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1. BACKGROUND 

Enhancing agricultural livelihoods is an important challenge in a country housing the 

world‟s largest farming population (including small and marginal whose income growth 

has remained modest or stagnant in the twenty-first century). This, despite India having 

established its role as a world leader in the production of several agricultural 

commodities. While co-operatives have served the sector well in the past governmental 

interference, poor reach (only 1 in 5 farm households are estimated to have availed 

services of co-operatives), elite capture, and organisational challenges have necessitated 

the launch of new institutional forms to meet a few contemporary challenges pertinent to 

enhancing farmers‟ incomes through collective action. With a new legal framework in 

place producer collectives (co-operatives and companies) and Farmer Producer 

Organisations (FPOs) have been contributing valuable services to the agricultural value 

chain. The SFAC (Small Farmer Agribusiness Consortium) figures indicate a reach of 

8,87,427 farmers in 30 states organised through 879 (483 registered, 396 under 

registration) FPOs with over 21 civil society organisationsproviding technical and 

organisationalsupport for the last 4-5 years.  

Many organisations have been involved in promoting producer collectives for, at least, a 

decade holding out huge promise for farmers through FPOs. Preliminary explorations do 

reveal, however, the numerous challenges these new generation organisations continue to 

face in terms of getting farmers to benefit from the entire agricultural value chain. The 

recent FPO spurt indicates a need for not just aggregation but also for the infusion of 

capital, capability, and technology in order to benefit from this aggregation. It has been 

suggested that institution building, diversification, risk mitigation, tenancy reform, and a 

marketing revolution are five pillars upholding the organisation of FPOs. While 

aggregation might be a first step in the journey access to sustained capital, technology, 

and professional support are imperative for strengthening the five pillars. As in the case 

of business enterprises things like capital, technology, and professional support are 

required for building FPOs as organisations. Equally important are the strengthening and 

scaling up of their operations, building grassroots (producers) capacities, and making 

these collectives financially viable in a crowded and increasingly competitive space. In 

order to build a larger producer collective ecosystem to create a wider impact on 

livelihoods, it is imperative to manage synergy and alignment or collective action 

between the various agencies involved in promoting the FPOs. 

The Institute of Rural Management Anand (IRMA) has been associated with the 

country‟s co-operatives and collectives since its inception. To enhance its existing role of 

strengthening the co-operative movement by initiating processes for a learning alliance on 

producer collectives, it organised a preliminary workshop on „Producers Collectives and 

Livelihoods: Exploring Issues for Research and Policy‟ on May 11-12.The workshop, co-

ordinated by Pramod K. Singh and C Shambu Prasad, was launched to create an 

innovation space or platform for brainstorming, learning, and sharing with regard to FPOs 

across multiple actors- CEOs and MDs of FPO. It was also aimed at promoting resource 

organisations supporting producer collectives and academicians interested in producer 
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organisations. One of the objectives of the workshop was to build on recent thinking in 

smaller groups across India on FPO effectiveness and strategies to help formulate and 

contribute to the ongoing policy discourse on producer collectives that were, particularly 

relevant to aspects related to linkages, capital and FPO capabilities. Another objective of 

the workshop included enhancing the current knowledge base and research on FPOs. For 

the second objective the institution (IRMA) particularly wanted to identify themes for its 

year-long study on FPOs aimed at exploring three broader dimensions: sustainability of 

producers' collectives, emerging challenges besetting producers' collectives, and the 

potential impacts of collectivisationon the livelihoods of producers in an emerging 

context. 

The workshop was attended by 79 participants consisting of producers, promoters, 

financing and capacity building institutions, researchers, and academicians from about 35 

organisations including researchers from IRMA. In order to gain insights into the 

Producers‟ Collectives (PCs) policy and research issues the workshop broadly focussed 

on six themes including socio-political and economic contexts, institutional design, the 

institutionalisation process, availability and access to capital, policy, legal and regulatory 

framework along with value chain, marketing and product innovations 

The two-day workshop was broadly divided into nine sessions. The focus of the first day 

was on experience sharing on the part of producers, promoters, government officials, and 

academicians. It started with inaugural speeches regarding the current state of PCs, 

followed by producers and promoters‟ experiences with producers‟ collectives, public 

seminar on the changing face of agriculture and the role of producers‟ collectives, and 

group discussions regarding generating research ideas. The second day‟s focus was on 

compiling experiences, documenting issues for policy, generating research questions, and 

developing a future strategy. The day started with plenary presentations by six groups on: 

the socio-economic and political context, design of institutions, the institutionalisation 

process, availability and access to capital, policy, legal and regulatory issues, and value 

chain and marketing. This was followed by a discussion on the way forward. 

This report summarises each of these sessions separately by bringing forth the learning, 

challenges, suggestions, and areas for research and policy advocacy shared by various 

stakeholders and participants of the workshop. 

2.  BROADER ISSUES IN PCS (INAUGURAL SESSION) 

The inaugural session of the workshop was moderated by Professor Jeemol Unni, 

Director of IRMA. The guest speakers were PD Rai, RS Sodhi, Ashish Mandal, and AR 

Khan. The speakers discussed the overall progress and issues of PCswhile bringing 

insights to the table from their respective fields. 

PD Rai, Member of Parliament from Sikkim and Chief Guest of the workshop, mentioned 

that farmers face enormous externalities in the form of price rise, inflation, and political 

economy. These issues, which have been the centre of debate in the Indian government, 

hardly ever reach a point of consensus even with the ruling and opposition parties saying 
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exactly the same thing. We need to identify a way of dealing with these externalities. 

Various policies implemented in the agricultural sector have not been able to make a 

serious dent in the farmers‟ crisis. These policies need to be scrutinised given the paucity 

of information regarding how various actors perform under a policy umbrella in terms of 

reaching benefits to the farmers. An issue dogging the new generation collectives 

involves the financing and working capital not reaching them. The need of the hour is 

identifying how subsidies actually work and whether the issue of subsidies not reaching 

the collectives is embedded within the FPOs per se, or whether it is a reflection of 

weakness in the implementation process.  

RS Sodhi said that the terminology of producers‟ collectives is a progression from co-

operatives. The new terminologies bring more enthusiasm to professionals and keep their 

interest going.  Based on his 33 years of experience in the collectivisation of farmers he 

mentioned the three major challenges that producers‟ collectives face at the present time: 

(i) Poor leadership: it is very difficult to attract dedicated youth to the collectives in rural 

areas and make them believe that leadership in collectives is an honourable job.(ii) 

Attracting committed professionals: Getting and retaining graduates from good 

institutions is also a challenge. One of the main ideas behind Dr. Kurien‟s launching 

IRMA had included addressing this issue by providing leadership to rural management. 

(iii) Moving away from subsidy orientation: Capital is an essential element in collectives‟ 

functioning; however, the challenge is to insulate collectives from subsidy type 

orientation. These are like crèches and developing their dependence on subsidies will 

never allow them to become commercially viable. 

Ashish Mandal emphasised that FPOs have a lot of potential. Since 2005 the Action for 

Social Advancement (ASA) has been able to form 50 FPOs of which 42 have set up 

federations to look into marketing, seed production, and technology-related issues. While 

the number of FPOs is growing in both quality and quantity, they continue to face various 

obstacles in moving up the ladder. It is not as if these obstacles cannot be removed, but 

they need a more systematic approach and investment. This includes credit collateral of 

up to one crore rupees, which is sufficient but the lending system is not appropriate. This 

is something on which the government needs to work by launching a new Act. 

Finally, AR Khan made his observations in the context of NABARD‟s experience with 

FPOs. First, he mentioned one of the typical problems across FPOs as being lack of 

planning. According to him, first they take the credit and then start thinking of doing 

something, whereas it should be the other way around. Second, he reflected on the issue 

of subsidy in credit, on whether there should be subsidies in credit or not and if there is 

any possibility of completely moving away from subsidies. Both are big questions 

requiring more clarity. Third, referring to the credit issues of NABARD he mentioned the 

tendency of taking this credit lightly sans clarity on what makes these organisations take 

NABARD‟s support for granted. Behaviour of this sort causes us to doubt our approach. 

As a result, we keep changing our rules. Finally, with regard to the other support systems 

of PCs, he mentioned that most FPOs are donor-driven and facilitated by NGOs. While 

the involvement of NGOs is necessary it must be remembered that they are 
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philosophically different and there are limitations to their involvement. The problem is 

that at a certain period they don‟t move in a straight line. When an FPO becomes mature 

it should be delineated away from NGOs, which has not been happening in most cases. 

3.  GRASSROOTS EXPERIENCES ON PRODUCERS COLLECTIVES 

Four FPOs shared their grassroots‟ experiences. These included the Dharani Farming and 

Marketing Cooperative Limited, RUDI Multi-trading Cooperative Limited, Mhow 

Agriculture Producers Company Limited (MAPCL), and FPO Sikkim. This exercise 

focussed on the initiation, objectives, achievements, and challenges and has been outlined 

in the sections 3.1 to 3.4. 

