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Motivation

A Considerable interest in information technology for market performance
and rural development

A Numerous projects implemented by NGOs and Governments:

A Use digital technology to provide information and promote development
A Grameen Phones- Bangladesh, Telecenters Nigeria and Peru

A Theoretical Literature on the value of information:

A Costly search lowers competition, creates inefficient allocation of goods
A Stigler 1961, Rothschild 1973, Salop & Stiglitz 1977, Pratt, Wise & Zeckhauser 1979

A Empirical Evidence:

A Effects of IT on average price and price dispersion in the US
A Brown & Goolsbee 2002, Baye, Morgan & Scholten 2006

A Effects on developing country markets rare
A Jensen 2007, Goyal 2009
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Research Question

A How do improvements in information impact market performance?

A Unigue Intervention launched by private company ( ITC Limited) in Central India
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Rural Markets in Madhya Pradesh

A 60 million people - Agriculture contributes 30% to state GDP engaging 65%
workforce

A 233 Government regulated wholesale agricultural markets (mandi9

A State Agricultural Marketing Act, 1972 prohibits transactions outside
mandis

A Produce sold through an open outcry ascending bid auction

A Government employee visually inspects quality and sets initial price. From
here the buyers bid upwards until produce is sold. Rapid Process

A Licensed traders, mostly intermediaries who sell produce up to processing
companies
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The Intervention

A Prior to the Intervention, ITC Ltd. purchased soybeans from traders

A Processes soybean. Sells oil and feed in the domestic and international market
A Beginning in October 2000, began to buy soybeans directly from farmers

A Control quality better and lower transactions cost by bypassing intermediaries
A Dual Role for the Infrastructure. Long term plan for selling consumer products
A Used a provision in the by -laws of the Act in early years to do direct buying

A Marketing Act Amended in April 2003
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The Intervention

2 Dimensions

|. 1700 internet kiosks set up in villages

A Each kiosk caters to 4 other neighboring villages

A Operated by a trained farmer

A Each day, low and high price of soybean in local markets posted on a website
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A Weather updates and information on farming techniques available online

ll. 45 warehouses (called hubs) set up in towns

A Provides a point of contact between farmers and ITC Ltd
A Quiality scientifically tested at the hub
A Cluster of kiosks linked to each hub
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