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Abstract

The Farmer Producer Organisations (FPOs) represent a key institutional innovation aimed at addressing the structural limitations of small and
marginal farmers by enhancing collective bargaining power, improving market access and attaining economies of scale. Despite increasing
policy support and expanding research, existing literature remains fragmented, particularly in explaining how financial, governance,
infrastructural and socio-cultural factors influence FPOs' performance and sustainability. This narrative review synthesises evidence from
India and comparable international contexts to give a thematic understanding of the roles, benefits and constraints associated with FPOs. The
findings reveal that while FPOs highly contribute to reducing transaction costs and improving access to inputs and markets, their long-term
sustainability depends on stronger institutional capacity, improved financial support and effective governance structures. It also identifies
important research gaps related to gender inclusion, comparative assessments and longitudinal evaluation of large-scale national
programmes. By consolidating dispersed evidence, the study provides a deeper understanding of the transformative potential of FPOs as an
inclusive and sustainable instrument of agrarian development.
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Introduction

The rural economy of India is agricutture-based and most farmers are
small or marginal farmers (1). Agricultural lands are highly fragmented,
with more than 86 % of agricultural landholdings being 2 ha or less.
From 2.3 ha in 1970-71 to 1.08 ha in 2016, the average land-holding
size has gradually declined, which limits mechanisation, weakens
bargaining power and restricts farmers’ access to quality inputs and
markets (2, 3). And because of this, many small and marginal farmers
are currently unable to maintain sustainable and profitable
agricultural practices. Small and marginal farmers face several
challenges in addition to low productivity, such as relying on the
monsoon, ineffective supply chains, lack of post-harvest infrastructure
facilities and the presence of several intermediaries that further
diminish or reduce their profits (4, 5). Suchatrend s typical and is most
often seen in developing economies, as long marketing chains resultin
middlemen capturing a significant portion of the final sale price paid
by farmers (6). As a result, many small and marginal farmers remain
trapped in a cycle of low productivity and weak market participation
(7).

The harsh conditions under which small and marginal farmers
have been living have brought severe social and economic
implications. Due to severe debt levels, fluctuating commodity prices
and continuous financial instability, farmers are taking their own lives

more often. This reflects the severity of the structural challenges
affecting smallholder livelihoods (8). In response to these challenges,
institutional support mechanisms such as Farmer Producer
Organisations (FPOs) have become increasingly important,
particularly in developing countries like India, where approximately
88 % of agricultural households are small and marginal farmers (9).
However, the effectiveness of these organisations depend largely on
access to institutional support systems that facilitate inputs, market
information and extension services (10).

The FPOs are increasingly recognised as an important
institutional mechanism for strengthening collective bargaining
power, improving market access and enabling economies of scale for
small and marginal farmers (11, 12). Recognising the potential of these
organisations, the Government of India has tried to promote FPOs as
long-term structural solutions to agricultural challenges being faced by
the small and marginal farmers. This commitment was formally
highlighted when the year 2014 was declared as the year of FPOs
(13,14). Following this momentum, the Government of India launched
a special central sector program called Formation and Promotion of
Farmer Producer Organisations, to establish 10000 new FPOs within
5 years. Up till 2027-28, the initiative has been funded with 6865
crores. The Department of Agriculture and Farmers Welfare is
coordinating its implementation and ClusterBased Business
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Organisations (CBBOs) operate on state and regional levels (15, 16).
Globally, farmer organisations have played a crucial role in improving
the living standards of small and marginal farmers. Through this
cooperation, farmers can negotiate better with their policy
requirements, share useful expertise and obtain better market
conditions (3). These institutions or organisations are not just valuable
in terms of monetary benefits; by strengthening the resilience and long
-term stability of smallholder farming communities, they also support
social empowerment and help in accomplishing sustainable
development goals (SDGs) (8). The FPOs are widely seen as a model
that can be modified to improve how small and marginal farmers
engage with agricultural markets, as these organisations provide
farmers with the opportunity to participate in national and
international value chains with more confidence and competitiveness
by reducing structural constraints (17).

Emerging literature demonstrated that FPOs are important for
improving market access, bargaining power and economies of scale
for small and marginal farmers. Despite this general acceptance, very
little is known about how different factors, such as member
participation, financial access, infrastructure, institutional support and
governance quality influence one another to determine the long-term
performance and sustainability of FPOs. Although a lot of research has
already been done on the advantages of FPOs in terms of reducing
costs, improving market connections or access and securing better
prices for producers, very little has been done to show how these
advantages can change with the change in area or interact with
practical difficulties. Most publications focused on the potential of
FPOs as catalysts for rural development; however, issues such as
managerial limitations, operational bottlenecks and contradictory
policies have received less attention. This gap indicates that further
study is needed to fully understand the favourable circumstances and
the barriers that may influence the impact of FPO. In turn, this review
uses both the evidence in India and similar experienced cases in the
world. It offers a thematic analysis of the benefits and constraints that
are associated with FPOs and provides insights into institutional and
policy contextsin which they are operated.

