Asian Journal of Agricultural Extension, Economics &

Sociology
; |..|;.u|-||. Volume 41, Issue 9, Page 861-868, 2023; Article no.AJAEES.104330
P ISSN: 2320-7027

s

Sustainability of Farmer Producer
Organisation’s — Major constraints in
functioning of FPO in Tamil Nadu, India

V. Jayashree ", A. Janaki Rani #, C. Karthikeyan T,
M. Malarkodi ®* and R. Gangai Selvi ¢

® Department of Agricultural Extension and Rural Sociology, Tami Nadu Agricultural University,
Coimbatore-641003, India.

® Directorate of Agri Business Development, Tamil Nadu Agricultural University, Coimbatore- 641003,
India.

¢ Department of Physical Sciences and Information Technology, Tamil Nadu Agricultural University,
Coimbatore- 641003, India.

Authors’ contributions

This work was carried out in collaboration among all authors. All authors read and approved the final
manuscript.

Article Information

DOI: 10.9734/AJAEES/2023/v41i92113

Open Peer Review History:

This journal follows the Advanced Open Peer Review policy. Identity of the Reviewers, Editor(s) and additional Reviewers, peer
review comments, different versions of the manuscript, comments of the editors, etc are available here:
https://www.sdiarticle5.com/review-history/104330

Received: 01/06/2023

. : Accepted: 05/08/2023
IR h Articl
Original Research Article Published: 12/08/2023

ABSTRACT

The concept of group formation and collectivization by organizing at the regional level is very
important in the era of globalization and free trade liberalization. FPOs organize small farmers for
forward linkages such as collective, marketing, processing, and market-driven agriculture
production, as well as backward linkages for inputs like seeds, fertilizers, credit, insurance,
knowledge, and extension services. Even though FPOs are doing well, still they face lot of
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challenges and struggle for their sustainability. Keeping these factors in view, the current study
was done to determine the constraints, that Farmers' Producers Organization (FPO) faced for
sustainable functioning. The study was conducted in Pennagaram block of Dharmapuri district in
Tamil Nadu. 100 members of FPO were selected for the study. The interview schedule is used to
collect the data. Rank Based Quotient (RBQ) was used to analyse the data collected. The results
showed that lack of initiatives among the FPO members with the RBQ score of 83.83 under
personal constraints, lack of well-developed processing facilities with the RBQ score of 90.00 under
infrastructural constraints, lack of crop insurance facilities with the RBQ score of 93.00 under
economic constraints, high transportation cost with the RBQ score of 95.17 under marketing
constraints, weak economic status to run the organisation with the RBQ score of 86.38 under
organisational constraints and lack of timely, cheap and good quality inputs with the RBQ score of
94.00 under technical constraints were the major constraints faced by the FPO members. Initiation
among the FPO members, well developed processing and marketing facilities in their villages,
provision of crop insurance for affected farmers, tax exemption, inclusion of their millets production
in ration shops for supply are the suggestions expressed by the FPOs for their sustainability.

Keywords: Constraints; sustainability; marketing; processing; farmer producer organization.

1. INTRODUCTION

In India, agriculture continues to be the main
source of income. India's population relies on
agriculture for about 45% of its employment,
small farm holdings and marginal holdings play a
well-known role in India in reducing poverty [1].
Developing rural entrepreneurship through the
idea of collectivization or group initiation through
local level organization is crucial in the current
era of globalization and trade liberalization in
order to transform the simple producer of
agricultural products into the producer and seller
of the product. In order to improve sustainability
in food production and marketing for revenue

generation, a workable technology transfer
system is needed [2]. Farmer groups can
improve small farmers' access to modern

technology, market information and business
services in rural areas, all of which have a
positive impact on the productivity, intensification
and commercialization of smallholder agriculture
and have a positive impact on
producers' incomes [3]. With the aid of a
marketing  Non-Governmental  Organization
called POPI (Producer Organization Promoting
Institutions), the farmers can organize and run
the FPOs. Numerous institutions of the federal,
state, and non-governmental organisations
promoted Farmer Producer Organizations.
NABARD (National Bank for Agricultural and
Rural Development), SFAC (Small Farmers
Agribusiness Consortium), NCDC (National
Cooperative Development Corporation), and
NAFED (National Agricultural Co-operative
Marketing Federation of India) are a few among
them [4&5].

As the FPO is being established, POPI offers
advice and assistance to the farmers. As the
FPO develops and acquires the managerial and
technical skills required for effective operation,
POPI gradually withdraws its support, enabling
the farmers to independently maintain and
run their businesses [6]. As grassroots
entrepreneurial and developing organizations,
the FPOs are going through a significant
transition period from securing the maximum
farmers' welfare to engaging in commercial
activities. Although the government supported
FPOs, they had trouble starting new enterprises
and giving member farmers the benefits, they
needed. As a result, it is crucial to support both
the individual member farmers and the FPOs [7].