3.1 Dharani Farming and Marketing Cooperative Limited (presented by 

Murugeshan) 

The Dharani FPO has been promoted by Timbaktu since 2008, which started its organic 

farming programme in 2005, with the aim of handing over control of the entire agri-value 

chain to farmers. It supports FPOs in terms of production and certification in organic 

farming, produce procurement, and sales and distribution of the final produce. Dharani 

procures, processes, and markets the organic produce of farmer members. It has a unique 

operating system since the crop planning is conducted for 18 different crops before the 

cropping season with prices fixed by the Board of Directors. The procurement is 

guaranteed at a fixed price or market rate – if that is higher– and the profit is redistributed 

as a patronage bonus. The procurement occurs at the farm gate using certified weighing 

scales.  

Dharani consists of 1800 farmers spread across 45 villages, with a 30%-35% female 

membership. It has a processing unit at the Chennekothapalli village of Anantapur for 

groundnut, millets, and pulses. Dharani experienced tremendous upsurge in acreage, 

procurement, sales, and profit during 2006– 2014. However, in recent years, procurement 

has evinced slight decrease- from Rs. 10782662 in 2013-2014 to Rs. 97928308 in 2014-

2015. This is because of a 50 % descent in rainfall during the cropping season. The 

storage, value addition, and sale are undertaken under the brand name „Timbaktu 

Organic‟. The brand reaches 40 towns and cities of southern India with a network of 246 

retailers, bulk buyers, and direct consumers. All this has been achieved with minimal 

marketing expenditure because the sales are driven primarily by customer pull, owing to 

relatively low prices and good quality of products in the organic market.  

Presently, the co-operative is on the way to sustainability. All the operating and 

administrative expenses are generated by the business itself, except for the CEO‟s salary. 

The requirements of working capital are met through: member shares and deposits 

(around Rs. 27 lakhs), grants (Rs. 35 lakhs), loans from friends (Rs. 18 lakhs), loans from 

other co-operatives promoted by Timbaktu Collectives (Rs. 30 lakhs), loans from the co-

operative staff (Rs. 65 lakhs), and retained profits (Rs. 17 lakhs).  
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The major challenges faced by the co-operative are: 

1. Poor infrastructure: The current processing unit can handle only 300 tons of 

produce with no public storage facility available within a 50 km radius. Therefore, 

the need is to increase both the processing and storage capacity by 10 times. This 

requires a working capital of Rs. 10 crore along with RTC and RTE product 

investments worth Rs. 5 crore. The existing infrastructure is further constrained by 

erratic power supply. 

2. Getting and retaining professionally and technically skilled manpower. The 

processing units exist in rural areas and, notably, professionals with knowledge and 

skills concerning business administration, sales, and distribution do not want to 

stay in these areas. The alternate option of training local youth in basic accounting 

and data entry operations is time consuming. 

3. Complex and excessive tax system: The tax structure is very rigid and the process 

of submitting documents to government websites is time consuming. As the co-

operative grows excise duty is also levied on it, which makes it expensive for the 

organisation. 

3.2  RUDI Multi-trading Cooperative Limited (presentation by Ms. Umaben 

Swaminathan) 

The RUDI Multi Trading Company Limited (in short, RUDI Company) was established 

in 2007 by Self Employed Women‟s Association (SEWA). Women are the members of 

RUDI Company who are called „Rudiben‟. Farmers suffer because of small land 

holdings, low production capacity, exploitation by middlemen due to inadequate market 

access, high rate of debt, and land hypothecated to money lenders not to mention lack of 

working capital, technology, and tools and equipment along with non-availability of 

funds/loans/working capital, and lack of awareness regarding the production system and 

market access. RUDI has been established to overcome these challenges as an innovative 

agri-business initiative guided by the Gandhian principles of simplicity, women‟s 

leadership, and self-reliance. It aims to ensure work, income, and food security of rural 

women and households, strengthening of rural economy by rotating its funds within the 

village, and providing quality products at affordable prices. Its empowerment strategy 

involves direct procurement from farmers, processing, marketing, sales, and product 

distribution to about one million HHs. Currently, its membership strength stands at 1.95 

million women from 12 states of India, of which two thirds are from rural areas and 60 

percent comprise small and marginal farmers and labourers. About 15000 farmers have 

direct market linkages and acquire20-30%higher prices against the locally offered prices 

by traders. Over time RUDI has developed a comprehensive supply and value chain 

system with the support of Hindustan Unilever. As a result, about 400 processors have 

regular employment and earnings to the tune of Rs.5000 to Rs.10000 per month; about 

3000 distributors and dealers continue to earn Rs.5000 to Rs.25000 per month through 

sales and marketing. In addition, the FPO has also improved its agri-business with the 

help of mobile technology known as the RUDI MIS system. This has reduced expenses 

and travel time relevant to giving purchase orders and collecting material. All this allows 
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the RUDIben to spend time on sales. RUDI has reached 3000 RUDIbens and is planning 

to reach an additional 1500 this year.  

3.3 Mhow Agriculture Producers Company Limited (MAPCL) (presented by 

Vinita Rai) 

While the changing nature of demography, land, and the food basket has made various 

opportunities available to farmers of the vegetable sector in Indore (MP), these 

opportunities are constrained by various problems. Some of these are:frequent floods 

during monsoons and their effect on vegetables, temporary irrigation facilities, poor post-

harvest management at field level, under developed markets, poor road connectivity, 

erratic electricity, migration of farmers as labourers to urban areas, small sized land 

holdings, and lower price realisation of produce. In order to overcome these challenges 

the need is to develop rain water harvesting facilities, train farmers to produce better 

quality vegetables, storage facilities, establish a strong supply chain from the farm to 

market, export facilities to farmers, and strengthen road network to the villages. 

The MAPCL is a recently established FPO in the area, which aims to enhance the income 

of growers by overcoming these challenges. Its agenda is to increase organic production 

and productivity, promote advanced pre and post harvest technologies in order to 

minimise losses, and improve product quality and market access by strengthening values 

chains. At the initial stage it has conducted baseline surveys and is in the process of 

organising growers into a farmers‟ association, liaising with the government and other 

farmer associations, and marketing products. It has also conducted training sessions for 

LPRs with regard to formulating business plans and work strategies through practical 

experience including the demonstration of different tools and techniques while 

conducting exposure visits of members. The MAPCL was among the first FPOs in MP to 

have registered with the IFFDC and has been supplying inorganic fertilisersto members. 

For the promotion of organic farming the MAPCL is associated with some brand organic 

companies and local farm interventions (Amrit Pani). 

3.4 FPO Sikkim 

By 2015, Sikkim became a 100% organic state. The formation of farmers‟ interest groups 

(FIGs) started in 2012 and, currently, there are two FPOs in the state. In the east of the 

state there are92 FIGs comprising 1069 members with shares contributed by 712 

members. The main crops grown by FPOs include cardamoms, Sikkim mandarins, ginger, 

turmeric, paddy, orchids, and vegetables. Like the MAPCL this FPO, too, is in the early 

stages of development faced with enormous challenges in running its operation. There is 

a huge communication gap between the FPO and Indian Grameen Service Limited 

(promoter organisation) not to mention scarcity of funds, lack of technical input in pre 

and post harvesting, and lack of marketing support, training and other facilities. The FPO 

conducts marketing through its own efforts without external training or linkage support, 

excluding a pickup van provided by the Chief Minister of the state. In addition, the FPO 
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is also constrained by external factors such as unpredictable weather (heavy rainfall, hill 

storms, and landslides), carriage troubles (head loading), and smallholdings. 

In order to smoothen their functioning while enhancing production and marketing the 

FPOs need transportation facilities, collection centres, cold storage facilities, vacuum 

packaging, small handy tools and machines, financial support for both land holders and 

tenant farmers, crop insurance, setting up bio fertiliserfactories in the state, marketing 

linkages and trainings, kissan mandis in every bazaar, and extension support. 

4. PROMOTERS’ EXPERIENCE ON PRODUCERS’ COLLECTIVES 

Promoters‟ experiences were shared by five organisations including the NDDB Dairy 

Services, ALC India, TECHNOSERVE, BASIX, and ACCESS Development Services. 

As with producers the promoters‟ experience sharing also focussed on their initiation, 

objectives, growth, achievements, and challenges. 

4.1 NDDB Dairy Services 

The NDDB dairy service has been promoting FPOs since 2012 and, so far, it has 

promoted five FPOs: Paayas, Maahi, Shreeja, Baani, and Saahij in five different states of 

India. One of the principles that the organisation engages in during the promotion of 

FPOs is that the business is conducted only with members; member participation is 

mandatory in both the business and governance in order to avoid free riders. Members‟ 

equity is proportional to patronage and patronage is based on the members‟ classes. 

Business is managed professionally with economy of scale that is sufficient to ensure 

viability and self-sufficiency at the earliest. Besides, there is an efficient value chain 

system in place to maximise returns to members. Moreover, the organisation has an 

appropriate communication and grievance redressal system in place and makes effective 

use of technology for information and data management to ensure transparency and 

deliver need-based services. The total membership of 5 FPOs is 2.67 lakh, of which 

96499 are women members. The total turnover of five FPOs in FY 2014-2015 is 1973 

crores. 

Notwithstanding the enormous growth experienced over the years the promoter has been 

facing various internal and external challenges while promoting FPOs. It is difficult to 

acquire competent professionals committed to the FPOs‟ purpose. Other difficulties 

include  building initial capital, value addition involving moving from bulk marketing to 

branded retail marketing retaining only active members and weeding out the uninterested 

ones, non-availability of finance when required and lack of collateral and equities, high 

rate of interest and VAT, and the subsidy orientation of FPOs. 