Methodology

The present study took the narrative review methodology, whereby
peer-reviewed journal articles, policy documents and institutional
reports published between 2005 and 2025 were utilised to rigorously
synthesise the theoretical and empirical literature available on the
role of FPOs to enhance market access and attain economies of
scale among small and marginal farmers, especially in India and
other similar developing country settings.

Table 1. Difference between co-operatives and producer companies
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Different combinations of keywords were used with Boolean
operators (AND / OR) to identify relevant studies from different
databases such as Google Scholar, ScienceDirect and JSTOR. First,
the titles and abstracts of the identified studies were filtered to
identify the relevant ones and then the selected studies were
assessed using the full-text screening. A thematic synthesis approach
was then adopted and the studies were coded into major themes
including the concept and institutional framework of FPOs, their
benefits in enhancing market access and economies of scale, the
constraints associated with FPOs and the policy interventions that
support their sustainability. This assisted in establishing recurrent
patterns and conceptual understanding of how FPOs can be
institutional mechanisms to enhance smallholder participation in
the agricultural markets.

Concept of Farmer Producer Organisations

Just like cooperatives, FPOs are also based on the idea of mutual aid,
but they also possess some additional characteristics that are
somehow linked to the private companies (Table 1) (12). From a
theoretical perspective, the functioning of FPOs can also be
understood through collective action theory, institutional
economics and transaction cost economics, which explain how
farmer aggregation helps overcome coordination constraints,
reduce market-related transaction costs and strengthen access to
shared services and value chains. These perspectives provide an
analytical basis for understanding FPOs as institutional mechanisms
that enhance the participation of small and marginal farmers in
agricultural markets (6, 12, 13). Over the last decade, the idea of FPOs
has changed, or in other words, it has evolved. In 2000, Y.K. Alagh
headed a committee that made recommendations for setting up a
producer-owned business (18). These recommendations led to a
major legal shift in the Companies Act of 1956, where it was
amended to include a new section IXA on producer companies. The
main goal was to create a hybrid or integrated institutional
framework that can help in combining the professionalism and
efficiency of the systems with mutual benefit, especially for small and
marginal farmers (19). According to the amendment in the act,
producer organisations are considered an enterprise or business
that the primary producer has officially registered. Whereas in the
context of FPOs, farmers are the primary producers and according to
the law, only those who are directly engaged in primary production
can be members of such organisations (20, 21). In 2013, the Indian
Government specified the responsibilities of the State and National
institutions in supporting and promoting FPOs, where NABARD, as a
nodal agency, started to support FPOs under the Producer

Parameter Co-operatives

Producer companies

Legal framework
Geographical scope
Nature of business
Membership basis
Share transferability
Profit sharing

Ownership of land
Non-tradeable

Voting rights

Governance

Reserves
Borrowing power

Business and non-profit relations

Cooperative Societies Act
Restricted to a specific region
Service and delivery agencies

Limited dividends on shares

One member, one vote; the government and
registrar of co-operatives hold veto power

Federated under the District Cooperative
Central Bank (DCCB), government-supported

Created only when profits are available
Limited to loans from cooperative banks

Transaction-based relationships

Indian Companies Act
Operates across India
Marketing solutions for pooled produce
Shareholding model
Transferable among members at par value
Based on the business volume of members

One member, one vote; Only active members can vote

Independent, self-reliant and self-governing

Mandatory
More financial freedom, access to external capital

Collaborative ventures with corporations and non-profit
entities

Sources: (25, 12)
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Organisation Development and Upliftment Corpus Fund and the
Small Farmers Agribusiness Consortium (SFAC) was given the task of
promoting FPOs in different states and districts (22, 23). Furthermore,
various departments of the state, including agriculture, horticulture
and animal husbandry, etc., continued to support the idea of FPOs so
that more farmers can actively participate (24).

Transformative role of Farmer Producer Organisation

The FPOs, being an innovative type of entity, also represent an
important change in the structure of rural agriculture (26, 27). These
organisations do much more than just assist farmers to gain market
access and to increase bargaining power. By many, it is believed that
FPOs enhance social resiliency, promote agripreneurship through
innovative ideas and help in achieving sustainability and
development goals (28, 29). In India, where most of the farmers are
small and marginal, FPOs offer them a sustainable path from
fragmented and wvulnerable agricultural practices to more
coordinated, collective and strong farming operations (30).

