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Abstract

Government ofIndia has come out with a strong declaration to establish the National Agriculture Market
(NAM) in India as a game changer in the domain of agribusiness. This is therefore an attempt to bring out the
uniqueness o fthe National Agriculture Market and its likelihood effect in the agribusiness. The present structures
and systems ofagricultural market hithertofailed to ensure better price to thefarmers and supply ofgood quality
products to the consumers and manufacturersfor sustainable development. National Agriculture Market seeks to
address and reverse the process o ffragmentation oj markets, ultimately lowering intermediation costs, wastage and
pricesfor the final consumer. NAM is envisaged as a pan-India electronic trading portal which seeks to network
the existing Agriculture Produce Marketing Committees (APMC), and other market yards to create a unified
national marketfor agricultural commodities. Ministry oj Agriculture, Department ofAgriculture & Cooperation
(DAC) has mandated Small Farmers' Agribusiness Consortium (SFAC) to act as the Lead Promoter of NAM. The
NANI trading software will be developed and tested and the full launch is expected bv December, 2015. Die
national level platform is being developed by the Ministry' ofAgriculture, which will also bear the maintenance
costs. NAM is envisaged as a win-win solution for all stakeholders such asfarmers, traders, manufacturers and
consumers

Key words: National Agriculture Market. Agriculture Produce Marketing Committees, fragmentation o fmarkets,

intermediation costs, farmers.

Prologue

The land use statistics 2011-12 reveals that the
total geographical area of Indian nation is 328.7 million
hectares, of which 140.8 million hectares is the reported
net sown area and 195.2 million hectares is the gross
cropped area with a cropping intensity of 138.7%.
However, the net irrigated area is only 65.3 million
hectares Agriculture and Allied Sector has contributed
13.9% of India's GDP fat constant 2004-05 prices)
during the year 2013-14. As per the Directorate of
Economics and Statistics 3rd Advance Estimates for
the year 2014-15, the total Food grains production in
the country would be at 251.12 million tonnes which is
less than that of 265.57 million tons in 2013-14.
Production of sugarcane during the same period is
estimated at 356.56 million tonnes i higher than its
production of 352.14 million tonnes during 2013-14.
Production of cotton estimated at 3s 32 million hales
(of 170 kg each) is also higher Ilian its production of
35.21 million bales during 2013-14.

National Policy for Farmers (NI’l ) was
approved by the Government of India in the year 2007
The “Policy provisions, inter alia, include asset reforms
in respect of land, water, livestock, naileries, and bio-
rcsourecs. support service ;and inputs like application
of frontier technologies; agricultural bio security
Systems; supply of good quality seeds and disease-free
planting material. Improving soil fertility and health, and
integrated pe a management systems; support services
lor women life creches, child care centre nutrition,
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health and training; timely, adequate, and easy reach of
institutional credit at reasonable interest rates, and lamier-
friendly insurance instruments; use of Information and
Communication Technology (1CT) and setting up of
farmers' schools to revitalize agricultural extension;
effective implementation of Minimum Support
Pricc(MSP) across the country, development of
agricultural market infrastructure, and rural non-farm
employment initiatives for farm households: integrated
approach for niral energy, etc." Many of the provisions
of the NI'F are being translated in to various schemes
and programmes which are being implemented by
different Central Government Departments and
Ministries. In addition to the existing Missions Schemes,
following four new schemes have been introduced in
the year 2014-15 by the new government;

Soil Health C'anl Scheme flic Scheme has been
approved forissue of Soil Ilealth Cards to every farmers
of the country during the remaining three years of 12th
| ive Year Plan (2014-15 to 2016-17). Total outlay of
Ks.568.54 crorc has been approved for the scheme.
Stalc-w ise allocation has also been made for establishing
100 mobile soil testing laboratories in 2014-15.

Pradhan Mantri Krishi Sinchai Yajana Ihe Scheme
is being formulated with n view to lake irrigation water
to each and every agricultural field in the country

Price Stabilization fund tar Cereals and legetables
Government has established a Price Stabilization Fund
I3 Ks 500 crorc m order to reduce price volalihlv in
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of State Marketing Ministers.

