 percent by using
existing fertilizer, labor, and land more efficiently. Yet
labor is often overused, non-urea fertilizers remain
underused even when subsidized, and urea is
sometimes applied beyond the point where its value
justifies its cost. This shows that a subsidy system
focused mainly on prices cannot, by itself, solve the
deeper problems holding back productivity, farmer
welfare, and resilience.

The subsidy also favors larger farmers and is an
inefficient instrument for supporting the poor
smallholder farmers. Because support is volume-
based, larger farmers capture a disproportionate
share of benefits: the top 20 percent (Q5) of
landholders receive half of all subsidies, while the
bottom 40 percent (Q1 & Q2) receive only about 15
percent (Figure 9). The income-based distribution
also shows that the subsidy is not strongly pro-poor.
Nearly half of all recipients belong to the bottom 40
percent (Q1 & Q2), indicating broad coverage, yet
these households receive only 36.5 percent of total
direct benefits. By contrast, the richest 20 percent
(Q5) account for just 14.4 percent of recipients but
capture 28.1 percent of total benefits (Figure 10).

FIGURE 9: Share of Total Subsidy by Land Quintile
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Source: Estimates from BIHS 2019.
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Weak fertilizer management systems further
reduce the subsidy’s impact and accountability.
Demand estimation is still top-down and precedent-
based rather than grounded in soil conditions or
evidence on crop needs. Procurement remains
reactive, domestic production is constrained by
gas shortages and aging plants, and imports

now supply about three-quarters of national
demand while accounting for nearly 90 percent

of subsidy costs. Paper-based distribution and
weak monitoring create scope for leakages and
weaken accountability. These weaknesses amplify
Bangladesh’s exposure to external shocks: global
fertilizer and energy market disruptions, combined
with domestic gas constraints, can quickly translate
into higher fiscal costs and greater uncertainty
over supply. Stronger digital tracking, dealer
oversight, and performance-based management
would improve transparency, value for money and
resilience to future external shocks.

FIGURE 10: Distributional Impact of Fertilizer
Subsidies
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Overall, Bangladesh’s agricultural budget is
strongly aligned with food security, but only
partially aligned with several other policy goals.
Public spending continues to favor rice through
fertilizer subsidies, public procurement, and trade
and market policies, helping sustain staple self-
sufficiency but reinforcing a cereal-centric structure.
By contrast, progress is weaker on diversification,
commercialization, productivity, and environmental
sustainability, as high-value crops, market systems,
research, and extension remain underfunded
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relative to stated policy ambitions. Support to rural
roads and food aid contributes to poverty reduction
and household welfare, but regional disparities

and weak targeting limit the overall equity impact.

FIGURE 11: Summary of Policy Coherence Analysis
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Taken together, these patterns underscore the
need to repurpose public spending toward a more
diversified, productive, competitive, and job-rich
agrifood system.

POLICY COHERENCE

= Majority of PEFA (83% of crop sub-sector’s
expenditure) directed towards cereal
® Favorable trade and market policies

® Rice-dominant expenditure and trade
and market policy

® \Vegetables and fruits received only 6.1%
& 2.9% of crop sub-sector’s expenditure

® |nvestment in research stands at 4.2% of
PEFA-Specific and has been declining

® PARTNER PforR supports increased budget
allocations for agricultural R&D

m Substantial investment in rural roads but
insufficient focus on marketing, which
accounts for only 1.9% of PEFA-Specific
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THE WAY FORWARD: REPURPOSING
AGRICULTURAL PUBLIC SPENDING

Bangladesh now needs to use agricultural public priority is to protect farmers and food production,
spending more strategically. The goal is not to but emergency responses should not become
reduce support to farmers, but to shift it gradually permanent distortions that deepen fiscal burdens
from broad, subsidy-heavy spending toward or delay structural reform. The short-term priorities
investments that strengthen public goods, improve are to improve soil testing, strengthen extension
market incentives, and crowd in private investment. and farmer advisory services, and modernize
This means aligning public spending more closely delivery through the Farmer’s Card, a digital farmer
with the country’s evolving policy goals: higher registry, and e-voucher pilots under the World
productivity, greater diversification, better jobs, Bank-supported Program on Agricultural and Rural
stronger climate resilience and a more competitive Transformation for Nutrition, Employment, and
agrifood system, while continuing to protect food Resilience (PARTNER). Together, these steps can
security and farmer welfare. make support more transparent, auditable, and
better aligned with farmers’ needs. As these systems
Reforming the fertilizer subsidy is the most mature, Bangladesh can gradually redirect resources
practical starting point for this shift. This is from blanket subsidies toward the public goods
where the weaknesses of the current system that drive longer-term results—especially research,
are most visible: support is broad rather than extension, water management, and infrastructure
targeted, delivery remains outdated, and incentives that connects farmers to higher-value markets. The
do too little to promote balanced nutrient use, policy matrix below outlines the strategic priorities
diversification, or efficient spending. During the for repurposing agricultural public support.

current heightened global uncertainty, the immediate

POLICY MATRIX: Strategic Priorities for Repurposing Agricultural Public Support

Priority area { Policy actions { Expected result

Short to Medium Term (0-3 years)

Improve fertilizer use © Scale up soil testing and mapping capacity : More balanced fertilizer
- for tailored fertilizer recommendations; use, higher nutrient
strengthen extension and dealer capacity; : efficiency, better soil
promote balanced fertilizer use through : health, and higher yields.

demonstrations, farmer field schools, and
digital advisory tools.

Modernize fertilizer Roll out the Farmer’s Card and digital More transparent, efficient,
delivery ¢ farmer registry; pilot and gradually . and accountable fertilizer
 scale up e-vouchers to link support . delivery.

more directly to farmers; digitize
fertilizer tracking, demand forecasting,
procurement, and distribution.

Strengthen spending Improve project planning, procurement, Better implementation and
quality and targeting ¢ and monitoring; use spatial targeting to © more equitable, climate-
. direct more resources to underfunded and : resilient spending.

climate-vulnerable areas.
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Priority area Policy actions Expected result

Medium to Long Term (4-7 years)

Rebalance spending : Gradually shift resources from broad . Higher productivity,
toward public goods : subsidies toward research, extension, : stronger resilience, and
: irrigation, innovation, mechanization, and © better value for money.
other high-impact public goods. :

Support diversification © Increase support for livestock, fisheries, : More diversification, higher
and value chains horticulture, and agro-processing; promote farm incomes, and more
¢ private investment in storage, logistics, : rural jobs.
processing, and market access. E

Long Term (Beyond 7 years)

Move toward more : Target support more clearly to A more modern, diversified,
targeted support ¢ smallholders, tenants, and climate- ¢ and resilient agrifood
. vulnerable farmers as digital systems system.
mature; reorient public spending toward :
long-term public goods.
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