The current condition of the FPO appears
insufficient to handle the challenges faced by the
FPO members in the context of changing
agricultural  production technology and its
commercial  scenario, notwithstanding the
concern shown by policy planners for the
sustainability of the FPO. Numerous limitations,
including those related to the individual,
technological, financial, infrastructural and
competitive market, affect the majority of FPOs.
In order to increase the revenue of farmers,
particularly small and marginal farmers, it must
take the shape of a one-stop shop that provides
solutions. Here, the study was designed to
identify various constraints such as personal
constraint, infrastructural constraint, economic
constraint, marketing constraint, organizational
constraint and technical constraints, which
prevent farmers from receiving the full
benefits of aggregation.
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2. METHODOLOGY

The Ex-post facto research design was used for
this study. The Dharmapuri district was
purposively selected for the study because of, it
has higher production and area under millets
(Source: Directorate of Economics and Statistics,
Government of India, 2018-2019). NABARD
project has been assigned as a resource agency
for the promotion of one FPO in Dharmapuri
district of Tamil Nadu, which is supported by the
Tamil Nadu Small Farmers Agribusiness
Consortium (TNSFAC) to raise the income level
of the farmers by improving the knowledge and
facilitating supply inputs and linking to markets
for outputs. There are 7 millet FPOs in the
Dharmapuri district. Among this Pennagaram
block was selected purposively because of the
highest production and area of millets (Source:
https://www.tnagrisnet.tn.gov.in/). The selected
FPO was Navadhanya Farmers Producer
Company Limited (NFPCL). A total of 1001
members with sixty-five Farmer Interest Group’s
(FIGs) were in NFPCL. Out of the thirty-two
villages under NFPCL four villages were
purposively selected based on the highest
number of FIGs. Totally 168 members were

selected in the NFPCL in the selected four
villages. By adopting the proportionate random
sampling, fifty nine percent of the members were
selected from each village for the study. It could
be observed from Fig. 1, the total sample size
consisted of 100 were selected from Ettikuttai
(44), Paruvadhanahalli (12), Madam (23) and K.
Agraharam (21). The data were collected using a
pre-tested structured interview schedule through
the personal interview method. The data were
calculated through Rank Based Quotient (RBQ)
method to draw definite conclusion. The following
formula for calculating the Rank Based Quotient

(RBQ) is,

T FD(m+1-0)
NXn X

RBQ = 100

Where,

F; = Frequency of respondents for i rank
N = Number of respondents
n = Number of ranks

[ it directs to sum multiple factors.

rFHY)n+1-10)
N—2 ........... F,x1

:F1Xn+F2Xn—l+F3><

Dharmapuri district

} Purposive sampling

Pennagaram block

} Purposive sampling

Proportionate
Random
Sampling

Ettikuttai

(44)

Paruvadhanahalli
(12)

Madam
(23)

K. Agraharam
(21)

Fig. 1. Sample selected from villages in Dharmapuri district of Tamil Nadu
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3. RESULTS AND DISCUSSION

During the survey, FPO members were asked to
rank different constraints on FPO. Those
constraints were categorized as personal
constraints, infrastructural constraints, economic
constraints, marketing constraints, organizational
constraints and technical constraints. The results
are discussed in the following tables.

3.1 Personal Constraints

The data presented in Table 1 states that the
most significant constraint faced by the FPO
members, were lack of initiatives among the FPO
members with the RBQ score of 83.83. The FPO
members are not taking much initiatives due to
lack of knowledge on functioning of FPO. The
second major constraint faced by the FPO
members are increased workload with the RBQ
score of 70.33, as the members have to avoid
multitasking. The third constraint, was lack of
time with the RBQ score of 63.33, due to the less
utilization of time management tools and
maintaining work life balance. Another constraint
identified was lack of co-operation, ranking fourth
with the RBQ score of 53.67, the primary barrier
to cooperation among FPO members is culture.
The findings were in line with Mathuabirami and
Kalaivani [8]. Lack of family support was faced by
the FPO members with the RBQ score of 45.17
as fifth constraint, because their family members
don’t accept the circumstances in FPO and the
sixth constraint was lack of interest in attending
meeting with the RBQ score of 41.17, as the
FPO members don’t aware about the benefits of
attending meeting with experts.