4.2 ALC India 

The Access Livelihoods Consulting India Ltd (ALC) has been working, over the last 10 

years, with 65 professionals from various fields and institutions like the IIMs, IRMA, 

Symbiosis, IIFM, KSRM, XIMB, and TISS. Its goal is to enable equitable and sustainable 

economic development of the marginalised. It provides professional services to 
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marginalised people that include mainly women and tribal communities as individuals 

and collectives who have been organised as active contributors to a growing economy and 

are getting a fair and equitable share of wealth generated by them. The ALC has 

promoted41 FPOs in the areas of agricultural, horticulture, dairy, and forestry while 

providing services to more than 175 organisationsin 23 states of India. The ALC is 

directly working with55 thousand HHs, and indirectly with 2 lakh HHs. 

The organisation expressed the following challenges while promoting the FPOs: 

i. Limited access to capital investment and working capital: Requisite finance 

(capital investment and working capital) is not available to FPOs when required. 

Access to working capital is inadequate towards meeting programme expenses. 

Supporting agencies (aid agencies) do not have a long-term commitment to FPO 

promotion. It takes about eight years to sustain an FPO (three years go by during 

the registration process and the rest of the time is taken up by the business cycle), 

yet the support lasts for a very short duration. 

ii. High taxation leading to poor financial viability: While some of the taxes are 

acceptable highVAT, IT, and interest rates affects the financial viability of 

FPOs.FPOs that are treated on par with normal private limited companies with a 

taxation rate of 30.9% face a huge liability on their resources. 

iii. Subsidy vs. business tradeoff: All the collectives comprise women and there have 

been difficulties in shifting from the subsidy orientation approach, which has got 

rooted in the community to loan/equity/business orientation. 

iv. Productivity enhancement vs. value enhancement: FPOs are more focussed on 

productivity enhancement than on value enhancement for production (through 

processing, value addition, and market linkages). 

v. Low capability of local leadership: Professionals trained externally are not willing 

to work in rural areas. The existing leadership at the community level has low 

capability and nurturing process is difficult and time-consuming task. 

vi. Poor membership: Maintaining 100 percent active membership has been difficult 

and impossible so far. 

4.3 Technoserve 

TECHNOSERVE is a US-based promoter that has been working in India for the last eight 

years, mainly in Bihar and MP. It stands for business solutions to poverty and considers 

the FPO as a business unit and works directly with farmers and other agencies by 

providing technical support and training for business planning. The organisation aims to 

foster skill development and entrepreneurship, strengthen value chains andpromote 

sustainable local economic development, and support gender inclusiveness within 

communities. 

The organisation has developed a Maturity Assessment Index (MAI) along which it ranks 

producer groups for providing services. A preliminary assessment ofcrop profile and 

post-harvest challenges of producer groups is conducted for ranking purposes. Then, the 
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organisation deploys the JEEVIKA core team to act as trainers for producer groups. The 

training sessions are delivered in the areas of business planning, financial planning, 

record keeping, and market linkages. The organisation assures transparency with regard 

to weight, grading, and payment receipts. It adopts the aggregation and market linkage 

business model wherein member farmers are provided transparent and accurate valuation 

for their produce with minimum intermediaries between them and the final buyer. The 

chain of stakeholders includes the farmer, producer group, the Producer Company, and 

institutional buyer. There have been attempts to eliminate multiple layers of 

intermediaries and ensuring, thereby, a better price realisation while allowing farmers to 

benefit from off-season price increases. 

With the support of TECHNOSERVEFPOs have been realising about 10% higher prices. 

Farmers have been receiving faster payments through cashless bank transfers, within 48 

hours of selling their produce. Business maturity has increased and a platform has been 

created for future value addition. 

The challenges identified by TECHNOSERVE working with FPOs include: lack of 

enabling ecosystem and linkages, lack of governance and institutional structures, 

andcapacity gaps within management. 

In order to overcome these challenges the organisation suggested developing a Maturity 

Assessment Index (MAI) to evaluate capacity gaps in producer groups, gap assessment of 

three to five selected value chains, capacity building of trainers (JEEVIKA) and then 

trainees in the value chain and programme intervention strategy, establishing an effective 

Management Information System (MIS) and training in running the system, 

andorganising exposure visits. 

4.4 BASIX Social Enterprise 

The BASIX Social Enterprise is a group of 13 entities engaged in livelihood promotion 

activities. It provides financial inclusion services, institution development services, and 

agriculture and business development services for livelihood promotion. The group is 

spread across all the states of India and serves three million rural and urban poor. The 

group also works in various regions of Africa, South Asia, and South East Asia covering 

26 countries. Ofits 13 entities four are: Indian Grameen Service Ltd, Basix Krishi 

Samruddhi Ltd, C-TRAN Consulting, and BASICS Ltd. All of these entities are engaged 

in FPO formation and strengthening. So far, the group has formed 210 FPOs with 67585 

shareholders across 2252 villages, 63 districts, and 19 states with a share amount of Rs. 

4.94 crores. The group includes three state-level FPOs: Telangana Rythu Producer 

Company Ltd, UPPRO Kisan Producer Company Ltd, and BANGIA Farmer Producer 

Company Ltd. 

In the institutional services‟ sector it has imparted training in model development to an 

NGO‟s staff as well as FPO governors and members. In the business plan development 

sector it has assisted FPOs with developing bankable business plans along with forward 

and backward linkages. In addition, it has trained around 950 staff of six resource 
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institutes in 10 states of India. 

Besides the challenges expressed by earlier promoters the BASIX group has experienced 

the following challenges while working with FPOs. 

i. Poor business orientation and huge statutory compliance: Business orientation 

awareness regarding new age collectives is low among farmers. The statutory 

compliance on the part of FPOs is huge (including quarterly returns filing and 

renewal) while poor understanding prevails among Board of Directors and CEOs 

in this context. For each business activity the FPOs need a separate license such as 

TIN, Agri-input licenses, Mandi licenses, TAN and so on. The stocking of 

branded inputs, seed, and fertilisersrequires advance payment. Even for stocking 

2-3 months before the season‟s onset the FPOs often do not have adequate capital. 

ii. Finance and investment: FPOs are reluctant to invest in share capital and banks are 

not keen on opening bank accounts and lending to the FPOs with no assets to 

provide collateral security or requirements like minimum three years‟ balance. 

Even if the government or private credit institutions agree to providing support 

timely working capital is not available affecting the input supply while farmers 

lose trust in the FPC.  

iii. The existing dealers of renowned companies do not like competition and pose 

challenges to new entrants. 

4.5 Access Development Services 

Access Development Services was established in 2006 as a not-for-profit section 25 

Company. Its objective was to build capacity and provide livelihood and financial 

services to the poor. Currently, it has been providing services to 43 FPOs consisting of 47 

thousand members. Of these two are five years‟ old and the rest are one to two years‟ old. 

Most of these FPOs are involved in chilly and vegetable production. 

The challenges experienced by the organisationare similar to those of their predecessors 

and include difficulties regarding retaining human resources once they get trained, 

incubation support availability of only two to three years as opposed to six, a complex 

credit system, and huge corporate compliances. 

5. THE CHANGING FACE OF AGRICULTURE AND ROLE OF FARMERS 

COLLECTIVES (PUBLIC SEMINAR) 

This seminar was moderated by Jeemol Unni and Ashish Mondal and the keynote speech 

was delivered by Pravesh Sharma.
1
 

                                                           
1
Pravesh Sharma is an IAS officer of the Madhya Pradesh cadre and is currently working as CEO with the 

Small Farmers‟ Agri-Business Consortium [SFAC]. He has over 33 years of working experience, of which 

he has spent 18 in the agriculturalsector in areas like food security, agriculture, rural finance, rural 

development, and natural resource management. For two decades he has worked in MP and three years in 

the Prime Minister‟s Office. He spent one year at Princeton University, USA, as a Visiting Fellow 
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5.1 The current context of agriculture in India 

Pravesh Sharma commenced his speech with an overview of where India as a country 

stands in the context of agriculture. He delivered a comparative analysis of growth in 

Indian agriculture over the past decades along various parameters and its position in the 

world. Over 65% of the Indian population (about 800 million people and 140 million 

households) is involved in agriculture for its livelihood. Its irrigation coverage has 

increased from six percent in 1950 to 40%. Including other contributory factors, it has 

stepped up its food grain production from 50 million metric tons in the 1950s to 269 

million metric tons at present. As a result, India has achieved macro-level food security 

and surplus on the agri-trade front. Presently, it is the largest producer of milk and 

exporter of buffalo meat, and the second largest producer of wheat, fruits, vegetables, and 

sugar.  

Notwithstanding its macro food self-sufficiency and transformation from an importer in 

the 1950s and 1960s to an exporter in the 21
st
Century, the country continues to face 

severe issues within the agricultural sector that need to be addressed. The share of overall 

employment dependence on agriculture reduced from 76%in 1950 to 49% in 2013, yet 

the share of agriculture in GDP declined from 56.5% (1950) to 12% in 2013. A typical 

agricultural worker contributes about $600 in one year, compared to about $2400 of a 

non-agricultural worker. Should the trend be allowed to continue the gap will widen with 

a difference of$700 and $3000 in the next five years. 

