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Abstract

Agricultural reforms in India have sought to enhance farmer incomes, improve market linkages,
and promote efficiency in the supply chain. Karnataka has been a forerunner in implementing
agricultural marketing reforms, including the deregulation of Agricultural Produce Market
Committees (APMCs), direct farm-to-market trade, and digital agricultural marketplaces such as
the Rashtriya e-Market Services (ReMS). This study evaluates the impact of these reforms on
farmers in Karnataka by analyzing productivity, market access, income stability, and socio-
economic well-being. Using a mixed-method approach incorporating government reports,
economic data, and farmer interviews, this study identifies the challenges and benefits of these
policies. Findings suggest that while market liberalization has increased price transparency and
expanded market opportunities, structural barriers such as inadequate infrastructure, digital literacy,
and corporate dominance persist. Policy recommendations include strengthening rural
infrastructure, ensuring inclusive digital adoption, and enhancing farmer cooperatives’ bargaining
power. This research provides critical insights into whether Karnataka’s farmers are truly benefiting
from these reforms or facing unintended consequences.
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1. Introduction

Agricultural reforms in India have long been pursued as a means to enhance productivity,
market efficiency, and farmer incomes. Karnataka has played a pioneering role in agricultural
marketing reforms, implementing policy changes such as the deregulation of Agricultural
Produce Market Committees (APMCs), direct farm-to-market trade, and the introduction of
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digital marketplaces like the Rashtriya e-Market Services (ReMS). These initiatives align with
India's broader liberalization efforts, including the central government’s 2020 farm laws, which

sought to deregulate markets nationwide (Chand, 2020).

Despite the promise of improved price discovery, greater market access, and increased farmer
earnings, the outcomes of these reforms have been mixed. Large and commercially oriented
farmers have benefited significantly from better price realization and access to wider markets,
while small and marginal farmers continue to struggle with digital illiteracy, inadequate storage
infrastructure, and persistent dependence on local intermediaries (Ghosh, 2021). Moreover,
concerns over corporate influence in deregulated markets have raised fears of price

manipulation and farmer exploitation (Narayanan, 2021).

This article critically examines the impact of Karnataka’s agricultural reforms on farmer
incomes, market participation, and overall socio-economic well-being. By integrating
economic data, government reports, and farmer interviews, the study identifies both the
benefits and challenges of these reforms and provides policy recommendations to ensure a

more equitable agricultural transition in Karnataka.
2. Agricultural Marketing Reforms in Karnataka

2.1 The Rationale Behind Market Liberalization

Agricultural markets in India have historically been regulated through Agricultural Produce
Market Committees (APMCs), which were established to prevent exploitative trading
practices, ensure fair pricing, and provide a structured platform for farmers to sell their produce.
Under this system, farmers were required to sell their crops at designated market yards (mandis),
where licensed traders and commission agents facilitated transactions (Acharya, 2019). The
rationale behind APMCs was to protect farmers from distress sales, create a transparent

pricing mechanism, and eliminate exploitative middlemen.

However, over time, APMCs became highly bureaucratic and inefficient, leading to rent-
seeking behavior by intermediaries (Chand, 2020). The presence of multiple layers of
middlemen meant that farmers often received a much lower price than the final retail value

of their produce (Narayanan, 2021). Studies indicate that intermediary commissions, market
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fees, and other levies within APMC markets collectively accounted for 8-14% of the final
consumer price, reducing the direct benefits to farmers (Ghosh, 2021).

Karnataka’s Agricultural Market Reforms

Recognizing these inefficiencies, Karnataka pioneered agricultural marketing reforms by
amending the Karnataka Agricultural Produce Marketing (Regulation and Development)

Act in 2013. This amendment allowed farmers to:

1. Sell their produce outside APMC mandis — Farmers could now sell directly to private
traders, processors, exporters, and retailers without mandatory transactions through
APMC-regulated yards (Mukherjee & Kumar, 2020).