The way in which agricultural markets are operating
nowadays presents a prominent change brought by FPOs. Farmers
can now negotiate better, can lower their input costs and can also
have more direct access to the agricultural markets by pooling their
produce. This collective action eliminates the need for middlemen
who used to earn a large portion of the value (24). Additionally, many
FPOs in India are now moving beyond just simple aggregation of
farmers and are now involving themselves in different activities of
the value chain, such as processing, branding and retailing of the
produce (31). For example, Shaydri farms a small collective in
Maharashtra, which started as a simple collective and has now
grown into an export-oriented agribusiness. It clearly highlights how
such organisations can achieve better and may successfully close
the gaps that mainly exist between primary production and
agricultural markets (32). The positive effects of FPOs do not just limit
to the economic gains but also extend into the sphere of social
inclusion and farmer empowerment (33). From the literature, it is
evident that FPOs that are particularly headed by women have
shifted the gender dynamics mostly in rural areas. Such
organisations are creating new opportunities for women and
offering them alternatives to traditional norms of patriarchy. Itis also
clear that when women participate in decision-making related to
different activities of the value chain, such as production, processing,
marketing and value addition, society’s general perception of
gender roles is also affected in a positive way, in addition to an
increase in household incomes (34). The FPOs provide a platform for
marginalised groups, such as those based on gender, caste or
economic status, to be represented in these institutions and
organisations so that they can engage more actively in the
agricultural value chains. By doing so, FPOs could contribute to the
creation of more active, participatory and inclusive rural economies,
which help to achieve one of the objectives, that is to improve the
living standards of rural economies.

The FPOs are considered an important entity to strengthen
small and marginal farmers’ adaptability and sustainability on a
larger level. As previous researchers noted, these organisations help
in reducing market volatility, enabling farmers or people to make
more money with limited changes and also encouraging less
harmful farming practices (28). Not only this, but for many farmers,
FPOs serve as sources of innovation and agripreneurship in addition
to their stabilising function (17). As a case from Tamil Nadu, it was
highlighted that farmers who are part of FPOs find it easier to switch
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from traditional methods of farming to more entrepreneurial forms
of agricultural practices. With the growing number of FPOs, these
organisations encourage other farmers who are still not a part of it to
experiment with new and improved farming practices, seeking
creative business models and increasing their market reach and
overall profitability (35). In terms of Governance, FPOs played a
crucial part by allowing farmers to get involved in creating
knowledge, such as understanding ups and downs of the markets,
new technologies or sustainable practices, while also allowing them
to make strong and effective decisions by themselves that affect
their livelihoods. Previous studies reveal that experts and farmers, by
working together, can enhance technical capabilities and strengthen
the fundamentals of sustainable development in Forest and Farm
Producer Organisations (FFPOs) (36). Also, now FPOs are not just
involved in production and marketing activities, but they are also
supporting and advocating for farmers’ rights, taking part in
initiatives related to rural development and making contributions to
the creation of programs related to agriculture and farmers as well.

Earlier, the farmers were considered passive beneficiaries
who received schemes and support from the government. Now,
since the FPOs are becoming more active and are engaged to shape
the direction of rural development (3). Similar experiences from
other countries also demonstrate the importance of these
organisations. According to another study, in Guatemala, umbrella
organisations help in supporting and turning small, local innovations
into large-scale initiatives and contribute towards more significant
shifts across entire agri-food systems (29). Not only this, but they also
build a strong sense of identity among themselves and encourage
experimentation among farmers without any hesitation. Similar
trends are now emerging and rising in India as well, where FPOs play
a similar role by connecting or linking local innovation or local
creativity to the major and larger institutional frameworks,
particularly those that are being operated through cluster-based
business models (31). This clearly shows that FPOs have the power
to influence the entire agricultural system and not just individual
farms. Despite these advancements, there are some loopholes that
hamper and hinder the proper efficiency of the FPOs. For example,
many organisations are still struggling with improper infrastructure,
low member participation in FPOs, low financial literacy and
inconsistent policy frameworks for the smooth functioning of FPOs
(28, 37). However, small and marginal farmers are already
experiencing the measurable results because of the influence of
FPOs in certain different aspects such as market linkages, collective
action, social inclusion and entrepreneurial development (12,17, 33).
Also, recent literature highlights the environmental and social
aspects of FPOs, such as promoting and supporting climate-smart
practices, gender inclusion and resilience building in addition to their
institutional activities.