Reflecting on why India is in such a situation, he highlighted some of the major 

challenges faced by small and marginal farmers with respect to land, capital, and labour. 

As far as land is concerned, no major land reforms have occurred in most states owing to 

a skewed landholding structure
2
 after zamindari was abolished. As a consequence, the 

fragmentation in the agricultural sector has remained a major challenge. About 85% of 

cultivators own just 40% land while85% holdings are small and marginal (of these 65% 

are marginal), with the average holding size not more than 1.16 ha. Curbs on tenancy, the 

                                                                                                                                                                             

researching food policy issues. He has also served on a five-year UN assignment (2001-2006) with the 

International Fund for Agriculture Development (IFAD) on issues pertaining to rural poverty, micro 

finance, and women‟s empowerment. He has also widely published in journals and newspapers and has co-

edited two books, including one on food and agriculture with Prof. M.S. Swaminathan. 

 
2
The states of Kerala, Andhra, Tamil Nadu, Karnataka, Gujarat, Maharashtra, Punjab, Jammu and Kashmir, 

and Haryana have been relatively successful in their rural agricultural reform policy in terms of land 

reform, incentives for consolidation, up-gradation of the land records, balanced approach to tenancy, 

support to labor mobility, mechanisation liberal marketing policies, spread of primary education and health 

services. This has caused  equity in holdings to rise, the break-up of big estates in an unbiased manner, 

productivity rise, empowerment of the middle peasantry, higher women participation rate (WPR), mobility 

of labour, and higher urbanisation and industrialisation. In contrast, the states of central and eastern India 

along with Rajasthan remained hesitant in bringing up land reforms, poor investment in land records 

management, hostile policies towards tenancies, poor agri-mechanisation, rigid factor markets (especially 

labour and marketing), low priority accorded to HRD services. The consequences have been skewed land 

distribution, subversion of land reforms, tenancies driven underground, high rents, monopolistic conditions 

in factor markets, poor labour mobility, lower WPR, haphazard and low urbanisation, and slow 

industrialisation. 
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poor state of land records and confusion over titles, and disincentives for consolidation 

have further complicated the land ownership and distribution system.  As a result, small 

and marginal producers have poor earnings, limited access to new institutional capital/ 

finance, subsidised agricultural inputs/technology, and markets. Moreover, access to food 

still remains a challenge at the household level in some regions and across certain income 

groups.  

Over the decades the capital requirements of small and marginal farmers have been 

served by the Rural Commercial Capital (RCC) includingold landlords, traders, 

moneylenders, and rural SMEs. These people have been able to mobilisecapital and lend 

it to cultivators, either for production or for consumption purposes. The Microfinance 

Companies (MFCs), which are represented by co-operatives, banks, NABARD, and 

MFIs, are not very extensive. As per an RBI report only 40% of the cultivators have 

access to such institutional finances while the rest continue to borrow from RCCs. These 

RCCs have an upper hand over MFCs that curb their entry into the RCCs‟ niche markets. 

As far as labour is concerned there has been a move out of agriculture albeit slowly, as 

highlighted above. Owing to low skills and urban bias industrialisation has failed to 

absorb those who have moved out leading to increased unemployment and under-

employment. Those who are on-farm get low incentives due to low mechanisationin 

agriculture and low productivity.  

In a bid to overcome these challenges the FPO has emerged as a viable and sustainable 

alternative. Agriculture is currently driven by market trends, which creates a lot of scope 

for the FPOs. First, a growing middle class and changing food habits have introduced a 

high degree of commercialisation in the sector affecting a complete change in the 

composition of the agricultural GDP. About 15 years ago 3/4
th

 of the agricultural GDP 

was coming from cereals, pulses, and oil seeds  while, currently,75% of the agricultural 

GDP comes from high value agricultural (HVA) produce such as dairy, poultry, eggs, 

fruits, and vegetables and only 25% from cereals, pulses, and oil seeds. Second, the 

commercialisation is directly linked to the globalisationof Indian agriculture wherein 

global value chains influence it directly as well as indirectly. Third, urbanisation and 

industrialisation have led to the unlocking of land values and a decline in relative returns 

from cultivation. 

The process of globalisation, industrialisation, and urbanisation is still underway. India is 

going to add more households in the middle and lower middle income groups every year 

and the demand for HVA produce is likely to rise much faster than for traditional staples. 

While this holds out hope and opportunity for FPOs the challenge is how policy enables 

producers, especially those with smallholdings, to benefit from this phenomenon. Can the 

growth of India's economy over the next two decades create effective agricultural value 

chains that are deeply rooted in rural communities and bring a fair share of benefits to 

millions of marginal producers? 
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So far, while the public policy response for rural agricultural stabilisation has been slow 

with the government being mainly reactive rather than proactive besides policy 

misalignment in the factor markets [land, labour, and capital]there are some visible signs 

of positive change in the form of Land Bill, MNREGA, credit targets, subsidy transfers, 

and crop insurance. The market reforms are still at the initial stages and the next Green 

Revolution will be led by marketing and technological innovations. All these changes are 

creating a favourable ground for the development of FPOs.  

5.2 Government’s experience in building Farmer Producer Organizations 

(FPOs) 

In the second part of the lecture he shared the government‟s experience of building FPOs-

a three-level structure of Small Farmers Agri-business Consortium (SFAC).  The first is 

at village level where 15-20 farmers belong to each group. At this stage crop planning, 

seed production, demonstration, knowledge sharing, and aggregation take place. The 

second stage occurs at the cluster level where 10-12 villages consisting of about 1000 

farmers get together. At this level the main thrust is on credit, inputs, technology, 

capacity building, and marketing linkages. The third level is a state-level federation 

consisting of more than 10000 farmers. The federation looks into policy advocacy, the 

exploration of wider markets, and strategic partnerships. At a national level a total of 

670946 farmers have been mobilised and 483 FPOs have been set-up while 396 are in the 

process of registering. 

The range of services provided to FPOs by the government involve an input supply that 

includes seeds, fertilisers, machinery; also, financial and technical support along with 

credit, saving, insurance and extension. The services also cover marketing linkages – 

contract farming procurement under MSP and training and network – HRD, policy 

advocacy, and documentation.  

5.3 Learning 

As far as learning is concerned the FPOs offer a pathway to deal successfully with a 

range of challenges faced by small and marginal farmers such as: 

i. Overcoming the constraints imposed by smallholdings: Most members of FPOs 

are either small or marginal farmers, who are able to leverage collective strength 

to access financial and non-financial inputs and services, appropriate technologies, 

reduce transaction costs, tap high value markets, and enter into partnerships with 

private entities on more equitable terms.  

ii. Reduction in financial intermediation and input costs: It has been noted that FPOs 

have reduced costs of financial intermediation for formal financial institutions and 

have proved leaders in the effective targeting of small producers for financial 

services. Input costs have reduced by about 10% to 2%, which is a major 

incentive for people to come together in the FPOs.  

iii. FPOs offer a form of aggregation: They allow land titles to remain with 

individual producers and use the strength of collective planning for production, 
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procurement, and marketing to add value to members' produce. This aggregation 

also helps increase members' bargaining power in the market place, lessen risks, 

and move up in the agricultural value chain.  

iv. Service provision and poverty alleviation: FPOs provide essential goods and 

services to the rural poor, besides their own members, and contribute significantly 

to the process of rural poverty alleviation.  

v. Best social technology to meet the demands of farmers and the market: 

Collectives provide the best available social technology forgiving exponential 

leverage to small farmers and low overheads to address market needs. 

vi. Risk mitigation: They are increasingly being seen as important links in the risk 

mitigation strategy to overcome the challenges of climate change.  

vii. Single commodity better than multiple-commodity produce: Single commodity 

group FPOs seem to function more effectively than multi-commodity producers. 

5.5 Prospects for FPOs 

There are several factors that are most likely to bring about changes in agriculture, 

market, capital in the next decade with high prospects for FPOs: 

i. Changing market demand and need for agricultural innovations: A changing 

market demand drives the need for innovation in agricultural marketing. Since it is 

difficult for any government institution to capture these signals of change and 

send them back to the producers, there is a need to encourage the integration of 

producers with the market. 

ii. Changing land and capital ecosystem: The land market is changing expectedly 

and drastically in the next decade. Innovations, too, are taking place in the capital 

market giving rise to the possibility that MFCs will vanquish RCCs. Both the 

changing scenario of land and capital is creating a healthy ground for nurturing 

the FPOs. 

iii. Vegetarian food security model a signal for long-term relevance of FPOs: As a 

general rule of economic transition, countries like the US, LA, EU, and China 

have shown that when economies get richer people start consuming greater 

quantities of chicken and meat compared to food grains pushing up farm 

production to feed livestock and humans. Such transitions have increased 

industrial style food production in countries like North and Latin America; 

Western Europe, and China. This has led to reduced opportunities for individual 

and small collective producers. While India is going through a similar transition it 

doesn‟t need to opt for an industrial style production because it is a majority 

vegetarian food country. This vegetarian food security model signals that the 

viability for small farmers is unlikely to diminish. However, small farmers do 

need to discover what markets demands are in terms of volume, quality, and 

competitive pricing. 
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iv. Farmer market linkage and role of FPOs: Getting the farmer-market linkage right 

will make or break agriculture in the next decade with the FPOs playing a key role 

in the process. Producing for the market is the key to success for FPOs; they must 

produce only what the markets need and when they need. 

