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The new national government begins its term against
the backdrop of an agricultural sector estimated to be
growing at just around 2 percent, a poor rabi season
across many regions of the country, and a period
marked by the collapse of farm gate prices across
numerous commodities. It is estimated that farm
incomes might be growing at the slowest pace seen
over the last fifteen years1, even as there is a renewed
policy vision of doubling them in a short span of time.2
After a long season of repeated protests by farmers,
agrarian distress remains very much in the spotlight.
The policy debate was initially dominated by the
two longstanding demands of farmers’ movements:
higher, guaranteed Minimum Support Prices (MSPs)
and farm loan waivers. More recently, the political

focus has centred on the promise of introducing
income support transfers for farmers and the rural
poor, with a range of state and national schemes
having been proposed and rapidly rolled out in the
field. While these schemes deserve close attention, a
much more urgent need is to take a comprehensive
and systemic approach to agriculture. This must
include prioritising the deep challenge of reforming
India’s agricultural markets. Not only are agricultural
markets a central element of the larger strategy to
support and improve farmers’ incomes, they are at the
very heart of Indian development and the dynamics
of growth, distribution and equity. Agricultural
commodity markets are the connective tissue in
the economy: connecting agricultural production,
circulation and consumption, interlinking livelihoods
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and logistics across the agrarian and non-agrarian
sectors, shaping the relations between cities,
small towns and villages, and those between
local and regional markets for commodities and
larger, national and global circuits of capital and
commerce. There is therefore every reason to
build on the existing momentum, knowledge and
experience to forge a genuinely national agenda to
reform India’s agricultural markets.
Importantly, this time there is a unique context that
has opened up for the pursuit of such reform: the
ambition to create a National Agricultural Market
(NAM). Indeed, this is an idea that has featured in
policy documents over the last few years, dating
back to 11th and 12th Plan mid-term reviews and
task groups. It subsequently featured in the Union
Budget in 2014 and 2015, and was finally launched
by the Central Government in the form of eNAM in
April 2016.3
Historically, the regulation of agricultural markets
in India, especially at the primary level where
farmers sell their produce, has come under state
legislative acts and under the management of local
market committees. As such, they are characterised
by variation and fragmentation across regions and
commodities systems. The move towards designing
and facilitating a national market for agricultural
commodities is therefore a transformative shift.
However, eNAM, envisioned as ‘a pan-India
electronic trading portal which networks the
existing APMC mandis to create a unified national
market for agricultural commodities’ has led
into this ambitious effort with a singular focus
on getting select local mandis trading online.4
Even so, the process of trying to get eNAM off the
ground has forced, at least to some extent, a deeper
engagement with existing physical markets and the
varying conditions under which they operate. This
has made it quite apparent that if the vision behind
a National Agricultural Market is to be realised,
we need to start from the back-end first. For this to
happen, the central government needs to take both
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a more contextual and more comprehensive approach
to market reform.

Going back from the Dashboard to the
Drawing Board
In its first phase of implementation, the eNAM
scheme is reported to have networked 585 APMC
mandis across 18 states.5 Of these, less than half
(252 mandis) have shown evidence of any level of
online trading activity.6 Field reports, including the
findings of a high-level Government-appointed
Expert Committee, provide a sense of the numerous
challenges the initiative is facing on the ground.7 In
many cases, computer terminals have remained in
their boxes; in others, data from offline auctions or
government procurement has been retrospectively
entered into the e-NAM portal; some mandis have
avoided moving high-volume commodities online
due to delays in facilitating exchange; others only
use e-NAM on a single day of the week or off-season
before reverting to business as usual; and across
the board there have been few takers for assaying
and quality specification, with testing equipment
remaining widely unused. In states where regulated
markets are not the primary channel for local
marketing and trade, mandi functionaries have
struggled to attract buyers and sellers into market
yards, let alone getting them to bid online. Where
mandis are in fact dynamic hubs for local trade,
open auctions or manual tendering are not always
conducted in the first place or for all commodities;
in such cases, moving buyers and sellers from no
auctions to e-auctions is not an easy task. And even
when auctions are common practice, enforcing
a system of direct electronic payments for all
transactions is a significant challenge for farmers,
traders and commission agents with prior histories of
credit advances and cash rotations.8
All this is not to say that electronic auctions and
other price discovery mechanisms on a trading
platform that enables both local and long-distance
buyers to bid on farmers’ produce is an inconceivable
enterprise. On the contrary, there is little doubt
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and growing evidence that farmers and traders
across the country are capable of integrating
digital technology and online platforms into
their marketing practices.9 It does, however, force
us to contend with the reality that agricultural
markets are at once highly specific, diverse and
differentiated in terms of their structure and
organisation—across agro-ecological regions,
land regimes, socio-economic groups, commodity
systems, agro-commercial networks, and
regulatory histories and priorities.10 For instance,
different commodities cultivated in the same field
follow diverse post-harvest pathways of exchange,
trade and processing. The same commodity also
typically moves across different states and even
within the same state through different channels
and intermediaries, a significant proportion of
which are not formally regulated. When it comes
to regulation itself, there is no single agricultural
marketing act across states, some states don’t
have an act at all, and even a single state act is
differentially implemented (and sometimes left
largely unimplemented) across districts, blocks
and commodities. Moreover, a great deal of
regulatory work in agricultural markets doesn’t
happen through legislative acts but through
the issuing of ad hoc government orders and
even more extensively through informal (but
often highly organised) industry associations
and trading networks. In this context, building
a National Agricultural Market cannot begin or
end with electronic integration: it requires an
enormous degree of field-based data and analysis;
significant institutional, infrastructural and
logistical investment; and deep regulatory reform,
synchronisation and capacity building.
Learning from the first phase of e-NAM
implementation, there is a need for a reorientation
in the approach: states should not have to ‘plug
into’ the e-NAM via a software; instead, they have
to substantively buy into and participate in the
process of creating a National Agricultural Market.

