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Abstract: Farmers’ organizations worldwide are essential, ensuring collective bargaining power, sustainable 
practices, and knowledge-sharing. This supports small farms in commercializing and meeting the growing global 
demand for better and more diverse food choices. India is also experiencing an increase in Farmer Producer 
Originations (FPOs), crucial in enhancing economic opportunities for small and marginal farmers. FPOs provide 
a host of services to members, like input supply, procurement, marketing, technical services, financial services, 
etc. The study delves into the existing literature and policy landscape surrounding FPOs and their role in the 
economic development of small and marginal farmers in India. This study also analyses the problems and 
obstacles concerning the growth of FPOs and provides a future direction. Twenty semi-structured interviews 
were conducted with leaders of the FPOs to understand the background, issues, future goals and member 
expectations. The results suggest that lack of working capital, poor management, absence of skilled professionals, 
and dependency on external agencies are the significant problems FPOs face; there is also a need for proactive 
government support. There needs to be more literature concerning the auxiliary services of FPOs. As the Indian 
government plans to add ten thousand FPOs in the next few years, the government needs to address the issues 
regarding lack of working capital, develop a comprehensive database of FPOs, establish performance metrics and 
determinants, provide management skill assistance, streamline licensing procedures, and foster social capital 
building initiatives. This research sheds light on the potential of FPOs to empower small and marginal farmers 
and suggests vital measures for the effective implementation and sustainable growth of these organizations. 
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1. Introduction

Farmer organizations are crucial globally, particu-
larly in the least developed and developing countries 
with small and marginal farmers, as they empower 
agricultural communities to collectively negotiate bet-
ter market access, share knowledge, and advocate for 
policies that address their unique challenges [1]. These 
organizations are pivotal in fostering sustainability, 
resilience, and equitable development within the ag-
ricultural sector [2,3]. For a significant percentage of 
primary producers in India, farming is characterized 
by low output and income levels. The farmers often 
find themselves at the receiving end, and their pro-
duction is threatened due to various production risks 
coupled with a weak rural infrastructure. Successive 
governments have tried to implement different poli-
cies to improve the condition of Indian agriculture, 
but the initiatives taken have been insufficient. Eighty-
five percent of land holdings in India are small (with 
an area less than 2 ha) and marginal (with an area less 
than 1 ha); however, their share in the country’s total 
operated area is only 44.6 percent (Agriculture Census, 
2010–2011). Small and marginal land holdings result 
in a smaller output coupled with problems like lack 
of mechanization and bargaining power in marketing, 
which make these holdings uneconomic. Also, prob-
lems like dependency on monsoon, supply of inputs, 
marketing issues, number of intermediaries, and lack 
of price dissemination exacerbate the small and mar-
ginal farmers. To improve the condition of Indian farm-
ing and envisage the true meaning of ‘united we stand, 
divided we fall’, policies related to farmer collectiviza-
tion are fundamental. 

One of the recent developments in this sector is 
the tweaking of the Indian Companies Act and the in-
troduction of farmer-based companies also referred 
to as ‘Farmer Producer Companies’. Farmer Producer 
Organisations (FPOs) may take various forms, such 
as a Trust, Society, Cooperative or Company. FPOs 
registered under the Indian Companies Act are called 
Farmer Producer Companies (FPCs). The idea behind 
a Farmer Producer Company is a group of farmers in-
volved in agricultural production can collectivize and 
register themselves as a company under the Indian 
Companies Act. The idea behind an FPC is that there 
are advantages when farmers collectivize and oper-
ate as a company. The FPC can buy inputs at a lower 
price, benefit from reduced marketing costs because of 
bulk production and transportation to the market, and 
have better access to institutional credit. Investing in 

storage facilities to avoid distress and sell as a group 
is easier. Farmer Producer Company might also help 
its members in simple activities like training, technical 
advisory, financial advisory and processing, or it can 
be a more significant part of the value chain covering a 
set of activities. At the policy level, the idea behind col-
lectivization through FPOs is that farmers have been 
producers, but now they can act as skilled traders to 
fetch a higher price. Also, it will bring large chunks of 
land and farmers together. 

Under India’s 12th Five-Year Plan (2012–2017), 
Famer Producer Organizations were the key to achiev-
ing agricultural growth. India has witnessed an in-
crease in FPOs formed in the last few years. Also, in the 
budget of 2019, the Government of India announced 
the plan to create 10,000 FPOs in the next five years, 
and the operational guidelines were introduced in July 
2020 (Budget Speech, Nirmala Sitharaman, Minister 
of Finance 2019–2020; formation and promotion of 
10,000 farmer producer organizations (FPOs), De-
partment of Agriculture, Co-operation and Farmers 
Welfare Ministry of Agriculture and Farmers Welfare, 
2020). This research delves into the changing land-
scape of farmer collectivization in India, shedding light 
on current issues. With the Indian government’s plan 
to establish 10,000 more Farmer Producer Organiza-
tions (FPOs), the study critically explores the features, 
roles, challenges, and growth barriers of existing FPOs. 
Furthermore, it analyzes ongoing policy interventions, 
offering key insights that can shape the future trajec-
tory of FPOs in India while providing valuable lessons 
applicable to the global context of small and marginal 
farmers.