5.6 Need for policy challenge 

Pravesh Sharma indicated that with the larger economy increasingly integrating into 

global value chains the pace of urbanisationis increasing; the complexity of food 

production and supply systems is likely to become increasingly difficult and expensive in 

terms of managing at the individual farm enterprise level. In the Americas and Western 

Europe this has been accompanied by mass transfer of populations from rural to urban 

areas and increasing corporatisation of agriculture. However, these situations are not 

desirable in the Indian context, which only leaves us with the option of incentivising 

producers to move towards the collectives to retain competitiveness and sustainability and 

derive a greater share of the final value of goods and services produced by them.  

Although a good beginning has been made in terms of FPOs, several issues require policy 

support. Issues of access to equity and working capital, high taxation, and restrictive 

marketing regulations await a satisfactory resolution. “Governments are beginning to 

notice the producer collective but we are hours away from a high noon” he mentioned. He 

emphasised that a larger coalition of farm leaders, civil society, academia, business, 

media and policy makers will need to collaborate and co-ordinate in order to generate 

ideas, evidence, and dialogue to transform this seedling into a flowering tree. 

6. BROADER AREAS OF EXPLORATION FOR POLICY AND PRACTICE  

Organisers provided the following themes for further exploration: socioeconomic and 

political contexts, design of institutions, institutionalisationprocesses, availability and 

access to capital, policy legal and regulatory issues, value chain and marketing, and 

product innovation for further exploration. Sankar Datta summarised literature pertaining 

to the evolution of current policy and practical issues with collectives. It is actually the 

co-operative movement that has now taken on a new terminology and shape of 

collectives.  The first Cooperative Act was enacted in 1904 in India. However, nothing 

significant happened until 1908. This forced the government to setup a commission to 

look after the co-operatives. The commission, finding that farmers were dogged by 

capital shortage, recommended that the capital be supplemented by the government. This 

resulted in an amendment of the Cooperative Act in 1912, which stated that it is the 

responsibility of the registrar to promote, register, and finance co-operatives. Leaving 

power entirely in the hands of registrars proved unhelpful as they started using it against 

co-operatives during the implementation process. In 1958, Jawaharlal Nehru made an 

important statement of developing cooperative as third important sector in economy, in 

order to push the co-operative movement ahead. This changed the entire scenario of the 

co-operative movement in India while also creating distortions in the movement 

throughout the country. Following this shift a lot of efforts were made towards promoting 
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these co-operatives with the enactment of Multi Seed Cooperative Act and the 

Amendment to Companies Act. 

The literature shows various reasons why collective action in co-operatives did not work: 

i. Economic and market conditions: Economic and market conditions for different 

commodities are different; some have margins and matured markets while others 

don‟t. This was taken for granted in various cases. 

ii. Issue of board design: Boards were mainly based on proportional systems, which 

were biased. 

iii. Local socioeconomic support: Wherever co-operative action was supported by 

the local culture it worked, otherwise it didn‟t. A case in point being the sugar 

co-operatives of UP and Maharashtra. 

iv. Institutional process and condition: Co-operatives are not just organisationsor 

agencies, they are institutions, and institutional building takes time. If enough 

time is not given to the institutionalisation process institutions become outsiders‟ 

agencies. 

v. Capital: Investors were not sure of sustainability, because of which they were 

afraid of investing in co-operatives.  

vi. Lack of capacity and short-term handholding: Building local teams‟ capacity to 

manage businesses has proved time consuming; there has always been a need to 

hire professionals from outside to take care of technical support. This requires a 

long-term strategy and funds, for which reason the short-term project base didn‟t 

work. 

Based on experience in the context of co-operatives certain things need to be built into the 

policy design of collectives in order to make them work better. There is a need to look 

into both the economic and market conditions at the initial stages; collective good needs 

to be greater than the cost of collective action, collectives must protect individual 

benefits, members must have functional identity with the cause of collectivisation, group 

size should be appropriate as very large collectives will not work, and there should be 

some kind of structural guarantee.  

Reflecting on the early experiences of FPOs Sankar Datta highlighted some similar and 

some differential challenges besetting the co-operatives. Collectives are yet to move from 

subsidy to business orientation; there are issues with programme finance such as 

inadequate and delayed disbursement of credit, excessive compliance requirements, 

inappropriate taxation framework, complexities in identifying and building the capacities 

of local leaders, and reluctance from others in the same business including input 

suppliers, output buyers, banks and others who are not well informed about the FPO 

business model. In addition, there are also problems like free riding, owner versus 

supplier dualities, difference of opinion and difference in objectives of producers and 

promoting agencies, shortage of capable human resources, issue of small farmers versus 

large farmers as small farmers‟ contributions do not reach the breakeven, and lack of 

vision (most FPOs have short-term orientation). 
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7. IDEAS ON RESEARCH THEMES: PANNEL DISCUSSION 

Ideas concerning research, policy, and practice were reflected through a panel discussion. 

The panel consisted of Bablu Ganguly from Timbaktu Collectives, Shashidhar from 

BASIX, AR Khan from NABARD, and Vinay Kumar from the World Bank. Debiprasad 

Mishra from IRMA (moderator) opened the session expressing concern that collectives 

are in a situation that is similar to that of co-operatives in the 1950s with some successes 

and some failures. What is it that we need to know more to address policy issues at both 

institutional and government levels? The panel members tried to address this question 

besides other issues. 

Shashidhar said that the first policy issue of FPOs was one of equity. FPOs have a higher 

tendency to gravitate towards well-to-do farmers while the number of producer 

organisations catering to the ultra-poor are is very few. The poverty issue is not addressed 

at all. A second set of policies needs to come up with a more innovative financing and 

FPO management system along with mechanisms to address the scarcity of competent 

human resources. 

From a research point of view action research, both ex-ante and not ex-post, needs to be 

conducted to examine new organisations along with new institutional designs. Further, 

FPOs are based on co-operation and their democratic behaviour and characteristics are 

better than those of companies; therefore, there is a need to contextualisethese factors.  

AR Khan said that, in practice, there are two distinct sides that policies need to take care 

of viz. production and post-production. The production side requires sourcing, financing, 

extension support in production activities, resources, infrastructure, and irrigation. The 

post-production side requires collectivisation, value addition, marketing and technologies, 

and funding for these activities. The FPOs pay less attention to production than to post-

production. These two sides need to be understood closely and categorically with 

adequate attention paid to both. 

As far as research is concerned, Khan emphasised on the following areas:  

i. Governance system – With proper leadership things get aligned. There is a need to 

build and incubate adequate professional leadership. 

ii. Architectural design of the organization–This refers to the size of the 

organisationin terms of geography, market, activities, and parameters. 

iii. Commodity/ties: It is important to know how to keep the balance between one and 

multiple commodities while respecting traditional cropping systems. 

iv. Ecosystem: For remaining sustainable for 5-10 years it is important to know what 

kind of ecosystem is required for these organisations. 

v. Credit: This involves knowing how to address issues of credit. 

Bablu Ganguly said that we are probably not looking at this business in the right way. No 

one is talking about the economies of villages, how they have changed, and whether we 

can revive it. Their study found that about 40 products that people use in villages are 
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imported. None of these products need rocket science to be produced but things have 

changed since commoditisation has increased. Earlier, people used to brush their teeth 

with neem and now they use toothpastes and toothbrushes drawn from outside. It is 

similar with other commodities including bathing soaps, shampoos, and other food items 

none of which are produced in the village. Another undesirable change is people pouring 

milk into dairies and children remaining without milk. Food too, has become less 

nutritious. We talk about the national economy but we have forgotten the village 

economy and none of the villages are self-sufficient now. 

Timbaktu has been trying to revive the village economy by establishing it as an existing 

economic model. It emphasises on meat production by organising agricultural labourers 

into meat co-operatives because there is a phenomenal market for meat. The growth in 

meat co-operatives is three times higher than that of agricultural products. For revival of 

the village economy the products that may be promoted in our area include the Dakkhani 

sheep, which had been thrown out of the area after the introduction of the Nellore red 

sheep, and local breeds of cows (Hulikar) who were physically strong and whose ghee 

and milk were considered very good but who became redundant in the wake of the White 

Revolution.  For the revival of village economy as an existing economic model these 

products need to be brought back into the production system. 

Vinay Kumar said that it had been a decade since the FPOs were set up and this was the 

time to ponder on the reason for their existence and the extent to which they have 

achieved the desired results of well-being for primary producers.  In order to understand 

these aspects research should focus on the following areas: 

i. How effective collectives are in delivering benefits to poor farmers, and what the 

types of ecosystem are within which they operate. 

ii. Objective assessment of success and failure.  Due consideration should be given 

to the geography, people, and business model from different vantage points. 

iii. Action research is needed to understand how FPOs can become more inclusive, 

participatory, and strong, and how farmers can become complete owners of FPOs.  