Based on ilicse policy initiatives the tiovemtoent ollndja
has come out with a strong declaration to establish the
National Agriculture Market in India as a game elumger
in the domain ofagribusiness. 1his istherefore an attempt
to bring out the uniqueness of the National Agriculture
Market and its likelihood eflect in the agribusiness. It is
an exploratory review paper and heavily depending on
the original sources oi information mentioned m the
selected references.

Agriculture Market Structure in India

Agricultural Marketing denotes movement ol
agricultural produce from farm where it is produced to
the consumers or manufacturers. Agricultural marketing
includes the following activ itics such its physical handling
and transportation, initial processing like sun drying and
packing to simplify handling and reduce wastage,
grading and quality control to simplify sales transactions
and meet different consumers' requirements, and holding
over time to match concentrated harvest seasons with
the continuing demands of consumers throughout the
year. Tor the farmer, the strategic function of the
marketing system is to offer him a convenient outlet
tor his produce at a remunerative price. To the
consumers and the manufacturers of agricultural raw
matenals assurance of a steady supply at a reasonable
pnee ,s the vital service. Prices are determined through
free market process by negotiations at rural purchasing

system will be geared toward / e CUlve marketing

t'pes ofconsumer service and nTlI ra" Ee and

expanding outlets'. Agricultural'* 't'USOiTcr producers
input marketing such as fenir I,nSaiso includes

agricultural chem icle PeS,icides other

efflCieM shou,d satisfy
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both the Iknneis and customer while alc.i
agiicultuul md allied eclor of t|,c » LUfll%
I,bciali/ation, agricultural market u, Indi., jr "1
jctoi than dining the license raj dj*
paiagruphfc highlight the major played #
agricultural market.

101,1

"llu4d

Predominant Puhlii Sector: 21rum the firm ft
plan, government of India gave much imp(m*
the development «l phy sical markets on farm”
jann storage tructure .. lacihlic .lot standard!
grading, packaging, transportation ( e-ntnil Wurch?
Corporation, |*&J ( orporaiion of India, Agncu
Prices ( omnii- nm (later renamed as (unnm*.
Agricultural <osts and Puccm and stu-ral 0J
organi/ations were established in the year 1965, Ifeg]
number of organi/ations under the aegii of Mim J
Agricullure Con urner Allans and ( ommerceweren
up in the form ol commodity boards. coupcmm
federation'* and <xpoit promotion councils fa
monitoring and boosting the production, uinsunjpta

marketing and export ol wvariuus agricuhu-
commodities.

Free Market Forces: Based on the local markiiq
practices,different Private liaderr andC tirporaieFen
are operating along with the public and cogeative
marketing net work. Most agricultural coraraod
markets generally operate under the normal forceo!
demand and supply. llowe\er. wnh a\ieu toprotccti?
fanners’ interest and m entourage them to were*
production, the Government also fixes mnima
support statutory prices for some crops and irs®
arrangements for their purchase on state acc®
whenever their pnee falls below the support leio

role of Government normally is limited to protc”
the interests of producers and consumers, onl) in

of wage goods, mass consumption goods and cssfi§j
goods. It is promoting organized marketing »
agricultural commodities in the country u -

network of regulated markets.

APMC and Hoards: Agricultural Produce
Committees (APMC) are corporate bodies

under the respective State Agricultura
Marketing Regulations Acts. They are citli-
nominated by the cov ernment frOin
representativ es of agriculturists, trader™ *

/\(e

NN

functionaries and local representative*.
Acts provide for constitution of
committees for individual market excep:
where it is constituted at the district

all the regulated markets in the distnct-

ihe state of Kerala, there is no APMC P

1 or ComP3n

Producer Companies: The Prodacer >



was introduced in the Parliament and became law on
6th February. 2003 as Part IXA - Producer Companies
in the Companies Act. 1956. Based on the cooperative
principles of mutual assistance, it provides an alternative
to the institutional form that is presently available to
cooperative enterprises. Producers Company is to offer
a statutory and regulatory framework that creates the
potential for producer-owned enterprises to compete
with other enterprises on a competitive footing. And
also to provide for the method of formation and
registration of "Producer Companies™ which, inter alia
carries the principles of "mutual assistance” and "Co-
operation” within the more liberal regulatory framework
afforded by the company law with suitable adaptation.