1.1 Evolution of FPO’s in India

As compared to the evolution of cooperatives in 
India which started in the 19th century, the concept of 
Farmer Producer Organizations or Farmer Producer 
Companies is comparatively new and began with the 
amendment of the Companies Act in 2002 when a spe-
cial section was introduced in the Companies Act while 
retaining the cooperative principle of ‘one vote and 
one share’ on the recommendations of the committee 
led by the economist Y.K. Alagh [4]. To better under-
stand the Farmer Producer Organisation, one needs to 
understand the Producer Organisation. NABARD [5] de-
fines a Producer Organization as a legal entity formed 
by primary producers such as farmers, milk producers, 
fishermen, rural artisans, etc., and a producer organi-
zation can take various forms such as a producer com-
pany, cooperative society or even other forms which 
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provide profit and benefit sharing among its members. 
Farmer Producer Organization is defined as the Pro-
ducer Organisation where farmers are the members 
or, in other words, members producing farm items [5]. 
FPCs are also described as a hybrid between coopera-
tives and private organizations, with all the significant 
features of private enterprise being similar to coopera-
tives [6]. Other collective forms include cooperatives, 
self-help groups (SHGs), farmers’ clubs, etc. “Agricul-
tural cooperatives formed under the Cooperative Cred-
it Societies Act, 1904, has long been the dominant form 
of farmer collectives; however, the experience with 
cooperatives point to many limitations that prevent ef-
fective collective action” [7]. The issue with the coopera-
tive societies is that their operations have been mainly 
welfare-based rather than commercial [8]. The idea be-
hind a Producer Organization is that individual small 
producers do not have large volumes of both input and 
output; thus, a PO (Producer Organization) can ensure 
better income for small producers and farmers, and 
the aggregation of small producers through a PO pro-
vides economies of scale by eliminating a large number 
of intermediaries [5]. In the World Development Report, 
2008, the World Bank defines Producer Organizations 
as “membership-based organizations or federations 
of organizations with elected leaders accountable to 
their constituents”. This further reinforces the point 
of responsibility of producer organizations towards 
their constituents. Thus, the idea here is that people 
should be able to liberate themselves from the locked 
cage involving lack of money, adequate infrastructure, 
health care, proper transport, educational facilities and 
exploitation by middlemen [9].

1.2 Number and forms of FPCs in India

The data on the number and spread of FPCs in In-
dia are scattered, and there is no consistent database 
to verify the number of FPCs in India. Neti et al. [10] 
estimate that 7,374 FPCs registered between 2003 
and 2019. The study analyses this figure by compiling 
data from the Ministry of Corporate Affairs, NABARD 
and SFAC. There has been an increase in the number 
of FPCs in the last six years. From FY 2004 to FY 2013, 
only 445 FPCs were formed. This recent increase can 
be credited to NABARD and SFAC, as the positive trend 
can be seen after these organizations started the poli-
cies to support FPOs. The data on the number and 
spread of FPCs across the Indian region can also be 
verified from the NABARD and SFAC portals. Madhya 
Pradesh, Karnataka and Maharashtra have the highest 
number of FPCs. 

FPOs can take various legal forms such as a coop-
erative (Under the Cooperative Societies Act, Mutually 
Aided Cooperative Societies Act or Multi-State Coop-
erative Society Act, 2002), Producer Company (Under 
Section 581(C) of the Indian Companies Act, 1956, as 
amended in 2013), Section 25 Company (Under the In-
dian Companies Act, 1956, as amended as Section 8 in 
2013), Societies (under Society Registration Act, 1860) 
or Public Trusts (under Indian Trusts Act, 1882). The 
formation of a producer or Section 25 company is the 
purest form of a producer organization, as a trust or 
a society does not have a provision for profit sharing. 
However, it can procure raw materials cheaper or sell 
bulk produce. The organizations formed as coopera-
tives might have limitations such as a restricted area of 
operation, non-tradable and non-transferable shares, 
limited dividends, external interference and less au-
tonomy than a company. Still, it is a complicated proce-
dure to form a company compared to other legal forms, 
and a company might attract higher penalties as per 
the law [5]. 

1.3 Studies conducted on producer organiza-
tions in different countries 

Larbi et al. [11] illustrate how producer organizations 
in Western Africa promote technical and organiza-
tional innovations in vegetable production to increase 
yield and income. Bernard and Spielman [12] show how 
principles of an inclusive, bottom-up approach relate 
to the marketing performance of rural producer organ-
izations in Ethiopia and found an intrinsic relationship 
between democratic decision-making and marketing 
performance, which eventually influenced the lives of 
poor farmers in Ethiopia. Fischer and Qaim [13] investi-
gated the impact of collectivization on smallholder ba-
nana farmers in Kenya. The study concludes that there 
are positive effects on income and innovation through 
information flows. A survey of smallholder avocado 
farmers in Kenya revealed various factors for farmers’ 
participation in collectives: age, education, gender, 
and perceptions of knowledge and improved technol-
ogy [14]. A study in Kenya and Uganda also concludes 
that group capacity development, risk spreading, as-
sets management, collective marketing, and human 
and natural capital management benefit from collec-
tive action [15]. A study of smallholder farmer groups 
from Rwanda and the Democratic Republic of Congo 
revealed that mature farmers with internal solid struc-
tures and greater product bulking perform better [16]. 
Minah and Carletti [17] try to explore the mechanisms of 
inclusion with evidence from Zambia’s farmer organi-
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zations. They discover that financial services to poorer 
households, promotion of social identities, or com-
pensating disadvantaged members for being unable to 
access subsidized inputs help underprivileged sections 
of society move towards inclusion in FPOs and com-
mit themselves to a positive change. Widadie et al. [18] 
analyzed value chains and concluded that producer or-
ganizations upgrade their value chains by linking with 
modern retail and can develop network structures. 