The discussion that took place after the panel presentations brought forth the following 

points for policy consideration and developing research themes:  

i. There is a need to explore market connectivity. 

ii. The factors, which enable the inclusion in FPOs, also need to be examined.  

iii. What kind of leadership results in successful growth and development of FPOs? 

iv. Is there an appropriate size for FPOs? This question needs to be researched in the 

light of objectives of FPOs. 

v. What credit system is available and which ones are working well? 

vi. If the youth are not interested in farming, what can the FPOs do? 
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vii. What should be the consideration for selection of activities? 

viii. What are the concerns of funding organisationssuch as banks, private 

corporations, and aid agencies? 

ix. What is the appropriate timing of promoting FPOs? 

x. How can we create FPOs that scale with quality? How to develop quality business 

plans, since the ones in place are not of good quality? Finally, there are issues in 

interlinking FPOs with private sectors; how can we enable this marriage in an 

effective way? 

8. RESEARCH THEMES FOR EXPLORATION: OUTCOME OF 

BRAINSTORMING EXERCISES IN GROUPS  

For a deeper exploration of the six themes identified by the organisers –  socioeconomic 

and political context, design of institutions, institutionalisation process, availability and 

access to capital, policy legal and regulatory issues, and value chain and marketing and 

product innovation – the workshop participants were divided into six groups with one of 

the members from IRMA as a theme custodian.  The groups engaged in elaborate 

discussions followed by presentations made by one of the members of each group. The 

session was moderated by Jeemol Unni. 

8.1 Socioeconomic and political context 

Based on the experience of producers, promoters, and academicians in groups with regard 

to the socioeconomic and political context of FPOs, seven broad areas were highlighted 

requiring the attention of policy makers and researchers: 

i. Does the inclusion of local/village/haat level traders into the organisational 

process help? What are the pros and cons of involving them in the decision-

making process? What are the contextual variations in their involvement? 

ii. Does the creation of interdependent and parallel economies at FPO-level help? 

How to facilitate exchange of products, and how to enter outer markets? 

i. There are contradictions within government policies and FPOs. The government 

functions on traditional patterns like promoting paddy even as FPOs are 

promoting millets. Once the government realises this model it will be too late. The 

area of research is to find out how FPOs can survive against such drives. 

ii. How feasible is the universal governing law? Can we put Rajasthan and Nagaland 

on the same bench while promoting FPOs? What is the time, resource, energy 

taken for creating the institution in different parts of the country? What are the 

experiences of practitioners in the North East?  

iii. There is much focus on the peripheral impact generated by FPOs; what is the 

impact that is there but has not been recorded?  

iv. Several FPOs are women centric. What has been the impact from the women‟s 

point of view? 
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v. There is a need to understand how political economy affects the functioning of 

FPOs. Is there any change in the political economy of the areas where FPOs are 

located? 

8.2 Design of institutions 

The group emphasised that design is at the core of an organisation regardless of whether 

it is small or large. The design of FPOs is broad and may be thoroughly understood by 

being broken down into three parts: member system, governance system, and operating 

system. 

8.2.1 Membership system 

The membership system should have the following characteristics: 

i. There should be clear eligibility criteria for membership. While a generalised 

eligibility criterion is not possible owing to contextual differences the main 

characteristics to be taken care of are: age, location, type of commodity, and asset 

ownership. 

ii. The member admission process, as a whole, is very long. It includes various 

rights, roles, and responsibilities; if a person becomes a member he/she should be 

aware about his/her roles and responsibilities. Thus, member education is a 

parallel process. 

iii. The member retention process is also important. Promoters should create 

conditions wherein members are active. We can say that an FPO is member 

centric when out of 2000 members 1900 are active. 

iv. The member removal process should be clearly documented. This has been very 

difficult as far as co-operatives are concerned. However, the FPOs‟ board has the 

power to remove members. One cannot have members who do not provide 

patronage to the FPOs. 

v. The member capital, transfer, and surrender of shares are equally important. It 

should be clearly defined and communicated whether the capital is proportional to 

the patronage or not. 

Based on field experience the producers and promoters identified various difficulties in 

the membership system. These mainly include mobilising members, mobilising share 

capital, and maintaining member participation for a maximum one-year period.
3
 Besides, 

local class and caste differentiation create barriers during the initial years of formation. 

Some of the ways through which the membership system may be strengthened are: 

incentivisation of farmers, membership based on business viability, initiation of a multi-

commodity approach, and capacity building of members on a regular basis. By all means, 

promoters should ensure that the core purpose is central to the members. 

                                                           
3
 No one has addressed this issue since people pay the share capital, but there is nothing to do to keep them 

engaged in most of the FPOs with the exception of NDS promoted FPOs. 
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8.2.2 Governance system 

i. Board Composition, eligibility, retention, and removal: The first and foremost 

decision has to do with the composition and strength of the board. As per the 

Companies Act the strength of the board is not to exceed 15 members and not go 

below five; one-fifth of the board‟s members should be expert directors. 

Promoters must codify who should be the board member. Other considerations 

include: What should be the type of board? What are the socioeconomic and 

educational considerations of board members? Eligibility criteria for becoming 

board member, criteria for voluntary retirement, the appointment and 

reappointment process should be part of the design and discussed in the very first 

board meeting. 

ii. Identifying the positioning of the board: This is very important and we need to 

think of the process of how we will do it.  

iii. Avoiding politics: How politics may be avoided at the board level also needs to be 

discussed and should be part of the design.  

iv. Board meetings and documentation: It should be decided what a board meeting 

will look like and how decisions are taken. Roles and responsibilities of board 

members as well as the audit system should be decided.  The design should also 

reflect the type of documentation and other FPO related processes including 

annual reports, general meetings, and statutory compliances.  

So far, most of the afore-mentioned are grey areas rife with confusion. There is a lack of 

awareness among members regarding the functioning of the governance system, lack of 

good leadership on the board, gender barriers (poor involvement of women), illiteracy, 

and caste-based discrimination. The FPOs need to have a strong and inclusive policy in 

place, which the board will follow. There is also a need to build capacity on a regular 

basis and hold frequent board meetings. While formulating these policies and establishing 

appropriate governance system the FPOs need close facilitation of promoters. 

8.2.3 Operating System 

The operational system is the third area of FPO functioning; this includes 

organisationalchart and staffing, delegation of powers and responsibilities, member 

transactions, payment systems,accounts and finances, business rules, marketing strategy, 

price fixation, quality norms, member communication system, grievance redressal, 

transparency, and operating structure. 

Getting quality staff and retaining staff are some of the main challenges experienced 

during FPO operations. In order to overcome these challenges and strengthen the overall 

operational system, the group recommendedcreating a standard operating manual and 

continuous training of local staff. 

From a research point of view the group mentioned that in all the three areas of FPO 

functioning (membership, governance, and operational system) there are some negotiable 

and some non-negotiable aspects. Both the negotiable and non-negotiable need to be 
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identified. While non-negotiable need to be identified and codified the negotiable like 

social capital building and market need deeper exploration.  

8.3 Institutionalisation process (forming, storming, norming, and performing) 

The group highlighted challenges faced by the FPOs at various stages of group 

development (forming, storming, norming, and performing) and concluded with some 

measures that may be used to overcome these challenges.  

The challenges at the forming stage are: building staff competencies, developing shared 

vision, effective tools for initial orientation, evoking inspired response from community, 

managing expectations (effectively communicating risks, benefits and time costs), liaising 

with external stakeholders, maintaining balance between scale and quality, arranging the 

cost involved with formalisation (documentation etc.), and balancing risk propensities of 

different members.  

At the storming and norming stages there are difficulties in identifying the right leaders, 

ensuring active participation in AoA and MoA during storming and norming, establishing 

democratic member control with business process efficiency, setting up systems for self-

monitoring and institutionalisation, and bringing ownership. 

Finally, at the performing stage, the main challenges include: preparing sound business 

plan with adequate risk mitigation, building internal capacities for monitoring and review, 

developing and retaining managerial resources, building networks with a similar 

organisation for knowledge sharing, potential captive market, and resources‟mobilisation 

and sharing for scaling up purposes. 

Some of the measures suggested by group to overcome the challenges in FPOs 

development process are: 

i. Preparing an optimum graduation plan corresponding to initial member capacities. 

For example: TECHNOSERVE‟s Maturity Index. 

ii. Participatory selection of activities or set of activities. 

iii. Exploring multiple funding sources not just limited to banks; for example Dharni 

(Timbaktu). 

iv. Leveraging technology for capacity building, productivity enhancement, value 

addition and marketing; for example Digital Green, MACP, ACCESS FPOs in 

West Bengal. 

The discussion after the presentation brought forth the following points of concern at 

various stages of FPO development: 

i. Both the promoters and practitioners are not clear about the legalities of how to 

get an FPO registered as a formal legal entity, which partly has to do with the fact 

that legal process itself is very well hidden.  

ii. How much it takes to develop a good level of capacity in FPOs is not very clear. 



 23 

iii. When a promoter organisation develops a vision of the community it starts 

expecting more from the promoter; the question is how to control these 

expectations. 

iv. How each of these FPOs has gone through the process of forming, storming 

norming, and performing is extremely important and needs to be documented.  

v. In most cases this process of forming, norming, storming, and performing never 

happens. It is a very difficult process.  

vi. There is a kind of incompatible trade-off between practitioners and researchers. 

The practitioners demand very high instrumental knowledge, while researchers 

look at objectivity. There is a need to establish a framework that will help both the 

researchers and practitioners. 

vii. It is important to know what indicators may be used to identify whether an FPO is 

required or not. If an FPO is formed what extra institutional and monitory benefit 

it will bring is also important. 

viii. What needs to be done to make an FPO sustainable at the earliest stage? 

ix.  What are the essentials for success- is it access to capital or access to markets? 