2. Engage in contract farming — Farmers were permitted to enter into direct agreements
with agribusiness firms and food processors, thereby ensuring price stability and
reducing reliance on market fluctuations (Patnaik & Ghosh, 2022).

3. Access digital agricultural marketplaces — The government introduced Rashtriya e-
Market Services (ReMS) in 2014, creating an online trading platform that integrated
APMCs across the state into a Unified Market Platform (UMP) (Sharma, 2021).

These reforms were designed to increase competition, enhance price transparency, and
reduce intermediary influence, leading to improved price realization for farmers (Singh,
2022). Studies show that in states where similar reforms were implemented, such as Karnataka
and Maharashtra, farmers saw an average increase of 10-20% in prices due to better market
linkages and competitive bidding (Chand & Singh, 2022).

Expected Benefits of Market Liberalization

The deregulation of APMC markets and the introduction of digital trading platforms were

expected to bring multiple benefits, including:

1. Greater Market Access — Farmers could now sell to buyers beyond their local mandis,
including agribusiness firms, food processors, exporters, and retail chains, thus expanding

their market reach and bargaining power (Narayanan, 2021).
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2. Price Transparency and Competitive Bidding — Digital platforms such as ReMS
introduced online auctioning, allowing multiple buyers to bid on farmers’ produce,
reducing price manipulation by middlemen (Mukherjee, 2021).

3. Lower Transaction Costs — The elimination of APMC fees and commissions helped
reduce marketing costs, allowing farmers to retain a greater share of their profits (Sharma
& Jain, 2022).

4. Reduced Post-Harvest Losses — With access to direct buyers and contract-based
procurement models, farmers were expected to face fewer issues related to storage,

wastage, and distress selling (Ghosh, 2021).

Despite these anticipated benefits, the on-ground implementation of these reforms has faced
significant challenges, particularly for small and marginal farmers who struggle with digital
literacy, limited access to storage and logistics, and weak bargaining power against
corporate buyers (Patnaik, 2022). The effectiveness of market liberalization in Karnataka
remains a subject of debate, with varying outcomes based on farm size, crop type, and access

to market infrastructure.
2.2 Digital Agriculture and the Rashtriya e-Market Services (ReMS)

One of Karnataka’s most significant interventions in agricultural marketing reform has been
the introduction of Rashtriya e-Market Services (ReMS), a digital agricultural trading
platform launched in 2014. This initiative, implemented as a public-private partnership
between the Government of Karnataka and NCDEX e-Markets Ltd. (NeML), was
designed to integrate fragmented agricultural markets and enhance price efficiency (Patnaik &
Ghosh, 2022).

ReMS aims to modernize agricultural marketing by reducing dependence on physical
APMCs, increasing price transparency, and promoting competition among buyers. It
operates under the Unified Market Platform (UMP), which links various APMC markets
across the state into a single, digital trading network (Chand, 2020). The goal of this system
is to enable real-time price discovery, efficient price dissemination, and seamless digital

transactions, ultimately empowering farmers with better bargaining power.

Features of Rashtriya e-Market Services (ReMS)
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1. Unified Market Platform (UMP)

A) Seamless integration of APMC markets: Karnataka became the first state in India to
adopt an integrated digital platform that connects multiple APMC:s into a single digital
market (Sharma, 2021). This allows farmers to sell their produce not just at their local

mandi but to traders across the state, increasing competition.

B) Elimination of geographical price disparities: Farmers can access buyers beyond their
local mandis, ensuring better price realization and reduced dependence on local

middlemen (Narayanan, 2021).

2. Online Auctioning and Price Discovery

A) Competitive e-bidding system: Buyers (such as wholesalers, retailers, and exporters)
can participate in real-time digital auctions, reducing the scope for price manipulation by

intermediaries (Ghosh, 2021).