1.4 Studies on FPOs in India

One of the first studies on FPOs was by Trebbin and 
Hassler [19]. The study emphasized that FPOs bridge 
gaps between small farmers and high-value agricul-
tural export markets. The study highlights the services 
provided by Vasundhara Agri-horti Producer Company 
(VAPCOL) to its members, such as making landless, 
small producers and women producers as members, 
bridging gaps between bulk buyers and producers, and 
extension activities of the members. The study is based 
on various activities by the FPOs, such as marketing, 
market information, transportation, cold storage, ir-
rigation, extension services, input supply, production 
planning and excess production marketing and brand-
ing. In a comparative study of farmer producer compa-
nies in India and Sri Lanka, Singh [20] compared various 
PCs (Producer Companies) and emphasized that with 
the rise of supermarkets, small producers need new 
skills and economies of scale, which is only possible 
through collectivization. Chauhan [21], in a study on 
LuvKush Producer Company, reports benefits such as 
savings in the cost of inputs and better quality. Other 
benefits include procurement of seeds, training by ex-
perts, and financial inclusion. One of the unique stud-
ies on FPOs is research on Madhya Pradesh Women 
Poultry Producer Company Pvt. Limited (MPWPCL) [22]. 
The study analyses the effectiveness of FPOs on mem-
bers and non-members. It concludes that FPOs were 
highly effective in improving the members’ human, so-
cial and political dimensions of livelihood. Jose et al. [23] 
studied why farmer groups formed FPCs through five 
dairy-based FPCs in Kerala. Direct sales and the availa-
bility of farm inputs turned out to be the main reasons 
small and marginal farmers formed FPCs. Studies also 
see FPOs as an instrument to reduce transaction costs 
and the number of intermediaries, leading to a higher 
proportion of the producer’s share [24]. Some studies 
suggest that FPOs are innovative drivers of strengthen-
ing agricultural value chains [25]. FPOs are called gap 
fillers and bridge builders in rural areas where there is 
corporate and collective action [26]. The study by Desai 

and Joshi [27] uses propensity-score matching analysis 
in Gujarat and concludes that the poorest members of 
FPOs benefited the most. Kumar et al. [28] revealed that 
FPO membership was crucial for farmers to reduce the 
poverty incidence rate. Kumar [29] demonstrated that 
producer share in the consumer rupee was higher for 
the channels of FPCs than other channels. 

1.5 Role and importance of FPOs in India

The literature is analyzed along with the two major 
components, the core services, which deal chiefly with 
the economic and commercial aspects like input sup-
ply, processing and packaging, marketing, financial 
services and technical services. The second compo-
nent involves the services of the FPOs that deal with 
the socio-cultural and developmental factors. These 
services may include networking, social capital, con-
sultancy and convenience services. The provision of 
input supply services has been one of the significant 
functions of FPOs and has been included in many stud-
ies. Input supply is the most basic form of the role of 
FPO, and supply quality inputs emerge as one of the 
primary conditions for enhancing market linkage [30]. 
When FPOs specifically focus on financial services, 
positive results are seen; Desai and Joshi [27] mention a 
45% greater likelihood of knowledge of credit options 
among members and 10–14% more credit offtake. 
Another crucial role of Producer Organizations is to 
create effective market linkages. The various linkages 
can be pre-agreed contracts, like in the case of Vasund-
hara Agri-Horti Producer Company Limited (VAPCOL) 
and ITC Limited. Due to assured supply, these linkages 
reduce risks and transactional costs [19]. Nayak [31] sug-
gested starting with fewer products to improve the 
marketing and procurement services and reduce com-
plexities in the supply chain. Also, these organizations 
should be provided with licenses for better marketing 
of the produce [32]. The experiences of insurance servic-
es with FPOs are unfavorable due to the higher cost of 
insurance and less awareness [7]. FPOs provide several 
training programs to their member farmers and also to 
villagers. Technical services are essential to ensure a 
better service for these organizations. Knowledge shar-
ing among peers can effectively manage information 
dissemination activities [33]. They provide crop-based 
training to their beneficiaries, including selecting qual-
ity crop seeds, best practices of raising seedlings or 
nursery management, best practices for transplanting, 
irrigation and fertigation scheduling and pest manage-
ment. Besides, information on weather conditions is 
also provided occasionally. Both high-end and low-end 
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technological practices can be utilized based on the 
level of value chain an FPO is operating [31].