The challenge of reforming agricultural
markets
Agricultural marketing reform is the proverbial
‘hot potato’: vital, visible, and politically volatile.
When it comes to taking on major regulatory and
policy reforms to open up and invest in agricultural
markets, there are two key sources of resistance that
are usually raised.
First, historically, the local traders, commission agents
and regional processors who have, in different regions
and periods, gained from the dominant regulatory
regime often exercise considerable local and regional
political power. This makes it very difficult for state
governments to initiate and sustain deep and wideranging reforms to open up agricultural markets to
competition. Moreover, in many cases, these same
market actors work across input and output markets,
while also financing (through credit) both agricultural
production and household consumption, making
them especially difficult to dislodge through isolated
or piecemeal market interventions.
The second is the political purchase of the Minimum
Support Price (MSP) and procurement, the most
publicly prominent means of state protection of
farmers in markets. But we know that in the vast
majority of states and commodities across the
country where MSPs are not backed by procurement
operations, their declaration has no effect on the
prices that farmers receive for their produce.11 In the
two states where the government has grown over the
decades to become virtually the only buyer (i.e. wheat
and paddy in Punjab and Haryana), it has effectively
diminished or destroyed market competition—and
crop diversification, reducing mandis largely to the
role of seasonal procurement centres. And in states
where public procurement is only partially and
differentially implemented, it has tended to drive
private trade undercover, generally to the detriment
of those farmers who are already structurally
constrained and unable to sell to state agencies for a
variety of reasons (tenant farmers, sharecroppers, and
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farmers in regions where procurement mechanisms
are weak). Moreover, public procurement has often
ended up strengthening the hand of the commercially
and politically powerful in regional markets by
routing procurement through intermediaries (e.g.
arhatiyas/commission agents in Punjab)12 or agroprocessors (e.g. rice millers in West Bengal).13

commission, deductions based on quality etc.), and
timely settlement of payment.14 This is why regulatory
reform to open up the current APMC mandi system to
competition from multiple channels and sites of exchange—including local traders, private corporations,
co-operatives, producer companies, and other physical and electronic spot markets—is so important.

These, then, have been the intended and unintended
political consequences of state action—or as often,
state inaction—in regional agricultural markets.
However, they cannot continue to serve as reasons
for resisting market reforms. There is now significant
evidence to suggest that states need to change
their approach to the status quo and at least some
experience that demonstrates that they can find
the will and the ways to do so. Following are a few
recommended directions for policy and public
investment in agricultural markets with a focus on
strengthening the terms of exchange for farmers.

At the same time, the removal of statutory restrictions
without concomitant public investments in
enhancing the system’s regulatory capacity and core
market and logistics infrastructure is unlikely to yield
sustained improvements. For instance, we have seen
quite clearly from research in Bihar over the last
decade that a blanket repeal of the APMC Act leads
to both the proliferation of small, self-regulated
private horticultural markets and staggering
infrastructural holes in major agricultural markets in
the state.15 We also have evidence that the presence
and participation of farmers in competitive local
wholesale markets is likely to increase the bargaining
power of farmers even in bilateral negotiations
with village-level traders and in contract farming
arrangements at the farm-gate.16 Finally, we note
that single-buyer channels (whether run by private
corporations, state procurement agencies, regional
processors, or farmers organisations) invariably open
and close operations according to their own strategic
requirements, tend to have strict quality standards
and therefore higher rejection rates, and typically
work with only select categories or networks of