All the above said structures and systems
hitherto failed to ensure better price to the fanners and

supply of good quality products to the consumers and
manufactures for sustainable development.

Need for National Agriculture Market

Hence, it is necessary to create NAM to
facilitate the emergence of a common national market
for agncultural commodities.

1. Current APMC regulated market yards limit the
scope of trading in agricultural commodities at the
First point of sale (i.e. when farmers offer produce
after the harvest) in the local mandi. typically at the
level of Taluka Tahsil or at best the district.

2. Even one State is not a unified agricultural market
and there arc transaction costs on moving produce
from one market area to another within the same
State.

3. Multiple licences arc necessary to trade in different
market areas in the same State.

4. All this has led to a highly fragmented and high-cost
agricultural economy, which prevents economics ol
scale and seamless movement of agri goods across
district and State borders.

NAM seeks to address and reverse this process
of fragmentation of markets, ultimately lowering
intermediation costs, wastage and prices lor the final
consumer. It builds on the strength of the local mandi
and allows it to offer its produce at the national level

National Agriculture Markct-A Game Changer

NAM is envisaged as a pan-India electronic
trading portal which seeks to network the existing
APMC and other market yards to create a unified
national market for agjru ultural commodities. NAM is a
“virtual” market but u has a physical market (mandi) at
the hack end. NAM is being set up as part of an
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administrative arrangement and requires no enabling
legislation as an electronic trading platform.

Government of India has approved a scheme
for Promotion of a National Agriculture Market through
Agritech Infrastructure Fund.

The main objectives ofthe scheme are

(a) reform the existing marketing system by redesigning
the market structure, ushering in transparency,
leveraging technology’in operations, providing a well-
functioning regulatory framework, encouraging
private participation along w'ith regulated markets so
that the seller has a real choice and make banking an
inherent part of the marketing function by collecting
the sale consideration from the buyer and remitting
the same to the bank account of the seller which
w'ould put an end to payment related issues faced by
the seller.

(b)rcsolve issues of information asymmetry by
encouraging assaying of the commodity and display
quality parameters of the commodity’to benefit buyers
and provide price details to the seller to enable him
to decide the time and price of sale.

(c) llave a more transparent auction process through
leveraging of technology by providing a well-
designed electronic auction platform and redefine
rules of auction to impro\e transparency.

(d) Promote increased participation by buyers by
reforming conditions of grant of trader licence and
open up licences to any person in the state country.
This would encourage participation from other
locations and improve price discovery.

(e) Resolve post-auction difficulties by integrating
weighing of produce with the auction process and
communicate details of the weight recorded and the
amount payable receivable to the buyer seller.

(0 Increase market access by creating warehouses
proximate to the farm to receive the goods, account
it against individual producers, test the same for
predetermined quality parameters and making
available all details to the electronic platform of the
nearby market, thereby obviating the need to reach
the market physically. lunding ofcommodities stored
m warehouses would increase the holding power of
the farmer

Difference between NAM and the existing Mandi
System

NAM is not a parallel marketing structure but

rather a dev ice to create a national network ol physical
mandis which can be accessed online It seeks to leverage

lugusl 201 *
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10 (he regulations of each Stale Mandi Act

Ministry of Agriculture, Department ol Agriculture A
Cooperation (DAO has mandated Small farmers
Agribusiness Consortium (SIAC) to act as the I.cad
Promoter of NAM. SFAC will select a Strategic Partner
(SP) through open tender to develop, operate and
maintain the NAM platform. 1)AC will provide budgetary
grant support for this initiative. SI At will operate the
NAM with technical support by the SP.

1. The process of setting up NAM has commenced on
1st June, 2015 with the ts®ue ofan 1:03 by SFAC to
select a Iransaction Adviser to help it develop detailed
bidding documents to select the SP.

2. Another RFP was issued on 12th June, 2015 to invite
offers to create a dedicated Project Management Unit
(PMU) in SFAC to anchor the roll out of NAM. 1 he
PMU will have experts in agribusiness. IT, project
management etc. and provide technical and
administrative support to the NAM project.