B) Standardized quality grading: The platform incorporates scientific grading and
sorting mechanisms, ensuring fair pricing based on crop quality rather than arbitrary

middlemen-driven pricing (Singh, 2022).
3. Direct Market Access for Farmers

A) Bypassing intermediaries: Farmers can directly sell to institutional buyers, food
processors, and exporters, thereby reducing transaction costs and eliminating

unnecessary commissions (Chand & Singh, 2022).

B) Improved transparency: Since prices are determined through open e-bidding,
farmers receive better price realization compared to traditional APMCs, where

cartelization among traders often suppressed prices (Mukherjee, 2021).
4. Market Intelligence and Price Forecasting

A) Access to real-time data: The platform provides farmers with live price trends,
supply-demand forecasts, and trade analytics, helping them make informed selling

decisions (Patnaik & Ghosh, 2022).
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B) Reduced price asymmetry: By offering daily price updates, ReMS prevents farmers

from falling prey to price misinformation spread by local traders (Narayanan, 2021).

Impact of ReMS on Farmers
1. Improved Price Realization

Studies show that farmers using ReMS have witnessed a 5-15% increase in price
realization for their produce compared to APMC markets (Sharma & Jain, 2022). High-value
crops such as turmeric, pepper, and horticultural produce have particularly benefited from
increased market linkages and better competition.

2. Increased Market Reach

ReMS has enabled farmers to access markets beyond their local APMCs, expanding their
buyer base to include corporate retailers, bulk purchasers, and exporters (Singh, 2022).

This has particularly benefited commercial-scale farmers who produce crops in surplus.
3. Reduction in Market Manipulation

Before ReMS, farmers often faced price collusion by traders, where commission agents
deliberately lowered bids in physical APMC auctions (Mukherjee, 2021). The introduction of

digital bidding has reduced this practice, ensuring fairer pricing mechanisms.
Challenges and Limitations of ReMS

Despite its success, the implementation of ReMS has faced several challenges, particularly for

small and marginal farmers:
1. Poor Digital Literacy and Internet Access

Many smallholder farmers lack the necessary digital literacy to access and use the platform
effectively (Patnaik, 2022). Rural areas suffer from poor internet penetration, making

digital trading difficult in remote villages (Sharma, 2021).
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2. Infrastructure and Logistics Barriers

Unlike large farmers who can hold and store their produce, small farmers lack storage
facilities and are often forced to sell immediately after harvest, making them vulnerable to
low-price periods (Ghosh, 2021). Poor transportation networks prevent efficient delivery
of produce to ReMS buyers, leading many farmers to prefer local physical APMC

transactions (Narayanan, 2021).

3. Limited Inclusion of Perishable Commodities

While ReMS has benefited non-perishable crops (such as pulses and grains), highly
perishable produce like tomatoes, bananas, and leafy vegetables remain poorly integrated
into the system due to the lack of cold storage facilities and rapid transport mechanisms

(Chand & Singh, 2022).
4. Dominance of Large Buyers

Corporate buyers and large agribusiness firms dominate ReMS transactions, leading to
concerns over market consolidation and price manipulation (Mukherjee, 2021). Small
farmers often lack bargaining power compared to bulk traders, limiting their ability to

negotiate favorable terms (Patnaik & Ghosh, 2022).

Policy Recommendations to Strengthen ReMS

To ensure greater participation and benefits for all farmers, the following steps are

recommended:

1) Expanding Rural Digital Infrastructure

Improve internet penetration in rural Karnataka to enable seamless participation in ReMS.

Provide digital literacy training to farmers to help them navigate the platform effectively.

2) Enhancing Rural Storage and Logistics
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Develop cold storage chains and warehouses to allow small farmers to hold their produce
until they secure better prices. Improve last-mile connectivity to ensure timely transportation

of produce to buyers.
3) Incentivizing Small Farmers to Use ReMS

Provide financial incentives, such as lower transaction fees, for small and marginal farmers
using ReMS. Facilitate the formation of farmer-producer organizations (FPOs) to

strengthen collective bargaining power.
4) Regulating Large Buyers and Ensuring Fair Trade Practices

Introduce market monitoring mechanisms to prevent price manipulation by corporate buyers.
Implement minimum support price (MSP) safeguards within digital transactions to ensure

farmers are not exploited.
3. Impact of Reforms on Karnataka’s Farmers

3.1 Economic Benefits and Market Access

The deregulation of APMCs and expansion of digital marketplaces have had notable positive
impacts:

1. Higher Price Realization: Studies show that farmers selling through ReMS receive 5—
15% higher prices compared to traditional APMCs, particularly for horticultural crops
(Chand & Singh, 2022).

