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AGRICULTURAL TECHNOLOGY ADOPTION INITIATIVE

EMERGING
INSIGHTS

Improving Input & Output Markets to Support Smallholder Farmers in South Asia and Sub-
Saharan Africa: Evidence from the Agricultural Technology Adoption Initiative

Agricultural Technology Adoption Initiative:

The Agricultural Technology Adoption Initiative (ATAI) has funded more than forty rigorous evaluations,
the majority full-scale randomized controlled trials, addressing critical evidence gaps with rigorous, causal
evidence. ATAl studies seek to advance practical understanding of the obstacles and opportunities critical
to technology adoption for smallholders. The “Emerging Insights” series distills evidence from ATAI and
complementary studies to broadly share the outcomes of the project as a means to inform programming

and policy. The following brief focuses on improving input and output markets.

Context:

In sub-Saharan Africa farmers tend to
operate largely in shallow markets where
investing in inputs and technologies that
increase yields may not increase farmer
profit. Farmers may receive lower prices
from markets flooded with increased

supply. This suggests that interventions that
increase farmers’ access to deeper output

maurkets — such as better infrastructure and

contracts— may increase farmers uptake of

inputsthat improve yields, because it will
also open opportunities to improve profits.

Price Information:
Information about market conditions and

prevailing prices may be veryimportant as farmers
decide how, when, and where to sell their harvest.
Giventhat prices may varysubstantially across
relativelysmall distances and small interv als of
time, accessing price informationin principle could
lead to much larger profits for farmers, by allowing
them to bargain withtraders or choosingto sell at
markets with higher prices.

Evidence-based insights:

e Simply providing price information to farmers is
unlikely to have significant effects on farmer
incomes or price levels as the information
alone does not give farmers strong bargaining
power in the presence of high transport costs
(Fafchamps & Minten 2008) (Mitra et al. 2015)
(Goyal 2010) (Aker 2010).

e Yetwhen price information is provided to
intermediaries or producerswith direct access

to markets, market pricesconverge and
producersmay benefit (Jensen2007).
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Input & Output markets:
Future research

Research results are thus far insufficient to
provide robust evidence-based insights to
address the following key
questions/hypotheses:

e Islacking infrastructure a primary barrier to
agricultural technology adoption?

Increasing market access through
infrastructure development mayincrease
accesstoinputs and decrease their costs,
and may increase access to output markets
which may increase the profitability of
technology adoption and increase yields
(Ashrafet al. 2009) (Ali 2011). Some
evidence indicates that infrastructure
investment mayto some extent depend on
the existing market for agricultural
commodities (Casaburi et al. 2013), and
farmers’ ability and willingness to pay the
price for better market access (Raballand
etal. 2011).

Do enforceable contracts between farmers
and purchasers improve supply chains, with
benefits to farmers and/or traders?

Enforceable contracts may create economies
of scale,and couldfacilitate accessto
technologies, financial services, and output
markets that may provide opportunities for
higher yields and higher profits for smallholders
(Casaburi & Reed 2014) (Brambilla & Porto
2011) (Casaburi et al., forthcoming).

Does crop quality information get passed along the
value chain, and are higher quality outputs
rewarded?

Buyers and sellers may not trust each other
(Fafchamps et al. 2008), and/or farmers may
be most stronglyrewarded by the quantity
and directly observable characteristics of
what they sell, rather than the quality
(Hoffmann et al. 2013). Evenif information
about crop-quality passes credibly through the
value-chain,smallholders may not benefit
enough to pay for increased quality under
certain contract conditions or other
relationships withintermediaries (Casaburi &
Reed 2014). Evidence to this effect may help
explainif/how value chain dynamics could
affect lowinvestment in quality-enhancing
technologies.

Given the limited evidence-based insights above, and current interest among related
researchers and practitioners, ATAI suggests emphasis on the following topics to further
understand effective interventions to input and output market structures that improve

smallholder productivity and profits.

Emphasized:

e RCTsthat canidentify if/fhow market shallownessl may be a significant constraint to productve investment

e Contractfarming arrangements

e Therole of quality in pricing across the supply chain

De-Emphasized:

e Systemsthat only provide price information withoutaddressing smallholders’ bargaining powerand accessto

markets
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