8.4 Availability and access to capital 

The group indicated that FPOs go through four phases of development: promotion and 

incubation phase (18-36 months), emerging and growth phase (36-60 months), maturity 

phase – expansion and consolidation (more than 60 months) – and decline leading to 

liquidation while capital is an important component at each phase of development. 

The overall capital requirements include operational expenses, working capital for input 

stocking, finances for aggregation of produce and quality improvements in the value 

chain, and term loans for building infrastructure (simple processing, grading, sorting, 

machinery, storage godown, transport, etc.).  

The type of capital required at the promotion and incubation stage isgrant support for 

training, exposure, and system development. At the emerging and growth stage the 

requirements are equity finance, and working capital. Finally, at the maturity stage, the 

requirement is debit capital and term loans. 

While capital is very critical to the smooth functioning and sustainable development of 

FPOs, access to credit and capital are also the biggest challenges that FPOs face at every 

stage of development: 

i. Thestart-up risks are not covered by FPO promotion programmes. 

ii. The current law does not permit external equity; it allows debt capital. 

iii. The financial and other institutions perceive the FPO business as risky and non-

profitable. 

iv. There is credit denial from financial institutions because FPOs do not have a track 

record of borrowing or have short track records. Unless they have a credit history 

of 3 to 5 years or substantial profits, getting them banked is a huge challenge.  

v. The lending rates are prohibitive. 
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To overcome the capital challenges of FPOs some of the suggestions put forward by the 

group are: capitalisation should be done through business opportunities on hand, credit 

guarantee mechanisms for FPOs should be enhanced, there is a need to figure out ways 

for farmers to capitalise land, NABARD should finance both mobilisation and working 

capital, market access has to be discussed before approaching the market for capital, and 

bankers should be part of the experience sharing process for knowledge enhancement and 

clarity.  

Responding to the capital challenges faced by FPOs a representative from NABARD said 

that the government has made NABARD responsible for FPOs and, as a national-level 

organisation, it will try to address all credit needs by collaborating with other 

organisations. NABARD per se is not in a position to cater to all the credit needs of 

FPOs, but it will try to do so by collaborating with others. The NABARD representative 

also focused on the immense need to understand the role of NABARD in FPO funding 

and training. He mentioned that rules were changing with changes in the priority sectors 

such as direct lending from indirect landing with the bankers responding increasingly. 

Therefore, there is a need to keep pressing on various issues. 

Finally, he emphasisedthat IRMA can play the role of truth teller and narrator. Producers, 

promoters, and financers talk about constraints but there is a necessity for a neutral party 

to say what needs to be figured out, for which IRMA as an institution will have more 

credibility than an individual. IRMA can engage with NABARD in research-based 

advocacy with full support from NABARD, but the condition is that NABARD wants 

active policy advocacy to bring more resources to the cause, not just research papers. 

8.5 Policy, legal, and regulatory issues 

The group highlighted three types of legal and regulatory issues in FPOs- fees and taxes, 

licenses, and research for policy.  

8.5.1 Issues in the fees and taxes 

i. Stamp duty of a minimum Rs. 35,000 takes away a significant part of the paid up 

share capital. 

ii. High fee for different kinds of compliance including filing returns (Rs. 25,000- 

30,000), sales tax, service tax, mandi tax (APMC), etc. 

iii. Lack of awareness among chartered accountants about the Producer Company‟s 

Act and policies. 

8.5.2  Issues with licensing 

i. For direct marketing licenses, bank guarantee and solvency is required. With the 

exception of Maharashtra, where the state government has eased out certain 

requirements. 

ii. Security funds are needed for doing business at mandis. 

iii. Agricultural inputs such as seeds, fertilisers, and pesticides are issued in the name 

of an individual not FPO; besides, licences have to be renewed every year. 



 25 

To overcome these challenges here are some of the measures suggested by groups: 

i. The government should reduce stamp duty and give a tax holiday for income tax. 

ii. FPOs should be given relaxation in terms of norms up to a certain level of 

business or a minimum number of working years. 

iii. For licensing purposes the rule of Maharashtra should be implemented in other 

states. 

iv. Issuing agricultural inputs should be in the name of FPCs, not individually. 

8.5.3 Research and advocacy 

A position paper should be prepared to look into the various costs of collectives by taking 

a sample of FPOs. 

The discussion after the presentation brought forth the following issues: 

i. The danger in asking for exemption is that the FPOs may be thrown out of the 

Companies Act. 

ii. Before getting into the registration process farmers should be informed and 

consulted about the type of organisation that is appropriate for them-an older co-

operative or a new producer collective.  

8.6  Value chain and marketing 

The group stressed that the identification of proper value chains is very critical to the 

success of an FPO; it is equally challenging in the highly perishable vegetable sector. For 

the identification of the value chain the first step is the value chain analysis which, among 

other things, includes who dodges it, who are the other actors, what are the capital related 

issues and identifying and managing scale. 

The factor conditions for the success of value chain are aggregation, technology 

mediation and adoption, business management, availability of training providing 

institutions, and operational rules. 

The final discussion on conditions worked, challenges faced, and suggestions for 

corrections in policy and practice brought forth the following points: 

i. What are the possible channels the FPO can look at, and what are the challenges 

of graduating up? 

ii. Climate change demands the greening of value chains.  How can FPOs engage in 

greening the value chain? What are the factors responsible for higher death rates 

of FPOs? 

iii. Feminisation of agriculture–what technology can be women friendly in the value 

chain? 
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9. WAY FORWARD 

9.1 Workshops and dialogues 

i. Generating a kind of forum for regular interaction to strengthen network. 

ii. Organising cross-learning opportunities once a year. 

iii. Initiating systematic periodic dialogues at the regional level by involving actors of 

the ecosystem of collectives such as local governments, financial institutions, 

promoters, FPOs and academicians. 

iv. Organising theme-based workshops with relevant players for policy advocacy 

such as finance, marketing, capacity building, etc. 

9.2 Documentation 

i. The task for IRMA is to document experiences by preparing a workshop report, 

which will become a broad source of reference. 

ii. IRMA along with BASIX group may also engage in creating a report for the 

parliament standing committee on FPO financing. 

iii. Most of the workshop participants are practitioners who are in need of knowledge 

for practice. IRMA needs to prepare various thematic papers that will reflect 

various policy issues such as what has been transformed from co-operatives to 

collectives, why was there a need for collectives, whether any hypothesis to 

support the fact that co-operatives are still relevant, and clarity on whether we 

need a producer value chain or a mixed value chain.  

iv. Systematic documentation of experiences of FPOs such as learning from the past, 

current practices, good governance, state of affairs, and ecosystem. 

v. Developing an appropriate framework for understanding FPOs. 

vi. Learning from successful co-operatives from India and abroad. 

vii. Systematic documentation of promoters since promoters comes with a fair amount 

of experience in other areas, which has not been captured yet.  

viii. Practising rigour so that the academic community benefits. 

9.3 Research 

ix. Developing a common agenda for research and policy that partners can take 

forward by converting themes into research questions and developing thematic 

task groups.  

x. Developing a proposal for large-scale research and seeking funding for it. 

Potential funders are: ICA, NABARD, SFAC, World Bank, and UNDP. 
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xi. Organisingindividual, partnership-based, action research to bring forth both micro 

and macro level issues.  

xii. Identifying specific organisations and individuals who will take care of different 

aspects of action. IRMA needs to identify institutions at the regional level like 

Vrutti who can participate in research and advocacy. 

9.4 Access to the existing knowledge 

IRMA has limited access to FPO-related information. Unless all the promoters, 

producers, and academicians come together and get access to each other‟s viewpoints and 

data systematic documentation will not be possible. Hence, there is a need to establish 

knowledge management portal (possibly at IRMA), which will include information on 

commodities, stages involved, issues facing, etc. 