Various studies have emphasized the importance 
of health, education and infrastructure. These actions 
have certain spillover benefits. So, the government 
should build sustainable community-based organiza-
tions [31,34]. FPOs also help member farmers and vil-
lagers fill out job application forms, and help issue 
Aadhaar Cardsa and PANsb, avail the entitlements 
reserved for them, and so on. Besides, they also act as 
information agents. When the government announces 
any new scheme or subsidy, they call for meetings 
to disseminate the necessary information to create 
awareness and work towards helping people receive 
the benefits of those schemes and subsidies. These 
initiatives have paid off well for children’s growth and 
development, education, and health. But now, there is 
a need to see how FPOs can go beyond their economic 
and commercial scope to assist poorer sections of soci-
ety and affect the formation of Social Capital. In a study 
on 226 farmer members of a Farmer Producer Com-
pany, Pant et al. [35] conclude that social capital plays a 
significant role in predicting the performance of FPCs. 

1.6 Obstacles and problems faced by FPOs

At the present stage, many FPOs might be nascent, 
but when they grow and reach the higher segments of 
the value chain, the demand for finance will rise [36]. 
Singh [32] notes that one of the problems restricting 
the further growth of FPCs is access to capital through 
banks and allied agencies. Sharma [37] also mentions 
that credit mobilization and infrastructure provision 
must be prioritized for further growth of FPCs. FPOs 
get less support from financial institutions and the fed-
eral and state governments than the cooperatives [38]. 
Also, FPOs at nascent stages might have poor economic 
performance and face more difficulties when finan-
cial support of the initial funding is withdrawn [31,34]. 
Some of the suggestions to improve the role of FPOs 
with regards to financial services can be innovation 
value chain financing like trust-based lending as these 
organizations might not have collateral, and these or-
ganizations can build social and financial capital and 
strengthen the ecosystem of FPOs that revolve around 
the value chain [31,36]. The FPOs have made concerted 
efforts to link the member farmers to consumers, trad-

a Aadhaar is a unique identity number that can be obtained volun-
tarily by all residents of India, based on their biometrics and demo-
graphic data.
b PAN is a ten-digit unique number issued by the Income Tax De-
partment of India.

ers, marketing agencies and other such agencies, as 
they have been unable to play these roles due to re-
source constraints. Young FPOs with less capacity often 
have weak linkages with the retailers as they cannot 
fulfil the demands of modern retailers with their low 
capacity [39]. There has been more focus on the equity 
principle than the organizational design and efficiency. 
For the success of FPOs, the focus should be on pro-
moting the better livelihood of the members, i.e., mem-
ber centrality and should also focus on patronage [40].  
Further, Shah [40] raised concerns regarding free riding 
and opportunism among the members of FPCs.

Chauhan [21] mentions that it might be the case that 
at the initial stage, these FPOs are only able to provide 
modest benefits to their members, such as essential 
services like aggregation, input supply and knowledge 
transfer. When these FPOs evolve, there will be in-
stances of intermediation with corporate entities and, 
at an advanced stage, the creation of individual brands, 
processing facilities, and marketing channels [36]. This 
can be seen in the case of LuvKush, where the com-
pany started its brand named Ajeevika and sold the 
product as Ajeevika Chakki Fresh Aata and Ajeevika 
Chakki Fresh Besan [21]. Madhya Pradesh Women Poul-
try Producer Company Pvt. Limited (MPWPCL) has a 
retail brand, Sukhtava Chicken in 12 cities of Madhya 
Pradesh [22]. We also have the example of VAPCOL and 
its successful linkages with ITC Limited [19].

Noor et al. [41] in a study on 5 FPOs of Tamil Nadu 
emphasized the lack of capability, facilitation and 
capital as some of the constraints faced by FPOs. The 
research on 36 vegetable-based FPOs in West Ben-
gal raises the issue of lack of trust, awareness and 
managerial skills as a hindrance in the supply chain of 
producer companies [42]. Govil and Neti [43] anticipate 
that FPCs will harness digital technology platforms for 
more equitable economic and social growth.

1.7 Gaps and research objectives

The study explores the potential forms of farmer-
producer organizations and reveals their potential. 
The international literature indicates that the roles 
of the FPOs are ease of credit and financial services, 
capacity building, technical services, marketing of pro-
duce, enhancing income and innovation, improvement 
in knowledge, improved technology, enhanced group 
capacity, human and natural capital management, sub-
sidized inputs and upgradation of value chains. The 
studies on FPOs in India reveal the benefits like easy 
and cheaper input supply, financial services, market 
linkages, insurance services, training programs, tech-
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nical services, knowledge sharing, health, education, 
social capital and other spillover benefits (Figure 1).

Different studies in India have highlighted some of 
the obstacles and problems of FPOs in various phases 
of their development, such as the initial phase, growth 
phase, and future expansion. The issues highlighted 
include compliances, consistent database, working 
capital, support at different phases of development, 
resource constraints, capacity building, member cen-
trality and patronage, trust and social capital, modest 
benefits to members at the initial stage, and awareness 
and management skills. 

The contribution of this study to the body of the 
literature is twofold. Firstly, it integrates and system-
atically validates challenges faced by Farmer Producer 
Organizations (FPOs), bridging existing research gaps 
that often focus on isolated aspects. Through rigorous 
field observations, this study aims to provide empirical 
evidence that substantiates the identified challenges. 
Secondly, the research goes beyond validation, offering 
a unique contribution by suggesting a future direction 
by applying relevant theories such as Collective Ac-
tion, Social Capital, Resource-Based View, Cooperative, 
Agency, and Institutional theories. Notably, this holistic 
approach distinguishes the study by presenting a road-
map for the future development and sustainability of 
collective organizations in the agricultural sector.