Overall, the evidence indicates that the transformational role
of FPOs goes beyond better market participation to a stronger
institutional connection and collective agency of farmers. However,
the magnitude of these benefits differs among regions based on the
governance quality, managerial capacity and access to financial
resources. Indian context studies suggest comparatively better
results in the case of continuous policy support and institutional
facilitation systems, which support the significance of an enabling
ecosystem to make the full potential of FPO-led collective action
cometrue.
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To better understand how the functions and outcomes of
FPOs vary across different institutional and regional contexts, Table 2
presents a comparative synthesis of selected empirical studies from
both India and other countries. The table highlights the major
functions performed by FPOs and summarises their observed
impacts on economies of scale and market access

Although Table 2 concentrates on the economic and
market-level outcomes experienced by the FPO members, the
results that are shown are not accidental. They are the results of
institutional interventions and a systematised package of services
provided by FPOs; there are different types of services that are being
provided by the FPOs, as shownin Table 3.

So, FPOs act as a multifunctional organisation rather than
merely acting as marketing entities, as highlighted in Table 3. The
services and functions that are offered include every step of the
agricultural value chain, such as marketing, finance, capacity
building, input procurement and production aid. Because of this

4

wide range of services and functions offered by the FPOs, they are
nowadays seen as transformative institutional arrangements that
can help small and marginal farmers to increase their living standard
and overcome structural challenges.

Input and production services, such as purchasing in bulk
and collective use of machinery, directly result in a reduction of costs,
as well as ensuring the quality of inputs, which ultimately enhances
net farm incomes. Whereas through the aggregation of farmers,
branding and direct buyer linkages, price realisation and constraints
related to market access also get reduced. Also, the dependence on
intermediaries declined, which shows lower transaction costs and
exploitation risks. Also, with proper financial services and capacity
building programs for farmers, they are now able to use improved
technologies, manage risks and have greater or improved access to
markets. Beyond just economic gains, FPOs also contribute to the
rural  transformation  through  social inclusion  and
climate-responsive practices, which enhance resilience and

Table 2. Farmer Producer Organisations (FPOs)- economic and market impacts

Impact on economies

Impact on market

Country FPO functions studied of scale access Key findings References
RPOs improve commercialisation by
-~ RPOs enable value  RPOs improve members' raising prices through bulking and
rlz)lélrtjcc:tgr)??%gifs;utrigtws addition and bulking of  accesstoinputand value addition; they face challenges
Usanda P (RPOS); mgarketin produce, leading to output markets and in liquidity, transport, leadership (38)
& service brovision a%d improved bargaining enable farmers to obtain and transparency. Development
colle?tive action power and fixed cost better prices for interventions needed for working
degression produce. capital, information and knowledge
dissemination and financial access.
. . Better prices for
) Inpauntds iﬁg%;ﬁg?gral R_eguoﬁoe)iizegq%riggse(:to _ produce through Improved input access and
India services and Financial costs (~50 %); collective informal poolingand  knowledge; constrained by capital, (12)
services savines reduced dependency on managerial support and regulations
& middlemen
FPOs generate FPOs improve -
economies of scale,  bargaining power with PO membership improves farm
Impact of PO benefiting even large buvers and input profitability, value added services,
Slovakia membership on farm &€ & Y nput employment and labour (39)
farms via cost suppliers, facilitating - -
performance h P productivity. Established POs
reductions and better  better terms and joint erform better than new ones
margins marketing P ’
Bargaining and - PO membership significantly
processing POs Improved access to En\;liotlﬁ(fjoco%n”slg]l‘:?atnce increased adoption of food safety
Kenya (collective marketing, inputs, training and milk standards and acce%ss to Measures; processing POs had (40)
training, food safety storage facilities hich-value markets stronger positive effects than
monitoring) g bargaining POs
Input supply, marketing, Collective procurement Improved market access Overall performa.nce ranged from
. : - : . poor to good; leadership,
India financial and networking and input supply and networking enabled articination. communication and (41)
services and technical  improved access and better linkages and tp p it were key determinants of
support reduced costs opportunities. €am spirit were K€y determinants o
FPO success
. - . FPOs strengthened member
Input supply, collective ro(éztrl:rﬁéﬁ ereF(,jlljtced ?n?llfgv\e/g gairl;?gir:]g, participation and market linkages,
India marketing, capacity P input costs and pc?wer and er%abledg but effectiveness varied depending (36)
building and networking transaction expenses  better price realisation on governanscuep::)r;drtlnstltutlonal
POs show high heterogeneity in
Product mix and Larger POs supply retail POs facilitate diversified product mix and distribution
Poland marketing channels ~ chains and highlighting  market channels and channels. POs are in more (42)
g the scale advantage  including retail chains competitive environments and
specialise in fewer products
Input/output Collective input Enhanced linkages to
aggregation, credit procurement and markets and NAGBgo%tgr?é gigé~su§r$g:rt1$3nté)é of
India access, networking and  services reduced costs institutions; improved FPOSs varies acros’spstateS‘ olic (30)
government-linked  and improved access to bargaining strength in support needed forsustai’rgbili%/
schemes resources the market PP y
FPO membership significantly
Collective marketing,  Enhanced bargaining Improved output prices increased smallholder incomes and
Ghana input supply, access to power and reduced  and better access to the welfare, though benefits depend on (43)
credit and training transaction costs market for buyers governance and financial
sustainability.
FPOSs | t i Key enabling factors: Improved
Sustainability factors costss ?r‘:\é?;a;aer}iacggg FPOs improve market  income, subsidies and collective
India (Economic, social and 4 linkages and ensure bargaining. (20)