 

******* 
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Appendix-I Workshop Agenda 
 

Producers Collectives and Livelihoods: Exploring Issues for Research and Policy 
May 11-12, 2015, Venue: Multipurpose Hall, Classroom Complex, IRMA 

 

Day 1: May 11, 2015 

09.00-09.30 Registration 

9.30-10.15 Welcome by Pramod K Singh 

Inaugural and introduction 

Jeemol Unni, PD Rai, Ashish Mandal,  RS Sodhi and Participants 

Moderator: Vijay Mahajan 

10.15-11.15 Grassroots experiences on producers' collectives  

Presenters: Dharani, Rudi, Mhow, FPO Sikkim Moderator: Sukhpal Singh 

11.15-11.30 Tea Break 

11.30-13.00 Promoters experiences on producers' collectives  

Presenters: NDDB Dairy Services, Access Livelihoods, Technoserve, Basix 

group; Jeevika, Access Development Services Moderator: Srinivasan Iyer 

13.00-14.00 Lunch 

14.00-15.00 Public seminar: The Changing Face of Agriculture and Role of Farmer 

Collectives - by Pravesh Sharma, SFAC Moderator: Jeemol Unni  

Venue: IRMA Auditorium 

15.00-15.30 Photo session and Tea Break 

15.30-16.00 Laying down the broad questions for policy and practice in the areas of people's 

collectives Presenters: Shankar Datta Moderator: Vijay Mahajan 

16.00-17.00 Open session: Generating ideas on research themes: Promoters perspectices: 

Vinay Kumar Vutukuru, Bablu Ganguly, AR Khan Comments: Participants 

Moderator: Debiprasad Mishra 

17.00-17.15 Tea and snacks 

17.15 -19.00 Brainstorming by six groups on:  

i) challenges faced;  

ii) what conditions worked in favour and what did not;  

suggesting possible corrections in policy and practice 

Tentative Themes for group work Group Custodians 

1. Socioeconomic and political context  

2. Design of institution (member system, governance 

system and operating system),  

3. Institutionalisation process (forming-storming-

norming-performing),  

4. Availability and access to capital,  

5. Policy, legal and regulatory issues, 

6. Value chain and marketing and product innovation 

C Shambu Prasad 

Pramod K Singh 

 

Madhavi Mehta 

 

HS Shylendra 

Shankar Datta 

Harekrishna Mishra 

and Preeti Priya 

Day 2: May 12, 2015 

09.00-09.30  Groups to organise their presentations 

09.30-11.15 Plenary presentations of six groups deliberations and discussions 

Presenters: Groups; Moderator: Jeemol Unni 

11.15-11.30 Tea Break 

11.30-12.30 Way forward 

Sankar Datta, Ashish Mandal, Moderator: Debiprasad Misra 

12.30-13.00 Follow-up actions and vote of thanks 

Pramod K. Singh and Shambu Prasad 
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Appendix-II List of Participants 
 

S. 

No. 
Name  Organisation Email Phone  

1 Amalorpavanthan NABARD sectt.dmdra@nabard.org  

022-

26539895 

2 Arijit Datta  IGS arijit.d@basixindia.com 
98310-

04016 

3 
Arunabha 

Bhattacharya  
Vrutti-CMS arunabha@vrutti.org 

966331219

8 

4 Ashish Mandal  ASA asa@asabhopal.org  
94250-

10783 

5 Asita Agrawal IRMA ashita@irma.ac.in  

02692-

221633 

6 B Vasumathi Basix vasumathi@basixindia.com  

991222218

0 

7 Bablu Ganguly Timbaktu Collective 
timbaktu.collective@gmail.co

m  

944068683

7 

8 Baljeet Singh IRMA baljeet@irma.ac.in  

780298754

6 

9 Biangpor Shylla Basix biangporss@gmail.com  

977415757

2 

10 
D Venkat 

Narayana 
Basix 

venkatanarayana.d@basixindi

a.com 

800840493

4 

11 Debiprasad Mishra IRMA dpm@irma.ac.in  

942630722

4 

12 Girish Agrawal IRMA girish@irma.ac.in  

940825978

0 

13 Gurumukhi Basix Limited  
gurumukhi.dewaji@basixindia

.com 

997006517

5  

14 H. K. Misra  IRMA hkmishra@irma.ac.in  

02692-221-

612 

15 H. S. Shylendra  IRMA hss@irma.ac.in  

02692-

221613 

16 
Harpalsinh 

Chudasma 
IRMA harpalsinh@irma.ac.in  

02692-

221908 

17 HP Singh Basix hpsingh@basixindia.com 
776380331

3 

18 HR Srivatsa NABARD ahmedabad@nabard.org 
940962086

8 

19 Jeemol Unni IRMA jeemol@irma.ac.in  

997989127

7 

20 Jofri Issac IRMA jofri@irma.ac.in 
02692-

221908 

21 
Karma Dechan 

Bhutia 
E. Sikkim FPO kdbhutia100@gmail.com  

963574613

9 

22 KR Khan NABARD ar.khan@nabard.org  

996702889

9 

23 KV Gouri Basix gouri.krishna@basixindia.com  

939151462

9 

24 Madhavi Mehta IRMA madhavi@irma.ac.in  

982519992

5 

25 Madhumurthy Access Livelihood Services madhumurthy@alcindia.org 
944090114

8 

26 Mama Basix mama_duat7@yahoo.com  

879464359

6 

27 Mayuri Hazarika Basix 
mayuri.hazarika@basixindia.c

om 

967640123

2 
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S. 

No. 
Name  Organisation Email Phone  

28 Mihir Sahana  Basix Krishi mihir@basixindia.com 
94310-

09541 

29 Monika Khanna Access Livelihood Services monika@accessdev.org 
011-

49008516 

30 Murugesan 
Dharni Farmers Producer 

Coop 
kmp1981@gmail.com 

949018095

4 

31 Mustaq Malla IRMA mushtaqkasheer@gmail.com  

995326420

6 

32  N Ganesh Dhan Foundation n.ganesh@dhan.org  

94437-

38587 

33 N V  Bellawadi CGM (Retd.), NDDB nvb1950@gmail.com  

900847009

6 

34 Neelam Chibbar Mother Earth neelam@motherearth.co.in  

98450-

16024 

35 
Nekibuddin 

Ahmed 
Basix nekib71@gmail.com 

970692617

6 

36 Noni Rajkumari IRMA  nonibala@irma.ac.in  

02692-

221915 

37 Paramveer Singh Jeevika 
paramveer.jeevika@gmail.co

m  

964350649

9 

38 PD Rai 
Member of Parliament, Lok 

Sabha 
pdrai8@gmail.com  

901318020

8 

39 Pramel Gupta  Vrutti-CMS pramel@vrutti.org 
810338223

3  

40 Pramod K. Singh IRMA pramod@irma.ac.in  

942759751

1 

41 Prateek Uniyal ICCO 
Prateek.Uniyal@icco-

cooperation.org 

852760988

0 

42 Pravesh Sharma SFAC pravesh.sharma@nic.in 
96507-

22282 

43 Preeti Priya IRMA preeti@irma.ac.in  

02692-

221622 

44 R Sundar NABARD r.sundar@nabard.org  

022-

26539895 

45 
Radhika 

Chikhalikar 
Basix 

Radhika.chikhalikar@gmail.co

m 

886061981

2 

46 Rajib Kumar Roul BRLF rajibroul@gmail.com 
847092013

6 

47 Rajib Roul BRLF rajibroul@gmail.com  

971100232

1  

48 Rajnikant Prasad  Basix rajnikant.p@basixindia.com  

998413417

0 

49 
Rakesh Kumar 

Verma 
NBARD ahmedabad@nabard.org 

079275527

82 

50 
Ram Manohar 

Vikas  
IRMA vikas@irma.ac.in  

915763076

1 

51 Ram Sunder Roy Basix rsroy@basixindia.com  

974899775

1 

52 Rama Kandarpa  ILRT rama.k@ilrtindia.org 
099122-

22190 

53 Sadanand G Basix Sadanand.g@basixindia.com 
942222754

7 

54 Sangeeta Naik Basix sangeetanaik@basixindia.com  

858406061

6 

55 Sanjay Kumar IGS k.sanjay@basixindia.com 968562137 

56 Sankar Datta  Consultant dattasankar@rediffmail.com 
934751307

9  
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S. 

No. 
Name  Organisation Email Phone  

57 
Sarangthem Biroj 

Singh 
Basix birojsingh@gmail.com  

985647564

7 

58 Sayan Ghosh Basix sayan.ghosh@basixindia.com  

958406061

5 

59 Shambu Prasad IRMA shambu@irma.ac.in  

02692-

221616 

60 Shantanu Garg ICCO shantanu.royal@gmail.com 
80093 

60088 

61 Shashidhar Enarth Basix shashi.enarth@ilrtindia.org 
868831234

3 

62 Shishir Kahrga E. Sikkim FPO shishirkharka@ymail.com  

960986222

0 

63 Shouvik Mitra World Bank shmitra@gmail.com 
704223435

4 

64 SR Asokan IRMA srasokan22@gmail.com  

942733430

6 

65 Srinivasan Iyer Ford Foundation S.iyer@fordfoundation.org  
 011-

47105300 

66 Sriram Singh NDDB Dairy Services 
sriram.singh@nddbdairyservic

es.com 

981844302

4  

67 ST Desai GCMMF std@amul.coop 
937503220

0 

68 
Sujit 

Raghunathrao 
IRMA f1102@irma.ac.in  

846905301

1 

69 Sukhpal Singh IIMA sukhpal@iimahd.ernet.in 
982446727

0 

70 Sunil Jadli BASIX NA NA 

71 Suresh  NAB Kissan ks.kumar@nabard.org 
960013986

9 

72 Suryamani Roul  Technoserve  sroul@tns.org 
981814165

0 

73 Tapas Kumar Pati Basix India tapaspati@basixindia.com  

943739499

9 

77 
 Umaben 

Swaminathan  

RUDI Multi Trading 

Company Pvt Ltd 
rudimtcl@gmail.com 

989808972

9 

74 Umesh Rathod NABARD anand@nabard.org 
942710912

1 

75 Vartika Jaini CInI vartika.j@cinicell.org  

991086663

7 

76 Vijay Mahajan BASIX vijay.mahajan@ilrtindia.org 
98663 

83029 

77 
Vinay Kumar 

Vutukuru 
World Bank vvutukuru@worldbank.org 

011- 

49247610 

78 Vinita Rai Mhow Agri Producer Co. vinita.igs@gmail.com  

964442499

9 

79 Yashshri Trivedi IRMA yashshri@irma.ac.in  

760046088

6 
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