The research objective is to systematically validate 
the literature-related challenges related to Farmer 
Producer Organizations (FPOs). Through field observa-
tions, the study aims to assess and verify these issues 
while capturing and documenting diverse experiences 
encountered by various FPOs. This approach seeks to 
contribute valuable insights into the practical realities 
and nuances faced by FPOs, fostering a more compre-
hensive understanding of their operational challenges. 
Additionally, the findings guide countries with small 

and marginal farmers considering or embarking on the 
journey of collectivization, extending the study’s rel-
evance beyond India. Collective dynamics are similar 
worldwide, emphasizing the universal applicability of 
the insights for fostering sustainable Farmer Producer 
Organizations (FPOs) globally.

2. Materials and methods

Based on the literature review, The research ques-
tions employed in this study aim to comprehensively 
explore the challenges encountered by Farmer Produc-
er Organizations (FPOs) throughout different stages 
of their evolution: the formation phase, growth phase, 
and future plans. To uncover the problems in the evo-
lution phase, CEOs/Directors of the FPOs were inter-
viewed to discover the background story of the organi-
zations. Specifically, inquiries were made regarding the 
process of member collectivization and the identified 
gaps that prompted the initiation of the FPO [19]. This 
information was sought to understand the founda-
tional aspects of FPOs and the problems faced during 
their establishment. Moving to the initial and growth 
phases, participants were further probed on current 
obstacles faced and any anticipated support required 
from the government [37,42,44,45]. This inquiry aimed to 
identify the practical challenges and external factors 
influencing the operational efficiency of FPOs during 
their early and growth phases. Given that the selected 
FPOs are in their initial or development stages, the 
study delved into their future plans. It sought insights 
into the participants’ perspectives on the future tra-
jectory of FPOs [21,36,43]. This question was included 
to uncover the strategic vision of FPOs and provide a 
forward-looking perspective, crucial for understanding 
their long-term sustainability and potential impact on 
the agricultural sector (Figure 1). 

Figure 1. Analytical framework of the study. 
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The state of Maharashtra as the area of study is se-
lected as the state has one of the highest growth of FPOs 
in India. Different districts were meticulously selected 
as strata to ensure a representative portrayal of the 
diverse landscape of FPOs across the state, consider-
ing the varying concentrations of these organizations 
in each region. The sampling process was conducted 
within each chosen district using the convenience sam-
pling technique. Initially, FPOs were identified based 
on accessibility and availability. Subsequently, the 
snowball sampling method was applied, wherein ad-
ditional FPOs were referred to or identified by the ini-
tially selected organizations. Twenty semi-structured 
interviews were conducted with the leaders (Direc-
tor/CEO) of the selected Farmer Producer Companies 
to understand the evolution, problems, future goals 
and expectations of Farmer Producer Companies in 
the Maharashtra state of India. Given their critical in-
volvement in the founding and growth phases of the 
FPOs, these leaders are uniquely positioned to provide 
profound insights into the organizational dynamics. 
Some studies have reported that for such a sample, 
saturation was reached after 9–17 interviews [46]. The 
interviews were conducted from 1 October 2022 to 
3 December 2022. On average, the field interview 
lasted 30–35 minutes for every FPC leader, ensuring 
a detailed and comprehensive understanding of their 
perspectives. Table 1 demonstrates the details of the 
sample FPCs considered for the study. It is important 
to note that this study’s scope of Farmer Producer Or-
ganizations (FPOs) pertains explicitly to those formally 
registered as companies. The authors intend to ex-
trapolate the findings to apply broadly to comparable 
organizations. While our sample size may be limited, 
it facilitated the collection of in-depth data, offering 
novel insights, predominantly qualitative, that would 
remain inaccessible otherwise. The significance of such 
detailed information has been acknowledged by Saun-
ders et al. [47]. Additionally, including FPOs from differ-
ent districts enhances the study’s robustness, as the 
leaders possessed a broader perspective, being aware 
of the dynamics and challenges faced by other FPOs 
in proximity. This contextual awareness contributes 
to the potential generalizability of the results, offering 
a more comprehensive understanding applicable to a 
broader range of Farmer Producer Organizations.

This paper adopts a qualitative data collection ap-
proach to support the findings by field observation. 
The subsequent content analysis aimed to identify key 
themes and patterns from the recorded statements, 
contributing to a thorough examination of the chal-

lenges and aspirations of FPOs in the selected districts. 
The utilization of similar methods in other exploratory 
inquiries attests to the reliability and appropriateness 
of this approach for investigating novel subjects [48–50]. 
The method can cope with an extensive evidence base, 
allows flexibility and can be used for theory-building. 
However, transparency, absence of standard methodol-
ogies, and dependence on the skills of researchers are 
some of the limitations of the method considered [51]. 

3. Results

The results section is structured into three distinct 
subsections, highlighting the challenges and impedi-
ments encountered during the initial formation phase, 
the growth stage, and the future plans of the Farmer 
Producer Organizations (FPOs) considered. The prob-
lems, obstacles, potential reasons, and solutions pro-
vided by the theory at each stage are summarized in 
Tables 2–4. 

