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Abstract: Regulated markets are established to bring order, transparency, and fairness to the trade of goods, 

especially agricultural commodities. However, despite their intended purpose, they face a multitude of 

challenges that hinder their efficiency and the benefits they promise to stakeholders. This paper explores the 

major obstacles confronting regulated markets including governance issues, infrastructure inadequacies, 

price manipulation, and limited access for farmers. Through a review of existing literature and data analysis, 

this article outlines the key features of regulated markets and presents evidence of their shortcomings. 

Index Terms - Regulated Markets, Agricultural Marketing, Infrastructure, Price Discovery, Farmer Access, 

Governance. 

I. INTRODUCTION 

Regulated markets were conceived as a tool to ensure fair trade practices, prevent exploitation of farmers, 

and improve the marketing efficiency of agricultural produce. Especially prominent in developing 

economies, these markets aim to establish a structured trading environment. However, various systemic, 

operational, and policy-related challenges have impeded their effectiveness. This paper focuses on 

identifying these challenges and analyzing their implications for stakeholders, particularly small and 

marginal farmers. 

II. REVIEW OF LITERATURE 

Several scholars have critically analyzed the functioning of regulated markets. According to Acharya and 

Agarwal (2004), while regulated markets were initially successful in standardizing weights and measures 

and ensuring better price discovery, over time they became less responsive to changing market needs. 

Ramesh Chand (2012) highlighted issues of excessive bureaucracy and lack of private sector participation. 

More recently, studies by the Indian Council for Research on International Economic Relations (ICRIER, 

2018) indicate that poor infrastructure and limited access to market information remain significant barriers 

to efficiency. 

Singh and Sadhu (2015) observed that although regulated markets were established to protect the interests 

of farmers, these platforms often fail to eliminate middlemen, who continue to exploit farmers through 

malpractices and under-pricing. Similarly, Saxena (2017) emphasized the role of local politics in 

influencing the market committees, which distorts transparency and fairness in price determination. 

Studies by the World Bank (2020) and NITI Aayog (2021) further point out that despite technological 

initiatives like the National Agriculture Market (e-NAM), the penetration and utilization of these digital 

platforms remain low due to lack of digital literacy and inadequate internet infrastructure in rural areas. 

Furthermore, Sharma et al. (2019) found that even when infrastructure is available, the uneven distribution 

and concentration of facilities in certain regions create imbalances in market accessibility. 
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Overall, the literature reflects a consensus that while regulated markets were a necessary intervention at the 

time of their inception, the changing dynamics of agriculture and market expectations require an urgent 

overhaul in their structure, governance, and operational mechanisms. 

 

III. KEY FEATURES OF REGULATED MARKETS: 

1. Market Committees: Market committees are statutory bodies constituted under the APMC 

(Agricultural Produce Market Committee) Acts of various states. They are responsible for regulating 

the marketing of notified agricultural produce. These committees ensure that transactions are 

conducted transparently and fairly, oversee the infrastructure and facilities in the market, and resolve 

disputes between buyers and sellers. 

2. Licensing of Traders: To maintain order and accountability, only licensed traders are permitted to 

operate in regulated markets. This system aims to prevent unauthorized trade, ensure fair practices, 

and keep a check on exploitative behavior by middlemen. 

3. Standardization of Weights and Measures: One of the foundational objectives of regulated 

markets is to eliminate malpractices in weighing and measurement. By enforcing standardized 

weights and measures, these markets protect farmers from being cheated and ensure that trade is 

conducted equitably. 

4. Infrastructure Provisions: Adequate physical infrastructure is essential for the smooth functioning 

of regulated markets. This includes covered platforms for auctioning produce, storage facilities such 

as warehouses and cold storage, grading and sorting units, and transportation support. A well-

developed infrastructure helps in reducing post-harvest losses and improving the quality and shelf-

life of perishable commodities. 

5. Price Discovery Mechanism: Regulated markets adopt transparent mechanisms for price discovery, 

such as open auctions or bidding processes. This system enables farmers to get competitive prices 

for their produce based on demand and supply dynamics, rather than being subjected to arbitrary 

pricing by traders or middlemen. 

6. Market Fees and Charges: To fund the operation and maintenance of market infrastructure, various 

fees and charges are levied on transactions. These may include market fees, license fees, and charges 

for services such as weighing and storage. However, there is growing concern that in many cases 

these charges are high or opaque, and do not always reflect the quality of services provided. 

IV. Overview of Regulated Market Infrastructure in Select States (2022) 

                  Table 1: Overview of Regulated Market Infrastructure in Select States (2022) 

State 
No. of 

Regulated 
Markets 

% Markets with 
Storage Facilities 

% Markets with E-
Auction Systems 

Maharashtra 305 65% 40% 

Punjab 154 78% 55% 

Bihar 98 30% 20% 

Karnataka 155 85% 90% 
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Table 2: Regulated Market Infrastructure in Additional 
States (2022) 

State 
No. of 

Regulated 
Markets 

% Markets with 
Storage Facilities 

% Markets 
with E-
Auction 
Systems 

Tamil Nadu 289 70% 60% 

Gujarat 223 58% 35% 

Uttar 
Pradesh 

425 50% 25% 

Rajasthan 312 62% 45% 

West 
Bengal 

110 48% 30% 
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V. ANALYSIS: From the data, it is evident that states with better infrastructure like Karnataka tend to 

perform better in terms of farmer satisfaction and operational efficiency. However, states like Bihar lag 

behind due to poor infrastructure and low adoption of digital systems. The uniform application of market 

fees regardless of service levels further exacerbates dissatisfaction. Additionally, the limited number of 

licensed traders creates a cartel-like structure, hampering true price discovery. 

VI. CHALLENGES:  

Governance Issues: Market committees often suffer from political interference and lack of autonomy. 

Inadequate Infrastructure: Many markets lack basic amenities like cold storage, grading systems, and 

auction halls. 

Price Manipulation: Limited competition among buyers leads to collusion and price suppression. 

Access Limitations: Small and marginal farmers often find it difficult to reach or afford market services. 

Lack of Digital Integration: Despite initiatives like e-NAM, adoption remains inconsistent. 

Opaque Fee Structures: Charges levied on traders and farmers are often not commensurate with services 

rendered. 

VII. CONCLUSION: 

While regulated markets have played a crucial role in agricultural marketing, their current state reveals a 

dire need for reform. Ensuring better governance, infrastructural investment, digital integration, and 

liberalized trader access are key to revitalizing these markets. Policymakers must adopt a holistic approach 

that includes stakeholder participation and technological advancements to truly harness the potential of 

regulated markets. 
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