and enable collective be

environmental) bargaining

tter prices for produce

Key inhibiting factors: Capital
shortage, weak management, etc.

Sources: Author’s own compilation.
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Table 3. Important services/functions provided by farmer producer organisations

Broad categories of services Specific services | Functions References
. . Bulk procurement of seeds, fertilisers, pesticides, machinery; collective use of farm
Input and production services equipment; promoting sustainable practices like CSA/agroecology. (3,12,43)
. . Aggregation of produce; collective marketing and branding; direct linkages with buyers,
Marketing and market linkages processors, retailers; price discovery and negotiation. (3,30,37)
Financial services Facilitating access to institutional creggl;’\f;gggaal literacy; group savings; insurance (12, 20)
Capacity building and technical Training in improved cultivation, post-harvest handling, record-keeping, digital literacy; (36, 43)
support exposure visits; advisory services. ’
Policy advocacy and Representing farmer interests with government; lobbying for better schemes; building (36,37)
institutional linkages partnerships with NGOs, extension agencies and private firms. ’
Social and community Promoting gender inclusion; reducing inequalities; building social capital; resilience (3, 36)
development building against climate risks and migration pressures. ’
Environmental and Promoting agroforestry, climate-smart agriculture, soil conservation and eco-friendly (36, 43)

sustainability functions

inputs.

Sources: Author’s own compilation.
sustainability.

However, now we all know that FPOs offer a wide range of
services, but still, their delivery is uneven. Basic economic activities,
such as input procurement and purchases, combine marketing, etc.,
are doing well, but services like financial, policy advocacy and
environmental services are typically low and underdeveloped. So, to
make FPOs work at full potential, there is a need for proper
institutional capability and capacity, as well as external support.

Benefits of farmer producer organisations

We already discussed about the transformative role of FPOs by
analysing their wide range of services and functions through which
they influence the production, perception and participation of
farmers. So, with this understanding, this section focuses on the
benefits of FPOs and Table 4 captures the tangible economic,
market-related and institutional outcomes and benefits experienced
by member farmers.

Economic growth

In India, FPOs have played a key role in promoting the economic
growth of small and marginal farmers (6). With the help of FPOs,
farmers are now able to gain access to better inputs, markets and
technology, which significantly increases farmers’ income (44).
Similarly, it is also observed that farmers who are members of FPOs
have higher incomes than those who are not members (6). All these
economic benefits are made even better by the fact that FPOs
enable the realisation of economies of scale, lowering the cost of
production and maximising efficiency (3, 45).

Increased farmers’ bargaining power

One of the biggest advantages that a farmer gets from the FPO is
increased bargaining power. Because of collectivisation, farmers can
easily negotiate for better prices for their produce and reach better

Table 4. Benefits of Farmer Producer Organisations (FPOs)

markets (46, 47). The FPOs help their farmers to get a lucrative price
for their produce as compared to others (48). Due to collective
bargaining, members of the FPO in Telangana receive higher net
returns and a higher percentage of consumer rupees (49). According
to previous studies, this bargaining power also applies to input
procurement, where FPOs help farmers to obtain better prices and
deals on seeds, fertilisers and such other inputs which ultimately
reduce the production costs and benefit their members even more
(50).

Knowledge and training

To adopt better farming methods and technology, farmers need
proper knowledge and training. The FPOs play an important role by
providing them access to new innovative techniques and how to use
them through knowledge and training (12). According to recent
studies, the FPOs helped farmers by increasing their overall
productivity and efficiency by using technical services, weather
advisories or forecasting and training on sustainable practices (44).
As an example, in Rajasthan, members of FPO reported improved
yields and improved economic outcomes because of their learned
skills and knowledge sharing. Also, FPOs provide farmers better
access to the market and its trends so that they can make better
decisions ontime (50).