3.1 Formation phase

In the sample considered for the study, 4 FPCs were 
formed by NGOs and Government organizations. They 
didn’t have a background story of informal collectiv-
ization or collectivization. The FPCs that the govern-
ment and NGOs started had an average revenue of Rs. 
1,45,00,000, and others had an average revenue of Rs. 
1,62,00,000. The 16 other FPCs were formed due to 
various gaps and problems and were initially started 
as an informal organization (Farmer Groups of Self-
Help Groups). Many studies found that if governments 
or NGOs form FPOs, the farmers lose interest and do 
not perform the organization’s activities. This can also 
create a lack of trust among the farmers, and once the 
supporting organization limits the handholding, FPCs 
start to underperform. But some FPOs naturally form 
due to some common reason that collectivizes the 
members.

Participant 1 revealed that most of the farmers in 
their village are small and marginal and have farm 
sizes of 1–2 acres. The purchase of tractors and other 
equipment was complicated for the farmers. So, they 
formed three farmer groups in our village (SHGs) 
and collectivized these groups and groups from two 
different villages to form an FPC. Participant 2 said 
transportation charges for boiling, polishing and mar-
keting turmeric were very high. To solve the problem, 
they decided to create FPC, and went to the farmer’s 
land directly for boiling and polishing of turmeric 
through a portable boiler and polisher and later pro-
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cured the same; they were able to capture the market 
of 700–800 acres in the first year itself. Participant 3 
also expressed that the marketing of produce was a big 
problem for all of them. Also, they didn’t have infor-
mation regarding prices. So, they decided to aggregate 
the produce through forming a farmer-producer or-
ganization. They started with 20 self-help groups and 
later formed a farmer’s collective. Participant 17 also 
stated that it is vital that the government supports us 
at the ideation stage. They initially thought of starting 
milk processing but later found that they did not have 
a scale. Participant 11 also echoed that they originally 
started with strawberry marketing with the help of 
supporting organizations. They couldn’t sustain the 
same, and later, entered into procurement, milling, and 
marketing of rice. Members do not understand how a 
company functions, states Participant 18.

3.2 Growth phase 

If the supporting organizations provide the support, 
it comes with many challenges. Participant 15 said that 
the rules to get grants are similar for everyone, but 
the government should see FPCs as unique identities. 
Every FPC cannot have high profits or a high number 
of members. If the grant’s eligibility has a standard 
parameter for all, it will lead to low innovation. Also, 
as FPCs involve small and marginal farmers, the gov-
ernment needs to ease up the taxes and complications 
related to licenses. Participant 3 mentioned that they 
have faced problems concerning compliances, filing 
of taxes etc. So, they want the government to work 
on easing up the compliance for FPOs. Participant 8 
requested the government to form easy, simple and 
transparent policies for subsidies and support. There 
should be fewer ifs and buts in the policy. Participant 

13 mentioned that they think members have innova-
tive ideas, but problems arise during implementation. 
So, they need handholding and support at the imple-
mentation stage. Participant 9 added that instead of 
monetary support from the government, they are look-
ing for more handholding in processes and procedures, 
yearly filings and regulatory requirements. Participant 
16 raised the concern that though they have certain 
plans, they are waiting for their existing businesses 
to scale up to use the generated capital on new plans. 
So, working capital is currently a problem. Also, FPOs 
don’t receive the support provided to cooperative in-
stitutions, and without any collateral or government 
backing, financial institutions don’t find these FPOs 
worthy customers. Participant 4 mentioned that their 
initial plan in 2015 was to procure and market soy-
beans, but they could not secure a loan for the same. 
After years of having a good balance sheet, last year 
they booked a Rs. 50 Lakh Loan for the procurement of 
soybeans. So, it delayed their plans. Even if some FPOs 
can hire a skilled workforce, retaining them becomes 
difficult due to a lack of working capital.

Participant 12 expressed that the government 
should do something to provide initial capital support 
for FPOs. As start-ups get the funding, they should 
also be given a chance to present their ideas and have 
some initial capital support, and the paid-up capital 
is not enough to scale. One of the common problems 
of Producer organizations is the lack of management 
skills and the inability to hire professional staff. Many 
FPOs work without a skilled workforce. This creates 
problems like non-maintenance of records, lack of ac-
countancy skills or lack of transparency. Participant 8 
stated that it is difficult to hire a qualified CEO due to 
a lack of funds. Without a CEO, it is difficult for a com-
pany to have a vision for good future plans. Participant 

Table 2. Problems and obstacles, potential reasons and solutions at the formation stage.