3.2 Infrastructural Constraints

The data presented in Table 2 reveals that the
majority of the FPO members were faced lack of
well-developed processing facilities as a major
constraint with the RBQ score of 90.00, due to
the technology and equipment upgrade, followed
by lack of modern machineries with the RBQ
score of 73.20 as the second constraint, as the
members need to put more earnings to buy the
modern machineries. The third constraint faced
by the respondents was lack of well-developed
storage facilities with the RBQ score of 59.20,
because of temperature and humidity control.
The produce was sensitive to environmental
conditions, invest in climate-controlled storage
facilities to maintain optimal temperature and
humidity levels. Another constraint faced by the

FPO members was lack of maintenance of
machineries with the RBQ score of 52.60, as the
members don’t have any training and skill
development about the machineries. The fifth
constraint faced by the respondents was lack of
proper training hall with the RBQ score of
43.60. In addition to a physical training hall,
consider integrating online training options for
remote participants or as a supplementary
resource.

3.3 Economic Constraints

The data presented in Table 3 highlights that lack
of crop insurance facilities was the major
constraint faced by the FPO members with the
RBQ score of 93.00. Limited government support
and in some regions, the government may not
provide enough incentives or subsidies to
promote the adoption of crop insurance among
farmers, followed by 78.14 RBQ score of the
respondents faced lack of bank official’s support.
The FPO members favoured non-institutional
credit sources over institutional ones as a result,
the respondents claimed that applying for a loan
is a very time-consuming process because they
must fill out numerous forms, copy documents,
get those documents verified, and gather other
relevant documents including meeting minutes,
photographs, and proofs of identification. Another
constraint faced by the FPO members was lack
of adequate accounting system is the third
constraint with the RBQ score of 68.57, as the
members may not fully grasp the importance of
maintaining proper accounting records, leading
to neglect of the accounting function. The fourth
constraint faced by the FPO members was
unaware of credit facilities with the RBQ score of
56.86, because the members were lack of
access to information and limited access to the
internet, newspapers, or financial resources may
prevent people from learning about available
credit options, followed by 47.00 RBQ score of
the FPO members faced difficulty in external
loans as the fifth constraint as they are facing
political instability. High interest burden from
financial institute was the sixth constraint faced
by the FPO members with the RBQ score of
36.71, as the members were not aware about
credit risk assessment. The seventh constraint
faced by the FPO members was lack of sufficient
finance with the RBQ score of 23.57, as the FPO
members were lack of savings and investment
opportunities for setting up and operating a newly
established FPOs. The finding revealed in tune
with Vedasri and Mishra [9].
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Table 1. Personal constraints faced by the FPO members

S. No. Statements RBQ Rank
1. Increased workload 70.33 I
2. Lack of co operation 53.67 \
3. Lack of family support 45.17 Vv
4, Lack of initiatives among the FPO members 83.83 I
5. Lack of time 63.33 1
6. Lack of interest in attending meeting 41.17 VI
Table 2. Infrastructural constraints faced by the FPO members
S.No. Statements RBQ Rank
1. Lack of proper training hall 43.60 \%
2. Lack of well-developed storage facilities 59.20 Il
3. Lack of well-developed processing facilities 90.00 I
4. Lack of maintenance of machineries 52.60 v
5. Lack of modern machineries 73.20 Il
Table 3. Economic constraints faced by the FPO members
S. No. Statements RBQ Rank
1. Lack of sufficient finance 23.57 VI
2. Unaware of credit facilities 56.86 v
3. Lack of crop insurance facilities 93.00 I
4, Difficulty in external loans 47.00 \%
5. Lack of adequate accounting system 68.57 Il
6. High interest burden from financial institute 36.71 VI
7. Lack of bank officials support 78.14 Il
3.4 Marketing Constraints to optimize the supply chain. The fourth

The data presented in Table 4 showed that high
transportation cost was the major constraint
faced by the FPO members with the RBQ score
of 95.17, different transportation modes (e.g., air,
road, rail, sea) have varying costs, and the
choice of mode can significantly impact
expenses, followed by 80.33 RBQ score of the
members faced fluctuation of price in every year,
whereas the production costs, including raw
materials, labour and energy prices, can directly
impact the prices of finished products. Another
constraint was gaps in supply chain management
with the RBQ score of 64.50, outdated or
insufficient technology may hinder real-time
tracking and data analysis, making it challenging

constraint faced by the FPO members was the
lack of latest market information with the RBQ
score of 51.67, as the members may have busy
schedules and find it challenging to dedicate time
to stay updated on market trends. Delayed
payments were the fifth constraint faced by the
FPO members with the RBQ score of 44.17,
which prevent them from making investments in
their subsequent harvest. The sixth constraint is
lower price for produce faced by the FPO
members with the RBQ score of 30.17. Since the
FPOs are not given enough financing, they lack
the financial stability to produce innovative
products and services and keep their market
position.