Risk mitigation

One of the most important benefits of FPO is that it also prevents
farmers from risk exposure, particularly with respect to production
risks and market uncertainty (51). So, by providing farmers with
proper market information and regular market prices, FPOs can
easily reduce their vulnerability to price volatility (35, 52). For
example, in Karnataka, FPOs encourage their members to market
their produce, i.e. maize collectively, to get a good price for their
produce and reduce the vulnerability to market hazards (52). The

Benefits Description References

Economic growth FPOs increase farmers’ incomes through better market access and input efficiency. (6, 44)
. FPOs enhance farmers’ ability to negotiate better prices and reduce intermediary

Bargaining power exploitation. (3, 45-47)

Knowledge and training  FPOs provide training and technical services, improving farming practices and productivity. (44, 50)

Risk mitigation FPOs reduce market and production risks through stable prices and financial services. (35,52, 53)

Efficient market linkages FPOs streamline market access, eliminating intermediaries and improving profitability. (35, 45, 55)

Sources: Author’s own compilation.
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FPOs also provide financial and insurance services to their farmers,
which further protect them from unforeseen risks (53).

Efficient market linkages

The FPOs play a crucial role by eliminating intermediaries,
streamlining the supply chain and establishing effective market
connections for the farmers so that they can receive a larger share of
the consumer rupee (35, 49). For example, FPOs in Andhra Pradesh
provided their paddy farmers with direct and efficient market
linkage or access, increasing their profits and returns (54). Many
recognised that FPOs reduce the transaction costs and improve the
overall effectiveness of marketing channels (55).

Findings indicate that economic benefits such as improved
price realisation, reduced transaction costs and better access to
inputs are consistently reported across studies; the extent of these
gains depends largely on member participation, institutional
maturity and value-chain integration. Evidence also suggests that
FPOs delivering multiple services, such as credit facilitation, training
and market linkage support, tend to generate more sustained
livelihoods compared to those functioning primarily as aggregation
platforms. This highlights the importance of strengthening service
diversification within FPOs to enhance their long-term effectiveness.

While the literature clearly emphasises the benefits of FPOs,
itis also important to examine and look at the actual outcomes that
are experienced by farmers through their association with FPOs.
Table 5 will provide the evidence on the effects of farmers’
association with FPOs across important outcome variables.

Table 5 indicates that economic outcomes such as improved
income, better price realisation, reduced cost of cultivation and
enhanced market access are the most consistently reported benefits
across studies. Institutional services such as training, extension
support and access to credit also emerge as important enabling
factors that strengthen farmer participation in markets. However,
outcomes related to social trust and organisational sustainability
show mixed results, suggesting that the long-term effectiveness of

6

FPOs depends largely on governance quality, member participation
and the availability of infrastructure support. These findings indicate
that while short-term economic gains are widely observed, broader
institutional and social impacts vary across contexts and stages of
FPO development.

Challenges faced by Farmer Producer Organisations

The FPOs have already shown significant success in improving the
incomes of smallholder farmers, access to markets and the
socio-economic life of farmers in general (6, 58). However, most of
the literature highlighted that in many states and business
frameworks, the full potential of FPOs is not utilised and that is
because of numerous problems that continue to exist. Financial,
institutional, operational market and policy barriers often create an
imbalance between anticipated and actual benefits (59, 60).

Financial constraints and limited working capital

Inadequate working capital and institutional financing mechanisms
are one of the most persistent and documented problems that FPOs
face (3). Mostly small FPOs that have recently been founded struggle
to raise sufficient funds because of a lack of resources and the lack of
financial ability of FPOs. This has a direct impact on most crucial
aspects of operations, i.e. the acquisition of inputs, the storage
facilities, value addition and the inability to pay farmers on time (61).
As a result, lots of FPOs heavily rely on the government for funding
and financial support without even developing their strong internal
financial structures. Because of this dependence, FPOs are
vulnerable to failure and there exists a substantial sustainability gap
inthe FPO model (58, 59, 62).

Marketing and infrastructure deficiencies

The remote locations of the regulated mandis, high costs of
transportation and a poor market information system often face
market-related problems and make FPOs difficult to enter lucrative
markets (61). Price volatility and periodic shortages put the farmers
at risk of volatile returns, whereas branding, product differentiation
and certifications are still underdeveloped in most of the FPOs

Table 5. Benefits and impact of association with Farmer Producer Organisations (FPOs)

Category and types of benefits Effect References
Income enhancement .

n
(higher farm income, more stable prices and reduced income fluctuations) Positive (+) (14,43, 51, 56)
Market access and bargaining power .

