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SUMMARY 

Farmer Producer Organizations (FPOs) are legally recognized, producer-owned organizations 

established to improve the economic and social well-being of primary producers. They bring together farmers 

and other producers to collectively address common challenges related to agricultural production, input supply, 

technology adoption, storage, processing, value addition and marketing. FPOs help members procure quality 

agricultural inputs at competitive prices, aggregate their produce, reduce the role of intermediaries and establish 

direct linkages with markets and buyers. They also facilitate access to technical guidance, training, financial 

assistance, agricultural machinery, insurance and various government support programmes. The formation of an 

FPO involves mobilizing interested producers, identifying suitable commodities and market opportunities, 

creating farmer groups, selecting representatives and directors, mobilizing share capital and completing the legal 

registration process. Efficient governance, transparency, regular meetings, proper record keeping and compliance 

with statutory requirements are essential for the successful functioning and long-term sustainability of an FPO. 

Overall, Farmer Producer Organizations provide an effective platform for transforming individual farmers into 

organized and economically stronger producer groups. 

 

INTRODUCTION 

Agriculture in India is predominantly characterized by small and marginal farmers who often face several 

challenges, including high production costs, limited access to quality inputs, inadequate storage and processing 

facilities, weak bargaining power and dependence on intermediaries for marketing their produce. These constraints 

often reduce the profitability of farming and limit the ability of individual farmers to access modern technologies, 

financial services and better market opportunities (NABARD, 2015). In this context, Farmer Producer 

Organizations (FPOs) have emerged as an important institutional mechanism for organizing farmers and 

strengthening their collective economic capacity. An FPO brings together primary producers such as farmers, 

livestock producers, fishermen, beekeepers, weavers and rural entrepreneurs to collectively undertake activities 

related to production, procurement, aggregation, processing, value addition and marketing. By functioning on the 

principles of collective action, cooperation and member ownership, FPOs enable producers to reduce input costs, 

improve market access, adopt modern technologies and obtain better prices for their produce. Thus, the formation 

and effective functioning of Farmer Producer Organizations can play a significant role in enhancing farmer’s 

income, promoting rural entrepreneurship, strengthening value chains and contributing to sustainable agricultural 

and rural development (MoA&FW, 2020; GOI, 2013). 

 

Major activities of farmer producer organizations (FPOs) 

A Farmer Producer Company undertake the following activities for the benefit of its members (SFAC, 

2013): 

• Production, harvesting, processing, procurement, grading, pooling, handling, marketing and export of primary 

produce, with priority given to products produced by its members. 

• Import of goods or services required for the benefit of members. 

• Generation, transmission and distribution of electricity. 

• Conservation, restoration, development and efficient utilization of land and water resources. 

• Promotion of mutual assistance, welfare activities and financial services. 

• Facilitation of producer insurance, crop insurance and other risk management services. 

 

Primary products covered under farmer producer organizations 

The following products are considered as primary products under a Farmer Producer Organization: 

• Horticultural crops 
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• Agricultural crops 

• Fisheries 

• Animal husbandry and livestock products 

• Agroforestry 

• Forest produce 

• Beekeeping products 

• Sericulture products 

• Mushroom production 

• Other products originating from agricultural activities 

• Handicrafts and rural industry products 

• By-products and products generated through allied and supplementary enterprises 

 

Objectives of farmer producer organizations 

• To promote economically viable, producer owned and self-managed Farmer Producer Organizations. 

• To collectively purchase agricultural inputs and reduce the cost of production. 

• To aggregate farm produce and strengthen the marketing capacity of producers. 

• To provide technical services, advisory services, training, research and development support. 

• To create direct market linkages between buyers and Farmer Producer Organizations. 

• To promote value addition and improve market opportunities for farmer’s produce. 

• To enable producers to obtain better and remunerative prices for their products. 

• To promote restoration, conservation and efficient utilization of land and water resources. 

• To facilitate producer insurance and crop insurance services. 

• To promote the principles of mutual assistance and cooperation. 

• To provide welfare measures and facilities for the benefit of members as decided by the Board. 

• To undertake activities related to the production and products of its members. 

• To analyse overall production, market potential and provide technical information to producers for planning 

production according to market demand. 

 

Benefits of farmer producer organizations 

• Guidance on modern technologies and improved production practices. 

• Timely supply of essential agricultural inputs at competitive prices. 

• Aggregation of produce, value addition and direct marketing by reducing the role of intermediaries. 