Problems and obstacles identified 
in the formation stage 

1) Identification of gaps for initial formation
2) Lack of member participation and initial trust
3) Lack of support at the ideation stage
4) Awareness of the objectives of FPCs

Potential reason for the problems

1) Insufficient research or needs assessment before initiating the FPO
2) Inadequate efforts in community engagement and building relationships among potential members 
and lack of transparency in the formation process.
3) Inadequate collaboration or weak networks
4) Insufficient outreach efforts to educate farmers about the goals and benefits of FPOs

Solutions provided by the theory

1) Collective action theory proposes selective and social incentives, interdependency, intrinsic benefits 
and critical mass as solutions to enhance participation, gain initial trust and increase awareness and 
collective efforts to pursue ideation having common interests and goals [52].
2) Recent research concludes that cooperative theory in its modern form is based on a contradiction 
of individuality and community, awareness of cooperative ideology and democratising society will 
enhance the performance of FPOs [53].
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15 also stated that they must learn the basic econom-
ics of products, marketing, production process etc. Par-
ticipant 12 said that winning the trust of the members 
is a must. So, FPCs can start with small activities that 
will help win members’ trust. Awareness and trust are 
a big issue. Participant 6 mentioned that they initially 
faced payment delays when they collectively sold their 
produce to the mill owner, and the members were not 
ready to wait. Still, once member trust was created, 
they were prepared to wait. Lastly, they also need 
metrics and determinants to analyze the performance 
of these organizations. Such metrics will help the pro-
ducer and promoting organizations have an evident 
growth and expansion strategy. The government can 
create certain yardsticks to assess our performance. 
That will increase the awareness of the goals and 
missions of the company amongst the members men-
tioned in Participant 18.

3.3 Future plans

Adopting the policy change took a lot of time, and 
the spurt of FPCs has happened recently. Many FPCs 
are young and operating at a lower value chain level. 
There are successful examples of older FPCs that pro-
vide their members with various services like process-
ing, finance, technical advisory, marketing, etc. In con-
trast, the young ones deal with lower-level activities 
like input supply and aggregation. Only four of the 20 

FPCs considered for the study performed at the pro-
cessing, branding, and advertising stages. The rest of 
the FPCs are only involved in cleaning, sorting, grading 
and packaging. Participant 15 revealed that they want 
to start an animal hospital as the village produces a lot 
of milk, and members must go to the city for treatment 
and buy medicines. Also, they plan to use drones for 
pesticide spray if the scale allows it. They may plan 
to do something with the wastage of their processed 
products when the calendar is vacant in the year. 
Participant 17 mentioned that they will start vacu-
um-dried vegetable chips in the future. These products 
have considerable margins in the international market. 
They want to create their own brand for vacuum-dried 
vegetable chips and need help conducting market re-
search. The government plans to boost the FPO ecosys-
tem with 10000 new FPOs in the next few years. A few 
factors need a resolution to implement the policy suc-
cessfully. One of the factors is a database of FPOs. One 
of the participants in the study echoed the same. Par-
ticipant 20 mentioned that they wish the government 
would open a portal to read about schemes and grants 
and connect with other FPCs and companies to expand 
their business. However, with the lack of a consistent 
nationwide database, it would be challenging to track 
the growth of FPOs in different regions of the country.

4. Discussion

Table 3. Problems and obstacles, potential reasons and solutions at the growth stage.

Problems and obstacles identified 
in the growth stage 

1) FPCs are seen as a homogeneous unit
2) Complications regarding compliances
3) Lack of handholding support for implementation at the growth stage
4) Lack of working capital
5) Lack of management skills
6) Lack of trust among members
7) Metrics and determinants of performance

Potential reason for the problems

1) Inadequate efforts to recognize and address the diversity of FPCs
2) Limited access to legal expertise or support services
3) Little collaboration with supportive organizations and institutions
4) Lack of sustainable revenue generation strategies or inefficient management practices
5) Limited access to training on organizational development and challenges in hiring skilled profes-
sionals
6) Communication gaps or lack of transparency or ineffective mechanisms for conflict resolution
7) Limited data-driven decision-making processes or lack of clarity on key performance indicators

Solutions provided by the theory

1) Social Capital theory reveals that social capital is directly associated with building trust, networks 
and relationships [54,55].
2) Resource-based view theory offers a plausible solution for identifying internal resources and com-
bining and integrating these resources to create unique and dynamic capabilities. FPOs can manage 
resources to ensure compliance, optimize resources and manage performance [56].
3) Agency theory emphasizes the alignment of interest between principals (leaders) and agents 
(members). Agency Theory suggests implementing governance structures that cater to the specific 
characteristics of each FPC and ensuring that the skills of the management align with the interests and 
objectives [57].
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Bikkina et al. [7] argue that FPCs need government 
support for the formation stage. Policymakers need 
to ensure that there isn’t excessive state control. FPOs 
should be able to get a start-up environment where 
they shouldn’t be gazed at with astonishment even 
if they fail. The support should be divided into the 
handholding, scaling, and mature stages of develop-
ment [59,60]. There is a need to establish incubators to 
handhold and support [60]. Also, when the supporting 
organizations limit their support for young FPOs, it is 
observed that they tend to perform poorly [20,61]. The 
same was seen in the coconut producer’s federation in 
Kerala, where the withdrawal of institutional support 
led to the closure of 82 out of 95 federations [62]. Of-
ten, many farmers join FPOs due to pressure from the 
government and don’t participate in the organization’s 
activities [45]. 