. . . P + 12,14,51 7
(collective sales, better prices and reduced dependency on middlemen) ositive (+) (12, 14, 51, 56, 57)
Reduced cost of cultivation -,

n
(bulk input purchase, collective bargaining and lower transaction costs) Positive (+) (13,14, 16, 56, 57)
Technical support and extension services .

.. . P + 12,1
(training, knowledge and access to modern technologies) ositive (+) (12,15, 56)
Social empowerment i

. . S . . P + 13,20,33,4
(inclusion, women’s participation and skill building) ositive (+) (13,20,33,43)
Access to credit/finance .

"

(collective loans, easier credit and microfinance) Positive (+) (16, 43,51, 56)
Production quality .

. . . . L. P + 14,16,51
(better inputs, adoption of quality practices and value addition) ositive (+) ( 6,51)
Yield improvement -,

"

(efficient production methods and increased yield) Positive (+) (14,57)
Environmental practices N . . Positive (+) (20, 51)
(resource management, resilience to climate change and conservation)

Food security and nutrition -,

"

(dietary diversity and reduced food insecurity) Positive (+) (43)
Social trust .

. - . M 16, 37,

(member cohesion, stability and mutual aid) ixed (16, 37, 56)
Infrastructure de\./elopment. ' Positive (+) (14, 57)
(storage, processing and logistics)

Stability and organisation lifespan Mixed (14, 56, 57)

Sources: Author’s own compilation.
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(60, 63). In the case of perishable goods, there is often a lack of
storage facilities and infrastructure; because of this, farmers are
unable to store their produce and are forced to sellimmediately (64).

Managerial and human resource challenges

Lack of trained personnel in the management and poor governance
practices by the board members pose challenges in proper planning,
negotiating and executing activities (64). Ineffective dominance of
some elected leaders, low young participation and lack of
succession planning minimise innovation and inclusivity (27, 65). The
entrepreneurial abilities within the members and the Board of
Directors may be lacking (41).

Low member participation

Another major challenge that FPOs face is the active participation of
members in different activities, such as decision-making and collective
marketing, which ultimately decreases collective bargaining power
and inhibits scale economies (60). It has also been noted that intemal
rivalries related to leadership positions, lack of team spirit and mistrust
among members have been affecting the ultimate objective of the
organisation (3, 12). Also, marginal and resource-poor farmers have
very limited financial capacity and assets with them. So, a small
amount of equity can be burdensome for them and this burden can
restrict their ability to participate in organisations or institutional
arrangements (48).

Operational and policy constraints

Statutory licenses to sell inputs or processed products are also difficult
to obtain and renew, which alsointerferes with the operational activities
(61). Most of the FPOs that are small cannot afford to undergo organic
and quality certifications due to their complex and expensive nature
(63). Not only this, but delays in the government scheme payment and
inconsistent handholding after the first or initial funding of the project
also influence the sustainability. Although the government made
certain policies to promote the formation of many FPOs, there is often
less focus on long-term viability, market integration and product
diversification (64).

The literature collectively indicated that financial constraints,
weak governance structures and limited managerial capacity remain
the most persistent barriers affecting FPO sustainability across
developing country contexts. These challenges are often interrelated,
as inadequate working capital restricts operational expansion, while
limited professional management weakens market engagement and
member participation. This suggests that strengthening institutional
capacity alongside improving access to finance is critical for ensuring
the long-term viability of FPOs.

Policy interventions for strengthening Farmer Producer
Organisations

The sustainability and effectiveness of FPOs rely heavily on the
enabling policy environment. Indian and other similar situations
demonstrate that policy interventions can be grouped into four areas:
financial support, governance and legal framework, market and value
chain policies and capacity building and technology transfer.

We all know that financial support plays a major role in the
growth of FPOs by creating the first capital base and operational
sustainability. The infrastructure, e.g, storage, processing and
collective procurement facilities, is often supported with subsidies and
grants, but sometimes it is not enough to be long-term sustainable
(3, 12). Collective organisations such as FPOs increase access to
institutional credit through collateralisation. Research from India
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shows that access to credit increases the bargaining power of farmers
and their ability to invest in new technologies (30). The legal status
through different structures like producer companies in India has
enabled access to state support, formal markets, but the successful
results are based on democratic governance, transparent decisions,
professional management and member trust (37). Experiences from
comparative contexts further indicate and suggest that inclusive
participation might be restrained by the promotion led by the state
without reinforcing its internal democratic procedures (43).

