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General Studies-3; Topic: Issues related to Agriculture 
 

How FPOs can help small and marginal farmers 
 
Introduction  

• In the last decade, the Centre has encouraged farmer producer organisations (FPOs) to help farmers. 

• Farmer producers’ organisations could be a solution to the agrarian distress if they are helped to 
access credit and markets. 

 
Agrarian Distress 

• One of the reasons for agrarian distress is the declining average size of farm holdings. 

• The average farm size declined from 2.3 hectares (ha) in 1970-71 to 1.08 ha in 2015-16. 

• The share of small and marginal farmers increased from 70 per cent in 1980-81 to 86 per cent in 
2015-16.  

• Small farmers face several challenges in getting access to inputs and marketing facilities.  
 
Farmer producer organisations (FPOs) 

• Since 2011, the Centre has intensively promoted FPOs under the Small Farmers’ Agri-Business 
Consortium (SFAC), NABARD, state governments and NGOs. 

• FPO seems to be an important institutional mechanism to organise small and marginal farmers. 

• Aggregation can overcome the constraint of small size. FPOs allow members to negotiate as a group 
and can help small farmers in both input and output markets.  

• The ongoing support for FPOs is mainly in the form of equity to registered FPOs and credit guarantee 
cover to lending institutions. 

• FPOs in Gujarat, Maharashtra and Madhya Pradesh, Rajasthan and some other states have shown 
encouraging results and have been able to realise higher returns for their produce. 
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• For example, tribal women in the Pali district of Rajasthan formed a producer company and they are 
getting higher prices for custard apples.  

• In Tamil Nadu, under collective farming, so far, six lakh small and marginal farmers have been 
integrated into 6,000 farmer producer groups. 

 
Concerns / Challenges 

• Experience shows a mixed performance of FPOs in the last decade. 

• Some estimates show that 30 per cent of these are operating viably while 20 per cent are struggling 
to survive.  

• Studies of NABARD show that there are some important challenges for building sustainable FPOs. 

• Some of these are lack of technical skills, inadequate professional management, weak financials, 
inadequate access to credit, lack of risk mitigation mechanism and inadequate access to market and 
infrastructure. 

• Some studies show that we need more than one lakh FPOs for a large country like India while we 
currently have less than 10,000.  

• While incomes will rise because of the benefits flowing from FPOs, they may not still be adequate to 
give a reasonable income to small and marginal farmers.  

 
Way Forward 

• The issues such as working capital, marketing, infrastructure have to be addressed while scaling up 
FPOs. 

• Banks must have structured products for lending to FPOs.  

• FPOs need capacity building for professional management. 

• They have to be linked with input companies, technical service providers, marketing/processing 
companies, retailers etc. 

• They need a lot of data on markets and prices and other information and competency in information 
technology.  

• FPOs can be used to augment the size of the land by focusing on grouping contiguous tracts of land 
as far as possible. 

• Women farmers also can be encouraged to group cultivate for getting better returns.  

• FPOs can also encourage consolidation of holdings. 
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