3. It is expected that the selection of the Strategic
Partner will be completed by 30th September, 2015
and the process of holding road shows in States to
promote the concept will begin in October, 2015.

4. Simultaneously, the NAM trading software will be

developed and tested and the full launch is expected
by December, 2015

Eligibility Conditionsfor Joining NAM

mandisfor-plugdn-MoNAMs3 ~ A I° PreP° Se

—
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m the local mandis.
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Ihrou™® *e NAM
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facilitate trading inallthem ~”~ ~ Each Slate 1
single point levy of transaction fee A and
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Expected Impact on 4PM( Mandis

a) Ilie NAM basically mucuses the th

farmci when he bungs his produce m 1?
for sale. W

b) 1 ocul uaders can bid lor the produce, US|
on the electronic pluilonn sitting in nthe, s,*

Ihc farmer may chose to accept either ih
oiler or the online oiler. In either case thetraCl:
Wwill be considered a throughput ui ille |(Jt,]
and they will continue to earn the iransacii

In fact, the volume of business will
increase as there wiltlltbe greater campeijllOn

specific produce, resulting in higher transaction(
lor the mandi,

f unding for Running the NAM

| he national level platlonn is being developed
by the Ministry of Agriculture, which will also beaihe
maintenance costs. As stated above, the integrationto*
for local mandis and customization of sufiw are. trowM
etc. will also be paid lor by the Ministry of Agncultim
as a onc-tiine grant at the time of accepting theimai
m the national network. | hereafter, die runniiig costs
ol the software at the local level, sialf costs for gdAm
check etc. will be met from the transaction feetuhr
generated through the sale ol produce The nicincBB
to avoid any upfront investment by the mandi viinr
integrates into NAM. and also enable it to uppo'tis
running cost through additional generation of ncnac

Issues Related to Implementation of NAM

National Agriculture Market is a new initiative off |

federal government and it is subject to many aticis®
Some of them are raised here to sensitize the reader

1. The foremost is that the encroachment of”
governments prerogative. Agriculture beingo
subject, evolving a national market with theco
of all state governments will be a challenge?

to the government of India.

ari rtf
The next practical problem that may -
respect to NAM is taxation. So
national level Goods and ServicesTax( - " pi
proposed by the GOI to replace the

system sees only pandemonium in e
Under this juncture, breaking the

barriers will be a herculean task to IE A

Preparedness ofthe present AP?AC
is also a questionable one. may’be wi A

of the Karnataka state. The res|*1 A
the brick and mortar system of e' " .
stakeholders needs to be manage*- p

Tup*



4. Licensing of Traders and manufacturers to deal
with any market in the country may also perceive
as a threat to local traders and brokers.

5  The significant role played by many other actors in
agriculture value chain namely assemblers,
transporters, warehouses, processors, wholesalers
and retailers have not been taken in to consideration.

6. The Cooperatives are playing a vital role in the
agriculture market system of India. What would be
their expected role and how do they sustain and
continue their services?

7. The present government seeks investment both
from domestic and foreign investors to create best
infrastructure for storing and processing. Mow do
they involve in this market and what precaution we
have, to prevent the unethical trade practices.

Epilogue

‘NAM is envisaged as a win-win solution for all
stakeholders. For the farmers, NAM promises more
options for sale at his nearest mandi. For the local trader
in the mandi. NAM offers the opportunity to access a
larger national market for secondary trading. Bulk
buyers, processors, exporters etc. benefit from being
able to participate directly in trading at the local mandi
level through the NAM platform, thereby reducing their
intermediation costs. The gradual integration of all the
major mandis in the States into NAM will ensure
common procedures for issue of licences, levy of fee

ISSy 0973 - 0303
and movement of produce. In a period of 5-7 years we
can expect significant benefits through higher returns
to farmers, lower transaction costs to buyers and stable
prices and availability to consumers. The NAM will also
facilitate the emergence of integrated value chains in
major agricultural commodities across the country and
help to promote scientific storage and movement of agri
goods.*
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