From the studies, it has been demonstrated that collective
marketing, along with state-assisted buying, can lower the transaction
costs, enhance price discovery and allow involvement in more
valuable supply chains. (30, 58, 66). The policies of market integration
and capacity-building are also very important in the determination of
FPOs' performance (67). Meanwhile, longterm investments in
capacity building, such as post-harvest management, financial literacy
and professional leadership, are very important to increase
organisational viability and technology adoption (20, 36,41).

Overall, the evidence suggests that policy interventions are
most effective when financial assistance, capacity-building support
and market integration strategies are implemented in a coordinated
manner rather than as isolated initiatives. Experiences from India
demonstrate that structured institutional support mechanisms,
such as cluster-based facilitation models and targeted credit access
programmes, significantly enhance the operational sustainability of
FPOs. This highlights the need for integrated policy frameworks that
simultaneously address financial, organisational and market-related
constraints. Such interventions are particularly important for newly
formed FPOs that face constraints related to managerial capacity,
infrastructure access and financial sustainability during early stages
of institutional development.

A conceptual framework of how FPOs can be an institutional
solution to the key structural limitations facing Indian agriculture, such
as land fragmentation, poor market access, credit constraints and
inadequate infrastructure, is depicted in Fig. 1. The framework
identifies the role played by facilitating factors like financial resources,
governance systems, value-chain integration and capacity-building
interventions in the sustainability of FPOs and enhances their service
delivery roles. These services, including collective marketing, provision
of inputs, advisory services and financial facilitation, lead to better
farmer-level results such as increased income, productivity, risk
mitigation and social inclusion, which in tum lead to better
system-level outcomes such as rural transformation, economic
growth and poverty reduction. The framework incorporates the
findings of the literature reviewed and offers a unified expression of the
channels through which FPOs would help in the realisation of an
inclusive agricultural development.

Way forward

The FPOs have the potential to revolutionise smallholder agriculture.
It is found that these are effective institutional mechanisms for
linking small farmers to the external world and help them to reap
many tangible and intangible benefits, including improved market
access, better quality and price realisation for the produce and
reduced risk. But, only establishing more FPOs will not serve the
purpose until efforts are made to sustain them. Several financial,
governance and capacity constraints need to be overcome first.
From a research point of view, thorough assessments of initiatives
like the 10000 FPO scheme are required and comparative studies are
needed to examine how gender dynamics, regional contexts and
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Fig. 1. Conceptual framework of Farmer Producer Organisations (FPOs) (Source: Author’s own compilation).

governance structures influence outcomes. From a policy
perspective, enabling frameworks of FPOs should prioritise lowering
transaction costs, simplifying compliance requirements and setting
up reliable monitoring systems. To stay resilient, there is a need for
competent management in the FPOs. The board members should
know the operations and different activities of FPOs. Also, they must
be innovative and adaptable to the latest technologies. Additionally,
women, youth and marginalised farmers should also be involved in
decision-making and other activities. Collectively, the way forward
depends upon building resilient, adaptive and equitable institutions
that integrate smallholders into dynamic agri-food systems while
meeting and accomplishing the national objectives for food security
and sustainability. Also, future research should focus on comparative
regional assessments, governance-performance linkages and
longitudinal evaluation of national FPO promotion programmes to
better understand the institutional conditions required for scaling
successful collective action models.

Conclusion

Farmer Producer Organisations (FPOs) have become significant
institutional arrangements to empower the economic status of
small and marginal farmers by increasing price realisation, cutting
transaction costs, raising bargaining power and increasing
accessibility to inputs, services and markets. Evidence from India
and international experiences shows that while FPOs generate
significant benefits through aggregation, collective marketing and
capacity building support their performance remains constrained by
limitations related to working capital, governance quality,
infrastructure availability and managerial capacity. The review
contributes to the literature by providing a comparative and
thematic synthesis of evidence on the functions, benefits and
constraints of FPOs across different institutional contexts and by
highlighting the role of enabling ecosystems, including financial
support mechanisms, government strengthening and digital
interventions in improving their effectiveness. These findings have

important implications for policymakers, development agencies
and promoting institutions to design targeted support strategies
that enhance the sustainability and performance of FPO-led
interventions. Further studies are needed to conduct longjtudinal
measures of FPO performance, a comparative analysis of the
performance of different commodity-specific and region-specific
models, inclusive participation outcomes of different genders and
how digital platforms enhance the effectiveness of collective
marketing systems. Such studies can help build more evidence that
can be used to design context-specific policies to empower FPOs as
long-term agents of inclusive rural transformation.
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