Strengthening primary markets through
regulatory reform and public investment
There is now growing evidence that when farmers
are actually able to choose between multiple market
sites and options for the sale of their produce, they
gain from improvements not only in terms of price,
but also in other critical and closely related elements
of commodity exchange, such as accurate weighing,
reduction in marketing costs (for e.g. high rates of
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producers.17 This is of course perfectly understandable
and to be expected given the different commercial
logics at play. But, it also strengthens the case for
ensuring that farmers have access to multiple
market sites, and especially to inclusive multi-buyer
local wholesale markets that operate around the
agricultural year. States therefore need to open up
the marketing system by removing the APMC/mandicentricity of current agricultural marketing regulation
while simultaneously increasing public investment in
developing primary agricultural markets and in the
state’s own regulatory capacity.
This will involve working systemically on the
regulatory design and structure of agricultural markets
and then comprehensively identifying and addressing
commodity and region-specific market requirements,
both of which will need greater resource support and
institutional capacity at different levels of market
organisation. But, perhaps most importantly, serious
and sustained investment in reforming agricultural
markets will require much greater clarity on the
remit of the state in markets where it plays multiple,
conflicting roles well beyond the scope of primary
agricultural marketing legislation. This extends to a
whole range of commodity trade restrictions (on sale,
stocking, movement, and export) that governments
routinely and usually idiosyncratically impose and
lift in markets. The Indian state will also continue
to play a role in the procurement, stocking and
distribution of certain major commodities, but these
roles must not disregard and distort the functioning
of agricultural markets. A recent example of this
was the attempt to punish private traders for buying
commodities below MSP in Maharashtra. This kind
of action will only shut down not strengthen markets
for farmers.18 At the same time, any national agenda
for agricultural reforms must necessarily include a
full range of context-specific measures to address
the multiple structural constraints that Indian
farmers face in the production and marketing of their
produce. This requires a much greater understanding
of the complex interlinkages between agricultural
production, marketing, and consumption and much

deeper engagement with existing, expanding and
intensifying forms of agricultural risk.

Farmers and markets: changing the terms
of exchange
In the Indian context, where we have a vast and
highly differentiated social and economic group
of farmers, policies directed at strengthening
the terms of their participation and exchange
in markets must begin by understanding the
structural constraints that different farmers,
especially the large majority of small and marginal
farmers, face in different commodity markets.
These include constraints related to the ownership
of and access to land (via a wide range of largely
undocumented tenurial and sharecropping
arrangements) and the extent and impact of the
fragmentation of plots at the level of a single
household. In recent times, the challenge of
including landless farmers in income transfer
schemes has rightfully received renewed attention,
but tenant farmers, sharecroppers, and small and
marginal farmers commonly experience a range
of constraints in accessing resources essential
for both agricultural production and marketing.
Further, across regions, farmers experience diverse
constraints and unfavourable terms in markets
for credit, inputs, water, storage, transport and
insurance, which in turn may be interlinked with
agricultural commodity markets. Addressing these
constraints requires engagement with a much
larger set of agricultural institutions outside—but
connected to—output markets for agriculture
produce. Finally, even medium and large farmers
in India rarely have access to risk mitigation
instruments to support their participation in
volatile domestic and global commodity markets.19
Each of these areas needs investments to support
grounded research and analysis, a consideration
of promising initiatives, policy design, and much
greater institutional capacity and resourcing for
context-specific implementation.
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Diversification and scale: agro-ecology,
agricultural markets and farmers
institutions
The second critical relationship between production
and markets involves farmers’ capacities to respond to
markets by changing their production decisions, often
referred to broadly as the challenge of diversification.
Here, it is now beyond evident that we have long
been suffering from the ecological and economic
consequences of cereal-centricity (wheat and paddy/
rice) in agricultural policy. Over the next several years,
central and state governments must chart a course to
help farmers through a complex cropping transition
in different regions. This requires a change in our
approach to agricultural research, subsidies, and to
public procurement, which needs to be developed
into a more dexterous and limited intervention that
does not blunt responses to both market signals and
to signs of agro-ecological depletion. Procurement
could potentially be directed to primarily cover
neglected and underdeveloped regions and prioritise
nutritious commodities—especially pulses and
millets—along the lines of recent initiatives in
Odisha.20 States could also consider developing a
framework for MSPs that incorporates risk and social
externalities as proposed in the 2016 Committee
Report on Incentivising Pulse Production.21 The very
recent announcement of a set of incentives by the
Government of Haryana to shift farmers away from
the cultivation of paddy to other crops (such as maize,
arhar, and soybean) is another sign that this is an
increasingly urgent priority.22

76

Agricultural markets will respond to changing
domestic and global consumption practices and
this is critical to the dynamics of diversification
and scale. But, significant public investment needs
to be directed towards enabling Indian farmers—
who are already, given all the constraints, highly
responsive and adaptive—to make complex
production and marketing decisions as both
climate change and global commodity markets
redefine the nature, frequency and extent of
volatility for farmers across the country. This
calls for a long-overdue revival of a broken public
agricultural extension system and the building
up of resource support institutions and networks
at all levels. Our imagination of farmer producer
organisations (FPOs) must also go beyond viewing
them only as commodity aggregators and extend
to the roles that they can play in deepening and
defending the interests of farmers in local, national
and global agricultural markets. For this, local
agricultural knowledge and decision-making
capacities must be supported and strengthened as
farmers weigh increasingly diverse and complex
information, select risk mitigation measures, make
calculated trade-offs, and prepare for frequent
changes and disruptions to their systems of
agricultural production and marketing over the
medium and long-term. Indian farmers already
deal with all of this, day after day, season after
season; the state must now take very seriously its
role in continuously strengthening the terms of
their engagement in agricultural markets.
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