During the growth phase of FPOs, many studies have 
found that working capital is a big challenge for these 
FPOs [63]. One of the most common problems stated in 
many studies is the lack of funds and support for the 
FPOs [64,65]. This phenomenon can also be confirmed in 
the study conducted by Neti et al. [10] that the median 
paid-up capital per producer company in India is only 
Rs. 110,000, there are 86% of FPCs with a paid capi-
tal less than Rs. 1 Million, 99% of FPCs in India have 
less than 1,000 shareholders with an average of 582 
shareholders. The sample taken in the study had an av-
erage paid-up capital of Rs. 10,86,250 and an average 
member size of 538. These organizations will require 
working capital and increased membership to perform 
higher value chain activities and reach economies of 
scale. Kakati and Roy [66] concluded that FPCs should 
be allowed to incorporate second-class shareholders 
to improve the problems related to working capital. 
Contrary to this, Kappil et al. [67] mentioned that reduc-
ing the number of shareholders in FPCs in Kerela may 

increase the efficiency of these FPCs. Also, there is no 
study on the optimum number of board sizes for FPCs. 
Chintala and Mani [68] raised concerns regarding the se-
lection of a CEO, as it can be a critical factor for the suc-
cess of FPCs. Gireesan [69] has suggested capacity-build-
ing programs from various management perspectives 
as a way forward. Bijman et al. [70] emphasize develop-
ing the farmers’ management and marketing skills to 
make them skillful traders. Still, they lack working cap-
ital and cannot hire management professionals. Lack 
of trust and awareness among the members is also one 
of the problems of FPO [42,71]. Dey [72] highlighted some 
of the determinants of performance and viability, such 
as governance structure, external network, access to 
capital and technology, member contribution to the 
business, and financial performance. 

Finally, for a sustainable future plan, it is observed 
that there is limited literature related to the auxiliary 
services provided by the FPO, i.e., consultancy, con-
venience, social capital and networking that result in 
socio-cultural development. In a study on the Tamil 
Nadu Banana Producer Company, Srinithi et al. [73] 
concluded that respondents felt increased informa-
tion sharing and seeking, an aspect of social capital. 
Also, Latitha et al. [74] highlight that Sahyadri Farmers 
Producer Company Ltd is improving the farmers’ liveli-
hoods by increasing social capital. Future studies can 
be performed on these topics. Widadie et al. [18] state 
that producer organizations upgrade their value chains 
by developing network structures.

5. Conclusions
This paper attempted to understand the evolution 

of farmer-producer organizations and related policies. 
The study also highlights critical challenges at various 
stages of Farmer Producer Organizations (FPOs) and 
offers practical insights for policymakers and support-

Table 4. Problems and obstacles, potential reasons and solutions for the future plans.

Problems and obstacles identified 
for the future

1) FPCs operating at lower levels of the value chain
2) Lack of activities throughout the calendar
3) Lack of viable plans
4) Inconsistent database for networking

Potential reason for the problems

1) Insufficient strategic planning to move up the value chain or limited understanding of the broader 
value chain
2) Limited knowledge or resources for planning
3) Insufficient long-term strategic planning or limited capacity
4) Challenges in data accuracy, completeness, and consistency hindering effective networking efforts

Solutions provided by the theory

1) The latter stages of the Resource-based view theory involve identifying unique resources for col-
laborative advantage and strategic alliances [56]. 
2) The institutional theory reveals how small changes in the value chains can lead to higher levels of 
the value chain and new opportunities [58]. 
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ing organizations. The history of collectivization start-
ed with farmers’ agitation in the late 19th century, and 
the cooperative structure began to evolve at the begin-
ning of the 20th century. Though cooperatives were 
seen as an ideal development structure in the 20th 
century, the cooperative structure started to fade with 
privatization and globalization at the end of the 20th 
century. A new era marked the beginning of the 21st 
century for farmers with the changes in the Compa-
nies Act and the introduction of the Farmer Producer 
Companies. The demand for agricultural products has 
become advanced and globalized. On the supply side, 
there is an increase in the number of small and mar-
ginal farmers yearly and decreasing economies of scale 
due to land fragmentation in developing countries like 
India. It will become unviable for small producers to 
find linkages in the advanced private markets. So small 
and marginal farmers can come together, initially in in-
formal groups and form legal entities later. These legal 
entities can start with lower value chain activities and 
reach an advanced stage as they grow. Advance-stage 
activities might include creating brands, processing, 
linkages with corporates, fixed price arrangements, 
or trading commodities on e-platforms. The study 
discussed the obstacles and problems in achieving 
these objectives. Also, the support of external agencies 
should not be restricted to a certain number of years 
as, due to variations in certain conditions, FPOs might 
take more than or less than a certain number of years 
to stabilize. In the future, the government can work on 
a consistent national database, metrics, determinants 
of performance, and auxiliary services like social capi-
tal.

This study uniquely bridges the gap between theo-
retical insights and practical realities by compiling 
challenges identified in existing literature and validat-
ing them through field observations. The findings of 
this study transcend national borders, offering insights 
applicable to diverse agricultural contexts globally. Pol-
icymakers and development agencies worldwide can 
draw lessons on supporting FPOs and collective action 
for small and marginal farmers. One limitation of this 
study is the relatively small sample size, which, while 
providing in-depth insights, may limit generalizability. 

Future research should aim for more extensive and 
diverse samples to enhance the external validity of 
findings. Expanding the study to include FPOs from dif-
ferent regions, crops, and activities could offer a more 
comprehensive understanding of challenges and solu-
tions. Further exploration of auxiliary services, social 
capital dynamics, and socio-cultural impacts remains 

uncharted, providing avenues for future investigations.
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