Table 4. Marketing constraints faced by the FPO members

S. No. Statements RBQ Rank
1. Lack of latest market information 51.67 v

2. Delayed payments 44.17 \%

3. Gaps in supply chain management 64.50 Il

4. High transportation cost 95.17 I

5. Lower price for produce 30.17 \i

6. Fluctuation of price in every year 80.33 Il
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3.5 Organisational Constraints

The data presented in Table 5 states that weak
economic status to run the organisation was the
major constraint faced by the FPO members with
the RBQ score of 86.38. As the FPO members
have unfair work assignment. The second
constraint faced by the respondents was
inefficient monitoring with the RBQ score of
73.25, as they were inability to manage the
organization's finances, followed by few
executive members handle all responsibilities as
the third constraint with the RBQ score of 68.50,
whereas few of the FPO members may possess
unique skills, knowledge, or experience that
make them better suited to handle critical
responsibilities. Inadequate managerial capacity
ranked fourth with the RBQ score of 58.38,
because the FPO members have insufficient
managerial ability to run the FPO. Absence of
forward and backward integration was the fifth
constraint faced by the FPO members with the
RBQ score of 53.88, because of lack of expertise
and resource. Another constraint is political
influence with the RBQ score of 42.63 were
ranked as sixth constraint. The FPO members
may seek political influence to gain power and
control over policies, regulations, and decision-
making processes that can directly benefit them
or advance their interests. Unequal work
delegation ranked as the seventh constraint with
the RBQ score of 39.50, as the FPO members
were lack of clear job roles and responsibilities,
favouritism, organizational culture, or even
gender biases. The eighth constraint faced by

the FPO members was inadequate staff at grass
root level with the RBQ score of 23.50, whereas
limited financial resources may prevent the FPO
from hiring an adequate number of staff at the
grass-root level.

3.6 Technical Constraints

The data presented in Table 6 reveals that the
first constraint associated with the lack of timely,
cheap and good quality inputs with the RBQ
score of 94.00. As the members have bulk
purchasing and negotiation of inputs, followed by
improper identification of needs 77.60 RBQ score
were ranked as second constraint, whereas the
FPO members were facing insufficient expertise
in conducting needs assessments or analysing
data can result in inaccurate conclusions.
Another constraint identified was lack of
awareness on importance of grading and packing
with the RBQ score of 61.20 which is ranked as
the third constraint, due to the FPO members
have lack of knowledge on packaging and
grading of processed products. The fourth
constraint was lack of computer knowledge
which makes them unable to drive benefits of
available ICT tools with the RBQ score of 41.20,
because the FPO members don’t have any basic
knowledge on computer training and user-
friendly ICT tools. The fifth constraint, ranking
with the RBQ score of 30.20 was inadequate
technical guidance, whereas the FPO members
were facing poor communication channels and
practices can impede the dissemination of
technical knowledge within the FPO.

Table 5. Organisational constraints faced by the FPO members

S. No. Statements RBQ Rank

1. Unequal work delegation 39.50 Vil

2. Absence of forward and backward integration 53.88 \%

3. Weak economic status to run the organisation 86.38 I

4, Inadequate managerial capacity 58.38 v

5. Inefficient monitoring 73.25 Il

6. Political influence 42.63 \i

7. Few executive members handle all responsibilities 68.50 Il

8. Inadequate staff at grass root level 23.50 VIII
Table 6. Technical constraints faced by the FPO members

S.No. Statements RBQ Rank

1. Improper identification of needs 77.60 I

2. Lack of awareness on importance of grading and packing 61.20 1

3. Inadequate technical guidance 30.20 \%

4. Lack of timely, cheap and good quality inputs 94.00 I

5. Lack of computer knowledge which makes them unable to drive  41.20 v

benefits of available ICT tools
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4. CONCLUSION

A suitable technology transfer mechanism is
required to improve sustainable food production
and marketing for income enhancement as a
result of globalization. The members of FPOs
have taken advantage of opportunities in farmer
aggregation to lower their input and
transportation costs and expand their capacity on
innovative technologies for greater production
[10]. A potential alternative for effective farming,
information sharing, input delivery, marketing,
and profit-making is mobilizing farmers for group
action through developing farmer's organizations,
which are an essential part of delivery systems
and enable them to make decisions collectively
for income enhancement through local
agricultural development. In order to achieve
sustainable growth and reach its full potential, it
is necessary to manage these constraints so that
they do not have a substantial negative impact
on the businesses. Government officials and
policy makers must prioritize taking into account
these limits in order to scale up the FPO and
improve its performance. A policy should be
developed to make the FPO the organization at
the farm level responsible for spreading
agricultural and agribusiness expertise
among the farmers [11].
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