• Better price realization and increased profitability for farmers. 

• Distribution of incentives and dividends to shareholders based on their transactions with the company, as 

decided in the Annual General Meeting. 

• Greater access to various government schemes and facilities through the FPO. 

• Timely access to agricultural machinery and equipment, particularly for small and marginal farmers. 

• Access to financial assistance available from different institutions for the creation of infrastructure and 

provision of services. 

 

Formation of a farmer producer company 

The formation of a Farmer Producer Company generally involves the following steps: 

1. Selection of suitable villages. 

2. Identification of major commodities or products. 

3. Analysis of opportunities for value addition and marketing. 

4. Creating awareness among farmers about the objectives and benefits of the Farmer Producer Company. 

5. Conducting discussions with interested farmers and preparing a list of potential members. 

6. Organizing meetings and consultations with interested farmers. 

7. Formation of farmer groups consisting of approximately 20 members each. 

8. Selection of representatives from each group. 

9. Selection of Directors through the representatives. 

10. Discussion on the structure and functioning of the Farmer Producer Company. 

11. Selection of the Chairperson and Board of Directors. 
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12. Registration of the Farmer Producer Company. 

13. Collection of share capital from interested farmers, for example, ₹1,000 per member and issuance of receipts. 

 

Powers and functions of the Board of Directors 

The Board of Directors is responsible for the overall management and governance of the Producer Company. Its 

major powers and functions include (SFAC, 2020): 

• Supervising the activities of the Producer Company. 

• Appointing and supervising the Chief Executive Officer (CEO), who may be a non-member and other officers. 

• Determining reserves, dividends and patronage bonuses and recommending them for approval by the General 

Body. 

• Ensuring that no unauthorized loans or advances are provided to Directors, their relatives or other prohibited 

persons. 

• Ensuring proper maintenance of books of accounts and other records. 

• Formulating organizational policies, long-term strategies and financial plans. 

• Arranging for auditing of the company’s accounts. 

• Ensuring that the services of the Producer Company reach all eligible members. 

• Taking decisions regarding the admission of new shareholders. 

• Maintaining transparency in the functioning of the company. 

• Ensuring compliance with applicable laws, rules and regulations from time to time. 

• Legal compliances of Farmer Producer Organizations 

 

Important records and registers to be maintained by FPOs 

Farmer Producer Organizations maintains the following records and registers: 

1. KYC records of Directors, the CEO and the Secretary. 

2. Minutes book containing discussions and resolutions of Board Meetings. 

3. Original and amended copies of the Memorandum of Association (MOA) and Articles of Association (AOA). 

4. Register of shareholders or members. 

5. Index of shareholders or members. 

6. Records of annual returns, certificates and statutory filings. 

7. Minutes book containing discussions and resolutions of Annual General Meetings. 

8. Registers relating to the declaration, payment and unpaid or unclaimed dividends. 

9. Proper books of accounts and financial records. 

10. Accounting records of branch or sub-offices, where applicable. 

11. Register of contracts and agreements. 

12. Register containing details of Directorships, partnerships or positions held by Directors in other organizations 

or companies. 

13. Register of Directors and their relevant particulars. 

14. Register containing details of shares held by Directors. 

15. Register of loans, borrowings, investments and capital investments. 

16. Updated copies of licences, permissions, approvals and agreements. 

17. Register of transfer of shares and debentures. 

18. Inventory and fixed asset register. 

19. Agricultural machinery utilization register. 

20. Register of loans, contributions and grants received. 

21. Visitor register. 

22. Registers for incoming and outgoing correspondence, communications and other official documents. 

 

CONCLUSION 

Farmer Producer Organizations represent an important approach for strengthening the agricultural sector 

through collective action and producer-led development. By organizing farmers into legally recognized and 

professionally managed institutions, FPOs can enhance their bargaining power, reduce the cost of inputs, improve 

access to modern technologies and create better opportunities for aggregation, processing, value addition and direct 

marketing. They also enable small and marginal farmers to access infrastructure, financial services, government 

schemes and larger markets that may otherwise be difficult to access individually. However, the long-term success 
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of an FPO depends on active member participation, strong leadership, transparent governance, sound business 

planning, professional management and effective market linkages. Therefore, strengthening the capacity of FPOs 

and developing sustainable business models are essential for ensuring their continued growth and success. A well-

functioning Farmer Producer Organization can ultimately contribute to higher farm income, rural employment, 

entrepreneurship and sustainable agricultural development. 
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