2. Market Expansion: By allowing direct trade, farmers now have access to buyers
beyond their local markets, increasing competition and bargaining power.

3. Reduced Market Fees: The removal of APMC-mandated fees has reduced transaction

costs, benefiting farmers financially.

Despite these advantages, smallholder farmers (owning <2 hectares of land) have not fully
benefited due to structural barriers, including lack of awareness, digital literacy, and high
logistical costs (Narayanan, 2021).
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3.2 Challenges Faced by Farmers
3.2.1 Digital Divide and Accessibility Issues

While digital platforms like ReMS offer greater market transparency, a significant portion of
small and marginal farmers lack access to smartphones, internet connectivity, and digital
literacy (Patnaik, 2022). As a result, many remain dependent on traditional APMCs or

commission agents to navigate the system.
3.2.2 Price Volatility and Market Manipulation

Market liberalization has exposed farmers to increased price fluctuations. Unlike APMCs,
which provided some degree of price stabilization, private markets and online trading
platforms are highly volatile, often leading to price crashes during surplus seasons (Ghosh,
2021). Additionally, large agribusiness corporations dominate digital platforms,

potentially manipulating prices to their advantage (Sharma & Jain, 2022).
3.2.3 Storage and Logistics Constraints

A major limitation of Karnataka’s agricultural reforms is the lack of rural storage and cold
chain infrastructure. Without adequate storage facilities, farmers are forced to sell their
produce immediately after harvest, often at lower prices (Singh, 2022). This is particularly

problematic for perishable commaodities such as fruits and vegetables.
3.2.4 Weak Bargaining Power of Farmers

While market liberalization was intended to empower farmers, studies suggest that corporate
buyers and traders wield disproportionate influence in private markets. Small and
marginal farmers, lacking collective bargaining strength, often receive lower prices than large

commercial farmers (Mukherjee, 2021).
4. Policy Recommendations for Inclusive Agricultural Growth

To ensure Karnataka’s agricultural reforms benefit all farmers equitably, the following policy

measures are recommended:
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Strengthening Rural Infrastructure:

Invest in rural storage facilities, cold chains, and transportation networks to reduce post-

harvest losses. Expand last-mile connectivity for digital trading platforms.
Bridging the Digital Divide:

Conduct digital literacy training for farmers to enhance participation in online markets.

Provide subsidized smartphones and internet access to smallholder farmers.
Enhancing Farmer Cooperatives:

Strengthen farmer-producer organizations (FPOs) to improve collective bargaining power.

Facilitate direct contracts between FPOs and institutional buyers.
Regulatory Oversight and Price Stabilization:

Implement minimum support price (MSP) guarantees in digital trade to prevent price

crashes. Establish market monitoring mechanisms to prevent corporate price manipulation.
5. Conclusion

Karnataka’s agricultural reforms, particularly the deregulation of APMCs and introduction
of digital marketplaces, have brought significant benefits in terms of price transparency,
increased market access, and reduced transaction costs. However, these reforms have also
exacerbated inequalities by favoring large farmers while leaving small and marginal farmers

vulnerable to digital exclusion, price volatility, and corporate dominance.

To make Karnataka’s agricultural liberalization truly inclusive, policymakers must address
structural barriers such as digital illiteracy, storage deficits, and weak farmer bargaining
power. By investing in infrastructure, digital education, and regulatory safeguards,
Karnataka can create a more equitable and sustainable agricultural market that benefits all

farmers, rather than a privileged few.
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